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AEEH
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Corporate Information
~NAEEHR

PRINCIPAL BANKERS
Bank of China Limited

Industrial and Commercial Bank of China Limited

Hang Seng Bank Limited

AUDITORS
Ernst & Young
Certified Public Accountants

LEGAL ADVISOR

As to Hong Kong law:

CFN Lawyers in association
with Broad & Bright

As to the People’s Republic of China’s law:

Beijing Bairui (Shenzhen) Law Firm

STOCK CODE

The Stock Exchange of Hong Kong Limited:

1181

WEBSITE
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EVENT

Announcement of interim results

Interim special dividend at
HKS8.4 cents per share paid

Announcement of annual results

Despatch of annual report to
shareholders

Closure of register of members for
ascertaining shareholders’ right to
attend and vote at annual general
meeting

Annual general meeting

Closure of register of members for
ascertaining shareholders’ entitlement
to the proposed final dividend

Final dividend at HK9.20 cents per
share payable

DATE
27 August 2018

16 November 2018

25 March 2019

26 April 2019

10 June 2019 to
14 June 2019
(both days inclusive)

14 June 2019

20 June 2019

31 July 2019
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Chairman’s Statement
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Achieve sustainable development
with insightful strategies
Pass on legacy with artisan spirit
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On behalf of the board, | would like to present the annual report
of the Group for the year ended 31 December 2018.

Since the early nineties, our team, aiming at cities including
Shenzhen, Beijing and Shanghai as a beginning, set out a target
to promote the unique culture of Chinese cuisine throughout the
PRC. After about 30 years of hard work, we successfully spread
our cookery mastery to a sum of 10 cities around the Greater
China
restaurants and joint venture restaurants in the Greater China

region to date. The Group now has 67 self-owned

region. The Group’s mission is to combine traditional Chinese
cuisine with our immaculate skills which we are proud of, and,
keeping up with today’s food culture and food and beverage
technology, continue to spread Chinese cuisine culture to the
world. Bearing this goal in mind, we laid a clear path for its long-
term development.

CONSOLIDATING OUR CORE BUSINESS

In recent years, the food and beverage market in Mainland China
is ever-changing and full of challenges. Particularly, e-consumption
has become a leading mode of consumption in recent years,
which drastically changes the strategies of market players. New
brands are constantly created; while different types of new
restaurants have brought challenges to the market, they have also
brought us business opportunities. Apart form our 20 years of
experience in operating the food and beverage business, we
flexibly make use of food and beverage big data and technology
to constantly provide clients with high-quality customer
experience. In 2017, to follow the prevailing trend of smartphone
payment, we initiated payment modes including self-serve
payment and self-serve invoice, make the payment procedures
more fluent and convenient. During the Year, we further optimized
customers’ experience and upgraded our membership system in
order to strengthen clients’ loyalty for the Group with a more
precise and individualized membership promotion. Furthermore,
the great demand for food and beverage takeaways is also a
business opportunity for the Group. For this reason, we organized
teams for each outlet to plan, set targets and follow up in order
to boost sales volume. We also expand into the family food
market in the hope that the e-commerce platform can improve the
Group’s exposure and brand penetration, making it easier to
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Chairman’s Statement
FEHRE

expand our retail business. On the other hand, while maintaining
a stable expansion in first-tier cities, we also pay close attention
to the development potential of new cities so that we may invest
as and when appropriate. For example, we had foreseen the
development potential of Hangzhou and Chengdu and had so
swiftly expanded into them, whose rapid development in recent
years has proved us right. In the future, we will continue to utilize
the Group’s abundant resources in Mainland China to find
opportunities to explore in different cities.

COMPREHENSIVE IMPROVEMENT OF
EFFICIENCY

For the sake of the Group’s long-term sustainable development,
we have set up a long-term plan that will comprehensively
improve our internal efficiency. Through gradual system upgrades,
operation data analysis, procurement management, staff structure
arrangement and internal management, we established a system
and procedures that are more refined to enable frontline and
management staff to better understand the operation situations
and gradually achieve the goals of meticulous management and
improvement of effectiveness and efficiency.

CASUAL DINING BUSINESS AND JOINT
BUSINESS

Our casual dining business is growing bigger and bigger, having
12 restaurants currently. We gradually set standards for our
products and operation procedures to prepare for the rapid
development of our business and for our overseas expansion. The
other way of expanding the market and business is to have joint
businesses. Currently, we have 8 restaurants operated under joint
venture. Through collaborating with prestigious brands and
exporting our own brands, we can make the future development
of the Group more diversified. It also conforms to our multi-brand
strategy implemented over the years and shall provide our clients
with multiple dining experiences.
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STAFF DEVELOPMENT AND SOCIAL
CONTRIBUTION

Apart from strategies, personnel training is an important factor for

sustainable development. Since the nineties, we have been
organizing different training courses relating to management,
bringing the best out of our staff over the past twenty years.
Today, other than training of skills, we are more concerned about
training of mentality. We started teaching traditional Chinese
values such as Guoxue (“BIEZ”) culture and Di Zi Gui (“26F #1*)
many years ago, so that employees can whole-heartedly
contribute to families, clients and the society and build up a good
reputation for themselves, the restaurants and the brand. We
promote such values not solely to our employees. With an
altruistic business philosophy and the mission to contribute to the
food and beverage business and even the society, we actively
invite representatives of the industry to participate in our Guoxue
studies courses to contribute to the society and promote Chinese
culture. We believe that training outstanding individuals for the
enterprise and those with positivity for the industry and the
society can benefit the long-term healthy development of the

society.
APPRECIATION

On behalf of the Board, | would like to express my sincere
gratitude and appreciation to the management and staff for their
dedication during the year. | would also like to thank the Group’s
shareholders, customers, suppliers, business partners and
government authorities for their continued trust and support over

the years.
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Management Discussion and Analysis
EEENWR DN

INDUSTRY OVERVIEW

In 2018, the macro-economic policies of China conformed to our
expectations. According to the data from the National Bureau of
Statistics, the national gross domestic product growth in 2018 is
6.6%, the national disposable income per capita, after deducting
price factors, recorded an increase of 6.5%, which is similar to
the growth in gross domestic product. Meanwhile, the national
consumption expenditure per capita recorded an actual increase
of 6.2%, representing a slight increase of 0.8% when compared
to the previous year. Still, it indicates the stability of China’s
consumability. In addition, the final consumption contributed
76.2% of the economic growth as announced by the PRC,
representing an increase of 18.6% when compared to the
previous year, indicating that the overall economic growth in China
was driven by internal demands. Food and beverage revenue
increased by 9.5% over the previous year, representing a slight
slowdown when compared to an increase of 10.7% in 2017. In
addition, it should be noted that even though online retail
experienced a slowdown with an increase of 23.9% as compared
to the increase of over 30% in 2017, it still indicates the huge
demand for online consumption market. As for online retail sales
of physical commodities, food products reached an increase of
33.8%, which is higher than that of clothing products and
supplies, indicating that the online retail of catering has more
competition.
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Management Discussion and Analysis

Business Review

The Group’s revenue reached RMB1,492.1 million for the year
ended 31 December 2018, representing an increase of RMB136.0
million or 10.0% as compared to the corresponding period in
2017. Growth in
contribution of growing stores with

revenue in 2018 was mainly due to the
less than two vyears of
operation in 2017 and the expansion of new stores in 2018. The
Group rapidly adjusted its development strategy under a relatively
slowdown macro-economy atmosphere. With strengthening
existing businesses as the main target of the year, the Group
increased customer

strategically loyalty and strengthened

customers’ adherence to our brand. Therefore, same store
revenue recorded a slight increase. Apart from the operation of
existing outlets, the outlets established in 2017 also brought
contribution as planned, which is due to the Group’s previous
insightful placement of resources in cities and commercial areas
possessing consumption potential to expand our business,
enabling the Group to speed up development in those districts.
For example, the Group’s first Chinese restaurant and self-
developed casual dining restaurants in Chengdu, a new first-tier
city, which has been in operation for over two years, recorded a
turnover increase of 4.9% and 15.2% respectively. In addition,
two restaurant outlets newly established in 2018 had already
recorded profits within three months after the commencement of
operation. The growing stores and new stores which commenced
operation during 2017 and 2018, including 4 Chinese restaurants,
6 self-developed casual dining restaurants and 4 franchised
restaurants, contributed to the Group an aggregate of revenue of
RMB240.4 million for the year, representing 16.1% of the Group’s

total revenue.
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Management Discussion and Analysis
EEENWR N

As mentioned above, the Group highly emphasizes the
consolidation of the revenue of existing businesses, strengthening
customer loyalty and stabilizing customer flow through sales of
membership cards. As the reliance of the mass consumer group
on electronic consumption grows day by day, the traditional
membership system may not suffice to meet the needs of
development. Therefore, the Group completed the launch of
electronic membership during the second half and fourth quarter
of 2018, converted existing customers to electronic members and
prepared for the personalized member experience, hoping to
conduct more thorough customer analysis and make our
marketing and promotion become more diversified and precisive.
A few months after the launch, more than 150,000 existing
customers have been targeted, reaching a top-up value of
RMB306.0 million. Conforming to the new electronic membership
system converted from traditional membership systems, the Group
received stable consumption income from membership cards
accordingly, reaching a membership consumption amount of
RMB279.3 million for the year. On the other hand, the online food
and beverage takeaway platform sales market remains enormous
and highly competitive. According to the analysis in the results
announcement as at 11 March 2019 of the largest food and
beverage takeaway service provider in the world, namely Meituan,
the transaction amount of food and beverage takeaway reached
RMB282.8 billion in 2018, representing year-on-year increase of
over 65%, while the number of food and beverage takeaway
transactions has also increased by 56%. Hence, not only can the
development of takeaway business consolidate our existing
business, but it can also increase our brand popularity, preserve
our brand image and expand our customer source coverage. As
such, continuous optimization is very important. However, the
competition is also very fierce. Therefore, we need to continue to
optimize our market strategies and service experience for our
takeaway products. Bearing this in mind, the Group made specific
adjustments in 2018, shifting our strategies from cooperating with
multiple takeaway platforms to cooperating with high-quality
takeaway platforms. Focusing our resources on promotion
activities on separate platforms while optimizing the overall
structure of our menus, platform layout design, packaging,
delivery procedures and customer experience with specially-
assigned individuals, we significantly increased our sales volume.
During the year, the Group’s overall takeaway revenue increased
by more than 50% over that in the same period in 2017, and its
proportion in the overall revenue increased from 4.0% in 2017 to
5.9% in 2018.
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Management Discussion and Analysis

Currently, the self-developed casual dining brands of the Group
consist of “Social Place” and “Canton Tea Room”, with a total of
12 restaurants in Hong Kong, Shanghai, Shenzhen and Chengdu.
The overall turnover for the year ended 31 December 2018
reached RMB246.4 million, representing an increase of 39.9% as
compared to the same period in the previous year, indicating a
satisfactory development progress. The business of Pepper Lunch
remained stable, as 1 outlet was opened in Beijing during the
year. As at 31 December 2018, Pepper Lunch had 15 restaurants
in Beijing and Tianjin. Joint venture business may make way for
the Group’s long-term development and development in the
greater China or even foreign countries. The progress of business
expansion remains steady. Therefore, a “Social Place” and
“PappaRich” were opened in Taiwan during the year; meanwhile,
the Group also introduced renown Sichuan food “Ma Wang Zi (5
it )" for the first time operating under joint venture and the
operation commenced in Shenzhen at the end of 2018. As at 31
December 2018, the Group had a total of 8 joint venture
restaurants in the Greater China region.

Regarding cost and efficiency, the increasing trend in the cost of
minimum wage and social security plans in Mainland China as well
as improvement of relevant employee benefits have imposed
certain pressure on the Group in respect of labour cost during the
year. However, since the Group has started to put forth effort in
enhancing cost-effectiveness since the beginning of the year,
primary effects were made during the year, and the level of
increase narrowed down from 18.5% for the six months ended 30
June 2018 to 16.8% for the twelve months ended 31 December
2018. In view of the general rising trend in labour cost, the Group
considered it important to provide in-house training for efficiency
enhancement and necessary to optimize shift arrangement and
staff structure for improving staff cost control, so as to fully
upgrade our management system. In 2018, the Group planned
and prepared for the long-term plan of reducing the pressure
caused by the increase of labour cost. During the year, gross
profit margin decreased 1.3% from last year, mainly due to
continuous downward adjustment of value-added tax rate in
Mainland China in the past two years resulting in a decrease in
deductibles and affecting purchase costs. Meanwhile, global
economic conditions also caused fluctuations in purchase costs,
the effect of which was partly offset by fixing price for bulk
purchase.
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Management Discussion and Analysis

EEENWEDSN

FINANCIAL REVIEW Bt %% B B8

As at 31 December 2018, the Group was operating 59 RZE—NF+ZA=+—H XEELE
restaurants and 8 other restaurants under joint ventures. The table SOREBE SUAEHANKCESRERE - T
below illustrates the number of restaurants by major brands, FIREEMBENEREE  EREEAH

together with the average spending per customer and percentage HBEREREBEREA DL
of revenue to the Group:

Average spending Percentage of revenue
No. of restaurants per customer contributed to the Group
as at 31 December as at 31 December as at 31 December
EEYEA REAYHEE HEARERERDL
Brand m Je R+=ZA=+-8 R+=ZR=+-8 R+=ZA=+-8
2018 2017 2018 2017 2018 2017
“B-N\F ZZ—+F ZB-N\F —T—+F ZB-NF _T—+F
RMB RMB
AR ARE
Tang’s Cuisine EEEH 1 2 339.4 293.9 1.8% 8.1%
Tang Palace* BE 30 28 181.7 162.5 76.7% 73.6%
Social Place EENE 7 126.3 123.9 11.8% 8.9%
Canton Tea Room EERH 81.3 84.7 4.7% 4.1%
Pepper Lunch HRER 15 14 51.2 49.7 4.5% 4.9%
* including Tang Palace Seafood Restaurant and Tang Palace. . PREREESHNREES -

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018

16



Management Discussion and Analysis

As mentioned above, the Group’s overall revenue for the year
increased by 10.0% to RMB1,492.1 million and the overall gross
the
Group’s share award plan expense calculated at market price
amounted to RMBS8.1 (2017: RMB9.3 million). After
exclusion of this expense item, the Group’s percentage of staff

profit margin has decreased by 1.3%. During the vyear,

million

costs on revenue is 29.5% (2017: 27.6%). An overall increase in
staff costs were due to the rise in the level of minimum wage in a
number of provinces and cities in China successively, the Group
has adjusted its employee wages in compliance with relevant
regulations resulting in an increment of 1.7% in staff cost. Despite
the relatively large increasement in staff costs on revenue, the
remaining percentage of other expenses on revenue have
fluctuated within a narrow range during the year. In which,
depreciation percentage of items under property, plant and
equipment, rental and related expenses and other expenses on
revenue are 3.4% (2017: 3.8%), 9.4% (2017: 9.0%) and 6.0%
(2017: 6.1%) respectively. During the year, the effective tax rate
was 30.3% (2017: 31.5%), which included withholding tax of
RMB4.4 million on dividend income and deferred tax of RMB0.5
million. After deducting the PRC withholding tax derived from
dividend income and deferred tax credit, the actual tax rate for
the year was 28.0%. The profit attributable to owners of the
Company for the year decreased by 12.3% from RMB131.3
million to RMB115.2 million. However, due to the implementation
of a series of efficiency improvement strategies in the second half
of the year, the decline was significantly narrowed down to 9.3%
as compared with the year-on-year decline of 15.7% in the first
half of 2018. The Group’s net profit margin increased from 7.2%
in the first half of 2018 to 8.5% in the second half of the year,

representing a profit margin of 7.8% for the whole year.

EEENWR DN

SR £ STl AN & B ) R RS U a1 N
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Management Discussion and Analysis
EEENWR N

Cash flow

Cash and cash equivalents decreased by RMB29.4 million from
RMB429.8 million as at 31 December 2017 to RMB400.4 million
as at 31 December 2018.

Net cash of RMB186.9 million was generated from operating
activities during the year. Net cash used in investing activities
amounted to RMB86.2 million during the year, of which RMB57.0
million was related to the purchase of property, plant and
equipment. Net cash used in financing activities amounted to
RMB124.2 million for the year, of which RMB70.6 million was
related to repayment of bank loan, RMB134.1 million was related
to dividend payment and a new bank loan of RMB79.2 million.

Liquidity and Financial Resources

The Group’s funding and treasury activities were managed and
controlled by the senior management. The Group maintained cash
and cash equivalents and time deposits, in aggregate, of
RMB544.4 million as at 31 December 2018 (31 December 2017:
RMB513.8 million). As at 31 December 2018, the Group’s total
assets, net current assets and net assets were RMB893.1 million
(81 December 2017: RMB889.7 million), RMB272.6 million (31
December 2017: RMB266.5 million) and RMB502.6 million (31
December 2017: RMB534.1 million), respectively.

As at 31 December 2018, the Group had bank borrowings of
RMB79.2 million (31 December 2017: RMB70.6 million). The
gearing ratio (calculated as bank borrowings divided by total
equity) was 15.8% as at 31 December 2018 (31 December 2017:
13.2%).
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Management Discussion and Analysis

As at 31 December 2018, the current ratio (calculated as current
assets divided by current liabilities) was 1.7 (31 December 2017:
1.8).

The directors are of the opinion that the Group has sufficient
working capital for the Group’s operations and expansion in the
near future.

Foreign Currency Exposure

The business operations of the Group’s subsidiaries were
in the PRC with revenues and expenses
in RMB. The Group’s cash and bank
deposits were mainly denominated

conducted mainly
denominated mainly
in RMB, with some
denominated in Hong Kong Dollars. Any significant exchange rate
fluctuations of Hong Kong Dollars against RMB as the functional
currency may have a financial impact to the Group.

As at 31 December 2018, the directors considered the Group’s
foreign exchange risk to be insignificant. During the year, the
instruments for

Group did not use any financial hedging

purposes.

OUTLOOK

The food and beverage market is rapidly changing and full off
challenges. However, leveraging on the Group’s extensive market
experience, deep and solid foundation of our brand and reflexible,
swift and timely adjustment of its strategy in response to market
conditions, the Group has experienced steady growth during the
year. A number of annual key projects that the Group has put
together at the beginning of the year have been launched
according to plan. For example, in terms of marketing, we have
sufficiently increased our sales through concentrating in
collaboration with takeaway platforms and optimization of our
menus, packaging and procedures, etc. The upgraded electronic
membership system has laid a solid foundation for the boosting of
customers loyalty and the provision of extra-attentive services.
The long-term control of labor costs is an important objective of
the Group. During the year, system upgrades have been carried
out in order to optimize shift arrangement and staff structure.
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Management Discussion and Analysis
EEENWR N

In 2019, the Group will enhance efforts in the planning and
implementation of the retail business, moderately explore
takeaway food to expand online and offline sales business with a
view to increasing brand penetration under the concept of “take
home with the brand” and continue to optimize its takeaway sales
operation. To facilitate long-term developments, the Group will
introduce a series of applications of artificial intelligence to achieve
intellectualization and data-orientation so as to provide our
management team with accurate and timely information to cope
with market changes as well as to reduce manual operations and
reduce labour costs. The project is expected to launch in the
second half of 2019.

In terms of expansion, we have already been preparing for the
opening of new restaurants with our own brands in Mainland
China and Hong Kong in 2019. In response to the business
potential of casual dining, the Group has improved the
standardization of the management of casual dining and is well
positioned to launch its self-developed brands to overseas
market. Meanwhile, the Group will continue to introduce new and
quality brands, and to collaborate with partners to explore
diversified catering businesses leveraging on our extensive
experience and resources.

In 2019, the Group will continue to raise its efficiency level while
seeking to expand its business at a steady pace. And, more
importantly, we will formulate sustainable development plans to
realize long-term objectives, so that the Company may continue to
maintain healthy and continue its expansion and strive to gain
higher profits for our shareholders at the same time.

OTHER INFORMATION

Number and Remuneration of Employees

As at 31 December 2018, the Group had around 4,500
employees in Hong Kong and the PRC. The Group recognises the
importance of human resources to its success, therefore qualified
and experienced personnel are recruited for expansion of new
restaurants. Remuneration is maintained at competitive levels with
discretionary bonuses payable on a merit basis, which is in line
with industrial practice. Other staff benefits provided by the Group
include mandatory provident fund, insurance schemes, share
options, share awards and performance related bonus.
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Management Discussion and Analysis

Capital Commitment

The Group’s capital commitment was approximately RMB11.1
million and RMB10.0 million as at 31 December 2018 and 31
December 2017, respectively.

Charge on Group’s Assets

As at 31 December 2018, the Group had pledged time deposits
of RMB80.0 million (31 December 2017: RMB80.0 million) for
banking facilities amounting to RMB79.2 million (31 December
2017: RMB70.6 million).

Contingent Liabilities

As at 31 December 2018, the Group did not have any material
contingent liabilities.

Material Acquisitions and Disposal of Subsidiaries,
Associates and Joint Ventures

During the year, there was no material acquisition or disposal of
subsidiaries, associates and joint ventures of the Company.

Purchase, Sale or Redemption of Listed Securities of
the Company

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities for the
year ended 31 December 2018.
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Biographies of Directors and Senior Management

EERESREBAEBER

DIRECTORS
Executive Directors

Mr. YIP Shu Ming, aged 63, is one of the founders of our Group
and joined our Group in July 1992. Mr. Yip, also the chairman of
the Group, has been appointed as an executive director of the
Company since 25 March 2011. He is responsible for our Group’s
overall corporate operations, planning and business development.
Mr. Yip is also a director of certain subsidiaries of our Group. Mr.
Yip has rich experience in restaurant business. He worked as
general manager at Fortune City Restaurant, which operated in
Hong Kong, from 1986 to 1995. Mr. Yip is a honorary founding
president of Shenzhen Overseas Chinese International
Association. Mr. Yip is a honorary president of The Hong Kong
Federation of Restaurants & Related Trades Limited. He is a part-
time consultant of the China Hotel Management Company Limited
and a permanent honorary committee member of The Chinese
General Chamber of Commerce. Mr. Yip is currently appointed as
the 14th CPPCC member of Changning District, Shanghai. Apart
from his interest in our Group, Mr. Yip is also one of the direct or
indirect owners of Meco Group and Dongguan Well Excellent, two
entities held by him for property investment and property leasing
businesses and the lessors under CCT Tenancy Agreements as
disclosed under the section headed “Directors’ Report —
Continuing Connected Transactions” in this annual report.
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Biographies of Directors and Senior Management

Mr. CHAN Man Wai, aged 64, is one of the founders of our
Group and has been with our Group since its establishment in
July 1992. Mr. Chan, also the vice chairman of the Group, has
been appointed as an executive director of the Company since 11
March 2010. He is responsible for our Group’s overall corporate
strategic development. Mr. Chan is also a director of certain
subsidiaries of the Group. He has rich experience in restaurant
Prior to the establishment of Meco Petrochemical
Limited in 1992, he co-owned and operated with others the

business.

restaurants Fortune Flower Grill and Lounge and Fortune City
Restaurant in Hong Kong between 1983 and 1996. Apart from his
interest in the Group, Mr. Chan is also one of the direct or
indirect owners of Meco Group and Dongguan Well Excellent, two
entities held by him for property investment and property leasing
businesses and the lessors under the CCT Tenancy Agreements
as disclosed under the section headed “Directors’ Report -
Continuing Connected Transactions” in this annual report.

Mr. KU Hok Chiu, aged 73, is one of the founders of our Group,
and has been appointed as an executive director of the Company
since 25 March 2011. Mr. Ku joined our Group as a shareholder
of Meco Petrochemical Limited since May 1996. He is responsible
for our Group’s overall corporate strategic development. Mr. Ku
has rich experience in restaurant business. Prior to joining the
Group, he was one of the indirect owners of Datong Restaurant,
which operated in China, from 1985 to 1997.

Mr. Ku is also engaged in kitchen equipment business in China
through Chiu Kwun, involving manufacture, sale, installation and
maintenance of kitchen equipment and provision of consultancy
services related to kitchen equipment and kitchen layout. Apart
from his interest in the Group, Mr. Ku is also (i) one of the
shareholders of Meco Group and Dongguan Well Excellent
respectively, two entities held by him for property investment and
property lessors under the CCT Tenancy

Agreements as disclosed under the section headed “Directors’

leasing and the
Report — Continuing Connected Transactions” in this annual
report; and (i) the indirect sole owner of Chiu Kwun, an entity
held by him as the supplier and service provider as disclosed
within the related party transactions in the notes to the financial
statements in this annual report.
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Biographies of Directors and Senior Management

EENSREEAERBE

Ms. WENG Peihe, aged 48, has been appointed as an executive
director of the Company since 25 March 2011 and has been the
chief executive officer of our Group since March 2000. She joined
our Group in January 1997 and worked as senior manager to
general manager from January 1997 to February 2000. Ms. Weng
is primarily responsible for overseeing our Group’s business
development, market development, human resources,
administration and logistics management. Ms. Weng has rich
experience in the restaurant industry. Prior to joining the Group,
she was engaged by Dragon Hotel, managed by New World
Hotels International in 1988.

Ms. Weng was awarded Excellent Female Entrepreneur in China
Hospitality Industry by the China Hotel Association and China
Finance, Commerce, Light, Textile and Tobacco Trade Union
jointly in 2004. She was elected as one of the 2009-2010 China
Hotel Industry 100 Elites and awarded the Platinum Five-Star
Medal by the China Hotel Industry Annual Conference Organizing
Committee in March 2010. Ms. Weng was awarded as one of the
Qutstanding Entrepreneur in China Brand Development for 2010
jointly by China United Business News, Brand Magazine, China
Wisdom Engineering Association, China Academy of Management
Science, China International Brand Academy and National High
Technology Industry Brand Academy in January 2011. Ms. Weng
was also awarded as one of the Outstanding Female Entrepreneur
in Shanghai Restaurant Industry, jointly by China Hotel
Association and Shanghai Restaurant Association in December
2011. Ms. Weng was awarded 100 Outstanding Female
Entrepreneur by China Outstanding Female Entrepreneur
Association in 2012 and 2015. Ms. Weng completed the
Certificate in Chinese Restaurant Management Course at the Hong
Kong Institute of Vocational Education in 2002 and the
International Business Management CEO course at the Center for
Overseas Academic and Cultural Exchanges, Tsinghua University
in November 2005. In 2018, Ms. Weng was selected as one of the
Top Ten Female CEOs by Forbes China.

24 TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018

R -8 B-_FT——F=H
T HAREZERARRNITES XA
—ERTF-_AREEASEITRAER - K
R—=NANEF—AMALRER  —ANLF
—RAE_ZETF_AHEERREB LR
KE - FUTTEREERAEENREHE
BR-MEER - ANER TREHDRE
Bo-SRITREREBERFLELR - MAR
SEAT - BN — N N\EZ RN E R
BEEENEERE -

SUITR _EENFREPEREHES LTE
MERGHEETEHARTEEREEES
HERREB - REEA_TTNE_T—
TFEPERTARE IR _FT-—TF=A
ErEREXFeMBZEeR THERT
BehENSE -FREIR_T——F— A%
TEBAE®RL  mEMERL PEREET
BfEg hEERMEHEL  PEBEEK
mE2ekerEsNREXREHEERZERS
BEHER T TEEZPEMEERTK
BECER - FREAN T ——F+ A
EhRGERE R EEBERTEBSH A M
BRLBERRBERLZEERZ - FK L
RZTE—ZFR-_T-—HAFEPEGEE LD
EXBHERETEARELLLERE -
SEUEITN _TE_FRRBEBEEHE SR
BEEERE UR_TTRF+-AEBE
B ERBEHINEMT R D REEE
SACEE(CEO)E - M= —\F T
BmaMATPEER T AL MEEF(CEC)Z — »



Biographies of Directors and Senior Management

Independent Non-Executive Directors

Mr. KWONG Chi Keung, JP (Justice of the Peace), aged 64, has
been appointed as an independent non-executive director,
chairman of remuneration committee, member of audit committee
and of nomination committee of the Company since 25 March
2011. Mr. Kwong is qualified as a solicitor in Hong Kong,
England, Australia (Victoria) and Singapore. He is a senior partner
of Messrs. Sit Fung Kwong and Shum.

Mr. Kwong was an independent non-executive director of (i)
Sparkle Roll Group Limited (formerly known as Global Food
Culture Group Limited, Jade Dynasty Food Culture Group Limited
and Jade Dynasty Group Limited respectively) (Stock Code: 970),
a company listed on the Main Board of the Stock Exchange, from
August 2002 to October 2007 and (i) Hang Ten Group Holdings
Limited (Stock Code: 448), a company which was listed on the
Main Board of the Stock Exchange since October 2002 until it
was privatized and delisted with effect from 20 March 2012.

Mr. Kwong was a former Deputy Chairman of the Copyright
Tribunal of Hong Kong and a member of the Administrative
Appeals Board and Panel of Inland Revenue Board of Review. Mr.
Kwong is the Immediate Past President of the Asian Patent
Attorneys Association, a World Intellectual Property Organization
appointed Neutral for Alternative Dispute Resolution and Uniform
Domain Name Dispute Resolution Policy Panelist, fellow of the
Chartered Institute of Arbitrators (London) and Hong Kong
Institute of Arbitrators, a Chartered Arbitrator, Center for Effective
Dispute Resolution Accredited Mediator, and a Notary Public. He
is a listed Arbitrator and Adjudicator of the Hong Kong
International Arbitration Center. Mr. Kwong is a member of the
Advisory Committee on Review of Patent System in Hong Kong
and Convenor of its Working Group on Interim Regulatory
Measures of Patent Practitioners, member of Working Group on
Intellectual Property Trading and Convenor of its subgroup on IP
Arbitration and Mediation. He is also a member of the Steering
Committee on Mediation, Chairman of its Accreditation Sub-
Committee, member of Regulatory Framework Sub-committee and
Vice-Chairperson of the Special Committee on Evaluative
Mediation set up by the Department of Justice. He is also a
Director of Applied Science and Technology Research Institute
(ASTRI).

Mr. Kwong obtained a bachelor’'s degree in laws (LLB) in
November 1976 and a postgraduate certificate in laws (PCLL) in
July 1977, both from the University of Hong Kong.
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EENSREEAERBE

Mr. KWONG Ping Man, aged 54, has been appointed as an
independent non-executive director, chairman of audit committee,
member of nomination committee and of remuneration committee
of the Company since 25 March 2011.

Mr. Kwong has rich experience in accounting and administration
and is currently a director of O’Park Corporate Services Limited.
He had previously worked as accountant, company secretary and
chief financial officer at various private companies and main board
listed companies.

Mr. Kwong had been an independent non-executive director of
Century Sunshine Group Holdings Limited (Stock Code: 509)
(formerly known as Century Sunshine Ecological Technology
Holdings Ltd. (Stock Code: 8276)) since September 2004, a
company listed on the Growth Enterprise Market (now known as
GEM) of the Stock Exchange until its listing was transferred to the
Main Board of the Stock Exchange on 1 August 2008. Mr.
Kwong currently is also the independent non-executive director of
Dragon King Group Holdings Limited (Stock Code: 8493), Royal
Deluxe Holdings Ltd. (Stock Code: 3789) and Group Sense
(International) Limited (Stock Code: 601).

Besides, Mr. Kwong had been an independent non-executive
director of the following companies until he retired from his office:
Elegance Optical International Holdings Limited (Stock Code: 907)
until April 2017, Clear Lift Holdings Ltd. (Stock Code: 1341) until
March 2017, Yat Sing Holdings Ltd. (Stock code: 3708) until
March 2016 and China Candy Holdings Limited (Stock Code:
8182) until February 2016.

Mr. Kwong obtained a bachelor’s degree in commerce accounting
from Curtin University of Technology in Australia in August 1996,
a postgraduate diploma in corporate administration (part-time)
from the Hong Kong Polytechnic University in November 1998
and a master’s degree in professional accounting from the Hong
Kong Polytechnic University in November 2003. He is a member
of the Australian Society of Certified Practicing Accountants (now
known as CPA Australia), a fellow member of the Hong Kong
Institute of Certified Public Accountants, and an associate
member of the Hong Kong Institute of Chartered Secretaries and
The Institute of Chartered Secretaries & Administrators
respectively.
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Mr. CHEUNG Kin Ting Alfred, aged 63, has been appointed as
an independent non-executive director, Chairman of nomination
committee, member of audit committee and of remuneration
committee of the Company since 25 March 2011. Mr. Cheung has
rich experience in the Chinese style fast food restaurant industry
in Hong Kong. From 2002 to 2009, he co-owned and operated
with others the Chinese-style fast food restaurants Cousin Cousin
Cafe in Hong Kong. Currently, Mr. Cheung has licensed the trade
name of aforesaid Chinese-style fast food restaurants to other
independent third parties in the PRC at no charge. Since 2004,
Mr. Cheung has been engaged in the provision of corporate
training on communication skills, interpersonal skills and team
building to corporations, including corporations in the restaurant
industry. He is also a film director, script-writer and producer.

He obtained a diploma of Arts in Chinese Language Literature
from the Hong Kong Baptist College (now known as Hong Kong
Baptist University) in June 1979 and an Executive Master of
Business Administration from The Hong Kong University of
Science and Technology in May 2009.

SENIOR MANAGEMENT

Mr. WONG Chung Yeung, aged 41, is the chief financial officer
and company secretary of the Company. Mr. Wong joined our
Group in January 2012 and is responsible for the overall
management of the Group’s finance and accounting, taxation,
information technology, investor relations and listing rules
compliance functions. He graduated from the Hong Kong
University of Science and Technology in 1999 with a bachelor’s
degree of business administration in accounting and is a member
of the Hong Kong Institute of Certified Public Accountants. Mr.
Wong has rich experience in finance and accounting profession.
Prior to joining the Group, Mr. Wong worked in Ernst & Young
from June 2000 to December 2011. Mr. Wong was appointed as
a non-executive director of Goal Forward Holdings Limited (Stock
Code: 1854) in May 2016.
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EENSREEAERBE

Mr. CHEN Zhi Xiong, aged 48, is the Vice President of our
Group. He has been with our Group since May 2000. Since
January 2013, Mr. Chen has become the Vice President of our
Group. He was an editor on the China Hotel and Catering
Industry Book Series Editorial Board from May 2005, honorary
consultant to the Provincial and Hong Kong Gourmet Weekly from
March 2006 and chairman of the Expert Committee of Zhuhai
Food & Beverage Association from June 2006. He was accredited
as China Cooking Master by China Hotel Association in 2003 and
accredited National Judge Qualification (Hotel) — First Class from
China Hotel Association in 2004. Mr. Chen was also awarded the
group silver award in the 5th National Cooking Skills Competition
in 2003 by The Organizing Committee of the 5th National
Cooking Skills Competition, the Hong Kong, Guangdong and
Macau Top Ten Chefs 2004 — Gold Award by the Editorial Board
of the Hong Kong, Guangdong and Macau Chefs Ceremony and
the Quan Guo Shi Jia Jin Shao Jiang in the China Hotel System
Service Skill Competition by the China Hotel System Service Skill
Competition (Zhongnan District) Organizing Committee in 2005. He
obtained a certificate from the Nutritional Occupational Skills
Testing Authority of the Ministry of Labor and Social Security for
passing the tests for nutritionist and Chinese cook in December
2005 and June 2007 respectively. In 2006, he was awarded a
Diploma of Membership by Les Amis d’Escoffier Society, Inc. (now
known as Les Amis d’Escoffier Society of New York, Inc.) as
Chen completed the ERS 5S
Management Certificate Course from the Hong Kong

Honorary Chairman. Mr.

Environmental Resource and Safety Institute in April 2009.
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Corporate Governance Report
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COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Board is committed to maintaining a high standard of
corporate governance practices to safeguard the interests of the
Company and its shareholders and to enhance corporate value
and accountability. These can be achieved by an effective Board,
segregation of duties with clear responsibility, sound internal
control, appropriate risk assessment procedures and transparency
to all the shareholders.

The Company has complied with all the code provisions as set
out in Appendix 14 (Corporate Governance Code and Corporate
Governance Report) to the Listing Rules throughout the year.
Besides, the Board has resolved to adopt the relevant code
provisions amendment in the Listing Rules during the year, which
has been in force from 1 January 2019.

BOARD OF DIRECTORS

The Board is in charge of the task of maximizing the financial
performance of the Group and making decisions in the best
interest of the Company. The Board is responsible for formulating
business policies and strategies, monitoring the performance of
the senior management of the Company, adopting and monitoring
internal business and management control,
budgets and business plans,

operational and financial performance, considering dividend policy,

approving and
monitoring annual reviewing
reviewing and monitoring the Company’s systems of financial
control and risk management. The Board has delegated the day-
to-day management, administration and operation of the Group
and implementation and execution of Board policies and
strategies to the executive directors and management of the

Company.
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As at 31 December 2018, the Board consists of seven members,
including four executive directors, Mr. YIP Shu Ming (Chairman),
Mr. CHAN Man Wai (Vice-Chairman), Mr. KU Hok Chiu, Ms.
WENG Peihe (Chief Executive Officer), and three independent
non-executive directors, Mr. KWONG Chi Keung, Mr. KWONG
Ping Man and Mr. CHEUNG Kin Ting Alfred. For the Board’s
composition under major diversified perspectives, one member is
female, one of them aged between 40 and 49, one aged between
50 and 59 and five aged 60 or above. All members are Chinese
with more than five years of service. Biographical details of each
of the directors are set out on pages 22 to 28 of this annual
report. Save as disclosed in this annual report, there is no
financial, business, family or other material/relevant relationship
among members of the Board.

All executive directors entered into service contracts with the
Company for a specific term commencing from 25 March 2017
and expiring on 24 March 2020, which could be terminated by
either party by giving not less than three months’ written notice.

In compliance with Rule 3.10 of the Listing Rules, the Company
has appointed three independent non-executive directors
(representing more than one-third of the Board), one of whom has
appropriate professional qualifications in accounting and financial
management. All the independent non-executive directors have
confirmed in writing to the Company that they have met all the
guidelines for assessing their independence as set out in rule
3.13 of the Listing Rules. All independent non-executive directors
renewed their respective letter of appointment for a specific term
commencing from 25 March 2017 and expiring on 24 March
2020, which could be terminated by either party by giving not less
than one month’s written notice.
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Not less than one-third of the Board are subject to retirement
from office by rotation at the annual general meeting provided
that every director shall be subject to retirement by rotation at
least once every three years in accordance with the Articles of
Association.

All directors, including independent non-executive directors, have
given sufficient time and effort to the affairs of the Group.
Independent non-executive directors have provided the Board with
their diversified expertise, experience and professional advice. The
Board believes that the ratio between executive directors and
independent non-executive directors is reasonable and adequate
to provide sufficient checks and balances in order to safeguard
the interests of shareholders of the Company and of the Group.
The Board also believes that the views and participation of the
independent non-executive directors in the Board and committee
meetings provide independent judgment on the issues relating to
strategy, performance, conflict of interest and management
process to ensure that the interests of all shareholders of the
Company are considered and safeguarded.

All directors have full and timely access to all relevant information
in relation to the Group’s businesses and affairs as well as
unrestricted access to the advice and services of the company
secretary, who is responsible for providing directors with board
papers and related materials. The directors may seek independent
professional advice at the Company’s expenses in carrying out
their duties and responsibilities.

The Company has subscribed appropriate and sufficient insurance
coverage on directors’ liabilities in respect of legal actions taken
against directors arising out of corporate activities.
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During the year ended 31 December 2018, the Board held four
regular board meetings. At these regular board meetings,
directors discussed and exchanged their views on significant
issues and general operations of the Group, formulated business
policies and strategies, reviewed the financial performance, budget
plan and approved the annual results for the year ended 31
December 2017 and the interim results of the Company for the
six months ended 30 June 2018.

The Board is responsible for performing the corporate governance
duties set out in paragraph D.3.1 of the Corporate Governance
Code, and in this regard the duties of the Board shall include:

(@)  to develop and review the Company’s policies and practices
on corporate governance;

(b) to review and monitor the training and continuous
professional development of directors and the senior
management;

(c)  to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors of the Company; and

(e) to review the Company’s compliance with the code and
disclosure in the Corporate Governance Report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for ensuring that sound and effective risk
management and internal control systems are maintained within
the Group. It
committees, namely Audit Committee and risk management and

is achieved by ongoing reviews through 2
internal control committee (the “Risk and Control Committee”).
Risk and Control Committee comprises the chief executive officer
and chief financial officer of the Company, an external PRC legal
advisor engaged by the Company, and Mr. KWONG Ping Man
(the independent non-executive director, who possesses relevant
experience to review and assess the effectiveness and adequacy
of the Company’s internal control measures). Such reviews cover
all material controls, and

including financial, operational

compliance controls.

The Company has also established an internal audit department in
which the internal audit manager is professionally qualified with
relevant experience to monitor and oversee daily operation of
internal control matters. The Risk and Control Committee is
the plans
recommended by the internal audit department and ii) ensuring

responsible for i) implementation of the remedial
the compliance with the Listing Rules and applicable laws, rules
and regulations in various business locations. The internal audit
department and Risk and Control Committee facilitate the annual
review of the risk management and internal control systems and
directly report to the Audit Committee. Any deficiencies and risks
identified during the review process will be evaluated and
addressed in the Audit Committee and be reported to the Board

if the impact is considered as significant.

Pursuant to the paragraph C.2.4 of the Corporate Governance
Code, the process described above and the main feature of the
Group’s risk management and internal control systems is through
effective  communications with various business units and
functional departments so as to identify, evaluate and manage
significant risks. Such systems are designed to manage rather
than eliminate the risk of failure to achieve business objectives,
and can only provide reasonable but not absolute assurance
against material misstatement or loss.
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Besides, the Company has according to the requirement under
part XIVA of the Securities and Futures Ordinance, established
written procedures for the handling and dissemination of inside
information and circulated to all staff and management who may
due to their roles and duties, be in possession of these potential
price sensitive information.

The Board, through the Audit Committee and Risk and Control
Committee, reviewed the effectiveness of the Group’s risk
management and internal control systems for the year ended 31
December 2018 in accordance to the requirement set out in
paragraph C.2.1 of the Corporate Governance Code, and
discussed with the management of the Company and its external
and internal auditors. It is considered that i) no material change in
the nature and extent of significant risks was noted since last
annual review, ii) no significant control failure or weakness that
may have a material impact on the Company’s financial
performance has been identified during the year, and iii) the
systems cover all material controls: including financial, operational
and compliance controls and risk management functions, are
effective and adequate to safeguard the Group’s assets and
shareholders’ interest.
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Attendance of the individual directors at the regular board
meetings and general meeting for the year ended 31 December

2018 is set out as follows:
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Regular Board

Annual

Extraordinary

Meetings General Meeting General Meeting
Attended/Total Attended/Total Attended/Total
ESESEHER RRBFKE BRI AE
HERY A HERY B HERAY A%
Executive directors
HITEE
Mr. YIP Shu Ming (Chairman) 4/4 11 1/1
ERREE(EE)
Mr. CHAN Man Wai (Vice-chairman) 4/4 11 1/1
BR X8 5% & (B /%)
Mr. KU Hok Chiu 4/4 11 i7al
HEBELE
Ms. WENG Peihe (Chief Executive Officer) 4/4 11 1/1
PR T (7THAEH)
Independent non-executive directors
BUHBITESE
Mr. KWONG Chi Keung 4/4 11 11
I s
Mr. KWONG Ping Man 4/4 11 i7al
BB I 32 5% A
Mr. CHEUNG Kin Ting Alfred 4/4 11 1/1
RERFEST A
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At least 14 days’ notice prior to the date of regular board meeting
is given to all directors and an agenda together with board
papers are sent to all directors no less than three days before the
date of regular board meeting. All directors are given opportunity
to include in the agenda any other matter that they would like to
discuss in the meeting. With respect to the board committee
meeting, reasonable prior notice is given to all committee
members. All directors and committee members of the board
committee are urged to attend the board meeting and board
committee meeting in person. For the directors and committee
members, who are unable to attend the meeting, participation

through electronic means are arranged and available.

Should a director has a potential conflict of interest in a matter
being considered in the board meeting, he will abstain from
voting. Independent non-executive directors with no conflict of
interest will be present at meetings dealing with such conflict of

interest issues.

The company secretary assists the chairman of the Board in
preparation of the agenda for the board meeting and board
committee meeting and ensures that all applicable rules and
regulations regarding the board meeting are followed. He also
prepares and keeps detailed minutes of each board meeting and
board committee meeting. Within a reasonable time after each
meeting, the draft minutes is circulated to all directors or
committee members for comment and the final and approved
version of minutes is sent to all directors or committee members
for their

committee, nomination committee and remuneration committee, all

records. Board committees, including the audit
follow the applicable principles, practices and procedures used in

board meetings.
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The Company has received from all directors records of their AARBEWEEZ-_ZE—N\F+_A=1+—
continuous professional development training for the year ended AEFEMBESNRAESZEEREEIIL
31 December 2018. Details of which are set out in below table: B FEBHEHIIAT

Type of Continuous Professional
Development

FEEXHRER
Attending Reading
training/ regulatory
seminar on updates or
regulatory information
development relevant to the
and directors’ Company or
duties its business
HEREA Bl i & AT
EEBRR EEERH

ESHE ABRE23IH
W e HEBHWESR

Mr. YIP Shu Ming v v
ERIALE
Mr. CHAN Man Wai v v
PR X {2 5 &
Mr. KU Hok Chiu v v/
HEBLE
Ms. WENG Peihe v v
F|mARLL
Mr. KWONG Chi Keung v v
BF 558 5% A
Mr. KWONG Ping Man v v/
BB I 32 58 A
Mr. CHEUNG Kin Ting Alfred v 4
RERFESE
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. YIP Shu Ming is the chairman of the Board and Ms. WENG
Peihe is the chief executive officer of the Company, in compliance
with the Code Provision A.2.1 of Appendix 14 to the Listing
Rules. The divisions of responsibilities between the chairman of
the Board and the chief executive officer of the Company are
clearly divided to ensure a balance of power and authority and to
reinforce their independence and accountability.

Mr. YIP Shu Ming, being the chairman, is responsible for
providing leadership to the Board and ensuring that the Board
functions effectively; that directors receive in timely manner
adequate information which is complete and reliable and that all
directors are properly briefed on issues arising at board meetings.
The chairman also encourages directors to participate actively in
and to make a full contribution to the Board’s affairs so that the
Board can act in the best interest of the Company.

Ms. WENG Peihe, being the chief executive officer of the
Company, is responsible for the daily operations of the Company,
execution of business policies, strategies, objectives and plans as
formulated and adopted by the Board and leading the
management of the Company.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF LISTED
ISSUERS (THE “MODEL CODE”)

The Company has adopted its own code for securities
transactions by directors on terms no less exacting than the
Model Code as set out in Appendix 10 to the Listing Rules. The
Company has made specific enquiries to all of the directors and
all of the directors confirmed that they have complied with the
required standards set out in the Model Code during the year.
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COMPLIANCE WITH NON-COMPETE
UNDERTAKING

The Company has received confirmation from the Controlling
Shareholders in respect of their compliance with the terms of the
Non-compete Undertaking for the year under review.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparation of
the financial statements for the financial year ended 31 December
2018 which are to give a true and fair view of the state of affairs
of the Company and of the Group as at that date and of the
Group’s results and cash flows for the year then ended and are
properly prepared on the going concern basis in accordance with
the applicable statutory requirements and accounting standards.
The directors, having made appropriate enquiries, confirm that
they are not aware of any material uncertainties relating to events
or conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

The statement of the external auditors of the Company
acknowledging their reporting responsibilities on the financial
statements is set out in the “Independent Auditors’ Report”

contained in this annual report.

BOARD COMMITTEES

The Board has established three board committees, namely audit
committee, remuneration committee and nomination committee, to
oversee particular aspects of the Company’s affairs. The board
committees are provided with sufficient resources to discharge
their duties.

The Board adopted a set of written terms of reference of each of
the board committees of the Company which are in line with the
Listing Rules requirements. The written terms of reference of each
of the board committees of the Company are posted on the
websites of the Stock Exchange and the Company.
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AUDIT COMMITTEE AND ACCOUNTABILITY

The Company has established an Audit Committee since 25
March 2011 with written terms of reference (amended on 1
January 2016 and 1 January 2019) in compliance with Rule 3.21
of the Listing Rules. The terms of reference of the Audit
Committee are available on the websites of the Stock Exchange
and the Company. The Audit Committee comprises three
members who are all independent non-executive directors, namely
Mr. KWONG Ping Man (the Chairman), Mr. KWONG Chi Keung
and Mr. CHEUNG Kin Ting Alfred. The Audit Committee reports to
the Board and is delegated by the Board to assess matters
related to the financial statements. Under its terms of reference,
the Audit Committee is required to perform, amongst the others,
the following duties:

° making recommendation to the Board on appointment, re-
appointment and removal of external auditor and approving
the remuneration and terms of engagement of that external
auditor, and any questions of its resignation or dismissal;

° reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards;

° reviewing the Company’s financial controls, risk management
and internal control procedures and systems;

° reviewing the Group’s financial and accounting policies and
practices;

° facilitating the communication between external auditors,
internal audit department and management;

° ensuring that management has performed its duty to have an
effective internal control and risk management systems; and

° monitoring the integrity of the Company’s financial statements
and annual reports and accounts and half-year reports.
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For the year ended 31 December 2018, four Audit Committee
meetings were held and all minutes were kept by the company
secretary. The Audit Committee has reviewed the accounting
policies and practices adopted by the Company, annual results
and annual report of the Company for the year ended 31
December 2017, and the unaudited interim results and interim
report of the Company for the six months ended 30 June 2018,
assessed the effectiveness of the Company’s internal control and
risk management systems, reviewed the renewal of the continuing
connected transactions as well as considered the amendment of
terms of reference of the Audit Committee. The Audit Committee
reported that there was no material uncertainty relating to events
or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern.

Attendance of individual members of the Audit Committee at
meetings for the year ended 31 December 2018 is set out as
follows:
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Mr. KWONG Ping Man (Chairman) 4/4
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Mr. KWONG Chi Keung 4/4
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Mr. CHEUNG Kin Ting Alfred 4/4
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AUDITOR’S REMUNERATION

The remuneration paid to the Company’s external auditor is set
out as follows:

¥ B4 B 5 BA

SN TFARBINSZEED 2 H MBI T -

Fee paid/payable

e ENER
2018 2017
—2— 5 [t I
RMB’000 RMB’000
AR¥T AR®F T
Type of service: Pk %% tE 48 -
Audit services Bz R 1,224 1,122
Non-audit services (Including tax advisory IEEZIRSE (BEHRBEE
and tax compliance services) R B B AR AR T) 25 96
Total &t 1,249 1,218

REMUNERATION COMMITTEE

The Company has established a Remuneration Committee since
25 March 2011 with written terms of reference in accordance with
Rule 3.25 of the Listing Rules. The terms of reference of the
Remuneration Committee are available on the websites of the
Stock Exchange and the Company. The principal responsibilities
of the Remuneration Committee include but not limited to make
recommendations to the Board on the overall remuneration policy
and structure and remuneration packages relating to all directors
and senior management of our Group and ensure none of the
directors determine their own remuneration. The Remuneration
Committee comprises three members who are all independent
non-executive directors, namely Mr. KWONG Chi Keung (the
Chairman), Mr. KWONG Ping Man and Mr. CHEUNG Kin Ting
Alfred.
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For the year ended 31 December 2018, one Remuneration
remuneration
The

Remuneration Committee has made recommendation to the board

Committee meeting was held to review the

packages of the directors and senior management.
on the remuneration package of senior management of the
Company. No director or his associate is involved in deciding his
own remuneration.

Attendance of individual members of the Remuneration Committee
at meeting for the year ended 31 December 2018 is set out as
follows:
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Mr. KWONG Ping Man 11
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Mr. CHEUNG Kin Ting Alfred 11
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For the year ended 31 December 2018, the remuneration of the
members of the senior management by band is set out below:

BHE_Z-N\F+_A=+—HIEFESR
EEABZHMARNDT

Number of

persons

Remuneration band (RMB) HEAR (AR A
1,500,001 to 2,000,000 1,500,00122,000,000 2

5,000,001 to 5,500,000

Further particulars regarding the directors’ and chief executive’s
emoluments and the five highest paid employees as required to
be disclosed pursuant to Appendix 16 of the Listing Rules are set
out in notes 8 and 9 to the financial statements.

5,000,001%5,500,000
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NOMINATION COMMITTEE

The Company has established a Nomination Committee since 25
March 2011 with written terms of reference amended on 28
March 2012 in accordance with A.5 of Appendix 14 to the Listing
Rules. The terms of reference of the Nomination Committee are
available on the websites of the Stock Exchange and the
Company. The Nomination Committee is responsible for, including
but not limited to, making recommendations to the Board
regarding candidates to fill vacancies of the Board. The
Nomination Committee comprises three members who are all
independent non-executive directors, namely Mr. CHEUNG Kin
Ting Alfred (the Chairman), Mr. KWONG Chi Keung and Mr. KWONG
Ping Man.

As the Company sees the importance of the Board’s diversity in
achieving a sustainable and balanced development. The Company
adopted board diversity policy. Therefore, while the Board’s
appointment will be based on meritocracy, a range of diversity
perspectives will also be considered, including but not limited to
cultural and educational background, professional experience,
skills, knowledge, gender, age, ethnicity and length of service.

During the year ended 31 December 2018, one Nomination
Committee meeting was held by the Nomination Committee,
members of the Nomination Committee have reviewed the
composition of the Board which is determined by directors’ skills
and experience appropriate to the Company’s business and the
nomination policy of the Company. Besides, the Board has
approved and adopted the nomination policy (the “Nomination
Policy”) which was effective from 1 January 2019.
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Attendance of individual members of the Nomination Committee at HE_ZT-N\FTA=T—HILFERSE
meeting for the year ended 31 December 2018 is set out as ZEg@ARKELEERENTHERINMT
follows:
Meetings
Committee Members Attended/Total
ZEERE HERE B
Mr. CHEUNG Kin Ting Alfred (Chairman) 1/1
SRERESL A (FE)
Mr. KWONG Chi Keung 1/1
BF 558 5 A&
Mr. KWONG Ping Man 11
BB IR 3 % &

NOMINATION POLICY

Pursuant to the Nomination Policy, the Nomination Committee has
been delegated to identify individuals suitably qualified to become
Board members and select or make recommendations to the
Board on the selection of individuals nominated for directorships.
The Board is ultimately responsible for selection and appointment
of new Directors.

The Nomination Committee should utilize various methods for
identifying candidates for directorship, including recommendations
from Board members, management, and professional search firms.
In addition, the Nomination Committee will consider candidates for
directorship properly submitted by the shareholders of the
Company.
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The evaluation of candidates for directorship by the Nomination
Committee may include, without limitation, review of resume and
job history, personal interviews, verification of professional and
personal references and performance of background checks. The
Board will consider the recommendations of the Nomination
Committee and is responsible for designating the candidates for
directorship to be considered by the Shareholders for their
election at the general meeting of the Company, or appointing the
suitable candidate to act as Director to fill the Board vacancies or
as an additional to the Board members, subject to compliance of
the constitutional documents of the Company. All appointments of
Director should be confirmed by letter of appointment and/or
service contract setting out the key terms and conditions of the
appointment of the Directors.

The Nomination Committee should consider the following
qualifications as a minimum criteria to be required for a candidate
in recommending to the Board to be a potential new Director, or
the continued service of existing Director:

° the highest personal and professional ethics and integrity;

° proven achievement and competence in the nominee’s field
and the ability to exercise sound business judgment;

° skills that are complementary to those of the existing Board;

° the ability to assist and support management and make
significant contributions to the Company’s success;

° an understanding of the fiduciary responsibilities that is
required for a member of the Board and the commitment of
time and energy necessary to diligently carry out those
responsibilities;

° independence: the candidates for independent non-executive
directorship should meet the “independence” criteria as
required under the Listing Rules and the composition of the
Board is in conformity with the provisions of the Listing
Rules.

The Nomination Committee may also consider such other factors
as it may deem are in the best interests of the Company and its
Shareholders as a whole.
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SHAREHOLDERS’ RIGHTS
Convening EGM

The following procedures for shareholders to convene an EGM of
the Company are prepared in accordance with Articles 64 of the
Articles of Association:

(1) One or more shareholders (“Requisitionist(s)”) holding, at the
date of deposit of the requisition, not less than one tenth of
the paid up capital of the Company having the right of
voting at general meetings, shall have the right, by written
notice, to require an EGM to be called by the directors for
the transaction of any business specified in such requisition.

(2)  Such requisition shall be made in writing to the directors or
the company secretary of the Company and lodged with (i)
the head office and (ii) the registered office of the Company
in the Cayman Islands at Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111, Cayman lIslands.

(8) The EGM shall be held within two months after the deposit
of such requisition.

(4) If the directors fail to proceed to convene the EGM within
twenty-one (21) days of such deposit, the Requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the Requisitionist(s) as a
result of the failure of the directors shall be reimbursed to
the Requisitionist(s) by the Company.

Procedures for putting forward proposals at general
meetings by shareholders

There are no provisions under the Articles of Association or the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman regarding procedures for
shareholders to put forward proposals at general meetings other
than a proposal of a person for election as director. Shareholders
may follow the procedures set out above to convene an
extraordinary general meeting for any business specified in such
written requisition.

Islands
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Procedures for Shareholders to Propose a Person for
Election as a Director

The following procedures for a shareholder of the Company to
propose a person for election as a director of the Company are
prepared in accordance with article 110 of the Articles of
Association:

A shareholder may propose a person (“Candidate”) for election as
a director at a general meeting by lodging the following documents
within the period mentioned below at the head office and principle
place of business of the Company in Hong Kong at Unit 3 on 10th
Floor, Greenfield Tower, Concordia Plaza, No. 1 Science Museum
Road, Kowloon, Hong Kong or the branch share registrar and
transfer office (“Hong Kong Share Registrar”) of the Company in
Hong Kong, Tricor Investor Services Limited at Level 22, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong:

(@)  a written notice (“Proposal Notice”) of the intention to propose
the Candidate for election as a Director, which must (i) state
the information of the Candidate as required by Rule
13.51(2) of the Listing Rules, which is available on the Stock
Exchange’s website (www.hkex.com.hk); and (i) must be
signed by the nominating shareholder; and

(b) a written notice (“Consent Notice”) by the Candidate, which
must () indicate his/her willingness to be elected as a
Director and consent to the publication of his/her personal
information as required by Rule 13.51(2) of the Listing Rules;
and (i) must be signed by the Candidate.

The Proposal Notice and the Consent Notice shall be lodged with
the head office or the Hong Kong Share Registrar of the
Company for a period of at least seven (7) clear days
commencing no earlier than the day after the despatch of the
notice of the general meeting and ending no later than seven (7)
clear days before the date of such general meeting.

To enable the shareholders to make an informed decision on their
election at a general meeting, the Company shall publish an
announcement or issue a supplemental circular as soon as
practicable after the receipt of the Proposal Notice and the
Consent Notice. The Company shall include particulars of the
Candidate in the announcement or the supplementary circular.
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The Company shall assess whether or not it is necessary to
adjourn the general meeting of the election to give shareholders
(10)
information disclosed

at least ten business days to consider the relevant
in the announcement or supplemental

circular.

The aforesaid procedures have been uploaded to the Company’s
website.

Procedures for Directing Shareholders’ Enquiries to
the Board

To direct enquiries to the Board, the shareholders should submit
his/her detailed contact
information to the company secretary at the following:

enquiries in writing with his/her

By post to the head office

Tel: (852) 2180-7055

Fax: (852) 2180-7056

Email: info@tanggong.cn
Website: http://www.tanggong.cn

INVESTOR RELATIONS AND SHAREHOLDERS’
COMMUNICATIONS

The Company understands the importance of maintaining effective
mutual communication with its shareholders and values every
opportunity to communicate with them. The Company has
adopted a policy of disclosing clear and relevant information to
shareholders through various channels in a timely manner. Annual
and interim reports are printed and sent to all shareholders by
post as
provisions of the Listing Rules by posting announcements,

requested. The Company has also complied with

notices, annual reports, interim reports and shareholders’ circulars
on the websites of the Stock Exchange and the Company
(http://www.tanggong.cn). Apart from these documents, press
releases and newsletters are posted on the Company’s website to
enhance its transparency. Being constantly updated in a timely
manner, the website also contains a wide range of additional

information on Company’s business activities.
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In addition to publication of information, the annual general
meeting of the Company provides a forum for communication
between shareholders and directors. The chairman of the Board in
person chairs the annual general meeting to ensure shareholders’
views are communicated to the Board. Moreover, the briefing on
the Company’s business and the questions and answer session at
the annual general meeting allow shareholders to stay informed of
the Group’s strategies and goals.

In addition to the chairman of the Board, the chairman of the
board committees, or in their absence, other members of the
respective committees and the external auditors of the Company,
are available to answer any queries that shareholders may have.
The chairman of the Board will propose separate resolutions for
each issue to be considered at the annual general meeting.

The annual general meeting proceedings are reviewed from time
to time to ensure that the Company follows best corporate
governance practices and shareholders’ rights are preserved.
Notice of annual general meeting is delivered to all shareholders
at least 20 clear business days prior to the date of the annual
general meeting, setting out details of each proposed resolution,
voting procedures and other relevant information. The procedures
for demanding and conducting a poll will be explained by the
chairman of the Board at the annual general meeting. Poll results
are released by way of publication of an announcement.

CONSTITUTIONAL DOCUMENTS

During the year, there is no significant change in the Company’s
constitutional documents.
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The directors present their report and the audited financial
statements for the year ended 31 December 2018.

PRINCIPAL ACTIVITY

The Company acts as an investment holding company. Principal
activities of its principal subsidiaries are set out in note 1 to the
financial statements. There were no significant changes in the
nature of the Group’s principal activities during the year.

BUSINESS REVIEW

The Group’s fair review of the business during the year and
discussion on the future business development of the Group are
set out in the “Chairman’s Statement” and “Management
Discussion and Analysis” from pages 6 to 9 and pages 10 to 21
respectively of this annual report.

There are no important events affecting the Group that have
occurred since the end of 31 December 2018.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s financial condition, results of operations, businesses
and prospects would be affected by a number of risks and
uncertainties including business risks, operational risks and
financial management risks.

The details of financial risk management objectives and practices
of the Group is set out in note 34 to the financial statements.

There may be other risks and uncertainties in addition to those
mentioned above which are not known to the Group or which
may not be material now but could turn out to be material in the
future.
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RELATIONSHIP WITH SUPPLIERS, CUSTOMERS
AND OTHER STAKEHOLDERS

The Group understands the importance of maintaining a good
relationship with its suppliers and customers to meet its
immediate and long-term goals. The management will continue to
develop efficient communication platform to enhance relationships
with individual and corporate customers, which enjoys good
relationship with suppliers and customers. During the year of
2018, there were no material and significant dispute between the
Group and its suppliers and/or customers. The Group also
recognises the importance of human resources to its success.
Details are disclosed on page 20 in this annual report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group is committed to the long term sustainability of the
environment and communities in which it operates. Acting in an
environmentally responsible manner, the Group endeavours to
comply with laws and regulations regarding environmental
protection and adopt effective measures to achieve efficient use of
resources, energy saving and waste reduction. Green initiatives
and measures have been adopted in the Group’s managed
restaurants. Such initiatives include recycling of recyclable waste,
various energy saving measures and water saving practices. The
Group will disclose further details in its Environmental, Social and
Governance report which will be published subsequent to this
annual report in accordance with the requirement of Rule 13.91
and the reporting framework of Appendix 27 of the Listing Rules.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries established in the Mainland China while the Company
itself is incorporated in the Cayman Islands with its shares listed
on the Stock Exchange. Our establishment and operations
accordingly shall comply with relevant laws and regulations in the
Cayman lIslands, Mainland China and Hong Kong. During the year
ended 31 December 2018 and up to the date of this report, we
have complied with all the relevant laws and regulations in the
Mainland China, Hong Kong and the Cayman Islands that have a
significant impact on the Group.
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RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2018
are set out in the consolidated statement of profit or loss on
page 88 of this annual report.

An interim special dividend of HK3.40 cents per ordinary share
amounting to approximately RMB30,520,000 in total was paid to
the shareholders of the Company during the year.

The directors recommend the payment of a final dividend of
HK9.20 cents per ordinary share in respect of the year ended 31
December 2018 to the shareholders whose names appear on the
register of members of the Company on 20 June 2019, total
amounting to approximately RMB84,653,000.

DIVIDEND POLICY

The Board of the Company has approved and adopted the
dividend policy (the “Dividend Policy”) which became effective
since 1 January 2019. According to the Dividend Policy, the
Company considers stable and sustainable returns to
shareholders of the Company to be its goal and endeavours to
maintain a dividend policy to achieve such goal. In deciding
whether to propose a dividend and in determining the dividend
amount, the Board would take into account the Group’s results of
operations, earnings performance, cashflows, financial condition,
future prospects and other factors that the Board may consider
relevant. Whilst the Board will review from time to time for
determination on proposed dividend with the above factors taken
into account, there can be no assurance that dividends will be

declared or paid in any particular amount for any given period.
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the entitlement of the
Shareholders to attend and vote at the AGM, the register of
members of the Company will be closed from 10 June 2019 to
14 June 2019 (both days inclusive), during which period no
transfer of share(s) will be effected. In order to be eligible to
attend and vote at the AGM, all transfers documents,
accompanied by the relevant share certificates, must be lodged
with Tricor Investor Services Limited, the branch share registrar
and transfer office of the Company in Hong Kong, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on 6 June 2019.

The proposed final dividend is subject to the passing of an
ordinary resolution by the Shareholders at the AGM. For the
purpose of determining the entitlement of the Shareholders to the
final dividend for the year ended 31 December 2018 (if approved),
the register of members of the Company will be closed on 20
June 2019, during which no transfer of share(s) will be effected.
To be entitled to the final dividend for the year ended 31
December 2018 (if approved), all transfers documents,
accompanied by the relevant share certificates, must be lodged
with Tricor Investor Services Limited, the branch share registrar
and transfer office of the Company in Hong Kong, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on 19 June 2019.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-
controlling interests of the Group for the last five financial years is
set out on pages 216 to 217 of this annual report. This summary
does not form part of the audited financial statements of the
Group for the year ended 31 December 2018.
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SHARE CAPITAL

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

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s distributable reserves as at 31 December 2018,
as calculated in accordance with the provisions of the Companies
Law of the Cayman Islands, amounted to RMB33,807,000, which
included the share premium account of the Company amounting
to RMB9,853,000. Under the Companies Law, Cap 22 (Law 3 of
1961, as consolidated and retasted) of the Cayman Islands and
the provisions of the Company’s Articles of Association, the share
is distributable to its
shareholders provided that immediately following the distribution

premium account of the Company,

or the payment of dividends, the Company is able to pay its
debts as they fall due in the ordinary course of business.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions
amounting to RMB48,000.
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DIRECTORS =

The directors during the year and up to the date of this report THAAFEREEAFEABIENES
were:

Executive Directors BITES

Mr. YIP Shu Ming ER R LE

Mr. CHAN Man Wai G

Mr. KU Hok Chiu HEHEE

Ms. WENG Peihe SR+
Independent Non-Executive Directors BIBPITES
Mr. KWONG Chi Keung BB 98 e A

Mr. KWONG Ping Man BB AR 3 % A

Mr. CHEUNG Kin Ting Alfred o BR T ST A

In accordance with the provisions of the Company’s Articles of BERAFABERMA G TE2BE
Association, Mr. KU Hok Chiu, Ms. WENG Peihe and Mr. KWONG £ SBERLLIRBERTEBRERTA

Chi Keung will retire as directors by rotation and, being eligible, EF UHREERRBFASEEKRER
will offer themselves for re-election as directors at the forthcoming EBEIEEZE-

AGM.

The Company has received annual confirmations of independence RARBERR EMHRAIE3 AR R EEE

pursuant to Rule 3.13 of the Listing Rules from Mr. KWONG Chi BBER AL - BRSNS E MR ESLENTF
Keung, Mr. KWONG Ping Man and Mr. CHEUNG Kin Ting Alfred. EBIGHHERE NARERH A1 A
As at the date of this report, the Company still considers these MAREBZEBLFNTESTAFRE LD -
independent non-executive directors to be independent.
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DIRECTORS’ SERVICE CONTRACTS

Each of Mr. YIP Shu Ming, Mr. CHAN Man Wai, Mr. KU Hok Chiu
and Ms. WENG Peihe, all being executive directors, has entered
into a service contract with the Company for a specific term of
three years commencing from 25 March 2017 and expiring on 24
March 2020, which could be terminated by either party by giving
not less than three months’ written notice.

Each of Mr. KWONG Chi Keung, Mr. KWONG Ping Man and Mr.
CHEUNG Kin Ting Alfred, all being independent non-executive
directors, has been appointed for a specific term of three years
commencing from 25 March 2017 and expiring on 24 March
2020, which could be terminated by either party by giving not less
than one month’s written notice. The appointments are subject to
the provisions of the Articles of Association with regard to
vacation of office of directors, removal and retirement by rotation
of directors.

No director proposed for re-election at the forthcoming AGM has
a service contract with the Company or any of our subsidiaries
which is not terminable by the employer within one year without
payment of compensation (other than statutory compensation).

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of directors of the Company and senior
management of the Group are disclosed in the section headed
“Biographies of Directors and Senior Management” on pages 22
to 28 of this annual report.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Other than the Share Option Scheme and Share Award Plan
disclosed below, at no time during the year was the Company, its
holding company, or any of its subsidiaries, a party to any
arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES AND DEBENTURES

As at 31 December 2018, the interests and short positions of the
directors and chief executive of the Company in the shares and
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO), as recorded in the register maintained by the Company
under section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code

EERFTETBRAERKRG REH
RO REEETNEZR XA

RZZE-NFE+_A=+—H ARAESF
REBITBRABRARA MEEMAREE
(E&REFEHLHEEMEXVE) 2B - 18
Rl REEET  BEALERARFAR
EREFLHEGRIIEB2MEFEZELMA
ZREEAR  IRBERETAAMEAR
AR ER AR FHBEINNT

as follows:

Number of ordinary shares ™o© 7

EFREE Wi
Percentage of
the issued share
Held by capital of the
controlled Company
Beneficial corporation LR NN
Name of Director owners B & Total ERITRAE
EENF BEZEEA EZEEE wEt [ER
Ordinary shares of HK$0.05 each of
the Company
NN AR EE0.057%8 T 2 i AR
Mr. YIP Shu Ming (“Mr. YIP”) — 246,750,000 (L) 246,750,000 (L) 23.15%
ERmEsE(TEx4]) Note 2) (7 #22)
Mr. CHAN Man Wai (“Mr. CHAN’) 9,134,000 (L) 352,500,000 (L) 361,634,000 (L) 33.84%
BRCESEE(TERE A ZIEEY
Mr. KU Hok Chiu (“Mr. KU”) — 105,850,000 (L) 105,850,000 (L) 9.93%
hEBREE( 4D (oD e
Ms. WENG Peihe (“Ms. WENG”) 283,790,000 (L) = 23,790,000 (L) 2.22%

SEALE(HRL])
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Notes:

The letter “L” denotes the directors’ long position in the shares of
the Company or the relevant associated corporation.

These shares were held by Current Success Investments Limited,
which is wholly-owned by Mr. YIP Shu Ming. By virtue of the SFO,
Mr. YIP is taken to be interested in the shares held by Current
Success Investments Limited.

These shares were held by Best Active Investments Limited, which
is wholly-owned by Mr. CHAN Man Wai. By virtue of the SFO, Mr.
CHAN is taken to be interested in the shares held by Best Active
Investments Limited.

These shares were held by Bright Mind Investments Limited, which
is wholly-owned by Mr. KU Hok Chiu. By virtue of the SFO, Mr. KU
is taken to be interested in the shares held by Bright Mind

Investments Limited.

Save as disclosed above, as at 31 December 2018, none of the

directors or chief executive of the Company had registered an

interest or short position in the shares, underlying shares or

debentures of the Company or any of its associated corporations

that was required to be recorded pursuant to section 352 of the

SFO, or as otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2018, the interests or short positions of the
persons (other than a director or chief executive of the Company)
in the shares and underlying shares of the Company as recorded
in the register required to be kept by the Company pursuant to
section 336 of the SFO (“SFO Register”) were as follows:

FTERRRROREBROOES

RZE—N\F+-_A=+—H RARQRAK
MBI P IRIEFE F L E 50 5336
BARRBTFEEZER ([EH KBS
B EEERIRE 2&F (R
RABEFHRETETHAERIMN DT :

Name of Shareholders Capacity/nature of interest

Number and
class of Approximate
securities Mo 7

REHER

percentage of
shareholding

60

BER®E B5  RuHtE 2 g onE BESNES K

Current Success Investments Limited Beneficial owner 246,750,000 23.15%
(Note 2) (H i£2) ExBEAEA shares (L)
R 2 (L)

Ms. WONG Sau Mui Nete 2 Interest of spouse 246,750,000 23.15%
= A W 2L A W2 e 18 4 2 shares (L)
B (L)

Best Active Investments Limited Beneficial owner 352,500,000 32.98%
(Note 3) (A 5) EmnlEAA shares (L)
B (L)

Ms. AU Yim Bing M3 Interest of spouse 361,634,000 33.84%
@ WK 2L 4 s Bic 48 7 &= shares (L)
B (L)

Bright Mind Investments Limited Beneficial owner 105,850,000 9.93%
{iNote, ) (Kiit4) EmiEA A shares (L)
B (L)

Ms. KU Wai Man (ete 4 Interest of spouse 105,850,000 9.93%
H B R g WEe fic (5 #E &= shares (L)
B (L)

Orchid Asia IV, L.P. (Nete 5 #i5) Beneficial owner 82,705,000 7.74%
ExBEAA shares (L)
&% 13 (L)
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Number and

class of Approximate

securities Mo 7 percentage of

Name of Shareholders Capacity/nature of interest EFBHEEER shareholding

REREE B,/ RuEtE o KU REBNOBTDSE

OAIV Holdings, L.P. (ote 9(iizs) Interest of a controlled 82,705,000 7.74%
corporation shares (L)
R HAE R B (L)

Orchid Asia IV Group Management, Interest of a controlled 82,705,000 7.74%
Limited (Note 9 (17t5) corporation shares (L)
REEhEEE R A& (L)

Orchid Asia IV Group, Limited Interest of a controlled 82,705,000 7.74%
(Note 5) (R i£5) corporation shares (L)
REHDEEER B (L)

Orchid Asia IV Investment, Limited Interest of a controlled 82,705,000 7.74%
(Note 5) (i} i£5) corporation shares (L)
R HAE E R B2 (L)

YM Investment Limited Interest of a controlled 84,115,000 7.87%
(Note &) (Fi#£5) corporation shares (L)
REEhEEE R A& 5 (L)

Ms. LAM Lai Ming (ete 9 Founder of a discretionary 84,115,000 7.87%
BB BR 2 - (e trust shares (L)
2 REFEEIA B (L)

Mr. LI Gabriel Note & Founder of a discretionary 84,115,000 7.87%
2 BB S A Wats) trust shares (L)
PREEFTAIMA B (L)

The LI Family (PTC) Limited Moe 5(#is) Trystee 84,115,000 7.87%
ZFEA shares (L)
A7 (L)
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Notes:
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The letter “L” denotes the shareholder’s long position in the shares
of the Company.

These shares were beneficially owned by Current Success
Investments Limited, which was wholly-owned by Mr. YIP Shu Ming.
By virtue of the SFO, Mr. YIP is taken to be interested in the shares
held by Current Success Investments Limited. Ms. WONG Sau Mui
is the spouse of Mr. YIP. Under the SFO, Ms. WONG is taken to be
interested in the shares in which Mr. YIP is interested.

These shares were beneficially owned by Best Active Investments
Limited, which was wholly-owned by Mr. CHAN Man Wai. By virtue
of the SFO, Mr. CHAN is taken to be interested in the shares held
by Best Active Investments Limited. Ms. AU Yim Bing is the spouse
of Mr. CHAN. Under the SFO, Ms. AU is taken to be interested in
the shares in which Mr. CHAN s interested.

These shares were beneficially owned by Bright Mind Investments
Limited, which was wholly-owned by Mr. KU Hok Chiu. By virtue of
the SFO, Mr. KU is taken to be interested in the shares held by
Bright Mind Investments Limited. Ms. KU Wai Man is the spouse of
Mr. KU. Under the SFO, Ms. KU is taken to be interested in the
shares in which Mr. KU is interested.
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5) So far as the directors are aware of, these shares were beneficially
owned as to 82,705,000 shares by Orchid Asia IV, L.P. and as to
1,410,000 shares by Orchid Asia IV Co-investment, Limited. Orchid
Asia IV, L.P. was wholly controlled by OAIV Holdings, L.P., which
was in turn wholly controlled by Orchid Asia IV Group Management,
Limited, which was in turn wholly controlled by Orchid Asia IV
Group, Limited, which was in turn wholly controlled by Orchid Asia
IV Investment, Limited, which was approximately 92.61% controlled
by YM Investment Limited. Orchid Asia IV Co-investment, Limited
was wholly controlled by YM Investment Limited. Under the SFO,
OAIV Holdings, L.P., Orchid Asia IV Group Management, Limited,
Orchid Asia IV Group, Limited, Orchid Asia IV Investment, Limited
and YM Investment Limited were taken to be interested in the
shares beneficially owned by Orchid Asia IV, L.P.,, and YM
Investment Limited was taken to be interested in the shares
beneficially owned by Orchid Asia IV Co-investment, Limited. Ms.
Lam Lai Ming and Mr. Li Gabriel were also interested in YM
Investment Limited through The LI Family (PTC) Limited as Trustee
and were taken to be interested in the shares in which YM
Investment Limited was interested.

(6) Upon the Share Subdivision becoming effective on 5 June 2018, pro-
rata adjustments have been made to the number of shares of the
Company accordingly.

Save as disclosed above, as at 31 December 2018, no person
(other than a director or chief executive of the Company) had
registered an interest or short position in the shares and
underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to section 336 of
the SFO.
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SHARE OPTION SCHEMES AND SHARE AWARD
PLAN

(a)

Share Option Scheme

Up to and as at 31 December 2018, no options have been

granted or agreed to be granted pursuant to the Share

Option Scheme. Summary of some of the principal terms of

the Share Option Scheme are as follows:

(1)

(1)

Purposes

The purpose of the Share Option Scheme is to enable
the Company to grant options to selected participants
as incentives or rewards for their contribution to the
Company. The directors consider the Share Option
Scheme, with its broadened basis of participation, will
enable the Company to reward the employees, the
directors and other selected participants for their
contributions to the Company.

Qualifying participants

The directors may, at its absolute discretion, invite any
person belonging to any of the following classes of
participants, to take up options to subscribe for
shares:

(aa) any employee (whether full-time or part-time
including any executive director but excluding
any non-executive director) of the Company, any
of its subsidiaries or any entity (“Invested Entity”)
in which any member of the Company holds an
equity interest;

(bb) any non-executive directors (including
of the
Company, any of its subsidiaries or any Invested

Entity;

independent non-executive directors)

TANG PALACE (CHINA) HOLDINGS LIMITED
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(cc)

(dd)

any supplier of goods or services to any member
of the Company or any Invested Entity;

any customer of any member of the Company or
any Invested Entity;

(ee) any person or entity that provides research,

(ff)

and,

development or other technological support to
any member of the Company or any Invested
Entity;

any shareholder of any member of the Company
or any Invested Entity or any holder of any
securities issued by any member of the
Company or any Invested Entity;

any advisor (professional or otherwise) or
consultant to any area of business or business
development of any member of the Company or
any Invested Entity;

any other group or classes of participants who
have contributed or may contribute by way of
joint venture, business alliance or other business
arrangement to the development and growth of
the Company;

for the purposes of the Share Option Scheme,

the offer for the grant of option may be made to any

company wholly owned by one or more persons

belonging to any of the above classes of participants.

(cc)

()

AR st BB A HE AT &l =

Directors’ Report
EEE®RE

RRBHMEMKE R RIKAE
MEZREEBNEY IR
B H) e

CERNOEZ Pk
EARRARBREHS
5 3 0 o 3t 2R 4 £ T A
TRER

ARABMEMK B 2RI HAE
A2 E BB EMBRR
AR BEAIKE QA
EFRAXREERMEITH
RERTEMAESFNEM
FAAN:

AR AMEM KB QA A
MEZHEEBERETMNEBER
[ 3k % 75 5 2 10 (F o] B ]
(BESHEMTHEH)LEX
BEE

NEBEmEMRE  XHH
B EMEBLTHREAQ
AMERLRERAER %K
A] BE B BR A9 (T o] H fth 5 8]
SRS EE

AT

PRI LRI 2 EE N AT
ZANTEEHRBENETAARE
EERHERE-

BE (hE) ZRERAH
2018 F#R

65



66

Directors’ Report

EEERE

(i) Maximum number of shares

(aa)

The maximum number of shares which may be
issued upon the exercise of all outstanding
options granted and yet to be exercised under
the Share Option Scheme and any other share
option scheme adopted by the Company must
not in aggregate exceed 30% of the share
capital of the Company in issue from time to

time.

The total number of the shares which may be
allotted and issued upon the exercise of all
options (excluding, for this purpose, options
which have lapsed in accordance with the terms
of the Share Option Scheme and any other
share option scheme of the Company) to be
granted under the Share Option Scheme and any
other share option scheme of the Company must
not in aggregate exceed 10% of the shares in
issue on the Listing Date (“General Scheme
Limit”), being 80,000,000 shares (after pro-rata
adjustments upon the Share Subdivision which
effective on 5 June 2018).
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(cc)

Subject to (aa) above but without prejudice to (dd)
below, the Company may seek approval of the
shareholders of the Company in general meeting
to refresh the General Scheme Limit provided
that the total number of shares which may be
allotted and issued upon exercise of all options
to be granted under the Share Option Scheme
and any other share option scheme of the
Company must not exceed 10% of the shares in
issue as of the date of approval of the limit and,
for the purpose of calculating the limit, options
(including those outstanding, cancelled, lapsed or
exercised in accordance with the Share Option
Scheme and any other share option scheme of
the Company) previously granted under the
Share Option Scheme and any other share
option scheme of the Company will not be
counted. The circular sent by the Company to its
shareholders shall contain, among other
information, the information required under Rule
17.02(2)(d) of the Listing Rules and the
disclaimer required under Rule 17.02(4) of the
Listing Rules.

Subject to (aa) above and without prejudice to
(cc) above, the Company may seek separate
shareholders’ of the Company approval in
general meeting to grant options beyond the
General Scheme Limit or, if applicable, the
extended limit referred to in (cc) above to
participants specifically identified by the
Company before such approval is sought. In
such event, the Company must send a circular to
its shareholders containing a generic description
of the specified participants, the number and
terms of options to be granted, the purpose of
granting options to the specified participants with
an explanation as to how the terms of the
options serve such purpose and such other
information required under Rule 17.02(2)(d) of the
Listing Rules and the disclaimer required under
Rule 17.02(4) of the Listing Rules.

(cc)
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(v)

V)

Maximum entitlement of each participant

The total number of shares issued and which may fall
to be issued upon the exercise of the options granted
under the Share Option Scheme and any other share
option scheme of the Group (including both exercised
or outstanding options) to each grantee in any
12-month period shall not exceed 1% of the issued
share capital of the Company for the time being
(“Individual Limit”). Any further grant of options in
excess of the Individual Limit in any 12-month period
up to and including the date of such further grant
must be separately approved by the shareholders of
the Company in general meeting of the Company with
such grantee and his associates abstaining from
voting. The number and terms (including the exercise
price) of options to be granted must be fixed before
the approval of the shareholders of the Company and
the date of the board meeting for proposing such
further grant should be taken as the date of grant for
the purpose of calculating the exercise price under
note (1) to Rule 17.03(9) of the Listing Rules.

Time of acceptance and exercise of options

An option may be accepted by a participant within 21
days from the date of the offer of grant of the option.

An option may be exercised in accordance with the
terms of the Share Option Scheme at any time during
a period to be determined and notified by the
directors to each grantee, which period may
commence from the date of the offer for the grant of
options is made, but shall end in any event not later
than 10 years from the date of grant of the option
subject to the provisions for early termination thereof.
Unless otherwise determined by the directors and
stated in the offer for the grant of options to a
grantee, there is no minimum period required under
the Share Option Scheme for the holding of an option
before it can be exercised.
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(Vi)

(vir)

(viii)

Subscription price for the shares and
consideration for the option

The subscription price for the shares under the Share
Option Scheme shall be a price determined by the
directors, but shall not be less than the highest of (i)
the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet for trade in one or
more board lots of the shares on the date of the offer
for the grant, which must be a business day; (i) the
average closing price of shares as stated in the Stock
Exchange’s daily quotations for the five business days
immediately preceding the date of the offer for the
grant; and (iii) the nominal value of a Share.

A nominal consideration of HK$1 is payable on
acceptance of the grant of an option within such time
as maybe specified in the offer for the grant, which
shall not be later than 21 days from the date of the
offer for the grant.

Period of the Share Option Scheme

The Share Option Scheme will remain in force for a
period of 10 years commencing on 25 March 2011
and will expire on 24 March 2021.

Shares available for issue under the Share Option
Scheme

As at 31 December 2018 and at the date of this
report, the total number of shares which may be
issued pursuant to the exercise of options which may
be granted under the Share Option Scheme was
80,000,000 shares (after pro-rata adjustments upon the
Share Subdivision which became effective on 5 June
2018), representing about 7.49% of the issued share
capital of the Company as at 31 December 2018 and

the date of this report.

(Vi)

(vir)

(viii)
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(b)

Share Award Plan

The Board may, subject to and in accordance with the rules
of the Share Award Plan, make an award of shares to
certain classes of eligible participants as specified in the
Share Award Plan, as determined by the Board from time to
time on the basis of the Board’s opinion as to the proposed
awardee’s contribution and/or future contribution to the
development and growth of the Group. The shares and
other trust fund for the implementation of the Share Award
Plan are administered by a trustee or trustees (the “Share
Award Plan Trustee”) to be appointed by the Company.

Under the Share Award Plan, the Board shall determine the
eligibility of the eligible participants and the number of
shares to be awarded (the “Awarded Shares”) and notify the
Share Award Plan Trustee of the making of awards. The
Share Award Plan Trustee shall then set aside the
appropriate number of Awarded Shares pending the transfer
and vesting to the relevant participants out of a pool of
shares which shall comprise of, among others, shares either
(1) transferred to it from any person (other than the Group)
by way of gift; (2) purchased by the Share Award Plan
Trustee out of the funds received by it by way of gift or for
nominal consideration; and (3) subscribed for or purchased
by the Share Award Plan Trustee out of the funds allocated
by the Board out of the Group’s resources, subject to the
terms and conditions of the rules of the Share Award Plan.
The Share Award Plan Trustee may purchase shares on the
Stock Exchange at the prevailing market price or off market.
In respect of off-market transactions, purchases shall not be
made with any connected person, nor shall the purchase
price be higher than the lower of (1) the closing market price
on the date of such purchase, and (2) the average closing
market price for the five preceding trading days on which
shares of the Company were traded on the Stock
Exchange. In any given financial year of the Company, the
maximum numbers of shares to be purchased by the Share
Award Plan Trustee shall not exceed 10% of the total
number of shares in issue of the Company at the beginning
of such financial year. The Share Award Plan Trustee may
also subscribe for new shares at par or at such other
subscription price as instructed by the Board out of the
Group’s contribution if the Board considers it appropriate to
do so. The Company shall comply with the relevant Listing
Rules when granting the Awarded Shares.
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The legal and beneficial ownership of the relevant Awarded
Shares shall vest in the relevant selected participant within
10 business days after the latest of (1) the date specified on
the notice of the award given by the Board to the Share
Award Plan Trustee; and (2) where applicable, the date on
which the condition(s) or performance target(s) (if any) to be
attained by such selected participant as specified in the
related notice of award have been attained and notified to
the Share Award Plan Trustee by the Board in writing.

Unless early termination by the Board, the Share Award Plan
shall be valid and effective for a term of 10 vyears
commencing from the adoption date. Up to and as at 1
January 2018, 10,757,000 shares had been awarded and
vested to selected grantees under the Share Award Plan.
During the year, 1,082,500 new shares with the nominal
value of HK$0.10 each were granted and vested before
Share Subdivision and 3,080,000 new shares with the
nominal value of HK$0.05 each were granted and vested
after the Share Subdivision.

Taking into account the effect of retrospective adjustment
made to the number of shares as a result of Share
Subdivision, up to and as at 31 December 2018,
26,759,000 shares had been regarded as awarded and
vested to selected grantees under the Share Award Plan.
Save as disclosed above, there was no movement of the
Awarded Shares during the year.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed in note 31(a) to the financial statements and in
the sections headed “Directors’ Report — Continuing Connected
Transactions” in this annual report, no director nor a connected
entity of a director had a material interest, either directly or
indirectly, in any transactions, arrangements or contracts of
significance to the business of the Group to which the Company
or any of its subsidiaries was a party subsisted at the end of the
year or at any time during the year.
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CONTINUING CONNECTED TRANSACTIONS

During the vyear,

the Group had conducted the following

continuing connected transactions which were required to be

disclosed pursuant to Rules 14A.71 of the Listing Rules. Such

transactions were the related party transactions disclosed in note

31 to the financial statements. The Company has complied with

the disclosure requirements in accordance with Chapter 14A of

the Listing Rules.

(a)

12

CCT Tenancy Agreements

Meco Group, a company incorporated in Hong Kong with
limited liability, is principally engaged in property investment.
It is owned as to 50% by Mr. CHAN Man Wai, 35% by Mr.
YIP Shu Ming and 15% by Mr. KU Hok Chiu. Dongguan
Well Excellent, a company established in the PRC with
limited liability, is principally engaged in property leasing. It is
wholly owned by HK Well Excellent, an investment holding
company incorporated in Hong Kong with limited liability and
owned as to 50% by Mr. CHAN Man Wai, 35% by Mr. YIP
Shu Ming and 15% by Mr. KU Hok Chiu. As Mr. CHAN Man
Wai, Mr. YIP Shu Ming and Mr. KU Hok Chiu are the
controlling shareholders of the Company and executive
directors, each of Meco Group and Dongguan Well Excellent
is a connected person of the Company under the Listing
Rules.

Pursuant to the CCT Tenancy Agreements entered into
between the Group as lessee and Meco Group or (as the
case may be) Dongguan Well Excellent as landlord, the
Group agreed to lease the premises set out below for a
specific term expiring on 31 December 2018. The leased
premises are used for operation of restaurant, training
centre or ancillary office by the respective Group member.
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Further details in relation to the premises leased from Meco

Group and Dongguan Well Excellent are set out below:
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SR ESEEE SR
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EEEHRE

SEENHEYME

S/N Date of Agreement
F¥  HHEAH

(i) Location; and
(i) Use

() 6% %

(i) A7

Total rent payable under
the CCT Tenancy
Agreements (Note 1)
RECCTHE R BB H
HEBBE W)

Term of lease

BEHHK

Terms (Note 2)
FHHH2)

Leases with Meco Group:

HESEE2HE:

(1) 11 January 2016
“EF-RF-At-E

2 11 January 2016
—E-AE-At-B

(i

Units 2101, 2102, 2103, 2105,
2106, 2107 and 2108, Block
H, Expo Square, Dongcheng
District, Dongguan City,
Guangdong Province, the PRC
(i) Restaurant
() PEEREREMRMELE
BIHHE2101 + 2102~ 2103 »
2105+ 2106 + 2107 %2108% :
(i) BB

Units, 2058, 2068, 2078,

2088, 2098, 2248, 2258,

2308, 2318, 2348, 2358,

2418, 2428, 2438, 2448,

2458, and 2468, Shenzhen

Cinema, Zhonghai Commercial,

1 Xinyuan Road, Luohu District,

Shenzhen, the PRC

(i) Restaurant

() PERBAERER RS
7 i R Y1 B 2058 - 2068 »
2078+ 2088 * 2098 * 2248 *
2258 ~ 2308 * 2318 + 2348 »
2358 * 2418 + 2428 - 2438
2448 - 245822468 E

(i) 8

1 January 2016 to
31 December 2018:
RMB3, 744,000
—E-RE-A-HZ
—Z-N\F
+=ZA=+-R:
AR #3,744,0007C

1 January 2016 to
31 December 2018:
RMB1,631,088
—T-R"f-A-HE
—T-N\F
+ZA=+-R:
AR #1,631,0887C

Monthly rent of RMB104,000 is
payable by the Group to
Meco Group in advance
each month. Such rent is
inclusive of rental tax and
exclusive of water,
electricity, telephone,
television, heat, gas,
property management,
cleaning, internet, car park
and indoor facilities
maintenance fees.

AEEEABAMERSERA

% A AR %104,000
nTeoZMHeaEReRE
TBEKE BB Bj
P ERE REE WA
B MEEEE F2E-
THE FRERENR
HEEE -

Monthly rent of RMB45,308 is
payable by the Group to
Meco Group in advance
each month. Such rent is
inclusive of rental tax and
exclusive of water,
electricity, telephone,
television, heat, gas,
property management,
cleaning, internet, car park
and indoor facilities
maintenance fees.

AREAGAREREERA

XA A A K %45,308
ToZHeaEReHE
TREKE EE BF
: BRE BRREE MR
B MEERE ERE-
LBE FEEREAR
H#EE -

1 January 2016 to
31 December 2018
—E-R"¥-A-HE
—E-N\E
+-A=+-8

1 January 2016 to
31 December 2018
—E-R"¥-A-HZ
—Z-N\E
+=-A=+-H

BE (hE) ZRERAH

2018 F#R
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(i) Location; and

Total rent payable under
the CCT Tenancy

(i) Use Agreements (Note 1)
S/N  Date of Agreement () % & RECCTHEMHBEMH  Term of lease Terms (Note 2)
F% HBHEAHS (i) A7 Be@EWH1) HEHRX FHHH2)
(3) 11 January 2016 (i) Units 3018, 3078, 3088, 3098, 1 January 2016 to Monthly rent of RMB27,000 is 1 January 2016 to
—E-RF-A+—H 3108, 3118 and 3128 Level 3, 31 December 2018: payable by the Group to 31 December 2018
Shenzhen Cinema, Zhonghai RMB972,000 Meco Group in advance —E-R"E-A-BZE
Commercial, 1 Xinyuan Road, “Z-R"E—-fR—HE% each month. Such rent is —E-N\E
Luohu District, Shenzhen, the —T-N\E inclusive of rental tax and +-A=+—H”
PRC +-A=+—8: exclusive of water,
(i) Training centre and ancillary AR #972,0007T electricity, telephone,
office television, heat, gas,
() PERYIEBEHERIR property management,
8 BRI Bl 3183018 - cleaning, internet, car park
3078 » 3088 ~ 3098 ~ 3108 and indoor facilities
3118J:3128% maintenance fees.
(i) BIPLREERAE AEEAREARNEREER
Al 5 A 78 A B #27,000
ToZMEeREReH B
TBEKE B B
: ENE BERE
B MEEESE FRE.
LRE FEERENR
HEE -
(4) 6 January 2017 (i) Unit 4001 on Level 4, 1 January 2017 to Monthly rent of RMB104,921 is 1 January 2017 to
—T—+tF-ARH Shenzhen Cinema, Zhonghai 31 December 2018: payable by the Group to 31 December 2018

TANG PALACE (CHINA) HOLDINGS LIMITED
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Commercial, 1 Xinyuan Road,
Luohu District, Shenzhen, the
PRC

(i) Restaurant

() PERNBHEREBSR
B B BRI B 41240012

(i) &

RMB2,518,104

—Z—+5-fR—HE%
—T-N\F
+ZA=+-R:
AR 2,518,1047C

Meco Group in advance
each month. Such rent is
inclusive of rental tax and
exclusive of water,
electricity, telephone,
television, heat, gas,
property management,
cleaning, internet, car park
and indoor facilities
maintenance fees.

AEEARBAREREER
Al i AR AR %104,921
o ZMeaEEeH |
TREKE EE BF
: BRE BREE MR
B MEERE FRE.
LRE REEREAR
it 3-8

—T—+tF-f—-HE
—E-N\F
+=ZA=+-8
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(i) Location; and

Total rent payable under
the CCT Tenancy

(i) Use Agreements (Note 1)
S/N  Date of Agreement () % & RECCTHEMHBEMH  Term of lease Terms (Note 2)
Fi#  HEBEH (i) A& wewEH) HEHR FHHH2)
(5) 11 January 2016 (i) Unit 1 on Level 6, Shenzhen 1 January 2016 to Monthly rent of RMB104,000 is 1 January 2016 to

“Z-R"¥-At—-H

Lease with Dongguan Well Excellent:

ARZHFECHE:

(6) 11 January 2016
—E—xF¥ -A+—8

Cinema, Zhonghai Commercial,
1 Xinyuan Road, Luohu District,
Shenzhen, the PRC

(i) Restaurant

() FERYIZEHNENEB R
FEERAYBRE1E

(i) BB

(i) Units 3106, 3107, 3108, 4106,
4107 and 4108, Block H, Expo
Square, Dongcheng District,
Dongguan City, Guangdong
Province, the PRC

(i) Restaurant

() PEERERETRAE tHF
E%HEE3106 - 3107 - 3108
4106 + 4107 24108E

(i) BE

31 December 2018
RMB3,744,000
—E-RE-A-HZE
—Z-N\F
+=ZA=+-R:
AR #3,744,0007C

1 January 2016 to
31 December 2018:
RMB3,096,000
—E-RE-A-HZ
—Z-N\F
+=ZA=+-R:
AR #3,096,0007C

payable by the Group to
Meco Group in advance
each month. Such rent is
inclusive of rental tax and
exclusive of water,
electricity, telephone,
television, heat, gas,
property management,
cleaning, internet, car park
and indoor facilities
maintenance fees.

AEEERBARZREER
Al 5 A 78 A R #104,000
ToZMEeREReH B
TREKE BE BF
P ERE RRE
B MEEEE F2E-
THE FEERENR
MREEE -

Monthly rent of RMB86,000 is
payable by the Group to
Dongguan Well Excellent
each month. Such rent is
inclusive of rental tax and
exclusive of water,
electricity, telephone,
television, heat, gas,
property management,
cleaning, internet, car park
and indoor facilities
maintenance fees.

AEEARSARNRZHER
Al 2 19 A 1A R 86,000
ToZMEeaEReH B
TBEKE BB B3
E ERE RAE KA
B NEERE FEE.
T8 FEEREAR
MEEEE o

31 December 2018
—E-R"¥-A-HE

—E-N\E

+-A=+-8

1 January 2016 to
31 December 2018
—E-R"E-A-BZE
—E-N\F
+-A=+-8

BE (hE) ZRERAH

2018 F#R
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Notes:

(1) The rent was arrived at after arm’s length negotiations between
the parties and determined by reference to the prevailing
market rent of the premises.

) The above CCT Tenancy Agreements have expired on 31
December 2018. On 21 December 2018, the Group has
renewed all the above CCT Tenancy Agreements and made
announcements as required under Chapter 14A of the Listing
Rules.

The independent non-executive directors have reviewed and
confirmed that the above continuing connected transactions
undertaken by the Group were entered into (i) in the
ordinary and usual course of business of the Group; (i) on
normal commercial terms or better; and (iii) in accordance
with the relevant agreements governing the transactions on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole, as required in
Rule 14A.55 of the Listing Rules.

Ernst & Young, the Company’s auditors, was engaged to
report on the Group’s continuing connected transactions in
accordance with the Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagements
Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong
Kong Institute of Certified Public Accountants. Ernst &
Young have issued their unqualified letter containing the
findings and conclusions in respect of the continuing
connected transactions disclosed in (a) and (b) above by the
Group in accordance with Rule 14A.56 of the Listing Rules.
A copy of the auditor’s letter has been provided by the
Company to the Hong Kong Stock Exchange.

TANG PALACE (CHINA) HOLDINGS LIMITED
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MANAGEMENT CONTRACTS

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

PENSION SCHEMES

The employees employed in the PRC are members of the state-
managed retirement benefit schemes operated by the PRC
government. The PRC subsidiaries are required to contribute a
certain percentage of their payroll to the retirement benefit
schemes to fund the benefits. The only obligation of the Group
with respect to the retirement benefit schemes is to make the

required contributions under the schemes.

The Group also operates a Mandatory Provident Fund Scheme
(“MPF Scheme”) for all its qualifying employees in Hong Kong. The
assets of the MPF Scheme are held separately from those of the
Group in funds under the control of trustees. Under the rule of the
MPF Scheme, the employer and its employees are each required
to make contributions to the scheme at rate specified in the rules.

The Group contributed RMB42.7 million to the above mentioned
schemes for the year ended 31 December 2018.

MAJOR CUSTOMERS AND SUPPLIERS

Aggregate sales attributable to the Group’s five largest customers
were less than 30% of the Group’s total sales for the year and
aggregate purchases attributable to the Group’s five largest
suppliers were less than 30% of the Group’s total purchases for
the year.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s listed
securities.
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is
recommended by the Remuneration Committee on the basis of
their merit, qualifications and competence. The emoluments of the
directors are reviewed by the remuneration committee, having
regard to the Company’s operating results, individual performance
and comparable market statistics. The Company has adopted
Share Option Scheme and Share Award Plan as an incentive to
directors and eligible employees, details of each of the schemes
are set out on pages 64 to 71 in this annual report.

PRE-EMPTIVE RIGHTS

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

TAX RELIEF AND EXEMPTION

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

SUFFICIENCY OF PUBLIC FLOAT

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

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

None of the directors or substantial shareholders of the Company
or any of their respective associates has engaged in any business
that competes or may compete with the business of the Group.
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NON-COMPETE UNDERTAKING

Mr. CHAN Man Wai, Mr. YIP Shu Ming, Mr. KU Hok Chiu, Best
Active Investments Limited, Current Success Investments Limited
and Bright Mind Investments Limited, have given an irrevocable
non-compete undertaking in favour of the Group pursuant to
which each of them irrevocably, unconditionally, jointly and
severally undertaken, among other matters, not to, directly or
indirectly, carry on, invest in or be engaged in any business which
would or may compete with the business of the Group. Details of
the Non-compete Undertaking have been set out in the section
headed “Relationship with our Controlling Shareholders” in the

Prospectus.

The Non-compete Undertaking has become effective from the
Listing Date.

The Company has received the confirmation from the Controlling
Shareholders in respect of their compliance with the terms of the
Non-compete Undertaking from the Listing Date to the date of
this report.

The
compliance with and enforcement of the terms of the Non-
compete Undertaking by the Controlling Shareholders from the
Listing Date to the date of this report.

independent non-executive directors had reviewed the

PERMITTED INDEMNITY PROVISION

The Articles of Association of the Company provides that the
Directors for the time being of the Company shall be indemnified
and secured harmless out of the assets of the Company from and
against all actions, costs, charges, losses, damages and
expenses which they or any of them, shall or may incur or sustain
by reason of any act done, concurred in or omitted in or about
the execution of their duty or supposed duty in their respective
office, except such (if any) as they shall incur or sustain through

their own fraud or dishonesty.

The Company has taken out insurance against the liabilities and
costs associated with defending any proceedings which may be
brought against the Directors of the Company.
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EQUITY-LINKED AGREEMENTS

Save for the share award plan disclosed in note 27 to the
financial statements, no equity-linked agreements were entered
into during the year or subsisted at the end of the year.

AUDIT COMMITTEE

The Audit Committee has reviewed the accounting policies,
accounting standards and practices adopted by the Group and
the consolidated financial statements and results of the Group for
the year ended 31 December 2018.

AUDITORS

Ernst & Young will retire and a resolution for their re-appointment
as auditors of the Company will be proposed at the forthcoming
AGM.

On behalf of the Board
YIP Shu Ming
Chairman

Hong Kong
25 March 2019
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Independent Auditor’s Report
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22nd Floor
CITIC Tower

e
EY:

To the members of Tang Palace (China) Holdings Limited

WWW.ey.com

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Tang
Palace (China) (the
subsidiaries (the “Group”) set out on pages 88 to 215, which
comprise the consolidated statement of financial position as at 31

Holdings Limited “Company”) and its

December 2018, and the consolidated statement of profit or loss,
the
consolidated statement of changes in equity and the consolidated

the consolidated statement of comprehensive income,
statement of cash flows for the year then ended, and notes to the

consolidated financial statements, including a summary of

significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 2018,
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the

December and of its consolidated financial

Hong Kong Companies Ordinance.

Ernst & Young
1 Tim Mei Avenue
Central, Hong Kong

Tel: +852 2846 9888
Fax: +852 2868 4432

KRS AT
EERR
INE B
FlERE
2218
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the
Group in accordance with the HKICPA’'s Code of Ethics for
Professional Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTER

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our

audit addressed the matter is provided in that context.

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

Key audit matter How our audit addressed BREENEE ZEEHEBETPR

the key audit matter 40 {r] BE ¥ /Y

Revenue recognition W 2 B

The Group generates revenue We have tested the design, SEMk=E2RE EFS2AEBEHEYK
mainly from its restaurant implementation and operating E/\\\ BEARPEARE ZHRANETEEE
operations in Hong Kong and effectiveness of the key controls B ([FRE]) MEESE HHEMKE - B
the People’s Republic of China  relating to revenue recognition. 7§ o A& EE %lJ R REEKR -EFE
(the “PRC”) at the point in time  We also performed audit FTEF(BEAREMR MNETBEEE@BRE
when control of the asset is procedures including cut-off test ) R Kz - E%F HFROIRHHE
transferred to the customer, for the transactions near the year BEEXZHHEEABELHE B  BEHEES
generally on the delivery of the  end, test of transactions by ERERARHEE & *E)E% CHEBRER
goods. Majority of the sales of  vouching, on a sampling basis, &£ B INAE A% F & 17 ARECEER - AEERE
the Group were cash sales and  to the sales summary, sales BB BRA %2 fﬂiﬁ LiREil
credit card sales. The Group invoices and general ledger EEBE—T2EHR HAXINEFE
also issued prepaid cards to postings. In addition, we EEFEABENR UE Folti &FF
customers whereby customers  performed analytical review to RAEKBIERBEE EITHOM |*£%55
would deposit certain amounts  consider unusual trends that RAEAFEN - BRENRT UZBEAEETK
of cash in advance in prepaid could indicate material BEEHKRZAARE ZmEARKERILY
cards which would be utilised for misstatement to revenue. 279,323,0007T ° TEEBY - 3E

future food consumption. During
the year, revenue recorded under
prepaid cards amounted to
RMB279,323,000.

There is a risk of improper
revenue recognition which may
lead to a material misstatement
on revenue. Accordingly, we
identified this matter as a key
audit matter.

Relevant disclosures are
included in note 5 to the
financial statements.

Regarding the prepaid
customers, we checked to the
utilisation of card balances in the
sales system and general ledger
postings for proper revenue
recognition upon the
consumption of food and
beverages.
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Independent Auditor’s Report
BB AR

OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

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

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Our report is made
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may
involve collusion,

forgery, intentional omissions,

misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s
internal control.

Independent Auditor’s Report
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Independent Auditor’s Report
BB AR

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

° Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the directors.

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

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

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

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

We also provide the Audit Committee with a statement that we
regarding
independence and to communicate with them all relationships and

have complied with relevant ethical requirements
other matters that may reasonably be thought to bear on our

independence, and where applicable, related safeguards.

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

interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Chan Sai Yu.

Ernst & Young

Certified Public Accountants
Hong Kong

25 March 2019

Independent Auditor’s Report
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Consolidated Statement of Profit or Loss

S A4S 32
:?51? (=] jﬁﬁﬁ%
For the year ended 31 December 2018
HE-_ZT-—N\E+_-_A=+—HI=FE

2018 2017
—E-N\HE —E—LtF
Notes RMB’000 RMB’000
B it ARET T ARBF T
Revenue g 5 1,492,128 1,356,142
Other income N 5 38,221 36,734
Cost of inventories consumed EEFERKAR (551,109) (482,112)
Staff costs B TR (448,071) (383,611)
Depreciation of items of property, plant #1% - /= LR EHEB
and equipment e (50,420) (51,095)
Utilities and consumables NER RS OB RS (77,498) (71,347)
Rental and related expenses e RiE@ERX (139,875) (122,078)
Other expenses HE (89,722) (82,756)
Finance costs B & B A 7 (1,870) (1,038)
Share of losses of joint ventures EiEAE R aEE (3,803) (4,304)
PROFIT BEFORE TAX B A =R 6 167,981 194,535
Income tax expense A= 10 (50,975) (61,349)
PROFIT FOR THE YEAR BEEHF 117,006 133,186
Attributable to: BER:
Owners of the Company ZN/NEIEZ RSN 115,173 131,329
Non-controlling interests FEVERR HE = 1,833 1,857
117,006 133,186
EARNINGS PER SHARE ATTRIBUTABLE Z A 8% @ R#E %
TO ORDINARY EQUITY HOLDERS OF #HEAEMHGZ
THE COMPANY BRER 12
(Restated)
(B E5I)
Basic and diluted (RMB cents) EXREE(ARE D) 10.80 12.35

Details of the dividends proposed for the year are disclosed in

FREHRE ZFBERYM B RRM T B

note 11 to the financial statements. % o
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Consolidated Statement of Comprehensive Income
AETEHWBEX

For the year ended 31 December 2018
HE-ZT -/ \F+-_A=+—HILHFE

2018 2017
—E-N\#F —E—+F
RMB’000 RMB’000
AR®T T ARBFIT
PROFIT FOR THE YEAR A FEE T 117,006 133,186
OTHER COMPREHENSIVE INCOME/(LOSS) HEft 2 mE &~ (&18)
Other comprehensive income/(loss) that may R EE% AR A e E 0 48
be reclassified to profit or loss in EERMNEMEE
subsequent periods: Wz, (B518) -
Available-for-sale investments: AfHERE -
Changes in fair value NEEENRE - 28,088
Exchange differences on translation of BMEBIINEH2ER
foreign operations =7 (3,029) 3,167
Net other comprehensive income/(loss) that A EE& AR Al s E# 0 48
may be reclassified to profit or loss in FEENHEMEE KRGS
subsequent periods (E518) F & (3,029) 31,255
Other comprehensive loss that will not be REEBHEE~T2EN
reclassified to profit or loss in subsequent NEEEGMEMEE
periods: &5 18 -
Financial assets at fair value through other X A FBET A Eith
comprehensive income: 2EKFZEMEE
Changes in fair value NFEENE (20,700) -
OTHER COMPREHENSIVE INCOME/(LOSS) AEEH#tE2mEKE
FOR THE YEAR, NET OF TAX (E518) > Bi& (23,729) 31,255
TOTAL COMPREHENSIVE INCOME FREZEWKEHAEE
FOR THE YEAR 93,277 164,441
Attributable to: FERN:
Owners of the Company ZIN/NEIEZ ZEWN 91,444 162,584
Non-controlling interests eI AR R 1,833 1,857
93,277 164,441
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Consolidated Statement of Financial Position

e B IR &

31 December 2018
RZZE—N\F+ZA=+—H

NON-CURRENT ASSETS

Property, plant and equipment

Intangible assets

Investments in joint ventures

Financial assets at fair value through
other comprehensive income

Available-for-sale investments

Prepayments and deposits

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and other receivables and
prepayments

Due from joint ventures

Pledged time deposits

Time deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and other payables

Due to related companies
Interest-bearing bank borrowings
Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITY
Deferred tax liabilities

Net assets

EQUITY

Equity attributable to owners of the
Company

Issued capital
Reserves

Non-controlling interests

Total equity
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2018 2017
—E-N\F —E—tF
RMB’000 RMB'000
AR T AREF T
139,731 133,463
3,680 4,841
5,589 5,767
38,209 —
= 66,154
45,173 60,242
4,408 5,985
236,790 276,452
47,075 44,420
62,148 52,731
2,696 2,252
80,000 80,000
64,000 4,000
400,354 429,804
656,273 613,207
289,926 263,653
353 171
79,200 70,550
14,171 12,312
383,650 346,686
272,623 266,521
509,413 542,973
6,780 8,899
502,633 534,074
45,496 45,276
450,950 485,360
496,446 530,636
6,187 3,438
502,633 534,074
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Director
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Consolidated Statement of Changes in Equity

Year ended 31 December 2018
HE-_Z - \F+_A=1T—HLFE

Year ended 31 December 2017

BE-_2-tHF+-A=+—-RLEE

Attributable to owners of the Company

AREHERAERE
Available-
for-sale
Share  Statutory investment Exchange Non-
Issued premium general revaluation Other  fluctuation Retained controlling Total
capital account reserve reserve reserve reserve profits Total interests equity
A
HERE
EE EHMMEE i)
BRARA  RHEE —REE BE  EtEE BE  REER @ EnREs X 5
Notes RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
M ARETR ARBTT ARETR ARBTRT ARETRT ARBTT ARETR ARETT ARETR ARETR
(note 24) (note 28) (note 28)
(Htitoa) (Htites) (Htites)
At 1 January 2017 R-E—+&—-f—H 35,586 8,393 29,148 12,292 74,326 (2,016) 319,997 477,726 1,681 479,307
Profit for the year F ] - - - - - - 131,329 131,329 1,857 133,186
Other comprehensive income R H 2 F U :
for the year:
Changes in fair value of AHHEREZATEE
available-for-sale B Bk
investments, net of
tax - - - 28,088 - - - 28,088 - 28,088
Exchange differences REBNEEMELR
related to foreign ERER
operations - - - - - 3,167 - 3,167 - 3,167
Total comprehensive income FREAREHEE
for the year = = = 28,088 = 3,167 131,329 162,584 1,857 164,441
Issue of shares under share RERR Z@st 8 BTRG
award plan 25(a) 120 3,136 = = = = = 3,256 = 3,256
Bonus issue BATHLIR 25(b) 9,570 (9,570) - - - - - - - -
Final 2016 dividend declared ~ BE-Z—AERAKE - - - - - - (80,391)  (80,391) - (80,391)
Interim 2017 special dividend =% —+ 4 B FIR L - - - - - - (32,539 (32,539 - (32,539)
Transfer from retained profits R & i 71| & # - - 4,613 - - - (4,613) - - -
At 31 December 2017 RZZ—+F+-A=1+—H 45,276 1,959 33,761" 40,380 74,326 1,151* 333,783 530,636 3,438 534,074
B=E (FE) ZRERARE

2018 F#
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Consolidated Statement of Changes in Equity
mEERBEX

Year ended 31 December 2018
Bz \F+_A=Z=+—HIEFE

Year ended 31 December 2018 BE-Z—\+=ZA=+—HLEE

Attributable to owners of the Company

ARRRAARE

Available- Fair value
for-sale  reserve of

Share Statutory  investment financial Exchange Non-
Issued premium general  revaluation assets Other  fluctuation Retained controlling Total
capital account reserve reserve at FVOCI reserve reserve profits interests equity
ZATEE
ARk
LERE REUEN
kR ENfiE  BEREZ EXRD
B3R RHEE  -BER B DAEEE  RHREE f#F  REREA #it  FEREZ BREE
Notes RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
i3 ARBTR ARETR ARMTR ARMTR ARETR ARMTR ARBTR AR®TR AR%TR  ARETR ARETR
(note 24) (note 25 (note 25
(i) (Kit25) (Hé2s)
At 31 December 2017 RZE-+5§+2f=1-8 45,216 1,959 33,761 40,380* = 74,326 1,151 333,783* 530,636 3,438 534,074
Effect on adoption of HKFRSY RAEENRASEHE0%N
H 22 - - - (40,380) 25,107 - - 15,273 - - -
At 1 January 2018 (restated) RZZ-\E-A-B(EE)) 45,276 1,959 33,761 = 25,107 74,32 1,151 349,056 530636 3438 534,074
Proft for the year EMER = = o = = = = 115,173 115,173 1,833 117,006
Other comprehensive loss for the year: EREBIAEE:
Changes in fair value of financial assets BATEEALDZE
al fair value through other hEnmemEEL L
comprehensive income, net of tax TEENE B = = = = (20,700) = = = (20,700) - (20,700)
Exchange differences refated to foreign BEBNEEMELME
operations HEE = = = = o = (3,029) = (3,029 = (3,029
Total comprehensive income for the year EMRENGEE - - = = (20,700) = (3,029 115,173 91,444 1,833 93,211
Issue of shares under share award plan RERR RO AZIRE 250) & (o) 20 7804 - - - - - - 8114 - 8114
Contributions from non-controling interests ~ FFHERERE B - - - - - - - - - 1,300 1,300
Dividends paid to non-controling interests THFEERERRS = = = = = = = = = (384) (384)
Final 2017 dividend declred ER-3-tEXERE - - - - - - - (10328 (103229) - (10329
Interim 2018 special dividend —I-\EREERIRE - - - - - - - (30,520) (80,520) - (30,520)
Transfer to retained profits ERERBET = = (605) = = = - 605 = = =
At 31 December 2018 RZE-\5t-A=1-8 45,496 9,853 33,156* - 4407 74,326 (1,878 331,086* 496,446 6,187 502,633
* These reserve accounts comprise the consolidated reserves of * hERERFPFEERAVEBREFINES
RMB450,950,000 (2017: RMB485,360,000) in the consolidated it AR 450,950,000 (ZF—+F + A
statement of financial position. R #485,360,0007T) °
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Consolidated Statement of Cash Flows

GERERER

Year ended 31 December 2018
HE-_Z - \F+_A=1T—HLFE

2018 2017
—E-N\F —E—+tF
Notes RMB’000 RMB’000
k3 AR% T ARBT T
CASH FLOWS FROM OPERATING RETHMERERE
ACTIVITIES
Profit before tax AT & 167,981 194,535
Adjustments for: P
Finance costs Bl & B A 7 1,870 1,038
Interest income A B U A 5 (5,567) (4,532)
Depreciation of items of property, N YR
plant and equipment EHRTE 6 50,420 51,095
Amortisation of intangible assets MG E 6 1,226 1,529
Loss on disposal of items of property, HEME BE &
plant and equipment HEEBEE 2EB 6 603 51
Gain on disposal of financial assets at ~ HE R A FEE A
fair value through profit or loss BameREEN
U = 5 (3,992) —
Impairment of a loan to a joint venture ¥ —REALARINE
and an amount due from a joint AR EW—FEEE
venture NEIFIEZRIE 6 2,366 2,396
Share of losses of joint ventures JE{E&Z N R EIB 3,803 4,304
Equity-settled share award plan AR 7R 4 & IR 1) 52
expense RElE3 27 8,114 3,256
226,824 253,672
Increase in inventories FELE N (2,655) (8,689)
Increase in trade and other receivables & 5 & H th fiE U 7k 18
and prepayments K 78 <+ FR 38 1 0 (9,348) (39,290)
Increase in trade and other payables B 5 & H b A 508
#Zm 26,273 39,829
Movements in balances with joint HEENRZERED
ventures (2,810) (3,992)
Movements in balances with related MEENT 2 EHE
companies 182 (8)
Cash generated from operations LETEEMBRS 238,466 241,522
Interest paid 2 FLE (1,870) (1,038)
Income taxes paid ERETER (49,658) (52,520)
Net cash flows from operating activites &2 /FBMERETRE
R 186,938 187,964

BE (hE) ZRERAH
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Consolidated Statement of Cash Flows

mERETRER

Year ended 31 December 2018

94

BE_T-/\F+-_A=+—BHLEE

Note
k3

CASH FLOWS FROM INVESTING
ACTIVITIES

Interest received

Purchases of items of property,
plant and equipment

Proceeds from disposal of items of
property, plant and equipment

Capital injection to joint ventures

Advance of loan to a joint venture

Proceeds from disposal of financial assets
at fair value through profit or loss

Decrease/(increase) in time deposits
Increase in pledged time deposits

Net cash flows used in investing
activities

CASH FLOWS FROM FINANCING
ACTIVITIES

New bank loans

Repayment of bank loans

Dividends paid

Contributions from non-controlling
interests

Dividends paid to non-controlling
interests

Net cash flows used in financing activities

NET INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS

Cash and cash equivalents at
beginning of year

Effect of foreign exchange rate changes,
net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS

Cash and bank balances

Non-pledged time deposits with original
maturity of less than three months
when acquired

Cash and cash equivalents as stated in
the consolidated statement of cash
flows
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2018 2017
—E-N\fF —tF
RMB’000 RMB’000
AR¥T T ARBT T
5,567 4,532
(57,030) (60,366)
183 4,040
(2,442) (490)
(1,500) —
29,030 —
(60,000) 25,122
- (37,000)
(86,192) (64,162)
79,200 76,500
(70,550) (41,040)
(133,748) (128,157)
1,300 —
(384) —
(124,182) (92,697)
(23,436) 31,105
429,804 400,390
(6,014) (1,691)
400,354 429,804
275,986 341,700
124,368 88,104
400,354 429,804
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Notes to the Financial Statements
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31 December 2018
RZZE—-—N\F+ZA=+—H

1. CORPORATE INFORMATION

Tang Palace (China) Holdings Limited (the “Company”) was
incorporated in the Cayman Islands under the Companies
Law as an exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The registered office of the
Company is located at Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111, Cayman Islands and
its principal place of business is located at Unit 3, 10th
Floor, Greenfield Tower, Concordia Plaza, No. 1 Science
Museum Road, Kowloon, Hong Kong.

During the vyear, the Group was principally engaged in
restaurant operations and food production.

Information about subsidiaries

NEEHR

FE(hE)ERERAR(ARRFLD
RBBRATENASHESTMK L
BHREBRLG  EROREBHE
REGMARRB(BRT]) £/ &R
72 B) A FE il 9% =5 5 52 74 Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands,
MEFELEMBUREBNERS
BB R A B % m 03T o

FRA AEEIERFEEREZERR
A EE o

¥

ftEBAEBER

Particulars of the Company’s principal subsidiaries are as FEWBRAFBENOT
follows:
Place of Percentage of
incorporation/ Issued ordinary/ equity interest
establishment registered indirectly attributable
Name and operations share capital to the Company Principal activities
EMRL/ BRALER/ FRABEEERE
£ BIREX B i R A Bk TEER

Beijing Chaobei Tang Palace Seafood PRC/Mainland China HK$3,000,000
Restaurant F & B Co., Ltd.”” mE A 3,000,00038 7
TRALESBEHRRER A"

Beijing Chaowang Tang Palace Seafood PRC/Mainland China HK$3,000,000
Restaurant Co., Ltd.””" HE A, 3,000,000% 7
IRALESBERERRA

Beijing Haoyuan Tang Palace Seafood ~ PRC/Mainland China RMB3,000,000
Restaurant Co., Ltd.”" eRea:i) AR #3,000,0007T
IRFHEESEEHERAR"

2018 2017
it RS — T

100 100 Restaurant operations

100 100 Restaurant operations
REER

100 100 Restaurant operations
SRR

BE (hE) ZRERAH 95
2018 F#
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31 December 2018

R-FE-NFE+-_A=+—H

CORPORATE INFORMATION (Continued)

Information about subsidiaries (Continued)

Particulars of the Company’s principal subsidiaries are as

follows: (Continued)

NEER ()

MEBASMES (&)

TEMBARFBOT : (&)

Place of
incorporation/ Issued ordinary/
establishment registered
Name and operations share capital
EMEL/ BRALER/
£ RYRE bR BTN
Beijing Mingzu Tang Palace Seafood PRC/Mainland China RMB5,000,000
Restaurant Co., Ltd.”" A AR #5,000,0007T
IRREESEHHERAR
Beijing New Century Tang Palace PRC/Mainland China RMBS3,000,000
Seafood Restaurant Co., Ltd.””" HE R AR #3,000,0007
IRAtEESBEGERAF
Beijing Well Excellent Tang Palace PRC/Mainland China HK$3,000,000
F & B Co., Ltd.”" B 3 3,000,0007% 7T
TREEESRRERRA
Beijing Well Excellent Tang Palace PRC/Mainland China RMB5,000,000
Seafood Restaurant Co., Ltd.””* Reiag:i) AR #5,000,0007T
IRBEESEHHERAR
Cheng Du Tang Palace Social Place PRC/Mainland China RMB100,000
Catering Management Co., Ltd.” HE R AR #4100,0007
RBE=NBEREBRBRAR"
Cheng Du Well Excellent Tang Palace ~ PRC/Mainland China RMB100,000
Catering Management Co., Ltd.””* S E R AR 100,000
RBEEE=ERERBRAR"
Dongguan Expo Tang Palace Seafood ~ PRC/Mainland China HK$3,000,000
Restaurant Co., Ltd.”" HE A, 3,000,000/ 7t

REEBEZEHHARAE""

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018

Percentage of
equity interest
indirectly attributable
to the Company
KARIEEESRE
Bl

2018 2017
=L — T F

Principal activities

IREHR

100 100
100 100
100 100
100 100
100 100
100 100
100 100

Restaurant operations
REER

Restaurant operations
BegE

Restaurant operations

U
BEBE

Restaurant operations
REER

Restaurant operations
BeZE

Restaurant operations
KeEE

Restaurant operations
REER



Notes to the Financial Statements

CORPORATE INFORMATION (Continued)

Information about subsidiaries (Continued)

Particulars of the Company’s principal subsidiaries are as

follows: (Continued)

B # Rk B &

31 December 2018

R-ZE-NE+-_A=+—H

YNCIK-€-3¢ )

MEBASMES (&)

TEMBARFBOT (&)

Principal activities

IREHR

Place of Percentage of
incorporation/ Issued ordinary/ equity interest
establishment registered indirectly attributable
Name and operations share capital to the Company
EMEL/ BRALER/ KARIEEESRE
£ RYRE bR BTN BAK
2018 2017
= s -+ F
Hangzhou Well Excellent Tang Palace PRC/Mainland China RMB3,000,000 100 100
Seafood Restaurant Co., Ltd.””* A AR #3,000,0007C
MMNEEE= BHHERAA™
Ninja House Jiangnan Cuisine F & B PRC/Mainland China HK$2,000,000 100 100
(Shenzhen) Co., Ltd.”"" HE R 2,000,0007 7
REEIE-FHRRORY)BRRA"
Prosperous Tang F&B Group Limited Hong Kong HK$100,000 100 100
BERREEFRAA BB 100,000/ 70
Shanghai Changning Tang Palace PRC/Mainland China HK$3,000,000 100 100
Seafood Restaurant Co., Ltd.””" HE R 3,000,000 7T
TBREESEHHERAA
Shanghai Hongkou Tang Palace Seafood PRC/Mainland China RMB13,500,000 100 100
Restaurant Co., Ltd.”" HE R AR #13,500,0007T
TRUNESEEMBERAR"
Shanghai Honggiao Tang Palace Seafood PRC/Mainland China RMB6,000,000 100 100
Restaurant Co., Ltd.”"”" HE A, AR #6,000,0007C
TRARESRERBRART
Shanghai Minhang Tang Palace Seafood PRC/Mainland China United States 100 100

Restaurant Co., Ltd.””

tERTEEEENARAE "

B A Dollar (“USD”)
480,000

480,000% 7T

([%m))

BE (hE) ZRERAH

Restaurant operations
REER

Restaurant operations

Intangible assets
holding
BEEVEE

Restaurant operations

B2ER

Restaurant operations

Restaurant operations
KeEE

Restaurant operations

B2EE

2018 F# 7
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Notes to the Financial Statements
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31 December 2018
RZZE—N\F+ZA=+—H

1.

CORPORATE INFORMATION (Continued) 1.
Information about subsidiaries (Continued)

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

NEER ()

MEBASMES (&)

TEMBARFBOT : (&)

Principal activities

IREHR

Place of Percentage of
incorporation/ Issued ordinary/ equity interest
establishment registered indirectly attributable
Name and operations share capital to the Company
EMEL/ BRALER/ KARIEEESRE
£ RYRE bR BTN BAk
2018 2017
= s -+ F
Shanghai Pudong Tang Palace Seafood ~PRC/Mainland China USD150,000 100 100
Restaurant Co., Ltd.”" R A 150,000% 1T
TERREEEHMERAR
Shanghai Putuo Tang Palace F & B PRC/Mainland China RMB500,000 100 100
Co., Ltd.”"" R A AR #:500,0007C
rTEERESERERRAT
Shanghai Tang Palace Food Co., Ltd.””" PRC/Mainland China USD150,000 100 100
LEEERRARDRE" hE A 150,000 7T
Shanghai Well Excellent Tang Palace PRC/Mainland China RMBS,000,000 100 100
F & B Co., Ltd.”" RE A A K #3,000,0007T
TEREESERERRA
Shanghai Yangpu Tang Palace Seafood ~ PRC/Mainland China HK$12,000,000 100 100
Restaurant Co., Ltd.”" HE R 12,000,000/ 7T
TR AEEREMERAR
Shanghai Zhabei Tang Palace Seafood ~ PRC/Mainland China HK$1,000,000 100 100
Restaurant Co., Ltd.”" HE A 1,000,0007% 7t
TERLESRERBRAR"
Shenzhen Tang Palace Social Place PRC/Mainland China RMB50,000 100 100
Catering Management Co., Ltd.” HE R A K #50,0007T
ATES NEERERBRAA"
Shenzhen Well Excellent Tang Palace PRC/Mainland China HK$3,000,000 100 100
F & B Co., Ltd.”" B R 3,000,000% 7

ARG EREERRAHRAT

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018

Restaurant operations
ReE®

Restaurant operations
weEE

Food production
AR R
Restaurant operations

T A
MEBE

Restaurant operations
KegE

Restaurant operations

T A
BEBE

Restaurant operations
BegE

Restaurant operations
KeEE



Notes to the Financial Statements

CORPORATE INFORMATION (Continued)

Information about subsidiaries (Continued)

Particulars of the Company’s principal subsidiaries are as

follows: (Continued)

1.

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

NEER ()
MEBASIMER (&)

TEMBARFBOT : (&)

*k

Place of Percentage of
incorporation/ Issued ordinary/ equity interest
establishment registered indirectly attributable
Name and operations share capital to the Company Principal activities
EMARL/ BRITEZER/ ANEEEEERE
£ RYREHE R A BAL TEEH
2018 2017
= e CE—+F
Suzhou Well Excellent Tang Palace PRC/Mainland China HK$3,000,000 100 100  Restaurant operations
Seafood Restaurant Co., Ltd.”” B A i 3,000,000 7T o §
BINGEESEHHERAR
Tang Dian (Shanghai) Catering PRC/Mainland China RMB5,000,000 70 70 Restaurant operations
Management Co., Ltd.” RE R AR #5,000,0007T BEER
BE(LB)ERERBRDA
Tang Palace Social Place Catering Hong Kong HK$10,000,000 100 100 Restaurant operations
Limited Bk 10,000,000/ 7 Rege
BRI NRERBRRA
Vital Pepper (Beijing) Catering PRC/Mainland China RMB21,000,000 90 100  Restaurant operations
Management Co., Ltd.”"” el AR #21,000,0007T ma g
BARRAER)ERERER QA
Tang Palace Trading (Shanghai) PRC/Mainland China UsD2,100,000 100 100  Retail and wholesale
Co., Ltd."" HRE R 2,100,000% 7t trading
EEES (LB ERAR"" TERMEES

Not audited by Ernst & Young, Hong Kong or another member
firm of the Ernst & Young global network

These subsidiaries are registered as wholly-foreign-owned

enterprises under Mainland China law.

The company names in English of the Company’s subsidiaries

disclosed above are for identification only.

*k

FRXEFMFEHR(FAXNEME
KEETENEBPTRIREE K E QA
FiT 28 %

Z BB R AR E B A A
ML BEINERZE -

E AR BB R
R -

RlZ R BTRE

BE (hE) ZRERAH
2018 F#
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Notes to the Financial Statements
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31 December 2018
RZZE—N\F+ZA=+—H

2.1

CORPORATE INFORMATION (Continued)
Information about subsidiaries (Continued)

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

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the net
assets of the Group. Details of other subsidiaries had not
been included as, in the opinion of the directors, they did
not have any material impact on these financial statements.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), accounting
principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical
cost convention, except for certain financial instruments
which have been measured at fair value. These financial
statements are presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousand except when otherwise
indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31
December 2018. A subsidiary is an entity (including a
structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed,
or has rights, to variable returns from its involvement with
the investee and has the ability to affect those returns
through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant
activities of the investee).

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018
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Notes to the Financial Statements

2.1 BASIS OF PREPARATION (Continued)

Basis of consolidation (Continued)

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

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

(b)  rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

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

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

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

B # Rk B &

31 December 2018
—N\F+ZA=+—H

21 MRBLEE )

EHEEE)

AR BRI E R A H & LR EE
BIRZBMREEKEUERN - K
SEAEZEMAEMBEEFERBRN
HEEETYHZWERE AR A EH
ORI

(@ HZWREQAREMERERSE
AH) B KL

b)) HBAEOTHMEEZERN: &
© AEEEERMBERTE

B ARz MR I E AR R
RzBEHERE 8 - Zzgs
BR-MERAZEEBASERE
2HIEE BRESEE AR L HEELR
BAR EEZEHRELAL-

BEakRNEtE2ERENSEKED
FERARESAREAAMIEER
o AEHERSERFERER L
EHRLREBES - MAESEARAZE
EREBE #m - WA XHURER
SERBERAZARZAEBZRER
EONGEAKRBREEEE -

=B RERET L XAl =18
THIERRER —HLZHALE - [
AEBEEEMEENMAEFNKREY
R-WBARMEEREDZEHORE
BREHNR AR S AMK-

BE (hE) ZRERAH
2018 F#

101



Notes to the Financial Statements
B 7 3 3% BT &%

31 December 2018
RZZE—N\F+ZA=+—H

2.1 BASIS OF PREPARATION (Continued)

102

Basis of consolidation (Continued)

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

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018
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Notes to the Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’s financial
statements.

Amendments to HKFRS 2 Classification and
Measurement of Share-
based Payment
Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts

HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts with
Customers

Amendments to HKFRS 15  Clarifications to HKFRS 15
Revenue from Contracts
with Customers

Amendments to HKAS 40 Transfers of Investment
Property

HK(IFRIC)-Int 22 Foreign Currency Transactions

and Advance Consideration

Annual Improvements 2014— Amendments to HKFRS 1 and
2016 Cycle HKAS 28

2.2

B 7% R R MY &
31 December 2018
—NF+=A=+—8

B BEREH

AEBEERAFENPBHHRERE K
MUAT T RBIER] BB IS 2R -

EBUMBREE KK EBERTH
B 528k 2 & B3 5 /9 75 28 R
AR iFE

BEMBREE RAZEHFHRE
A4k 218 ERAFAHERER A

FIA [R18F — G JEF &
B EHEEREI
FeMTA
BEVBREE THTA
A 95k
BERBEREE KEEFPANZ
A1 551557 Yzt

BERBREE BEEEZEHFHE
AIFE15E M  EAF 15K
FIA EPEHNZ Mz

BREGHERNE REYFEZE
405R BV ER] A

B8 (BBRMB IEXZRBH
WmEZRBZE F
g) - RE
$2255%

BB HHREE BRI BRELEL
Al = F—pgF BIUEEEBGE
EoF—NF ERAIFE8HH 2B
BRIFEEH#E  FIAR

BE (hE) ZRERAH
2018 F#

103



Notes to the Financial Statements
B 7 3 3% BT &%

31 December 2018
RZZE—N\F+ZA=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (cContinued)

104

Other than as explained below regarding the impact of
HKFRS 9 and HKFRS 15, the adoption of the above new
and revised standards has had no significant financial effect

on these financial statements.

(a)

HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments: Recognition and Measurement
for annual periods beginning on or after 1 January
2018, bringing together all three aspects of the
accounting for financial instruments: classification and
measurement, impairment and hedge accounting.

The Group has recognised the transition adjustments
against the applicable opening balances in equity at 1
January 2018. Therefore, the comparative information
was not restated and continues to be reported under
HKAS 39.

Classification and measurement

The following information sets out the impacts of
adopting HKFRS 9 on the statement of financial
position, including the effect of replacing HKAS 39’s
incurred credit loss calculations with HKFRS 9’s

expected credit losses (“ECLS”).

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (cContinued)

(a)

(Continued)

Classification and measurement (Continued)

Notes to the Financial Statements

B RS R R M

31 December 2018

R-ZE-NE+-_A=+—H

22 B BEEH 4w

(a)

A reconciliation between the carrying amounts under
HKAS 39 and the balances reported under HKFRS 9
as at 1 January 2018 is as follows:

(&)

DR E ()

REF LS EREIGRWRE
BEREREBEEEVBRE LR
HRENGEHRR T N\F—A

—AMYEENT :
HKAS 39 HKFRS 9
measurement __ measurement
o N ERRBHREENFR
EAEHENEORHE - iTE
e-
Catego Amount classification ~ Amount  Catego
I B 7 B B
Notes RVBOO0  RMBIOOO  RMB'000
ki3 ARBTT ARETR ARETT
Financial assets SREE
Financial assets at fair value through %A T BEF A FVOC!'
other comprehensive income Ei 2 E R (equity)
THEE NA T8 A - 43 41418 e
From: Available-for-sale investments ~ RE: AIREERE () 41,413
Financial assets at fair value through ~ EATFEBHARR FVPL?
profit or loss MepsE (equity)
N/A 7N A - 24,741 24,741 e
From: Avallable-for-sale investments RE:AEEERE () 24,741
Avallable-for-sale investments HHNERE AFS? 66,154 (66,154) - NATER
To: Financial assets at fair value through &5+ B AFERE
other comprehensive income AEHERE
Daliokale:
BE ) (41,413)
To: Financial assets at fair value through #5: AT EE
profit or loss IN:Extioka
REE i (24,741)
Trade receivables kg L8R 14,263 = 14,263 AC*
Deposits and other receivables &5 RIHE LR 59393 - 59398 AC
Due from joint ventures RN L&R 2252 = 2952 AC
Pledged time deposits BEATHEER L&R 80,000 - 80,000 AC
Time deposits EBER L&R 4,000 = 4,000 AC
Cash and cash equivalents ReRkReEE L8R 429,804 - 429,804 AC
655,866 = 655,866
Financial liabilities SHAE
Trade payables ZoEMTA AC 77,027 - 77,027 AC
Other payables and accruals Rt R RER
fe st A AC 28,853 = 28,853 AC
Due to related companies EREELA AC 17 = 171 AC
Interest-bearing bank borrowings TERTEE AC 70,550 = 70,550 AC
176,601 = 176,601

BE (hE) ZRERAH
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31 December 2018
RZZE—N\F+ZA=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (cContinued)

(a)

(Continued)

Classification and measurement (Continued)

(i

FVOCI: Financial assets at fair value through other
comprehensive income
FVPL: Financial assets at fair value through profit or loss

AFS: Available-for-sale investments

L&R: Loans and receivables

AC: Financial assets or financial liabilities at amortised
cost

The Group has elected the option to irrevocably
designate certain of its previous available-for-sale
equity investments as financial assets at fair value
through other comprehensive income.

The Group has elected the option to irrevocably
designate certain of its previous available-for-sale
equity investments as financial assets at fair value
through profit or loss.

Impairment

At 1 January 2018, the Group assessed the impact of
the ECL allowance under the adoption of HKFRS 9 to
be insignificant.

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018
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2.2 CHANGES IN ACCOUNTING POLICIES AND 22 B HEEH (»#)
DISCLOSURES (cContinued)

(a)

(Continued) (a) #&)

Impact on retained profits HR B i F 1) 2

The impact of transition to HKFRS 9 on retained BEERBEVBmELEDFER
profits is as follows: R ENT :

Retained profits

7 8 3% F
RMB’000
ARBT T
Retained profits REEEF
Balance as at 31 December 2017 under BEESGTEAEIRN_ZE
HKAS 39 —tF T+ A=FT—BWNEHR 333,783
Reclassification of available-for-sale investments AJ{t HEREEFHE AL AT
to financial assets at fair value through profit EBET ABRNESBMEE
or loss 15,273
Balance as at 1 January 2018 under RYE B B 0 7% & 2 A 2958
HKFRS 9 W_T—)\F—-F—H&EH 349,056
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Notes to the Financial Statements
B 7% 3 3R B &

31 December 2018
RZZE—N\F+ZA=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (cContinued)

(b)

HKFRS 15 and its amendments replace HKAS 11
Construction Contracts, HKAS 18 Revenue and related
interpretations and it applies, with limited exceptions,
to all revenue arising from contracts with customers.
HKFRS 15 establishes a new five-step model to
account for revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised at
an amount that reflects the consideration to which an
entity expects to be entitled in exchange for
transferring goods or services to a customer. The
principles in HKFRS 15 provide a more structured
approach for measuring and recognising revenue. The
standard also introduces extensive qualitative and
quantitative disclosure
disaggregation of total

performance obligations, changes in contract asset and

requirements, including

revenue, information about
liability account balances between periods and key
judgements and estimates. The disclosures are
included in note 5 to the financial statements. As a
result of the application of HKFRS 15, the Group has
changed the accounting policy with respect to revenue

recognition in note 3.1 to the financial statements.
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Notes to the Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (cContinued)

(b)

(Continued)

The Group has assessed the impact of HKFRS 15 on
its revenue stream and the application of HKFRS 15
has had no significant impact on the financial position
and/or financial performance of the Group apart from
providing more extensive disclosures on the Group’s
revenue transactions.

Consideration received from customers in
advance

Before the adoption of HKFRS 15,
recognised consideration received from customers in
advance as other payables. Under HKFRS 15, the
amount is classified as contract liabilities which are

the Group

included in other payables and accruals.

Therefore, upon adoption of HKFRS 15, the Group
reclassified RMB124,723,000 from other payables to
contract liabilities as at 1 January 2018 in relation to
the consideration received from customers in advance
as at 1 January 2018.

As at 31 December 2018, under HKFRS 15,
RMB153,779,000 was classified as contract liabilities in
relation to the consideration received from customers
in advance for the restaurant operations.

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

22 B HBEEE (&)

(b)

(&)
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& P & 78 W % i S 2 I B 165k ¥
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Hit  HRBE B BREERE
16555 1% AEER =T —N\F—
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ZE-N\F-A-—HBHBARK
124,723,0007T B H fib /& 1 50 18
EFNBERAENAEE-

RZE—-NF+ZA=+—80"
1B 1R &S B s R 155 -
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31 December 2018
RZZE—N\F+ZA=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in

these financial statements.
Amendments to HKFRS 3
Amendments to HKFRS 9

Amendments to HKFRS 10
and HKAS 28 (2011)

HKFRS 16

HKFRS 17

Amendments to HKAS 1
and HKAS 8

Amendments to HKAS 19

Amendments to HKAS 28

HK(FRIC)-Int 23

Annual Improvements
2015-2017 Cycle

110 TANG PALACE (CHINA) HOLDINGS LIMITED
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Definition of a Business?

Prepayment Features with
Negative Compensation'’

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

Leases'’
Insurance Contracts®

Definition of Material?

Plan Amendment, Curtailment
or Settlement’

Long-term Interests in
Associates and Joint
Ventures'

Uncertainty over Income Tax
Treatments’

Amendments to HKFRS 3,
HKFRS 11, HKAS 12 and
HKAS 23!
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RZE—-N\F+_A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE HONG 23 EHEMEERERNERME

KONG FINANCIAL REPORTING STANDARDS HER ()

(Continued)

1 Effective for annual periods beginning on or after 1 January ! RZZE—NF-—A—HkzE&MAn
2019 B 4F JZ B AR

2 Effective for annual periods beginning on or after 1 January 2 RZZEZTEF-—A—AxzE&MHA
2020 B F Z AR A A

8 Effective for annual periods beginning on or after 1 January 8 RZE-Z—F—F—Hzxk &G
2021 Y F E B AR

4 No mandatory effective date yet determined but available for 4 w7 7 T o I A5 2 B HR MR AT B A
adoption

Further information about those HKFRSs that are expected ARTERREAEEERANZERE

to be applicable to the Group is described below. W mELEAMELZERHADAT -

BE (hE) ZRERAH m
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2.3

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-
Int 27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to recognise
assets and liabilities for most leases. The standard includes
two elective recognition exemptions for lessees — leases of
low-value assets and short-term leases. At the
commencement date of a lease, a lessee will recognise a
liability to make lease payments (i.e., the lease liability) and
an asset representing the right to use the underlying asset
during the lease term (i.e., the right-of-use asset). The right-
of-use asset is subsequently measured at cost less
accumulated depreciation and any impairment losses unless
the right-of-use asset meets the definition of investment
property in HKAS 40, or relates to a class of property, plant
and equipment to which the revaluation model is applied.
The lease liability is subsequently increased to reflect the
interest on the lease liability and reduced for the lease
payments. Lessees will be required to separately recognise
the interest expense on the lease liability and the
depreciation expense on the right-of-use asset. Lessees will
also be required to remeasure the lease liability upon the
occurrence of certain events, such as change in the lease
term and change in future lease payments resulting from a
change in an index or rate used to determine those
payments. Lessees will generally recognise the amount of
the remeasurement of the lease liability as an adjustment to
the right-of-use asset.

Lessor accounting under HKFRS 16 is substantially
unchanged from the accounting under HKAS 17.
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2.3

Notes to the Financial Statements

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

Lessors will continue to classify all leases using the same
classification principle as in HKAS 17 and distinguish
between operating leases and finance leases. HKFRS 16
requires lessees and lessors to make more extensive
disclosures than under HKAS 17. Lessees can choose to
apply the standard using either a full retrospective or a
modified retrospective approach.

The Group will adopt HKFRS 16 from 1 January 2019. The
Group plans to adopt the transitional provisions in HKFRS
16 to recognise the cumulative effect of initial adoption as
an adjustment to the opening balance of retained earnings
at 1 January 2019 and will not restate the comparatives. In
addition, the Group plans to apply the new requirements to
contracts that were previously identified as leases applying
HKAS 17 and measure the lease liability at the present
value of the remaining lease payments, discounted using the
Group’s incremental borrowing rate at the date of initial
application. The right-of-use asset will be measured at the
amount of the lease liability, adjusted by the amount of any
prepaid or accrued lease payments relating to the lease
recognised in the statement of financial position immediately
before the date of initial application. The Group plans to use
the exemptions allowed by the standard on lease contracts
whose lease terms end within 12 months as of the date of
initial application. As disclosed in note 29 to the financial
statements, at 31 December 2018, the Group had future
minimum lease payments under non-cancellable operating
leases in aggregate of approximately RMB395,872,000.
Upon adoption of HKFRS 16, certain amounts included
therein may need to be recognised as new right-of-use
assets and lease liabilities. The Group is currently assessing
the impact of HKFRS 16. Further analysis will be need to
determine the amount of new right-of-use assets and lease
liabilities to be recognised, including, but not limited to,
incremental borrowing rate to be applied for different leases.
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2.3

3.1

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or obscuring it
could reasonably be expected to influence decisions that the
primary users of general purpose financial statements make
on the basis of those financial statements. The amendments
clarify that materiality will depend on the nature or
magnitude of information. A misstatement of information is
material if it could reasonably be expected to influence
decisions made by the primary users. The Group expects to
adopt the amendments prospectively from 1 January 2020.
The amendments are not expected to have any significant

impact on the Group’s financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Investments in joint ventures

A joint venture is a type of joint arrangement whereby the
parties that have joint control of the arrangement have rights
to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement,
where exists only when decisions about the relevant
activities require the unanimous consent of the parties

sharing control.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Investments in joint ventures (Continued)

The Group’s investments in joint ventures are stated in the
consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting
less any impairment losses.

Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

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

3.1
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

116

POLICIES (continued)
Investments in joint ventures (Continued)

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

When an investment in a joint venture is classified as held
for sale, it is accounted for in accordance with HKFRS 5
Non-current Assets Held for Sale and Discontinued
Operations.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets and financial assets), the
asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’s value in use and its fair value less costs of
disposal, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets,
in which case the recoverable amount is determined for the
cash-generating unit to which the asset belongs.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continueq)
Impairment of non-financial assets (Continued)

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

An assessment is made at the end of each reporting period
as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior
years. A reversal of such an impairment loss is credited to
the statement of profit or loss in the period in which it
arises.

Fair value measurement

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

POLICIES (continueq)

Fair value measurement (Continued)

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

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

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

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

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

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

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Related parties

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

(@)

or

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

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

(i) has significant influence over the Group; or

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

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

(i) the entity and the Group are members of the
same group;

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

(i) the entity and the Group are joint ventures of the
same third party;
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties (Continued)

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

(Continued)

(b)  (Continued)

(iv)

(vi)

(vii)

(il

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

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

the entity is controlled or jointly controlled by a
person identified in (a);

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

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Property, plant and equipment and depreciation

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

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

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

Leasehold improvements The shorter of the period of the
respective lease or 5 years
Furniture, fixtures and 20%-383%
equipment
Motor vehicles 20%-25%
Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and the
depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Property, plant and equipment and depreciation
(Continued)

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

Intangible assets (other than goodwill)

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

Trademarks, franchises, licenses and concession right

Purchased trademarks, franchises, licenses and concession
right are stated at cost less any impairment losses and are
amortised on the straight-line basis over their estimated
useful lives of 10 years.

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessee,
rentals payable under operating leases net of any incentives
received from the lessor are charged to the statement of
profit or loss on the straight-line basis over the lease terms.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)

Initial recognition and measurement

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

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them. With the exception of trade receivables that
do not contain a significant financing component or for
which the Group has applied the practical expedient of not
adjusting the effect of a significant financing component, the
Group initially measures a financial asset at its fair value,
plus in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade receivables that do
not contain a significant financing component or for which
the Group has applied the practical expedient are measured
at the transaction price determined under HKFRS 15 in
accordance with the policies set out for “Revenue
recognition (applicable from 1 January 2018)” below.

In order for a financial asset to be classified and measured
at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI”) on the principal
amount outstanding.

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Initial recognition and measurement (Continued)

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

Subsequent measurement

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

Financial assets at amortised cost (debt instruments)

The Group measures financial assets at amortised cost if
both of the following conditions are met:

° The financial asset is held within a business model with
the objective to hold financial assets in order to collect
contractual cash flows.

° The contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Subsequent measurement (Continued)

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

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

Gains and losses on these financial assets are never
recycled to the statement of profit or loss. Dividends are
recognised as other income in the statement of profit or loss
when the right of payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably, except when the Group
benefits from such proceeds as a recovery of part of the
cost of the financial asset, in which case, such gains are
recorded in other comprehensive income. Equity
investments designated at fair value through other
comprehensive income are not subject to impairment
assessment.
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31 December 2018
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Subsequent measurement (Continued)
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading, financial assets designated
upon initial recognition at fair value through profit or loss, or
financial assets mandatorily required to be measured at fair
value. Financial assets are classified as held for trading if
they are acquired for the purpose of selling or repurchasing
in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they
are designated as effective hedging instruments. Financial
assets with cash flows that are not solely payments of
principal and interest are classified and measured at fair
value through profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt instruments to
be classified at amortised cost or at fair value through other
comprehensive income, as described above, debt
instruments may be designated at fair value through profit or
loss on initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Subsequent measurement (Continued)

Financial assets at fair value through profit or loss
(Continued)

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

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

B # Rk B &

31 December 2018
—NF+=A=+—8

SHBEME®)

REREMEMEE(R=2F—N\
F—-RA—BRERNEENBRE
HAISEOSRIE T BUKR) (&)

Higzt 2 (#)

B FEFABR T @ EE (&)

ZAE R B AR AN & B 3 R T ] UG M IR
BEREATVETFAHEMEEWNRETY
HOLEMRAKRE - ERAKRER
EEEL M RIEERPE
RBHAMWA - BEZREHEET

ﬁﬁ—fﬁba//|hr—1$/$.&ﬂx %%ETL/(
CIE 3
EEHA)\/tb:l:llZ/](li:li% 1,3?&3Ei

MERB)NTETAABRIEIER
HEANEESBELRER  AEERA
ATETAEERGINEBTATS
MTETIENTE  BREADAL IR
AFEEFARSE  BZTETASR
ITROFYIEREBITATIAI K-
BAXTET AR A FEF AER -
EEANKRRELBRZEY  ANENEH
MEATHERERER KBRS
BEBRATEAABRSNEREER
ENDBE  TETEMNNE -

BE (hE) ZRERAH
2018 F#

127



Notes to the Financial Statements

B 75 R Rk B =

31 December 2018
RZZE—N\F+ZA=+—H

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (continueqd)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Subsequent measurement (Continued)

Financial assets at fair value through profit or loss
(Continued)

A derivative embedded within a hybrid contract containing a
financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative is
required to be classified in its entirety as a financial asset at
fair value through profit or loss.

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
financial assets at fair value through profit or loss, loans and
receivables and available-for-sale financial investments, or as
derivatives designated as hedging instruments in an effective
hedge, as appropriate. When financial assets are recognised
initially, they are measured at fair value plus transaction
costs that are attributable to the acquisition of the financial
assets, except in the case of financial assets recorded at fair
value through profit or loss.

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)
(Continued)

Subsequent measurement

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

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in other
income and gains in the statement of profit or loss. The loss
arising from impairment is recognised in the statement of
profit or loss in finance costs for loans and in other
operating expenses for receivables.

Available-for-sale financial investments
Available-for-sale financial investments are non-derivative
financial assets in listed and unlisted equity investments and
debt securities. Equity investments classified as available for
sale are those which are neither classified as held for
trading nor designated as at fair value through profit or loss.
Debt securities

intended to be held for an indefinite period of time and
which may be sold in response to needs for liquidity or in

in this category are those which are

response to changes in market conditions.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)
(Continued)

Subsequent measurement (Continued)
Available-for-sale financial investments (Continued)

After initial recognition, available-for-sale financial
investments are subsequently measured at fair value, with
unrealised gains or losses recognised as other
comprehensive income in the available-for-sale investment
revaluation reserve until the investment is derecognised, at
which time the cumulative gain or loss is recognised in the
statement of profit or loss in other income, or until the
investment is determined to be impaired, when the
cumulative gain or loss is reclassified from the available-for-
sale investment revaluation reserve to the statement of profit
or loss in other gains or losses. Interest and dividends
earned whilst holding the available-for-sale financial
investments are reported as interest income and dividend
income, respectively and are recognised in the statement of
profit or loss as other income in accordance with the
policies set out for “Revenue recognition (applicable before
1 January 2018)” below.

When the fair value of unlisted equity investments cannot be
reliably measured because (a) the variability in the range of
reasonable fair value estimates is significant for that
investment or (b) the probabilities of the various estimates
within the range cannot be reasonably assessed and used in
estimating fair value, such investments are stated at cost
less any impairment losses.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)
(Continued)

Subsequent measurement (Continued)
Available-for-sale financial investments (Continued)

The Group evaluates whether the ability and intention to sell
its available-for-sale financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is
unable to trade these financial assets due to inactive
markets, the Group may elect to reclassify these financial
assets if management has the ability and intention to hold
the assets for the foreseeable future or until maturity.

For a financial asset reclassified from the available-for-sale
category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any
previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over the
remaining life of the investment using the effective interest
rate. Any difference between the new amortised cost and
the maturity amount is also amortised over the remaining life
of the asset using the effective interest rate. If the asset is
subsequently determined to be impaired, then the amount
recorded in equity is reclassified to the statement of profit or
loss.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial assets (policies under
HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 applicable before 1
January 2018)

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

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

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

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continueqd)

Derecognition of financial assets (policies under
HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 applicable before 1
January 2018) (Continued)

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Company could be
required to repay.

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

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

General approach

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the
next 12 months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in
credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of
the exposure, irrespective of the timing of the default (a
lifetime ECL).
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31 December 2018
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continueq)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

General approach (Continued)

At each reporting date, the Group assesses whether the
credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date
with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available
without undue cost or effort, including historical and
forward-looking information.

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial asset
to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group. A
financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

(Continued)

General approach (Continued)

Debt investments at fair value through other comprehensive
income and financial assets at amortised cost are subject to

impairment under the general approach and they are
classified within the following stages for measurement of
ECLs except for trade receivables and contract assets
which apply the simplified approach as detailed below.

Stage 1 —

Stage 2 —

Stage 3 —

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

ECLs

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

Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the
loss allowance is measured at an amount
equal to lifetime ECLs
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31 December 2018
RZZE—N\F+ZA=+—H

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

136

POLICIES (continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

Simplified approach

For trade receivables and contract assets that do not
contain a significant financing component or when the
Group applies the practical expedient of not adjusting the
effect of a significant financing component, the Group
applies the simplified approach in calculating ECLs. Under
the simplified approach, the Group does not track changes
in credit risk, but instead recognises a loss allowance based
on lifetime ECLs at each reporting date. The Group has
established a provision matrix that is based on its historical
credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or
a group of financial assets is impaired. An impairment exists
if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated
future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a group
of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that
correlate with defaults.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for
financial assets that are not individually significant. If the
Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss
is, or continues to be, recognised are not included in a
collective assessment of impairment.

The amount of any impairment loss identified is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred). The
present value of the estimated future cash flows is
discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial
recognition).

The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognised in
the statement of profit or loss. Interest income continues to
be accrued on the reduced carrying amount using the rate
of interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Loans and
receivables together with any associated allowance are
written off when there is no realistic prospect of future
recovery and all collateral has been realised or has been
transferred to the Group.
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31 December 2018
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continueqd)

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)
(Continued)

Financial assets carried at amortised cost (Continued)

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the
previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a write-off is
later recovered, the recovery is credited to the statement of
profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group
assesses at the end of each reporting period whether there
is objective evidence that an investment or a group of
investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised in the
statement of profit or loss, is removed from other
comprehensive income and recognised in the statement of
profit or loss.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)
(continued)

Available-for-sale financial investments (continued)

In the case of equity investments classified as available for
sale, objective evidence would include a significant or
prolonged decline in the fair value of an investment below its
cost. “Significant” is evaluated against the original cost of
the investment and “prolonged” against the period in which
the fair value has been below its original cost. Where there
is evidence of impairment, the cumulative loss — measured
as the difference between the acquisition cost and the
current fair value, less any impairment loss on that
investment previously recognised in the statement of profit
or loss — is removed from other comprehensive income and
recognised in the statement of profit or loss. Impairment
losses on equity instruments classified as available for sale
are not reversed through the statement of profit or loss.
Increases in their fair value after impairment are recognised
directly in other comprehensive income.

The determination of what is “significant” or “prolonged”
requires judgement. In making this judgement, the Group
evaluates, among other factors, the duration or extent to
which the fair value of an investment is less than its cost.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (continueqd)

Financial liabilities (policies under HKFRS 9
applicable from 1 January 2018 and HKAS 39
applicable before 1 January 2018)

Initial recognition and measurement

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

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

Subsequent measurement of loans and borrowings

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

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Derecognition of financial liabilities (policies under
HKFRS 9 applicable from 1 January 2018 and
HKAS 39 applicable before 1 January 2018)

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

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

Offsetting of financial instruments (policies under
HKFRS 9 applicable from 1 January 2018 and
HKAS 39 applicable before 1 January 2018)

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if
there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a
net basis, or to realise the assets and settle the liabilities
simultaneously.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis. Net
realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

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

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand
and at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.

Provisions

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

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Income tax

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

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

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

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

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

° in respect of taxable temporary differences associated
with investments in subsidiaries and joint ventures,
when the timing of the reversal of the temporary
differences can be controlled and it is probable that
the temporary differences will not reverse in the
foreseeable future.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Income tax (Continued)

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

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

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

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

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Income tax (Continued)

Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set
off current tax assets and current tax liabilities and the
deferred assets and deferred tax liabilities relate to income
taxes levied by the same taxation authority on either the
same taxable entity or different taxable entities which intend
either to settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to
be settled or recovered.

Government grants

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

Revenue recognition (applicable from 1 January
2018)

Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers
at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods or
services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to which
the Group will be entitled in exchange for transferring the
goods or services to the customer. The variable
consideration is estimated at contract inception and
constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.

Sale of goods

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

Other income

Commission income is recognised at the later or when: (i)
the subsequent sales occurs; and (i) the performance
obligation to which some or all of the sales-based
commission has been allocated is satisfied.

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter period,
when appropriate, to the net carrying amount of the
financial asset.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (applicable before 1 January
2018)

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the

revenue can be measured reliably, on the following bases:

(@) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither

managerial involvement to the degree usually

associated with ownership, nor effective control over
the goods sold;
income,

(b)  commission on the completion of the

transaction; and

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument to the net
carrying amount of the financial asset.

Contract liabilities (applicable from 1 January
2018)

A contract liability is the obligation to transfer goods or
services to a customer for which the Group has received a
consideration (or an amount of consideration that is due)
from the customer. If a customer pays the consideration
before the Group transfers goods or services to the
customer, a contract liability is recognised when the
payment is made or the payment is due (whichever is
earlier). Contract liabilities are recognised as revenue when

the Group performs under the contract.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

148

POLICIES (continued)
Share-based payments

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

The cost of equity-settled transactions with employees for
grants after 7 November 2002 is measured by reference to
the fair value at the date at which they are granted. The fair
value is determined by an external valuer using a binomial
model, further details of which are given in note 27 to the
financial statements.

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

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

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Share-based payments (Continued)

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

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognised as if the terms had
not been modified,
met. In addition,
modification that increases the total fair value of the share-

if the original terms of the award are
an expense is recognised for any
based payments, or is otherwise beneficial to the employee
as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting
conditions within the control of either the Group or the
employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as a
the

cancelled and new awards are treated as if they were a

replacement award on the date that it is granted,

modification of the original award, as described in the
previous paragraph.
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3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Share-based payments (Continued)

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.

The cost of cash-settled transactions is measured initially at
fair value at the grant date using the Black-Scholes formula,
taking into account the terms and conditions upon which the
instruments were granted. The fair value is expensed over
the period until the vesting date with recognition of a
corresponding liability. The liability is measured at the end of
each reporting period up to and including the settlement
date, with changes in fair value recognised in the statement
of profit or loss.

Employee benefits
Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for all of its employees. Contributions are made
based on a percentage of the employees’ basic salaries and
are charged to the statement of profit or loss as they
become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered
fund. The Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Employee benefits (Continued)
Pension schemes (Continued)

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

Dividends

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

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

POLICIES (continued)
Foreign currencies

These financial statements are presented in RMB, which is
the Company’s functional and presentation currency. Each
entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group
are initially recorded using their respective functional
currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency rates of
exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.

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

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

If there are multiple payments or

consideration.
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Notes to the Financial Statements

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Foreign currencies (Continued)
The functional currencies of certain subsidiaries are
currencies other than the RMB. As at the end of the
reporting period, the assets and liabilities of these entities
are translated into the presentation currency of the
Company at the exchange rates prevailing at the end of the
reporting period and their statements of profit or loss are
translated into RMB at the weighted average exchange rates
for the year.

For the purpose of the consolidated statement of cash
flows, the cash flows of the subsidiaries operate outside
Mainland China are translated into RMB at the exchange
rates ruling at the dates of the cash flows. Frequently
recurring cash flows of the subsidiaries operate outside
Mainland China which arise throughout the year are
translated into RMB at the weighted average exchange rates
for the year.

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

154

AND ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment
to the carrying amounts of the assets or liabilities affected in
the future.

Judgements

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

Impairment of assets

In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the
Group has to exercise judgement in the area of asset
impairment, particularly in assessing: (1) whether an event
has occurred that may affect the asset value or such event
affecting the asset value has not been in existence; (2)
whether the carrying value of an asset can be supported by
the net present value of future cash flows which are
estimated based upon the continued use of the asset or
derecognition; and (3) the appropriate key assumptions to be
applied in preparing cash flow projections including whether
these cash flow projections are discounted using an
appropriate rate. Changing the assumptions selected by
management to determine the level of impairment, including
the discount rates or the growth rate assumptions in the
cash flow projections, could materially affect the net present
value used in the impairment test.
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Notes to the Financial Statements

3.2 SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (Continued)
Estimation uncertainty

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

Depreciation of property, plant and equipment

The Group depreciates the different classes of property,
plant and equipment on a straight-line basis at applicable
depreciation rates over the estimated useful life. The useful
life is estimated with reference to the wear and tear history
of property, plant and equipment. The estimated useful life
reflects the directors’ estimate of the periods that the Group
intends to derive future economic benefits from the use of
the Group’s property, plant and equipment.

Impairment of property, plant and equipment

The Group determines whether property, plant and
equipment are impaired when there are indicators that the
carrying amounts may not be recoverable. An impairment
exists when the carrying value of the property, plant and
equipment exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal and its value in
use. The calculation of the fair values less costs of disposal
is based on available date from binding sales transactions in
an arm'’s length transaction of similar assets or observable
market price less incremental costs for disposing of the
asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows
from the asset or cash-generating unit and choose a
suitable discount rate in order to calculate the present value
of those cash flows. Further details are given in note 13 to
the financial statements.
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31 December 2018
RZZE—N\F+ZA=+—H

3.2 SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (Continued)
Estimation uncertainty (Continued)
Impairment of intangible assets

The Group determines whether intangible assets are
impaired whenever there are any indicators of impairment.
This requires an estimation of the value in use of the cash-
generating units. Estimating the value in use requires the
Group to make an estimate of the expected future cash
flows from the cash-generating units and also to choose a
suitable discount rate in order to calculate the present value
of those cash flows. The carrying amount of intangible
assets at 31 December 2018 was RMB3,680,000 (2017:
RMB4,841,000). Further details are given in note 14 to the
financial statements.

Fair value of unlisted equity investments

The unlisted equity investment has been valued based on
market prices of recent transactions of the investment. The
Group classifies the fair value of the investment as Level 3.
The fair value of the unlisted equity investment at 31
December 2018 was RMB15,000,000 (2017: Nil). Further
details are included in note 17 to the financial statements.
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Notes to the Financial Statements

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on geographical areas and has four
reportable operating segments as follows:

(i) the Southern China region;

(i) the Eastern China region;

(i) the Northern China region; and

(iv)  the Western China region

Management monitors the results of its operating segments
separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment
profit/loss, which is a measure of adjusted operating profit/
loss before tax. The adjusted profit/loss before tax is
measured consistently with the Group’s profit before tax
except that head office and corporate income and expenses
are excluded from such measurement.

Inter-segment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

rEaWER

EEME  AKEIRMRAKEH
B AMERRELESFMT

() FEEAHBE:
(i) FEREWE:
(i) PEIEEHmE K
(iv) " EI7ED R

EEERUERAREDHZXE
MEHBRD R RBRFHEZRK -
DEERENFEHERBE/AIRSE 20 H
AR ERRRATEHELEE
WA ERZAE BRI RABL
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31 December 2018

RZZE—N\F+ZA=+—H

4. OPERATING SEGMENT INFORMATION
(Continued)

Information about major customers

There was no revenue from customers individually
contributing over 10% to the total revenue of the Group.

Segment information about the business is presented below:

greEs>EIER #)

FTEEFR&EH

MERBE-FFPMEAGAREER

W A10% A | o

EBZOBEMZNOT

Norther China Eastern China
ELH RERED
2018 2017 2018 2017
= EIEN —T-+F Ll —3-t+F
RMB’000 RUHom  RMB'000 RMB'000
NS ARETT PNSEEE AR

Southern China

HEEY

2018
“E-N\f
RMB’000
ARETR

2017
i S

RMB'000
AEBTT

Western China

HEE

2018
“E-N\f
RMB’000
ARETR

2017
i S

RMB'000
AEBTT

Total
#if

2018 2017
ZE-F e
LIS RMB'000

ARETT N

Segment revenue: AEbE
Sales to external customers NPEFHE 400,331 382,291 595,751 602,361 390,943 321554 105,103 49936 1492128 1,356,142
Inter-segment sales AEHEEE = - 60,872 55,146 - - - - 60,872 55,146
400,331 382,291 656,623 657,507 390,943 321,564 105,103 49,936 1,553,000 1,411,288

Reconcilation: B
Elimination of inter-segment sales 7 % #4541 (60,872) (55,146)
Revenue {61 1,492,128 1,356,142
Segment results PHER 61,695 72,675 69,619 98,900 55,028 54,317 22,089 12,676 208,431 238,468
Reconcilation: B
Interest income FEWA 1,251 505
Share of losses of joint ventures  EfEA 4 ARER (3,809) (4,304)
Unallocated expenses RAEET (36,028) (39,186)
Finance costs BENK (1,870) (1,038)
Proft before tax BBiATEHN 167,981 194,535
Other segment information: ~ Et A BEH
Depreciation of items of property, #1% - BERRE

plant and equipment BEfE 7,566 8,486 20,151 21,168 17,7122 19,304 4,981 2,137 50,420 51,095
Amortisation of intanghble assets &/ & E# & 124 384 500 500 = = = = 624 884
Capital expenditure* I EY 4,265 12,778 18,269 23,640 14,599 23,684 19,890 202 57,023 60,204

*

Capital expenditure represents additions to property, plant and
equipment and intangible assets.
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Notes to the Financial Statements

OPERATING SEGMENT INFORMATION
(Continued)

For management purposes, segment revenue and segment
results are the two key indicators provided to the Group’s
chief operating decision maker to make decisions about the
resource allocation and to assess performance. No segment
asset and liability information is presented as, in the opinion
of the directors, such information is not a key indicator
provided to the Group’s chief operating decision maker.

The Group’s revenue arises from restaurant operations and
food production.

Geographical information

All of the Group’s operations, revenue from external
customers and its non-current assets are located in the
People’s Republic of China (the “PRC”), including Hong
Kong.

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

ErEHER (&)

REEME  »MRERDHBEER
HAEBTELERREELERS
M&ﬁ&“%%ﬁmﬁkhT =
R ARSMEERBBEEMILI
kﬁ%$%lI% BERREZER
BE A E2REFTESR -

AEENNEFEREEBEERR
mmAEE ©

E &R

REBERMAKEER KREIIBEF

MU RIERBEEDMNNFTEAR
KB (HhE]) BHEEFE-
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31 December 2018
RZZE—N\F+ZA=+—H

5.

REVENUE AND OTHER INCOME 5. WERkHEMKA
An analysis of the Group’s revenue is as follows: REBOKRZEITOT
2018 2017
—E-N\F —E—+fF
RMB’000 RMB’000
AR®T Tt AR¥EFTT
Revenue from contracts with customers — Z 5 & #7425
Restaurant operations BELE 1,492,128 1,356,142
Revenue from contracts with customers EFEEHW=
() Disaggregated revenue information () DIz EH
For the year ended 31 December 2018 BE-Z-N\H&+=-ZA=+—H
ILtEE
RMB’000
AR¥T R
Type of goods or services EmEREER
Revenue from restaurant operations and BEZEREFAHKE
total revenue from contracts with customers 4858 1,492,128
Geographical markets & T 3%
Northern China A Bk &P 400,331
Eastern China B R ER 595,751
Southern China o B R 390,943
Western China N eilriT 105,103
Total revenue from contracts with customers EEAX W= BE 1,492,128
Timing of revenue recognition W 28 e SR BE A
At a point in time R — A2 1,492,128

TANG PALACE (CHINA) HOLDINGS LIMITED
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31 December 2018
RZE—-N\F+_A=+—H

5. REVENUE AND OTHER INCOME (Continued) 5, WmKkEMEA @
Revenue from contracts with customers (Continued) EESHWEE)
() Disaggregated revenue information (Continued) () Dz EH (&)
Set out below is the reconciliation of the revenue from TRIIEEF A HKRER D E
contracts with customers with the amounts disclosed BREROSENEER -

in the segment information:

For the year ended 31 December 2018 BE-Z2—-N\H&+=-ZA=+—H

IEFE
RMB’000
AR®BT R

Revenue from contracts with customers EEEHNKE
External customers INERE P 1,492,128
Intersegment sales DEEEE 60,872

1,553,000
Intersegment adjustments and eliminations o B A AR B K2 Y 4H (60,872)
Total revenue from contracts with customers BEAHNZRRE 1,492,128
The following table shows the amounts of revenue TRETRGEHVNEEEAR
recognised in the current reporting period that were BEPERAENRE AN K E
included in the contract liabilities at the beginning of ik

the reporting period:

Revenue recognised that was included in contract RBEHYVBEEAREE

RMB’000
ARE T
liabilities at the beginning of the reporting period: FIEERNRESE

Restaurant operations BELE 124,723

BE (hE) ZRERAH
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31 December 2018

RZE—-—NF+=ZA=+—H

5. REVENUE AND OTHER INCOME (Continuead) 5.
Revenue from contracts with customers (Continued)
(i) Performance obligations

Information about the Group’s performance obligations
is summarised below:

Restaurant operations

The performance obligation is satisfied when the
catering services have been provided to customers.
The Group’s trading terms with its customers are
mainly on cash and credit card settlement. The credit
period is generally less than one month.

WEREMEBAE)
EERHKE(£E)
(i)  BAIEIF

BHASERAOEENE R

mF -

BHEIRATFRE/RERRS
FEK - REBEATFARS
FEREERERRSRERRE
f-EEHBRELIN—M@EA-

2018 2017
—=- & JESr e
RMB’000 RMB’000
AR%Tx N R

Other income H g A
Bank interest income RITH B U A 5,567 4,532
Commission income* e A 23,765 24,024
Gain on disposal of financial assets at & & QA FEE A
fair value through profit or loss EamemidEmkas 3,992 —
Others H At 4,897 7,978
38,221 36,734
# Commission income represents commission received or i AW AEREEREREERD

receivable in respect of sales of tea related products.

TANG PALACE (CHINA) HOLDINGS LIMITED
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6.

PROFIT BEFORE TAX

Notes to the Financial Statements

The Group’s profit before tax is arrived at after charging/
(crediting):

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

B Al 73 A

AEBEZBAEMEMBR(EL) T

Depreciation of items of property,

ME BERREEEZ

plant and equipment e

Amortisation of intangible assets mEEEHE

Minimum lease payments under KEHEZ RIEHEE
operating leases A

Contingent rents under operating KERE S REE
leases”

Auditor’s remuneration % EE B

Loss on disposal of items of
property, plant and equipment

Impairment of a loan to a joint
venture and an amount due from
a joint venture**

Directors’ remuneration

Employee benefit expense

(excluding directors’ and chief EERTHREAHME)

executive’s remuneration) (K17#8) -

(note 8):

Wages and salaries TERH®

Equity-settled share award plan VA BR 7R 4 B IR 1 2B
expense Rkl

Pension scheme contributions
(defined contribution schemes)”

Foreign exchange differences, net

HEWE  BEKRE

HEZER

H-HaeRANERR
FEU —fE] & & 2 B FR

2
E5He
LI EIeN-E:

RRE B CER
ARG &)

PE 5 2F AR

HIEIE

2017

—E—tF

Notes RMB’000
oga ARBT T
13 50,420 51,095
14 1,226 1,529
108,829 98,626

7,278 4,197

1,224 1,122

603 51

2,366 2,396

8 10,664 11,746
391,375 338,452

27 3,328 3,256
42,704 30,157

437,407 371,865
(2,748) (884)

*k

The contingent rents under operating leases are included in
“Rental and related expenses” in the consolidated statement

of profit or loss.

* KeEHE IR BEH ARG ER
®zZ[HeRBEERZ IS -

The impairment of a loan to a joint venture and an amount
due from a joint venture is included in “Other expenses” in
the consolidated statement of profit or loss.

At 31 December 2018, the Group had no forfeited
contributions available to reduce its contributions to the
pension schemes in future years (2017: Nil).

*k

H-HEERANERKEKR—H
BERAFEZBERAKRGER
RZEAMFEZ S o

RZZ—N\E+=-A=+—H8 K&
I 458 42 T R R ORUAR L OR R Bt R IR AT
BT ZERRERCCE -t
FE) -

BE (hE) ZRERAH
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Notes to the Financial Statements

B85 3R R B =

31 December 2018
RZZE—N\F+ZA=+—H

7. FINANCE COSTS 7. BEBRAE
An analysis of finance costs is as follows: BEMKADTWT -

2018 2017
—E2-N\F —E—+F
RMB’000 RMB’000
ARE T AR®ETF T
Interest on bank loans SRITERAE 1,870 1,038

8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERITHHEZzZzME

REMUNERATION

Directors’ and chief executive’s remuneration for the vyear,

disclosed pursuant to the Listing Rules, section 383(1)(a),

(b), (c) and (f) of the Hong Kong Companies Ordinance and

Part 2 of the Companies (Disclosure of Information about

Benefits of Directors) Regulation, is as follows:

FRN EBERTHREHZHMSBE L
R A BB QA F £383(1)()
©) - ORMERAR (BEEEFZE
B ARGl BT -

Fees

Other emoluments:
Salaries, allowances and benefits
in kind
Performance related bonuses
Equity-settled share award plan
expense
Pension scheme contributions

ik

HMME
e RREREMMNE

RIBBIEAT

VAR 7 8 B 2 B ) 22
FHEIF X

RARET B

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR®T T AR T T
2,218 2,472
2,562 2,454

1,051 769
4,786 6,001

47 50

8,446 9,274
10,664 11,746
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8.

Notes to the Financial Statements

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continuea)

(@) Independent non-executive directors

The fees paid to independent non-executive directors
during the year were as follows:

B RE 3R M =

31 December 2018

R-ZE-NE+-_A=+—H

BEERITHRERZHME &)

(a) BIAFHITEE

FR XNTEILFENTESZ

Mr. Kwong Chi Keung P 598 % A
Mr. Kwong Ping Man BB A7 3 5k A=
Mr. Cheung Kin Ting, Alfred R ERBE S A

wEWT
2018 2017
—E-N\F —E—LtF
RMB’000 RMB’000
AR T AREF T
202 216
202 216
202 216
606 648

There were no other emoluments payable to the
independent non-executive directors during the year
(2017: Nil).

FACBERMWENEILIFNTT
EENFH(CZE—LF:F)-

BE (hE) ZRERAE
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31 December 2018
RZZE—N\F+ZA=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERITHAIZME #)
REMUNERATION (continuea)
(b) Executive directors and chief executive (b) BRITEERITHEARK
Salaries, Equity-
Performance allowances Pension  settled share
related  and benefits scheme award plan Total
Fees bonuses in kind  contributions expense  remuneration
RAEHE
REEE e 28 BRI E R 43 2 B
ne AL RENHE #3x AEEX Heps
RMB'000 RMB’000 RMB’'000 RMB'000 RMB’000 RMB’'000

ARBTL  AREBTL  AR®TT ARBTRT ARETT  ARETR

2018 —E-N\E
Executive directors: WTESE:
Mr. Yip Shu Ming (*Mr. Yip’) ERBEL(ELE) 403 - 1,198 16 - 1,617
Mr. Chan Man Wai (“Mr. Chan’) BRxREE(REE) 403 = = 15 = 418
Mr. Ku Hok Chiu (“Mr. Ku") HEREE(HEED 403 - - - - 403
Ms. Weng Peine (‘Ms. Weng')* SERLT(HLL)) 403 1,051 1,364 16 4,786 7,620
1,612 1,051 2,562 47 4,786 10,058
2017 I B
Executive directors: HTES:
Mr. Yip Shu Ming EHBEL 480 - 1,114 17 - 1611
Mr. Chan Man Wai B R EE 482 - - 16 - 448
Mr. Ku Hok Chiu HEBEE 432 - - - - 432
Ms. Weng Peine* SERa L 480 769 1340 17 6,001 8,607
1824 769 2,454 50 6,001 11,098
* Ms. Weng is also the chief executive of the Group. * ST/ EEITHAELE -
There was no arrangement under which a director or FAMEZHEFEEFIETETHRAER
the chief executive waived or agreed to waive any WE KR 2 N E B e

remuneration during the year.
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Notes to the Financial Statements

FIVE HIGHEST PAID EMPLOYEES 9.

The five highest paid employees during the year included
two (2017: two) directors, details of whose remuneration are
set out in note 8 above. Details of the remuneration for the
year of the remaining three (2017: three) highest paid
employees who are neither a director nor chief executive of
the Company are as follows:

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

TEBEHES

RER ABEEHREREEEMA (=
E—tF WMBEF FHABHER
P s RFEHBRT=H(ZF
—tF  ZR)ERFEECGEART
EERTHRAR)NFHFIBT L7 W
™

EXFeLEBEYH S
T A
PN E B D BB T 81 F X
RARE I

Basic salaries and other benefits in kind
Performance related bonuses
Equity-settled share award plan expense
Pension scheme contributions

2018 2017
—E-N\HF —E—tF
RMB’000 RMB’000
AR®T AR T T
3,093 2,892
2,413 1,360
3,328 2,446

113 78

8,947 6,776

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

BETHHFMEENEE SR TRE
BOSEHMEEMABDT

Number of employees

BEAH

A R #1,000,001TE
A FR#1,500,0007T
AR #1,500,0017 2
A R %2 000,0007T
AR #3,500,0017T &
A R #4,000,00070
A R #5,000,0017TE
A R #5,500,0007T

RMB1,000,001 to RMB1,500,000

RMB1,500,001 to RMB2,000,000

RMB3,500,001 to RMB4,000,000

RMB5,000,001 to RMB5,500,000

—2-N\¥ —T—tF
= 1
2 1
= 1
1 ok
3 3

BE (hE) ZRERAH
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31 December 2018
RZZE—N\F+ZA=+—H

10. INCOME TAX 10. fT8H

Taxes on profits assessable elsewhere have been calculated
at the rates of tax prevailing in the jurisdictions in which the
Group operates. The Company’s subsidiaries in Mainland
China are subject to income tax at the rate of 25% (2017:

H it 3 77 #) JE SR B i M R IR I i A &
BEemAERDEER ZBRITHR I
H-ARRARPEAMZMERRZEA
BT K B2B5%(ZF — £ F :25%)

25%). ZHTEH -
2018 2017
—E-N\HF —E—tF
RMB’000 RMB’000
AR® Tt ARBET T
Current — PRC B HY —

Charge for the year REFRE 44,488 46,354

Underprovision/(overprovision) in TFEBREBETRS
prior years (HBEEEE) 452 (1,262)
Current — Hong Kong BNEf — & 2,130 774
PRC withholding tax on dividend income % 8 4% A 2 /B 78 0 ¢ 4,447 6,579
Deferred (note 24) IR AL (K7 7224) (542) 8,904
Total tax charge for the year AFERIERS B3 50,975 61,349
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Notes to the Financial Statements

10. INCOME TAX (Continued)

A reconciliation of the tax expense applicable to profit before
tax at the statutory rate for the country in which the
Company and the majority of its subsidiaries are domiciled
to the tax expense at the effective tax rate, and a
reconciliation of the applicable rate (i.e., the statutory tax
rate) to the effective tax rate, are as follows:

B # Rk B &

31 December 2018

R-ZE-NE+-_A=+—H

10. FTB#H (®)

BEBRARRREXEDHE 2
FITFE B 3R 2 0K 5E Bt 3R I EL B A g A
BeHAERERERREGFEZH
HERZEER RERRE(BDEER
R)ERFEERBELHRNT

2018 2017
—E-N\F T —+tF
RMB’000 RMB’000 %
ARE T ARBEF T
Profit before tax B £ BT 4 A 167,981 194,535
Tax at the statutory tax rate  1ZJAF 1 R HH 41,995 25.0 48,634 25.0
Lower tax rates enacted by & BT B AR
local authority E (1,055) (0.6) (33) —
Losses attributable to joint & & QB EL
ventures &8 951 0.6 710 0.4
Adjustments in respect of St ¢ A B fH B B
current tax of previous HIBFTEF &
periods 452 0.3 (1,262) 0.7)
Effect of withholding tax on the 7N %= & /b B8 fff /&8
distributable profits of the NAE A 5K
Group’s PRC subsidiaries i N B TE A0 A
o2 4,447 2.6 6,579 3.4
Income not subject to tax BAENT 2 WA (1,164) (0.7) (746) (0.4)
Expenses not deductible for T 2 B %
tax 1,688 1.0 1,706 0.9
Tax losses utilised from FRABARM
previous periods T & 18 (92) (0.1) (537) (0.3)
Tax losses not recognised RERZ B
& 18 997 0.6 390 0.2
Others Hh 2,756 1.6 5,908 3.0
Tax charge at the Group’s FRNEARE
effective rate for the year EBRMEFE
Z BIA R X 50,975 30.3 61,349 31.5

BE (hE) ZRERAH
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31 December 2018
RZZE—N\F+ZA=+—H

11.

DIVIDENDS

Interim special dividend — HKS8.40 cents
(2017: HK8.50 cents)? per ordinary
share

Proposed final dividend — HK9.20 cents
(2017: HK23.00 cents)® per ordinary
share

HES RIS —

BEAHRE —

% % 8 Ax3.407 Il
ZE—+F : 8.50E)0

& i % 38 1%9.2078 11l
TE— 4 23.00/8 )0

=t
2018 2017
—E-N\HF —E—tF
RMB’000 RMB’000
AR¥T AR T T
30,520 32,539
84,653 98,790
115,173 131,329

(i

The interim special dividend in 2017, HK8.50 cents per
ordinary share was before the effects of bonus issue in
the prior year and Share Subdivision in the current
year.

The proposed final dividend in 2017, HK23.00 cents
per ordinary share was before the effects of Share
Subdivision in the current year.

The proposed final dividend for the year is subject to the

approval of the Company’s shareholders at the forthcoming

annual general meeting.
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Notes to the Financial Statements

12. EARNINGS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic earnings per share amount is
based on the profit for the year attributable to ordinary
equity holders of the Company, and the weighted average
number of ordinary shares of 1,066,669,870 (2017:
1,063,144,760 (restated)) in issue during the vyear, as
adjusted retrospectively to reflect the Share Subdivision and
Bonus Issue (as defined in note 25 to the financial
statements) during the year and the prior year, respectively.

The Group had no potentially dilutive ordinary shares in
issue during the years ended 31 December 2018 and 2017.

The calculations of basic and diluted earnings per share are

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

12 ARFEBEREZHEAEMS

ZERAR

BEREARMNESBBIDREALARQA
TRAREZHEABABRBGAREE R
%IJ&iWE%*ﬁE@HﬂJMéiiﬁ
£01,066,669,870f (= & — + F:
1,063,144,760% (&£ &%) 51 E - WiB
AR D BRI FARRGD D FF
Ko 5 G WAL AR 34T (40 B 75 SR 3% P 525
ZIERE) °

RBE-FT-NFR-_FT—tF+=
A=Z+—RLEER AEELES
BRITBEEEEBRRRMD -

FRERREGRN W EITARE

based on:
2018 2017
—E-N\HF —E—+F
RMB’000 RMB’000
AR%¥ T ARMF T
Earnings &R
Profit attributable to ordinary equity AR EBEER
holders of the Company %A A FE AL & A 115,173 131,329
Number of shares
B% 2
2018 2017
—E-N\FE —E—+tF
(Restated)
(gE5))
Shares & 2
Weighted average number of ordinary ARFTEERELRR
shares in issue during the year used in  BEEERFAFERND 31T
the basic and diluted earnings per share & 3@ A% AN #E £ 15 £

calculations 1,066,669,870 1,063,144,760

BE (hE) ZRERAH 17
2018 F#



Notes to the Financial Statements
B 7% 3R 3% MY &

31 December 2018
RZZE—N\F+ZA=+—H

13. PROPERTY, PLANT AND EQUIPMENT

13. X -BERRE

Furniture,
fixtures and

Leasehold equipment Motor
improvements HE - vehicles Total
HEHEE HERZE "E @t
RMB’000 RMB’000 RMB’000 RMB’000
AR® TR AR® TR AR® TR ARET R
31 December 2018 —E-)N\F
+-A=+—H
At 31 December 2017 and R ZZ—+%F
at 1 January 2018 +-A=+—H
RZE-N\%F
—HA—8:
Cost B 7R 415,252 87,682 4,270 507,204
Accumulated depreciation ZHITERRE
and impairment (310,407) (60,014) (3,320) (373,741)
Net carrying amount RHEFE 104,845 27,668 950 133,463
At 1 January 2018, RZE—-N\F
net of accumulated —A—B kg
depreciation and FERRE
impairment 104,845 27,668 950 133,463
Additions = 47,900 8,603 527 57,030
Depreciation provided during 4 P37 & & &
the year (40,548) (9,550) (322) (50,420)
Disposals HeE (190) (408) (188) (786)
Exchange realignment B 5 E 397 47 - 444
At 31 December 2018, net of RZZT—N\F+=A
accumulated depreciation =+—H MKR
and impairment ATERAE 112,404 26,360 967 139,731
At 31 December 2018: RZE-N\F
T RS
Cost BN 463,075 93,325 4,297 560,697
Accumulated depreciation R MERAE
and impairment (350,671) (66,965) (3,330) (420,966)
Net carrying amount REFE 112,404 26,360 967 139,731
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Notes to the Financial Statements
Bt 7% 3R 3R MY &

31 December 2018
RZE—-N\F+_A=+—H

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ -BMERZRE@)
(Continued)
Furniture,
fixtures and
Leasehold equipment Motor

improvements FE - vehicles Total

MEEE RENEB & et

RMB’000 RMB’000 RMB’000 RMB’000

ARETTT ARET ARETT ARBTT

31 December 2017 —E—+tF
+-A=+—H
At 1 January 2017 R-ZE—+F
—A—H:
Cost B 7R 372,211 79,059 4,329 455,599
Accumulated depreciation RErERRE
and impairment (272,342) (50,979 (3,087) (326,408)
Net carrying amount fREFE 99,869 28,080 1,242 129,191
At 1 January 2017, RZTE—+4F
net of accumulated —A—H fkE
depreciation and FTERAE
impairment 99,869 28,080 1,242 129,191
Additions NE 49,518 10,765 83 60,366
Depreciation provided during 4 P37 & & &
the year (40,691) (10,034) (370) (51,095)
Disposals e (3,051) (1,035) (5) (4,091)
Exchange realignment B 5 2B (800) (108) - (908)

At 31 December 2017, net of R-Z—+t%F+ - A

accumulated depreciation =t+—-8 K2
and impairment FHTE RRE 104,845 27,668 950 133,463
At 31 December 2017: RZE—+F
+=ZA=+-8:
Cost XA 415,252 87,682 4,270 507,204
Accumulated depreciation R MERAE
and impairment (310,407) (60,014) (3,320) (378,741)
Net carrying amount REFE 104,845 27,668 950 133,463

BE (hE) ZRERAH
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Notes to the Financial Statements
B 7 3 3% BT &%

31 December 2018
RZZE—N\F+ZA=+—H

14. INTANGIBLE ASSETS 14. BEEE
Licenses and Concession
franchises Trademark right Total
RERKTE B - F @t
RMB’000 RMB'000 RMB’000 RMB’000

ARBTT ARBTT ARBTT ARBTT

31 December 2018 —E2-N\%
+=A=+-8
Cost at 1 January 2018, net of N —Z— \F
accumulated amortisation —A—BZmiKA
Mk 25T 1,305 1,286 2,250 4,841
Amortisation provided during £ A # $ % 45
the year (319) (407) (500) (1,226)
Exchange realignment IE i 25 40 - 65
At 31 December 2018 RZT—-N\EFE
+-ZA=+—H 1,011 919 1,750 3,680
At 31 December 2018: R-ZE—N\%F
+ZRA=+—-8:
Cost BN 4,210 4,515 5,000 13,725
Accumulated amortisation AT (3,199) (3,596) (3,250) (10,045)
Net carrying amount RHEFE 1,011 919 1,750 3,680
31 December 2017 —E-t#%
+=A=+-8
Cost at 1 January 2017, net of R —Z—+4F
accumulated amortisation —A—BzKAE
Mk R EH 1,942 1,812 2,750 6,504
Amortisation provided during £ 7 8 7 4
the year (593) (436) (500) (1,529)
Exchange realignment BE AR (44) (90) - (134)
At 31 December 2017 RZE—LF
+-A=+—H 1,305 1,286 2,250 4,841
At 31 December 2017: R-_E—+4F
+=ZA=+—-8:
Cost DN 4,086 4,273 5,000 13,359
Accumulated amortisation 2t (2,781) (2,987) (2,750 (8,518)
Net carrying amount REFE 1,305 1,286 2,250 4,841
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15.

Notes to the Financial Statements

INVESTMENTS IN JOINT VENTURES

B # Rk B &

31 December 2018
RZE-—N\F+ZA=+—H

2018 2017
—E-N\F —E—+tF
RMB’000 RMB’000
AR TR ARBFTT

Share of net assets JE(EEEFE 1,552 1,847
Loans to joint ventures HAEERNANER 4,037 3,920
5,589 5,767
The loans to joint ventures are unsecured, interest-free and GERANERABELER 22 R
repayable on demand. In the opinion of directors, these BREE-EFRE ZEFEHTK
loans are unlikely to be repaid in the forseeable future and ATRER ] R RESE  WRIEANE
are considerd as part of the Group’s net investments in the REELENFEREN—FH -

joint ventures.

The Group’s balances with joint ventures are disclosed in
note 22 to the financial statements.

BE (hE) ZRERAH
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Notes to the Financial Statements
B 7% 3 3R B &

31 December 2018
RZZE—N\F+ZA=+—H

15.

INVESTMENTS IN JOINT VENTURES
(Continued)

Particulars of the Group’s principal joint ventures are as
follows:

15. RESE QT (&)

RE

JiE

FTERERBZHBIHLT

Percentage of

Bk
Place of
Issued incorporation
share  and business  Ownership Voting Profit

Name capital FEMHILK interest power sharing  Principal activities
L] ERTRA EXBE ERREER RERE ORI FEXE
Tang & Rich USD1,000  British Virgin 56 56 56  Restaurant operations

Holdings (/) Limited"* 1,000E T Islands BEEBoRAER
EEERNEBAF EERNES
Tang & Rich USD10  British Virgin 60 60 60  Restaurant operations

Holdings (ll) Limited* 10%7T Islands BEEB REER
BEREBR)ER DA RERLES
Shanghai Ben Tang RMB1,000,000  PRC/Mainland 49 49 49 Restaurant operations

Catering Management A K #1,000,0007C  China EREBIRAER

Limited H
LB EAE R

BRAHE

*

Not audited by Emst & Young, Hong Kong or another member
firm of the Ernst & Young global network

The above investments are indirectly held by the Company.

During the year, the Group has discontinued the recognition
of its share of losses of Tang & Rich Holdings (ll) Limited
and its subsidiaries (collectively, “T&R (ll) Group”) and
Shanghai Ben Tang Catering Management Limited (“Ben
Tang”) because the share of losses of T&R(ll) Group and
Ben Tang exceeded the Group’s interests in T&R (ll) Group
and Ben Tang and the Group had no obligation to take up
further losses. The amounts of the Group’s unrecognised
share of losses of T&R () Group for the current year and
cumulatively were RMB99,000 (2017: RMBZ265,000) and
RMB963,000 (2017: RMB864,000), respectively. The
amounts of the Group’s unrecognised share of losses of
Ben Tang for the current year and cumulatively were nil
(2017: RMB527,000) and nil (2017: RMB527,000),
respectively.

TANG PALACE (CHINA) HOLDINGS LIMITED
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* MR BB R LK T KRR 2
S—HKERRER

LB ERANRAEETE

FRAEBCRIEERENSHBIE
BRIVERAFERENBRAG (HEIE
BINER]) EEAEEREREBRA
AXEDEBE ABAEMERING
BRAEEEBEAEERSERINE
ErAEZED BAEBTEST
EEE-—TEBEBE -AEERAFER
Rt ARELERIEEBED
A A ARI9,000L (ZFE—tF : A
R ®265,0007T) & A R #963,0007T
—FT—+tF: AR¥864,0007T) ° K
EERAFERRFTZRERDER
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Notes to the Financial Statements
Bt 7% 3R 3R MY &

31 December 2018
RZE-—N\F+ZA=+—H

15. INVESTMENTS IN JOINT VENTURES 15. RE|E QT (&)
(Continued)
The following table illustrates the aggregate financial TRINSEAEEENBTEAZAE S
information of the Group’s joint ventures that are not RAlZZBFEER

individually material:

2018 2017

S EVEN -zt
RMB’000 RMB’000
LA S RETT

Share of the joint ventures’ losses for

FAREAZERAIER

the year (3,803) (4,304)
Share of the joint ventures’ other [ERAE R EMEE
comprehensive income/(loss) Iz (k518) 162 (497)
Share of the joint ventures’ total EHEERR2HEHEBEERE
comprehensive loss (3,641) (4,801)
Aggregate carrying amount of the AEBEREERRAZEKREZ
Group’s investments in the joint FREEER
ventures 5,589 5,767
16. AVAILABLE-FOR-SALE INVESTMENTS 16. IR EHERE
2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
AR T ARBEF T
Listed equity investment, at fair value EZRATEEFTED
FHRARKRE = 24,741
Unlisted equity investment, at fair value XA FEBETEMNIE LT
g A% & — 41,413
= 66,154
During the year ended 31 December 2017, the gross gain in BE-_Z—t+t&F+=-A=+—HIEHF
respect of the Group’s available-for-sale investments E AEBEBERAEMEE K ZEAA]
recognised in other comprehensive income amounted to HHEHERENBARTZAARE

RMB28,088,000.

28,088,0007T °

BE (hE) ZRERAH
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Notes to the Financial Statements

B 75 AR MY &

31 December 2018
RZZE—N\F+ZA=+—H

17. FINANCIAL ASSETS AT FAIR VALUE

178

THROUGH OTHER COMPREHENSIVE
INCOME/PROFIT OR LOSS

17. ROFEEFAHMEZERSE

SRR EeREE
2018 2017
—EB-N\F —E—+tF
RMB000 RMB'000
ARB TR ARETTT

Equity investments designated at fair EERAFEBEFTAHMLS

value through other comprehensive
income
Listed equity investment, at fair value

Wz RAIRE

BAFEEFEN LETERA

®& 23,209 —

Unlisted equity investment, at fair value & A FEEFEMNIE LT
K& 15,000 -
38,209 —

Equity investments designated at fair EERAFEEFABE 2

BARE

value through profit or loss
Listed equity investment, at fair value

RE

AV EEFEN ETHERA

The above equity investments were irrevocably designated at
fair value through other comprehensive income as the Group
considers these investments to be strategic in nature.
Certain listed equity investment was classified as a financial
asset at fair value through profit or loss as it was held for
trading.

In March and June 2018, the Group sold its equity interest
in a listed investment designated at fair value through profit
or loss as this investment no longer coincided with the
Group’s investment strategy. The gain on derecognition of
RMB3,992,000 was recognised in the statement of profit or
loss.

TANG PALACE (CHINA) HOLDINGS LIMITED
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LR BRARE SR REMIEERRA
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AEERAZSREBRBIELD - /A
REBKEEE RELTRAKRE
WOBRBAFEEFABR ISR
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19.

Notes to the Financial Statements

B # Rk B &

31 December 2018
RZE-—N\F+ZA=+—H

INVENTORIES 18. &
2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
ARE T ARMF T
Food and beverages, and other R MR A BN
operating items for restaurant Hib#e =188
operations 47,075 44,420
TRADE AND OTHER RECEIVABLES AND 19. EZRHEMEBWRREREMNK
PREPAYMENTS b
2018 2017
—E-N\HF —E—tF
RMB’000 RMB’000
AR T ARMEF T
Trade receivables 2 5 EWFE 13,760 14,263
Prepayments A R IE 28,673 39,317
Deposits and other receivables e & HAth fE I GROR 64,888 59,393
107,321 112,973
Less: Prepayment and deposits classified 8 : DB AERBHEEZ
as non-current assets ENFERES (45,173) (60,242)
62,148 52,731

The Group’s trading terms with its customers are mainly on
Each
customer has a maximum credit limit. The Group seeks to

credit. The credit period is generally 30 days.

maintain strict control over its outstanding receivables.

Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact
that the Group’s trade receivables relate to a large number
of diversified customers, there is no significant concentration
of credit risk. The Group does not hold any collateral or
other credit enhancements over its trade receivable

balances. Trade receivables are non-interest-bearing.

AEEEEXPZRXGHEREIEER
EE-EEH -—RA/WVB -BEEF
BEEFELR ANEEHERKEE
WRIRERBARIES - SR EEES
EHEHARER -EN LR AR
AEBZESRUFEEZHONE
FEM BABBEREEETAR-
AEEY ELHE 5 WA G R
BEMEF R EBEERAERE-
BIRWFBARRE -
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Notes to the Financial Statements

B 75 AR MY &

31 December 2018
RZZE—N\F+ZA=+—H

19. TRADE AND OTHER RECEIVABLES AND

PREPAYMENTS (Continued)

An ageing analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of
loss allowance, is as follows:

9. EFRHEMERRERENK

5 (%)

REZEHFE BHRWFIERK
EHRZERDT (NREEEE) W
T~

Within 30 days 30H A

31 to 60 days 31260H
61 to 90 days 61£290H
Over 90 days 908 M £

2018 2017
—=- & JESr e
RMB’000 RMB’000
AR%Tx NG R
12,786 13,058

254 254

417 336

303 615

13,760 14,263

Impairment under HKFRS 9 for the year ended 31
December 2018

An impairment analysis is performed at each reporting date
using a provision matrix to measure expected credit losses.
The provision rates are based on days past due for
groupings of various customer segments with similar loss
patterns (i.e., by geographical region and customer type and
rating). The calculation reflects the probability-weighted
outcome, the time value of money and reasonable and
supportable information that is available at the reporting
date about past events, current conditions and forecasts of
future economic conditions. Generally, trade receivables are
written off if past due for more than one year and are not
subject to enforcement activity. As at 31 December 2018,
the Group assessed the loss allowance and the expected
credit loss rate under the application of HKFRS 9 were
insignificant.

TANG PALACE (CHINA) HOLDINGS LIMITED
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FRHBANEELAEERM - —&RM
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Notes to the Financial Statements

19. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (Continued)

Impairment under HKAS 39 for the year ended 31
December 2017

The ageing analysis of the trade receivables as at 31
December 2017 that were not individually nor collectively
considered to be impaired under HKAS 39 is as follows:

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

9. EZRHEMEBERREARAN

5 (%)

BE_T—tF+-A=+—HL
FEEESTHEAIEIGRETZHE
=]

R-ZE—+tE+-_A=+—8 4
BEBEHEAFIGRLIFERSE
BEERENE S ERERDERRS
W

2017
—E—tF
RMB’000
ARBTT

Neither past due nor impaired
1 to 30 days past due

31 to 60 days past due

Over 60 days past due

R 80 B iR B 13,058
# HH1 =308 254
i1 #A31260H 336
i 8960 H A E 615

14,263

Receivables that were neither past due nor impaired related
to a large number of diversified customers for whom there
was no recent history of default.

Receivables that were past due but not impaired related to
a number of independent customers that had a good track
record with the Group. Based on past experience, the
directors of the Company were of the opinion that no
provision for impairment under HKAS 39 was necessary in
respect of these balances as there had not been a
significant change in credit quality and the balances were
still considered fully recoverable.

R 380 50 R 1A 2 TR 5 % B B
EEAM TR S0 H R ROR
1285 -

REH SR E 2 WK IE R —#t B 7
EFER REFEAKEERFBE
g -ERNUNERR ARRIEFR
B BEARBEEGERFIRHM
ZEBBELRERRE REASLE
EXAGEEZEHAAMERDER
Ak E -
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Notes to the Financial Statements

B 75 R Rk B =

31 December 2018
RZZE—N\F+ZA=+—H

19. TRADE AND OTHER RECEIVABLES AND

182

PREPAYMENTS (Continued)

Deposits and other receivables mainly represent rental
deposits. Where applicable, an impairment analysis is
performed at each reporting date by considering the
probability of default of comparable companies with
published credit ratings. In the situation where no
comparable companies with credit ratings can be identified,
expected credit losses are estimated by applying a loss rate
approach with reference to the historical loss record of the
Group. The loss rate is adjusted to reflect the current
conditions and forecasts of future economic conditions, as
appropriate. As at 31 December 2018, the Group assessed
the loss allowance and the expected credit loss rate under
the application of HKFRS 9 were insignificant.

None of the assets included in prepayments, deposits and
other receivables are either past due or impaired. The
financial assets included in prepayments, deposits and other
receivables related to receivables for which there was no
history of default.
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ANNUAL REPORT 2018

19.

B RHEMERRERBENK
T (#)

BehkAEtREERETERHER
T REBREEOHBBEEEAME
EFAMA L AR AN BE M ETT
BWED I (RER) - WEEENER
EEFENAL AR FHEEER
BESEASBERAEBERCEERE
BEOXETHFT - BREHREE R
1 1F 78 B8 A S Bk 30 B R O BT8R R
KEBERR - R _ZFE—-N\F+ A
=t—B AEEFHERBEEMB
HEERFEN TR B EBE RFEHE
EEBREAMTIRE -

BEREHPOREZ 5 AR A
BekHEMERFBRZEE -t AR
NHRE HEhEMBERFEZER
BEREBWHABR  M%EREKK
R E AR D8R ©



Notes to the Financial Statements

20. CASH AND CASH EQUIVALENTS

B RS R R M

31 December 2018
RZE—-N\F+_A=+—H

0. RERREEHE

Be RIRITHER
EHTF R

Cash and bank balances
Time deposits

Less: Pledged deposits (note 23)
Time deposits with original

maturity over 3 months TE B 17 3

Cash and cash equivalents RehREFE

B B IR R (A E23)
REMBEB=AN

2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR® T AREF T
275,986 341,700
268,368 172,104
544,354 513,804
(80,000) (80,000)
(64,000) (4,000)
400,354 429,804

At the end of the reporting period, the cash and bank
balances of the Group held in Mainland China amounted to
RMB461,714,000 (2017: RMB449,118,000). The RMB held in
Mainland China is not freely convertible into other
currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for
other currencies through banks authorised to conduct
foreign exchange business.

Certain of the Group’s cash at banks earns interest at
floating rates based on daily bank deposit rates. Short-term
time deposits are made for varying periods of between
seven days and three months (2017: seven day and three
months) depending on the immediate cash requirements of
the Group, and earn interest at the respective short-term
time deposit rates. The bank balances are deposited with
creditworthy banks with no recent history of default.

RWERR AEERFEAMER
ZHeRRBRTEBREEATREAR
#5461,714,0000 (ZE—+tF + ARE
449,118,0007T) ° H AN A FFE
ZARBAEREBRAAEME
AT - AR AR AR B 3 ) S BE B IR (6 A
REE BEERNEEERAT K&
EEEFARERTEARBEL R
Hiv &W - DUEITINEZER -

AEBEETRTRESEERRITER
TR R F8ERREAE - 24
EHERZHRBLAE=EA(=F
—tF  LRAE=FEA)AF RFAX
SEZARREFRME  LIRAE
ZEPFRFERERRIMAR - |17
RBEDEFEREERFZRITABE
I B o R IR 4T 8% o
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Notes to the Financial Statements
B 7% 3R 3% MY &

31 December 2018

are normally settled on terms of 30 days to 90 days.

TANG PALACE (CHINA) HOLDINGS LIMITED
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RZZE—N\F+ZA=+—H
21. TRADE AND OTHER PAYABLES B 5 KHMENKIE
2018 2017
—E-—N\F —ET—+1F
Note RMB’000 RMB’000
& ARET T ARET T
Trade payables g 5 5RIE 73,210 77,027
Other payables and accruals H b JE < 5K I8 I JE 5T 5RIE 29,695 28,853
Salary and welfare payables BN FH e kT 33,242 33,050
Contract liabilities aRAaE (@) 153,779
Receipts in advance TE U 5K IE - 124,723
289,926 263,653
An ageing analysis of the trade payables as at the end of BEHRZAMBGFTE BHEMAZKER
the reporting period, based on the invoice date, is as HHRZERTOT
follows:
2018 2017
—E-N\E T4
RMB’000 RMB’000
AR% T ARBT T
Within 30 days 30BN 59,478 58,596
31 to 60 days 31£260H 7,688 8,873
61 to 90 days 61%290H 2,401 4,932
91 to 180 days 91£180H 2,047 2,485
Over 180 days 180H KA E 1,596 2,141
73,210 77,027
The trade and other payables are non-interest-bearing and BSREMEMNKREATTERBE

MAB0B Z0H HIMAEE -



Notes to the Financial Statements

21. TRADE AND OTHER PAYABLES (Continued)
Note:

(@) Details of contract liabilities as at 31 December 2018 and 1
January 2018 are as follows:

21.

B # Rk B &

31 December 2018
RZE-—N\F+ZA=+—H

ESRHEMEMSRE®

Wit

@ #BEZT-NF+_A=+—HK
ST N\E-A-AMANAME
BT

31 December 1 January
2018 2018
—E-N\F —E-NF
t=A=+-8 —HA—H
RMB’000 RMB’000
AR¥T ARETT

Short-term advances received from customers #£ % F Ug 2 a9 42 27 78 {1

Contract liabilities in relation to customers’ HEPFEMNRIEERH
advance payments MERBE

153,779 124,723

Contract liabilities include short-term advances received to
deliver goods. The increase in contract liabilities in 2018 was
mainly due to the increase in short-term advances received
from customers in relation to the restaurant operations at the
end of the year.

22. DUE FROM/(TO) RELATED PARTIES

The amounts due from joint ventures and the amounts due
to related companies are unsecured, interest-free and
repayable on demand. In the opinion of the directors, the
directors, shareholders and beneficial owners of the related
companies are the common directors and major
shareholders of the Company.

22,

EREERERRMNEY MK
BHEMR - — T \FENAESE
meEZRARFEMLES WK E
ERELA SN RIEE N
FER -

W, (13) BB 5 RKE

WA ZERA RENBEERRZHA
REAR 2RV AREREE-E
ERR ZBHERRAZEEF KRR
ERBBEARARRBZHRAEERE
ERR -
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31 December 2018
RZZE—N\F+ZA=+—H

23.

186

INTEREST-BEARING BANK BORROWINGS

23. it

BERITEE

2017
el 2
Effective Effective
interest interest
rate (%) rate (%)
ERFIE Maturity ~ RMB’000 [E=:giE Maturity ~ RMB’000
(%) A AR%TrR (%) IEMA AREFTR
Current B
Bank loans — secured ~ SRITE — 2.00%- On demand 1.87%~  On demand
BHER 3.59% RER 79,200 2.29% e 70,550
2018 2017
—E-NF —E—+tfF
RMB’000 RMB’000
AR Tt ARMF T
Analysed into: DT
Bank loans: MITEN
On demand 17 25k 79,200 70,550
(@) The Group’s banking facilities amounting to @ =& &% RITHE AR
RMB79,200,000 (2017: RMB70,550,000), of which 79,200,000t (= T — £ F: A
RMB79,200,000 (2017: RMB70,550,000) had been K ¥70,550,0007T) B F A R ¥
utilised as at the end of the reporting period, are 79,200,007t (ZE —tF : AR
secured by the pledge of certain of the Group’s time #70,550,00070) R i & HE R B
deposits amounting to RMB80,000,000 (2017: WER  BASEERETEH
RMB80,000,000) (note 20). 7 % A R 80,000,000 (= &
—+ 4 : AR%80,000,0007T) 1E
A (Kt 5E20) o
(o)  All borrowings are in Hong Kong dollars. b) FIBEEEARBITNRIE-

The Group’s interest-bearing bank borrowings in the
amount of RMB79,200,000 (2017: RMB70,550,000)
containing a repayment on demand clause have been
classified as current liabilities. For the purpose of the
above analysis, the loans are included within current
interest-bearing bank borrowings and analysed into
bank loans repayable on demand.
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24. DEFERRED TAX

The movements in deferred tax liabilities and assets during

the year are as follows:

Deferred tax liabilities

Notes to the Financial Statements
Bt 7% 3R 3R MY &

31 December 2018
RZE—-N\F+_A=+—H

24. EIER A

FA - RENBEEREENE SN
™
IEEBIE A B

Undistributed

profits of
the PRC
subsidiaries
A R
S Sl
RMB’000
ARBFTT
At 1 January 2017 RZE—+tF—F—H -
Deferred tax charged to the statement of FRNEERBEBREZEXNG (H710)
profit or loss during the year (note 10) 8,899
At 31 December 2017 and 1 January 2018 RZEB—tF+_A=+t—HEK
—E-N\¥—HA—H 8,899
Deferred tax credited to the statement of FARTEHIBERB=RE R (HiL10)
profit or loss during the year (note 10) (2,119)
At 31 December 2018 R_ZE—-—)\F+-_A=+—H 6,780
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24. DEFERRED TAX (Continued)

24, EERIE (&)

Deferred tax assets BEHIEEE
Losses
available for
offsetting Other
against future temporary
taxable profits differences Total
FHEAES
HERERH
BANEE HtTZR=R e
RMB’000 RMB’000 RMB’000

ARET T ARET T ARET T

At 1 January 2017 RZE—tF—H—H - 5,990 5,990
Deferred tax credit/(charged) FRRELEHIEREZRX
to the statement of profit or K, (F0BR)
loss during the year (note 10) (H1£10) 172 (177) (5)
At 31 December 2017 and 1 RZE—+tF
January 2018 +ZA=+—8xK
—EZ-N\F—HF—H 172 5,813 5,985
Deferred tax charged FRIRET IR
to the statement of profit or MR BEERRK
loss during the year (note 10) (H13£10) (172) (1,405) (1,577)
At 31 December 2018 RZTE-N\F
+=-—A=+—8 — 4,408 4,408

The Group has tax losses arising in Hong Kong of
RMB10,509,000 (2017: RMB10,509,000) that are available
indefinitely for offsetting against the future taxable profits of
the company in which the losses arose. No deferred tax
asset has been recognised in respect of the tax losses in
Hong Kong of approximately RMB10,509,000 (2017:
RMB10,509,000) due to the unpredictability of future profit
streams.
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DEFERRED TAX (Continued)
Deferred tax assets (Continued)

The Group has tax losses arising in Mainland China of
RMB14,743,000 (2017: RMB15,158,000) that will expire in
one to five years for offsetting against future taxable profits
of the companies in which the losses arose. A deferred tax
asset has been recognised in respect of approximately
RMB687,000 of such losses in the prior year. No deferred
tax asset has been recognised in respect of the tax losses
of approximately RMB14,743,000 in Mainland China (2017:
RMB14,471,000) due to the unpredictability of future profit
streams.

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in Mainland China. The requirement is effective from 1
January 2008 and applies to earnings after 31 December
2007. A lower withholding tax rate may be applied if there is
a tax treaty between Mainland China and the jurisdiction of
the foreign investors. For the Group, the applicable rate is
5% or 10%. The Group is therefore liable for withholding
taxes when dividends distributed by those subsidiaries
established in Mainland China in respect of earnings
generated from 1 January 2008.

At the end of the reporting period, the aggregate amount of
temporary difference associated with undistributed earnings
of subsidiaries was approximately RMB338,304,000 (2017:
RMB336,360,000). A deferred tax liability has been
recognised in respect of approximately RMB135,600,000
(2017: RMB177,980,000) of such undistributed earnings. No
deferred tax liability has been recognised in respect of the
undistributed earnings of certain subsidiaries of
RMB202,704,000 (2017: RMB158,380,000) because the
Group is in a position to control the timing of the reversal of
the temporary differences and it is probable that such
differences will not be reversed in the foreseeable future.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

24,

B % R B A

31 December 2018
—N\F+ZA=+—H

EERIE (8)
BEHRIEESEZ)

ANEBMPRBEARNMES Z BN —
imiﬂﬁZEME%E/\E%
14,743,000 (= — £ F: AR ¥
15,158,00070) Al AR E L ZEE
BZERRIZARERBEN - X F
B4 AR #687,0007T 2 % & & B ##
RIELEREE E - AR EETE B KRR
D D 27 N o N B =M A B O R
BB A A R #14,743,0000 (— & —+
£ AR #14,471,00070) W R IE 1E T
HEE -

BEFBRCEMERE  FERMAK
Y ZHBEELEMIIBRKEEESTIR
2B ABRI0% B - ZRTE
BT N\F—A—BRES 1E
BR=ZZET+tF+ZA=+—HZ#%
EEZBAH &P R INEGEE
HEZREEREERBR WG E - BIA
BERARBEZENRRE -LAE®
mE - EAMEAE%H10% ° A I -
AN E B E R B AR KB A
AR EENF—A—BRELAZA
FETD IR 2R BAETEINTL B4 -

RIEHR - WEBRARARDRAF ERH
2 ERER BTN A AR 338,304,000
T(ZF — tE'AEm%%ww
JT) ° B Rt #Y A R #135,600,0007T (=
—ti-AE%Wummm02§%$
DEREABFERRELEHBEE - AEET
BEREEETHERARADREFAR
#202,704,000L (T —+F: AR¥E
158,380,000 0) ERIEETREEE - T)
MR AN EEEAEHBEZERERE Y
A RZEEZEEERE RIS &
Bl AT 2 °

AN 2 A A B 3R S A A%
Frig i o

BB I 4 B A AR
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25. ISSUED CAPITAL 25. BEITHRA
2018 2017
—E-N\F§ —E—tF
(equivalent (equivalent
to) to)
@ %18
HK$’000 RMB’000 HK$’000 RMB’000
TET AR%Txn TEL ARBTT
Authorised: JETE
4,000,000,000© 4,000,000,0008%©
(2017: 2,000,000,000) (ZT—+t%:
ordinary shares of HK$0.05 2,000,000,000f%)
(2017: HK$0.10) each SREE0.05%
T(ZE—+F:
0108 ) 2 L il
& 200,000 200,000
Issued and fully paid: EETRER:
1,068,617,500 1,068,617,5008%
(2017: 531,686,250) ordinary (ZZT—+F:
shares of HK$0.05 (2017: 531,686,2500%)
HK$0.10) each BFREE0.058
T(ZE—+F:
0108 7m) 2 & il
[ 53,431 45,496 53,169 45,276

TANG PALACE (CHINA) HOLDINGS LIMITED
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B # Rk B &

31 December 2018

RZTE-N\F+_A=+—H
ISSUED CAPITAL (Continued) 25. BEITRA®)
A summary of the transactions during the year with KEEZRZIBEELELRRAZE
reference to the movements in the Company’s issued BOEBRBRAES  FHBOT
ordinary share capital is as follows:
Number of
shares Capital
BRAEE it 7
(equivalent to)
ZE
Notes HK$'000 RMB’000
Wizt TET AR®TR
Authorised: EE
At 1 January 2017, RZE—+F—H—H"
31 December 2017 and —E—+F+_A
1 January 2018 “+—HRZZE-N
F—H—H 2,000,000,000 200,000
Effect of the Share Subdivision ~ B A F 2 ¥ 2 2,000,000,000 -
At 31 December 2018 RZZE-N\F+_A
=+—H 4,000,000,000 200,000
Issued and fully paid: ERTRAE:
At 1 January 2017 R-ZE—+F—H—H 424,019,000 42,402 35,586
Issue of shares under share RE R R E & &
award plan BITRM (@) 1,330,000 133 120
Bonus issue BITHLR (b) 106,337,250 10,634 9,570
At 31 December 2017 and RZT—+4F
1 January 2018 +ZA=+—8Ek
—E-N\EF
—H—H 531,686,250 53,169 45,276
Issue of shares under shares BB RE 8 81T
award plan — before Share B — B o iRAE
Subdivision (c) 1,082,500 108 91
Immediately before the Share ZEBRMD DA
Subdivision 532,768,750 53,277 45,367
Effect of the Shares Subdivision BB D if 2 ¥ & (©) 532,768,750 - -
Immediately after the Share ZREMRMD DR
Subdivision 1,065,537,500 53,277 45,367
Issue of shares under shares BB R RE 8%
award plan — after Share et — Bxfn ”\Tﬁ 1§
Subdivision () 3,080,000 154 129
At 31 December 2018 RZZE-NF+=A
=EF=E 1,068,617,500 53,431 45,496
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25. ISSUED CAPITAL (continued)

Notes:

(@)

TANG PALAC

On 26 January 2017, 1,330,000 ordinary shares of HK$0.1
each of the Company were issued to certain employees
pursuant to a share award plan. The shares were deemed to
be issued at HK$2.72 each, being the market price at the
date the shares were awarded. The total deemed
consideration for the issue of shares was HK$3,618,000
(equivalent to RMB3,256,000), of which HK$133,000
(equivalent to RMB120,000) representing the par value of the
shares of the Company, was credited to the Company’s
share capital and the remaining deemed consideration of
HK$3,485,000 (equivalent to RMB3,136,000) before issue
expenses was credited to share premium account.

Pursuant to an ordinary resolution passed by the shareholders
of the Company of the extraordinary general meeting of the
Company held on 26 September 2017, the shareholders of
the Company approved a bonus issue (the “Bonus Issue”) of
the shares on the basis of one bonus share for every four
shares held by qualifying shareholders whose name appear
on the register of members of the Company on 4 October
2017, being the date of determining the entitlement to the
Bonus Issue. The Bonus Issue was completed on 10
October 2017, and a total of 106,337,250 ordinary shares of
HK$0.10 each were issued.

On 16 April 2018, 1,082,500 ordinary shares of HK$0.1 each
of the Company were issued to certain employees pursuant
to a share award plan. The shares were deemed to be
issued at HK$3.66 each, being the market price at the date
the shares were awarded. The total deemed consideration for
the issue of shares was HK$3,962,000 (equivalent to
RMB3,328,000), of which HK$108,000 (equivalent to
RMB91,000) representing the par value of the shares of the
Company, was credited to the Company’s share capital and
the remaining deemed consideration of HK$3,854,000
(equivalent to RMB3,237,000) before issue expenses was
credited to share premium account.

E (CHINA) HOLDINGS LIMITED
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25. EBITRA ()

R-ZZTE—+F—HA=-+HB '  KAAQ7F
BER D&M E T&EB 1T
1,330,000/% & J& E EO. 18 T 2 & i@
Mo BREMR G WA BIREIR2.7278 T
BT BNERERMDE AMTE - sk
19817 2 WA (E # 58 53,618,000
& (M E W A R #3,256,0007T) -
& 133,000 ;o (H & W A B
120,0007T) AAARKRMHEE - B5
AXRRBEBRA B THRERE
3,485,000% L(#H & W A R &
3,136,0007T) (R IOBR B 1TH =) 5 A
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ZHRNBBRTZAARBREERNK
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—tF+ANBABEERAKE
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B & % E0.107 T 2 il AR B
Te

RZZE—NFHEA+AE  AAER
BRmDEBHAEEETREEHT
1,082,500/% & J& E E0. 178 T 2 & i@
IR - BREENRH AR AR T IR3.667 T
BT BAERERMNEANTE - LK
19817 2 AR (B 48 %8 53,962,000
7ot (B E RN A R #3,328,0007T) -
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Notes to the Financial Statements

25. ISSUED CAPITAL (continued)

Notes: (Continued)

(d)

Pursuant to an ordinary resolution passed by the shareholders
on the extraordinary general meeting of the Company held on
4 June 2018, on 7 June 2018, 3,080,000 ordinary shares of
HK$0.05 each of the Company (after the Share Subdivision
become effective) were issued to Ms. WENG Peihe, being an
executive director and the chief executive officer of the
Company who has abstain from the voting in related
resolution, pursuant to a share award plan. The shares were
deemed to be issued at HK$1.85 each, being the market
price at the date the shares were awarded. The total deemed
consideration for the issue of shares was HK$5,698,000
(equivalent to RMB4,786,000), of which HK$154,000
(equivalent to RMB129,000) representing the par value of the
shares of the Company, was credited to the Company’s
share capital and the remaining deemed consideration of
HK$5,544,000 (equivalent to RMB4,657,000) before issue
expenses was credited to share premium account.

The nominal value of the ordinary shares of the Company was
initially at HK$0.1 per share. With effect from 5 June 2018,
each of the then existing issued and unissued share of the
Company was subdivided into two subdivided shares of
HK$0.05 each, after a resolution was passed at the
extraordinary general meeting of the Company held on 4
June 2018 and with an approval obtained from the Stock
Exchange (the “Share Subdivision”). Upon the Share
Subdivision became effective, the authorised share capital of
the Company became HK$200,000,000, divided into
4,000,000,000 shares of HK$0.05 each. The other rights and
terms of the shares remained unchanged as at 31 December
2018.

Share awards

Details of the Company’s share award plan are included in
note 27 to the financial statements.

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

25. BEITRA (&)

Bt - ()

(d)

BEBEENR-_ZT—NENAMBLE
TZARARERFIASLBEBZ
TRRBERE E_T—-NEXA+t
B ARBRERG REERSE
R+ (EARRBRZHITE EHRIT
B TEEBREFRENER
) %% 773,080,0004% & A% ™ 60.05/8
L2 BB (RBRDIFRERZE) -
BRAB D WA AR T R1.858 T %
17 BNEBRMDE BRME - sk Hk
1T 2 BAER B 2 %8 55,698,000/
T (HE W A R #4,786,0007T) © &
F154,000% TL(MH & ® A R &
129,0007T) BA AR KR HEE - 25t
AXRBIBRA B THRERE
5,544,000% JL(HH & BN A R ¥
4,657,00070) (R NBREITR ) FTA
B 1D % & AR o

ARAEBBREERABS RS
TLe RRBIRZZE— \F/XAMAESE
THRRFIRAE LBBRAZRT
BEBMRZMALER BT —N\FX
AREAR ARABAENTREET
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B0.05/% 7T & #F 48 B 5 ([B% 19 &
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26.

RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 91
and 92 of the financial statements.

Statutory general reserve

The statutory general reserve represents the appropriation
of 10% of profit after taxation determined based on the
relevant accounting rules and regulations of the PRC as
required by the Articles of Association of the Company’s
PRC subsidiaries. The appropriation may cease to apply if
the balance of the statutory general reserve has reached
50% of the PRC subsidiaries’ registered capital.

Other reserve

The other reserve includes: (a) the difference between the
nominal value of the share capital issued by Tang Palace
F&B Enterprise Limited (“Tang Palace BVI”) and the nominal
value of share capital of the subsidiaries acquired by Tang
Palace BVI, (b) the deemed contribution from a controlling
shareholder of RMB1,866,000 arising on the acquisition of
the remaining 10% equity interest in Meco Petrochemical
Limited from Mr. Hui Yui Chuen (“Mr. Hui"),
controlling shareholder, by Mr. Chan, a founder shareholder

a non-

of the Company, on 23 December 2009 and representing
the unaudited combined net assets value of Meco
Hui as at 30
November 2009 reclassified from non-controlling interests as

Petrochemical Limited attributable to Mr.
deemed contribution by Mr. Chan, (c) the difference
between the subscription price and the nominal value of the
shares allotted and issued by Tang Place BVI of
RMB35,014,000 and the deemed contribution from
controlling shareholders of RMB107,215,000 and (d) the
difference between the nominal value of 1,999,999 shares of
HK$0.1 each in the Company’s issued share capital and the
entire issued share capital of Tang Palace BVI of
USD50,000 eliminated as a result of the Group
Reorganisation.

TANG PALACE (CHINA) HOLDINGS LIMITED
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27.

Notes to the Financial Statements

SHARE-BASED PAYMENT TRANSACTIONS

Share Award Plan

The Company adopted a share award plan on 25 March
2011 which was revised on 22 March 2013 (“Share Award
Plan”) pursuant to which the board of directors may, subject
to and in accordance with the rules of the Share Award
Plan, make an award of shares to certain classes of eligible
participants as specified
determined by the board of directors from time to time on

in the Share Award Plan, as

the basis of the opinion of the board of directors as to the
proposed awardee’s contribution and/or future contribution
to the development and growth of the Group. The shares
and other trust fund for the implementation of the Share
Award Plan are administered by a trustee or trustees (the
“Share Award Plan Trustee”) to be appointed by the
Company.

Under the Share Award Plan, the board of directors shall
determine the eligibility of the eligible participants and the
number of shares to be awarded (the “Awarded Shares”)
and notify the Share Award Plan Trustee of the making of
awards. The Awarded Shares are either (1) transferred from
any person (other than the Group) by way of gift; (2)
purchased by the Share Award Plan Trustee out of the
funds received by way of gift or for nominal consideration;
(8) subscribed for or purchased by the Share Award Plan
Trustee out of the funds allocated by the board of directors
out of the Group’s resources, subject to the terms and
conditions of the rules of the Share Award Plan. The Share
Award Plan Trustee may purchase shares on the Stock
Exchange at the prevailing market price or off market, or
subscribe for new shares at par or at such other
subscription price as instructed by the board of directors
out of the Group’s contribution if the board of directors

considers it appropriate to do so.
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27. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)
Share Award Plan (Continued)

During 2017, 1,330,000 ordinary shares of HK$0.1 each
were awarded under the Share Award Plan at HK$2.72
each, being the market price of the shares awarded. The
total deemed consideration of HK$3,618,000 (equivalent to
RMB3,256,000) was recognised as expense in 2017 in
relation to the shares awarded under the Share Award Plan.

In addition, during 2017, 2,382,000 existing shares of the
Company were purchased from the open market from 6
January 2017 to 7 April 2017 at the prices ranging from
HK$2.60 to HK$2.98 per share, and awarded to Ms. Weng
Peihe, an Executive Director and the Chief Executive Officer
of the Company. The total consideration of HK$6,667,000
(equivalent to RMB6,001,000) was recognised as expense
during 2017 in relation to the shares awarded under the
Share Award Plan.

On 16 April 2018, 1,082,500 ordinary shares of HK$O0.1
each were awarded under the Share Award Plan at HK$3.66
each, being the market price at the date the shares were
awarded. The total deemed consideration of HK$3,962,000
(equivalent to RMB3,328,000) was recognised as expense
during the year in relation to the shares awarded under the
Share Award Plan as further detailed in note 25(c) to the
financial statements.

On 7 June 2018, 3,080,000 ordinary shares of HK$0.05
each were awarded to Ms. Weng Peihe, an Executive
Director and the Chief Executive Officer of the Company
under the Share Award Plan at HK$1.85 each, being the
market price at the date the shares were awarded. The total
deemed consideration of HK$5,698,000 (equivalent to
RMB4,786,000) was recognised as expense during the year
in relation to the shares awarded under the Share Award
Plan as further detailed in note 25(d) to the financial
statements.
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25 @) 5T 2] LA 5 B%3.6678 T IR - Bl %
HEBRMEANME - RIERE
42 %8 53,962,000/ 7T (FH & N A R &
3,328,0007T) 1A & A Bt A% 19 S2 B &t &
Frmt B mERAeRSY  FBER
B 75 ¥R 2% Y 5E25(c) ©

R=-ZT—N\FXA+tH TREIE0.05
5 7T #93,080,00003% &9 & 18 Az 1R 5 A%
HEN T 2 AT AR1.858 TR T AR &
PITESERTHREBHSERZ L B
BROHRBRMHEANTE - RIERE
42 %85,698,000/8 L (#H & W A R &
4,786,0007T) A F A 5k IR 10 48 B &1 &I
Itz RO ERAERS  FBER
B 7% % % BT 5E25(d) ©



28. NOTES TO THE CONSOLIDATED

STATEMENT OF CASH FLOWS

(a)

(b)

Major non-cash transactions

On 16 April 2018 and 7 June 2018, 1,082,500 and
3,080,000 ordinary shares of HK$0.1 and HK$0.05
each of the Company, respectively, were issued under
the Share Award Plan to the employees and a director

with no consideration received.

Notes to the Financial Statements
B 7% 3R 3% MY &F

31 December 2018
RZE-—N\F+ZA=+—H

28. ZFEBRERERME

(@ EXHBEEXSH

—E-N\FRATARR=T
—N\F/XA+EH 1,082,500 &
3,080,000l A AR LB - B
5 50.17% 7T 0.057 7T+ 1R B’
MEBFTEMEERESET
A AR (B o

Changes in liabilities arising from financing (b) BMEEHELENBBTFE

activities

Interest

bearing bank

borrowings
SFREBITER
RMB’000
AR%¥ T
2018 —E—NF
At 1 January 2018 WZE—-N\F—H—H 70,550
Changes from financing cash flows BMERSREZD 8,650
At 31 December 2018 R_T—-N\F+_A=+—H 79,200
2017 —E—+tF
At 1 January 2017 RZE—tF—H—H 41,040
Changes from financing cash flows B & IR & # E) 35,460
Foreign exchange movement ME & & (5,950)
At 31 December 2017 R_T—+F+_H=+—H 70,550

BE (hE) ZRERAH
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29. OPERATING LEASE ARRANGEMENTS

198

The Group leases certain of its restaurants, staff quarters
and office premises under operating lease arrangements.
Leases for restaurants are negotiated for terms ranging from
two to ten years (2017: two to ten years), while leases for
staff quarters and office premises are negotiated for terms
ranging from one to three years (2017: one to three years).

At 31 December 2018, the Group had total future minimum
lease payments under non-cancellable operating leases
falling due as follows:

29.

REHERH

AEBEBREHELHLBEETE
B BIBSKRAERE ZEHEE
FHREANTFMEETF (2Tt
FMEELTF) MEIBEEHRR
ERBHEFHBRER/RNT —FE=
F(ZE—tF: —FE2=F)-

RZE-NF+ZA=+—8 &%
Em TR RELLHERA TR HA
RARKEMNOKEHESHIMT :

2018 2017

—E-N\EF T

RMB’000 RMB’000

AR T AR T T

Within one year —F A 105,565 98,975
In the second to fifth years, inclusive FE_FERERF

(BEEEMST) 244,551 236,125

After five years hF & 45,756 60,259

395,872 395,359

The operating lease rentals of certain restaurants are based
solely on the sales of those restaurants or on the higher of
a fixed rental and a contingent rent based on the sales of
those restaurants. In opinion of the directors, as the future
sales of those restaurants could not be accurately
estimated, the relevant rental commitments have not been

included above.

TANG PALACE (CHINA) HOLDINGS LIMITED
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Notes to

30. CAPITAL COMMITMENTS 30.

In addition to the operating lease commitments detailed in
note 29 above, the Group had capital commitments in
respect of property, plant and equipment at the end of the
reporting period:

the Financial Statements
Bt 7% 3R 3R MY &

31 December 2018

RZE-—N\F+ZA=+—H
BEAREE

B O B FE205T il 2 A% & AR B A HE SN

AEEBRBEARBMADE  BE MR
BHEAEANAE:

2018 2017
—E-N\HF —E—tF
RMB’000 RMB’000
AR®BT R ARBFIT

Contracted, but not provided for BRI B KRB

11,058 9,962

31. RELATED PARTY TRANSACTIONS 31

(@) In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following
material transactions with related parties during the

. BBARS

(@) FEAHITE - BR UL B RS H A B
R Z 50 - B B R B Oy
ETTTHNERRS :

year:
2018 2017
—E-N\F —E—tF
Notes RMB’000 RMB’000
k=3 AR T ARBT T
Purchase of leasehold BEHEWEE®B
improvements and B
equipment ) 18 72
Rental expenses paid to a ST R E
related company NG i N353 (ii) 1,032 1,032
Rental expenses paid to a YT —EEE
related company NElZMERX (iif) 4,623 4,623
Rental expenses paid to a ST —HEBEE S
related party ZHERY (iv) 2,476 =
Disposal of partial equity HE—XKKNBAA
interest in a subsidiary to a 2 &8 {5 I HE T —
related party B2l (v) 1,300 =

BE (hE) ZRERAH
2018 &5
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31.

A— T —

NE+Z

Notes:

(0

(i

(i)

(iv)

A=+—H

RELATED PARTY TRANSACTIONS (Continueq)

The selling price of the leasehold improvements and
equipment was made at pre-determined prices agreed
between the Group and Chiu Kwun Engineering
(Shenzhen) Co., Ltd. (“Chiu Kwun”). Mr. Ku, a director
of the Company, is the beneficial owner of Chiu Kwun.

The rental expenses were charged by Dongguan Well
Excellent Hotel Management Services Co., Ltd.
(“Dongguan Well Excellent”) at rates agreed between
the Group and Dongguan Well Excellent. Mr. Yip, Mr.
Chan and Mr. Ku, directors and shareholders of the
Company, are also the directors and shareholders of
Dongguan Well Excellent.

The rental expenses were charged by Meco Group
Company Limited (“Meco Group”) at rates agreed
between the Group and Meco Group. Mr. Yip, Mr.
Chan and Mr. Ku, directors and shareholders of the
Company, are also the directors and shareholders of
Meco Group.

The rental expenses were charged by Mr. Yip and Mr.
Yip Ka Fai (the “Related Landlord”) at rates agreed
between the Group and the Related Landlord. Mr. Yip
is the director and shareholder of the Company, and
Mr. Yip Ka Fai is the son of Mr. Yip and thus both of
them are related persons of the Company.

During the year, the Group disposed of its partial equity
interest in a subsidiary to Mr. Yip Ka Fai for an
aggregate consideration of RMB1,300,000 in cash.
After the disposal, the Group continued to have control
over the subsidiary.

Outstanding balances with related parties:

Details of the Group’s outstanding balances with
related companies and joint ventures as at the end of
the reporting period are included in note 22 to the
financial statements.

Compensation of key management personnel of the
Group:

Details of directors’

and the chief executive’'s

emoluments and the five highest paid employees are
included in notes 8 and 9, respectively.

The related party transactions in respect of items (i), (i) and

(iv)

above

also constitute connected transactions or

continuing connected transactions as defined in Chapter
14A of the Listing Rules.

TANG PALACE (CHINA) HOLDINGS LIMITED
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=
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32. FINANCIAL INSTRUMENTS BY CATEGORY 32. REFE P 2EMIA

The carrying amounts of each of the categories of financial RBEHR SEEINSHIT AN
instruments as at the end of the reporting period are as BREENT

follows:

Financial assets SREE

2018 2017
“B-N\% it b S
Financial
assets at fair

value through

Financial other
assets at comprehensive Available-
amortised income for-sale
cost RAYERE Loans and financial
REH AR receivables assets
B 2 31 i B9 2EKEN Total Rk e Total
SREE tREE #ct B IR SHEE EoH)
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
ARBT ARBT AR TR N ARBTFT ARETT

Financial assets at fair value ~ A FEE

through other FAHM
comprehensive income 2EME
MeBEE - 38,209 38,209 - - -
Avallable-for-sale investments A (1 £ & = = = - 66,154 66,154
Trade receivables BHEWRE
(note 19) (H#19) 13,760 - 13,760 14,263 - 14263
Deposits and other receivables %4 [ Kt B I
(note 19) FE (W F19) 64,888 - 64,888 59,393 - 59,393
Due from joint ventures ERAEEDF 2,696 - 2,696 2,252 - 2,252
Pledged time deposits BEATHER 80,000 - 80,000 80,000 - 80,000
Time deposits EHER 64,000 - 64,000 4,000 - 4,000
Cash and cash equivalents RekResE 400,354 - 400,354 429,804 - 429,804
625,698 38,209 663,907 589,712 66,154 655,866

EE (FE) ZERERAR
2018 F3R 201
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32. FINANCIAL INSTRUMENTS BY CATEGORY

(Continued)

Financial liabilities

32. EHEsZzERM T EE)

tRMAR

Financial liabilities at
amortised cost

Trade payables (note 21)
Other payables and accruals (note 21)

e REE A A
ARRITREE

Due to related companies
Interest-bearing bank borrowings

g 5 &N A (B at21)
T A RE T FRE & H b A
REZ A EHF21)

RBHERAIIRZERAE
2018 2017
—E2-N\F —E—tF
RMB’000 RMB’000
ARM TR ARETT
73,210 77,027
29,695 28,853
353 171
79,200 70,550
182,458 176,601

33. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and
cash equivalents, time deposits, pledged time deposits,
trade receivables, trade payables, interest-bearing bank
borrowings, deposits and other receivables, other payables
and accruals, and balances with related companies and joint
ventures approximate to their carrying amounts largely due
to the short term maturities of these instruments.

TANG PALACE (CHINA) HOLDINGS LIMITED
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33.

Notes to the Financial Statements

FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (Continued)

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values:

The fair values of listed equity investments are based on
quoted market prices. The fair value of an unlisted equity
investment designated at fair value through other
comprehensive income has been estimated based on
market prices of recent transactions of the investment. The
directors believe that the estimated fair value resulting from

the recent market prices, which is recorded in the
consolidated statement of financial position, and the related
change in fair value, which is recorded in other

comprehensive income, is reasonable, and that it was the
most appropriate values at the end of the reporting period.

33.

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

ERMIENAFERAFERE
#)

ERMEENBENRFEDRIAA
RENHEREFAZHETRSZ
TR MIEHANFREEZ AT
B EFFAFEBERNUTTERR

i
B

ERAIHEERANKREZ A FETEZ
MHHMEAE - AR FEFT AEME
BREHIFLEHRARENRFET
REOHZRERSGNTHERMG
B -BERR HEMBHRAKRFDRLE
BT R S BT E AN A A FE
REMGERERPCHENAFEZ
PREE MARBREHRKAEN
EBE-

BE (hE) ZRERAH
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33. FAIR VALUE AND FAIR VALUE HIERARCHY 3. EWMIANAFERAFERE

OF FINANCIAL INSTRUMENTS (Continuead) e

Fair value hierarchy AFEER

The following tables illustrate the fair value measurement TRIWRAEERSBH T E 2 ATFES
hierarchy of the Group’s financial instruments: EER -

Assets measured at fair value: BRATEFEZEE:

As at 31 December 2018 R=ZB-NF+=ZA=+—8H

Fair value measurement using
AYEHERANTER
Quoted Significant Significant
prices in observable unobservable
active inputs inputs

markets (Level 2) (Level 3)

(Level 1) EXRAEER BERFRTA
RIERBMIZZ WASE HEBAZE Total
RE(E-—R) (B=#) (E=#4) gt
RMB’000 RMB’000 RMB’000 RMB’000
AR T T AR T T AR T T AR T T

Financial assets at fair @R F(EE

value through other FTAEA
comprehensive 2EEER
income CREE 23,209 = 15,000 38,209

TANG PALACE (CHINA) HOLDINGS LIMITED
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33. FAIR VALUE AND FAIR VALUE HIERARCHY 3. EMTEMNAFERAFERE

OF FINANCIAL INSTRUMENTS (Continued) e
Fair value hierarchy (Continued) AXFEER &)
As at 31 December 2017 RZE—tF+A=+—H

Fair value measurement using

AFEHERATEE
Quoted Significant Significant
prices in observable unobservable
active inputs inputs
markets (Level 2) (Level 3)
(Level 1) EAABE EATA
RIS Z BABE BRBAEE Total
BEE-R) (EF=®) (E=®) @t
RMB’000 RMB’000 RMB’000 RMB’000

ARET T ARET T ARET T ARET T

Available-for-sale AEHERE
investments:
Equity investments N 66,154 — — 66,154
The movements in fair value measurements within Level 3 FRNE=ZRLAFEF=ZEHNT :

during the year are as follows:

2018 2017
—E-N\HF —E—tF
RMB’000 RMB’000
AR¥T ARBT T

Equity investment at fair value through 12 QA FET A E bz & W

other comprehensive income — B AR AR IR &

unlisted: JELT:
At 1 January n—H—H - =
Addition 18 15,000 —
At 31 December RT=F=T=E 15,000 =

BE (hE) ZRERAH
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33.

34.

FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (Continued)

Fair value hierarchy (Continued)
Liabilities measured at fair value:

The Group did not have any financial liabilities measured at
fair value as at 31 December 2018 and 2017.

During the year, there were no transfers of fair value

measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 for both financial assets and

financial liabilities (2017: Nil).

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash
and bank balances, short-term deposits and interest-bearing
bank borrowings. The main purpose of these financial
instruments is to raise finance for the Group’s operations.
The Group has various other financial assets and liabilities
such as trade receivables, deposits and other receivables,
balances with related companies, trade payables and other
payables, which arise directly from the Group’s operations.

The main risks arising from the Group’s financial instruments
are foreign currency risk, credit risk and liquidity risk. The
directors meet periodically to analyse and formulate
measures to manage each of these risks and they are
summarised below.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units
in currencies other than the units’ functional currencies. It is
the Group’s policy not to enter into forward contracts until a
firm commitment is in place.

TANG PALACE (CHINA) HOLDINGS LIMITED
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FEZERAE-

FR AFEFERF-REBFE R
ZHEHOEERU N eREERERA
BEBFE=-RBALEH(ZFT—t
FE) -

TREREEAEEREXK
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34. FINANCIAL RISK MANAGEMENT 4. eRIEMEEEERBEEK®
OBJECTIVES AND POLICIES (continued)
Foreign currency risk (Continued) ShEE LB (2)
The following table demonstrates the sensitivity at the end of TRIINTEMBEMBEHRETE 2
the reporting period to a reasonably possible change in the BAT RBERRBTLERSGEN
Hong Kong Dollar exchange rate, with all other variables AReEHHNAEB ZBRBADAERN (B
held constant, of the Group’s profit before tax (due to REBEERABEZAFEEZY) LA
changes in the fair value of monetary assets and liabilities) EE R IBRE -

and the Group’s equity.

Increase/

Increase/ (decrease) Increase/
(decrease) in in profit (decrease)
exchange rate before tax in equity*

IEE =R R B A 328 A R
EH () & CR2) OR ) *
% RMB’000 RMB’000

ARET T ARET T

2018 —EB-N\F
If Renminbi weakens against fit N R H B TTRE
HKS
If Renminbi strengthens against  fitf A R 8 3,38 T FH{E
HK$
2017 —E—t#F
If Renminbi weakens against i AR 5B TR E
HKS 5 2,531 —
If Renminbi strengthens against fiti A & # 3,38 T &
HK$ (5) (2,531) —
* Excluding retained profits * TEFERR % T

BE (hE) ZRERAE
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34. FINANCIAL RISK MANAGEMENT 4. cREAMEERERBE#®)
OBJECTIVES AND POLICIES (continued)
Credit risk 15 & & ba
The Group trades only with recognised and creditworthy REBRERBREEEZE=ZAR
third parties. It is the Group’s policy that all customers who 5 AEBIZBERA  FAEEBRRR
wish to trade on credit terms are subject to credit SGCRFPERBEEZFERRF - It
verification procedures. In addition, receivable balances are SN AEBERETYERERE
closely monitored on an ongoing basis to minimise the CREREBEREBE CEERRER -
Group’s exposure to bad debts.
Maximum exposure and year-end staging as at RZFE-NFF+ZA=+—HHI&R
31 December 2018 &y JE B R O A4S ER
The table below shows the credit quality and the maximum TREIRZZE—NF+A=+—
exposure to credit risk based on the Group’s credit policy, HOBRBAEREERR (FEERNB
which is mainly based on past due information unless other TEBHER RIFEMENTETH
information is available without undue cost or effort, and HiEZERANE TR ES) WEER
year-end staging classification as at 31 December 2018. The BEkEaEERBUARFEERS
amounts presented are gross carrying amounts for financial H-MEZ2VeBAeRmEENRmME
assets. =K
12-month
ECLs Lifetime ECLs
+=@A
BHEE
B 2HABEERR
Simplified
Stage 1 Stage 2 Stage 3  approach
F-KBE S-KE S=ER @StAi
RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
ARETT ARBFLT ARBTT ARETL ARETR
Financial assets at fair value through BEATEFALBEGE KRS
other comprehensive income SREAE 38,209 - - - 38,209
Trade receivables” B 5 EWHIE - - - 13,760 13,760
Deposits and other receivables BRREMERRE
— Normal** - &~ 64,888 = = - 64,888
Due from joint ventures el & & AR FUE 2,696 = = = 2,696
Pledged time deposits BEEATBHER
— Not yet past due - K@ 80,000 = = - 80,000
Time deposits EHBER
— Not yet past due - K@H 64,000 — — - 64,000
Cash and cash equivalents BekHEZEY
— Not yet past due - XK@ 400,354 = = — 400,354
650,147 = = 13,760 663,907

208 TANG PALACE (CHINA) HOLDINGS LIMITED
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34. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Credit risk (Continued)

Maximum exposure and year-end staging as at
31 December 2018 (Continued)

* For trade receivables to which the Group applies the simplified
approach for impairment, information is disclosed in note 19
to the financial statements.

> The credit quality of deposits and other receivables is
considered to be “normal” when they are not past due and
there is no information indicating that the financial assets had
a significant increase in credit risk since initial recognition.
Otherwise, the credit quality of the financial assets is
considered to be “doubtful”.

Maximum exposure as at 31 December 2017

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, deposits and other
receivables, arises from default of the counterparty, with a
maximum exposure equal to the carrying amounts of these
instruments.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. There are no significant concentrations of credit
risk within the Group. Further quantitative data in respect of
the Group’s exposure to credit risk arising from trade
receivables are disclosed in note 19 to the financial
statements.

B # Rk B &

31 December 2018
RZE—-N\F+_A=+—H

4. tREREEEHERBE#)

= EE (2

R-IE—-NEF+ZA=+—HHZE
= B B [ F AR B ER (48

* BRASEKABESEZRENE
SEWEIE - B R BN B SRR M
19 -

o BERREMBRFENEEEER
REBAEEEHNRBADNARERR
ZEREEN(E R EE N
WEBIER] - B EREENE
EAERRIEIAE] -

—E Lt A= —AHRE

VY4

rEBEbEREE(BRASLRS
HEY FREEMBKRE)NEER
RERREXSHTFEN &EaRRE
HEBTANEEEMRS -

MR AEEEZERTEEEREINS
=HETRS A ARTERAM-
AEERALBEANEESTEAR B
MAKEREKESRRELNEER
BEE— T EBIE WERM KR
RMEE19 ©
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34. FINANCIAL RISK MANAGEMENT

210

OBJECTIVES AND POLICIES (continued)
Liquidity risk

The Group monitors its risk to a shortage of funds using a
recurring liquidity planning tool. This tool considers the
maturity of both its financial instruments and financial assets
(e.g., trade receivables) and projected cash flows from
operations.

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of bank
loans and overdrafts, obligations under finance leases and
trust receipt loans. The Group’s policy is to maintain the
Group at a net current asset position.

TANG PALACE (CHINA) HOLDINGS LIMITED
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34. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continuead)

Liquidity risk (Continued)

Notes to the Financial Statements
B 7% 3R 3% MY &F

The maturity profile of the Group’s financial liabilities as at
the end of the reporting period, based on the contractual

undiscounted payments, is as follows:

Trade payables

Other payables and
accruals

Due to related
companies

Interest-bearing bank
borrowings

B AR RE
H A R 0R
R EEH IR
EfEEAT

iHERTEE

3. cEHEAKREEBEREE#)

31 December 2018
RZE-—N\F+ZA=+—H

mENEREIE (E)

RBEMR AEESRAENDH
METIERATHEQRITEFEA

25T :

2018 2017

—E-\E e 2

On Less than On Less than
demand 1 month Total demand 1 month Total
REREE HMER Chp RESREER SMER Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETRE ARETT PN RPN NS &
= 73,210 73,210 - 77,027 77,027
= 29,695 29,695 - 28,853 28,853
353 = 353 171 - 171
79,200 = 79,200 70,550 - 70,550
79,553 102,905 182,458 70,721 105,880 176,601

BE (hE) ZRERAE
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34. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. No changes were
made in the objectives, policies or processes for managing
capital during the years ended 31 December 2018 and 31
December 2017.

The capital structure of the Group consists of cash and
cash equivalents and equity attributable to owners of the
Company, comprising issued share capital, reserves and
retained profits as disclosed in the consolidated financial
statements.

The directors of the Company review the capital structure
periodically. As part of this review, the directors consider
the cost of capital and risk associated with each class of
capital. Based on recommendations of the directors, the
Group will balance the overall capital structure of the Group
through the payment of dividends, new share issues as well
as the raising of new bank loans.

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018
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35. STATEMENT OF FINANCIAL POSITION OF 35. AR B W AR
THE COMPANY

Information about the statement of financial position of the FBBAARRRRNBREHRNH AR
Company at the end of the reporting period is as follows: REMEI AT

2018 2017
—E-N\EF —E—tF
RMB’000 RMB’000
AR®BT T ARBTFIT

NON-CURRENT ASSETS kREBEE

Investments in subsidiaries REERAIEE 7,097 7,097

Amounts due from subsidiaries FE U BT /B~ Bl 3R IE 147,835 170,371

Total non-current assets IERBEELE 154,932 177,468

CURRENT ASSETS RBEE

Other receivables and prepayments Hfth B U SR IE R TR SRIE 238 202

Cash and cash equivalents ReEkReFH 720 378
958 580

CURRENT LIABILITIES REBAEE

Other payables o & 3R IE 79,448 70,684

NET CURRENT LIABILITIES REBAEEFEE (78,490) (70,104)

Net assets EEFE 76,442 107,364

EQUITY &

Issued capital BEBEITRA 45,496 45276

Other reserves H b {5 30,946 62,088

Total equity 1B 76,442 107,364

BE (hE) ZRERAH
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35. STATEMENT OF FINANCIAL POSITION OF 35. XA B WEBARR (&)

THE COMPANY (Continued)

Note: Bt -
A summary of the Company’s reserves is as follows: KAvfEEIBENT
Share Exchange
premium fluctuation Retained
account reserve earnings Total
BHRE ERFRBRE REEF “@Et
RMB’000 RMB’000 RMB’000 RMB’000
AREFTTT AR%TT ARBTT ARETT
Balance at RZT—+F
1 January 2017 —H—H 8,393 885 40,585 49,863
Profit for the year F W - - 134,757 134,757
Other comprehensive loss FREMEMEESE:
for the year:
Exchange differences on BMEBINEEM
translation of foreign EEWERERE
operations - (3,168) - (3,168)
Total comprehensive income FRNEMERNEE:
for the year — (3,168) 134,757 131,589
Issue of shares under share B AR 1 22 B 51 &I
award plan BT 3,136 — — 3,136
Final 2016 dividend declared Tk T —RF
ﬂiﬁﬁﬂx 5 - - (80,391) (80,391)
Interim 2017 special dividend = t¢ # A
% B AR & - - (32,539) (32,539)
Bonus issue AR 31T (9,570) - - (9,570)
At 31 December 2017 and RZZE—+F
1 January 2018 +ZA=+—HEK
RZT—N\F
—H—H 1,959 (2,283) 62,412 62,088
Profit for the year F N F = = 95,290 95,290
Other comprehensive loss FANHMEEEIE :
for the year:
Exchange differences on BMEBINEEM
translation of foreign EEMELEZRE
operations = (578) = (578)
Total comprehensive income FANEE RN 42
for the year = (578) 95,290 94,712
Issue of shares under share $E%J““ iR 17 £2 B 51 &
award plan BTG 7,894 - - 7,894
Final 2017 dividend declared 5 ,)E:E—ti
REARR B = - (103,228) (103,228)
Interim 2018 special dividend ~— —Z&— J\ £ F Hj
# B AR 2, - - (30,520) (30.520)
At 31 December 2018 RZZT—-N\EF
+-A=+—8 9,853 (2,861) 23,954 30,946

TANG PALACE (CHINA) HOLDINGS LIMITED
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36. APPROVAL OF THE FINANCIAL 36. #LEBF®K
STATEMENTS
The financial statements were approved and authorised for THMBRECDEESTEN_E—NF
issue by the board of directors on 25 March 2019. AT hBHE R ETE -

BE (hE) ZRERAH
2018 &5 215



Summary Financial Information

MBRERBE

A summary of the results and of the assets, liabilities and non- REBRBIREVREFENEEME - U
controlling interests of the Group for the last five financial years, REE - AERFEZERER  DHRESEAERT
as extracted from the published audited financial statements is set HlEmrsEzBmE -

out below.

RESULTS ¥E&E

Year ended 31 December
BE+-A=t—-HLEE
2018 2017 2016 2015 2014
= e —T—+F TR ZIT-hF ZIT—NF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
N Ee ARBTT AR®TrT ARETRT ARETR

Revenue I 2 1,492,128 1,356,142 1,248,455 1,088,147 989,048
Other income and gain, H A R
net W %58 38,221 36,734 33,716 290,486 25,861
Cost of inventories BERGFERAE
consumed (551,109) (482,112) (463,580) (434,745) (402,840)
Staff costs BIAA (448,071) (383,611) (337,491) (302,455) (256,279)
Depreciation of items of mE--BEX
property, plant and SBBEEWE
equipment (50,420) (51,095) (55,306) (57,200) (55,812)
Utilities and consumables A &5 X
OB # o (77,498) (71,347) (66,780) (62,515) (58,153)
Rental and related expenses & M A8 # X (139,875) (122,078) (112,815) (117,226) (105,918)
Other expenses H i 2 (89,722) (82,756) (92,990) (75,964) (68,619)
Share of results of [ YN
joint ventures Y (3,803) (4,304) (6,961) (2,435) -
Finance costs BEKAR (1,870) (1,038) (978) (509) (197)
Profit before tax 754 A 4 A 167,981 194,535 145,270 64,584 67,091
Income tax expense FTiS BB X (50,975) (61,349) (42,997) (15,995) (14,891)
Profit for the year RE R H 117,006 133,186 102,273 48,589 52,200
Attributable to: =R
Owners of the Company AN/NIE RSN 115,173 131,329 100,992 48,589 53,200
Non-controlling interests FEIE R 1,833 1,857 1,281 - (1,000)
117,006 133,186 102,273 48,589 52,200

216 TANG PALACE (CHINA) HOLDINGS LIMITED
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Summary Financial Information

ASSETS, LIABILITIES AND NON-CONTROLLING

INTERESTS

MBERBME

EE - BERFERER

As at 31 December

R+=-HA=+—-H
2018 2017 2016 2015 2014
=L —T—+F —T-RF ZT-HF ZT—WEF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
NEann | ARBTT ARETT ARETT ARETT
Total assets EEBE 893,063 889,659 773,464 699,417 597,744
Total liabilities BELEE (390,430) (355,585) (294,157) (277,757) (194,428)
Non-controlling interests FEE R = (6,187) (3,438) (1,581) - -
496,446 530,636 477,726 421,660 403,316

BE (hE) ZRERAE
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Glossary
A 7
7A| 5

Abbreviation

fa

AGM
BRBFKE

Articles of Association
HE=EAA

Audit Committee
EVEESG

Board

BEfg

CCT Tenancy Agreements

CCTHE &
Chiu Kwun
ic:Ritd
Company

EAN/N

Controlling Shareholders
YRR AR 3R

Corporate Governance Code
PdEERTA

TANG PALACE (CHINA) HOLDINGS LIMITED
ANNUAL REPORT 2018

Definition

B

annual general meeting of the Company to be held on 14 June 2019
ARRIBER - E-—NFAATHARTZRRBFAE

articles of association of the Company adopted on 25 March 2011 and as
amended from time to time
ARARZBE-——F=ZAZTHBERARETIRET 2 EBZRMAA

audit committee of the Company established on 25 March 2011 with written
terms of reference (amended on 1 January 2016 and 1 January 2019)
ARBAIRZE——F=ZA T HERYIZEREZE G EREEABESHE
(BERZZE—R"F—A—BER=-ZZE—NAF—A—BEHERD

board of directors of Tang Palace (China) Holdings Limited
EE(FE)ERERAGESE

tenancy agreements entered into between the Group as lessee and Meco
Group or Dongguan Well Excellent (as the case may be) as landlord
AEB(WERAABA)BESERI(RFTBEAME) REHEERET)IFIL
OREN-ROE

Chiu Kwun Engineering (Shenzhen) Co. Ltd., a company established in the PRC
with limited liability on 4 April 1990 and indirectly wholly-owned by Mr. KU Hok
Chiu, being one of our executive directors and substantial shareholders
BEFASBRERORIDERRAF E-NMANTFHNAONBESRBEKLZE
RAR BARTESRIZRFGEBELHELZERST

Tang Palace (China) Holdings Limited
EE(REDIERERAA

Mr. CHAN Man Wai, Mr. YIP Shu Ming, Mr. KU Hok Chiu, Best Active
Investments Limited, Current Success Investments Limited and Bright Mind
Investments Limited collectively known as the Controlling Shareholders of the
Company

PREL A - ERIALEAE  HEBH%E A - Best Active Investments Limited -
Current Success Investments Limited & Bright Mind Investments Limited * &% 18

R R REBRBRR

Corporate governance code as set out in Appendix 14 of the Listing Rules
LR AIK SR 14PT R 2 2 E R <F A



Abbreviation

fa

CPPCC
B 13

Dongguan Well Excellent

R

EGM

BREFRIAR

Group
REH

HK Well Excellent

BEHEE

Listing Date

£ A H

Listing Rules
LR Rl

Meco Group

Model Code

EEE]

Nomination Committee

RE2ZE®

Glossary
AR

Definition

B

Chinese People’s Political Consultative Conference
R AREBUR W RS &

Dongguan Well Excellent Hotel Management Services Co., Ltd., a company
established in the PRC with limited liability on 27 October 2006 and wholly
owned by HK Well Excellent
REREREEERBARARA — KRR _FERF+A-_TLBRETEK
YHBERAF HBEBREZEHRFR

extraordinary general meeting

BREFRIAR

Tang Palace (China) Holdings Limited, together with its subsidiaries
EFE(PEDERAERIARAENERA]

Well Excellent Development Limited, an investment holding company
incorporated in Hong Kong with limited liability and owned as to 50% by Mr.
CHAN Man Wai, 35% by Mr. YIP Shu Ming, 15% by Mr. KU Hok Chiu
MEZRARAF —XREBIMALNERKREFTRAE - BARXESL
B ERBREERETEBEEDFIEAS0% - 356%K%15%

date on which the trading of the Company’s securities commenced, i.e. 19
April 2011
ARAlFEAFFRREE B I Z2——FWA+ A

Rules Governing the Listing of Securities on the Stock Exchange
B X P % o5 - AR Al

Meco Group Company Limited, a company incorporated in Hong Kong with
limited liability on 14 July 1992 and owned as to 50% by Mr. CHAN Man Wai,
35% by Mr. YIP Shu Ming and 15% by Mr. KU Hok Chiu

EREBERAR " KR —NMWNZFLtA+OAEEEFMALINERA
Al BRXELEE  EBBEERTEBEEDBIHEE50% - 35%K15%

Model code for securities transactions by directors of listed issuers as set out
in Appendix 10 to the Listing Rules
FHRBIMEIOME FTETAZEEFETESFRHZFESTA

nomination committee of the Company established on 25 March 2011 with
written terms of reference

ARBR_F——F=ZA-_+HAKIUZREZRZES EHRAEZHRERLE

BE (hE) ZRERAH
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Glossary

)

Abbreviation Definition

155 78 B=

Non-compete undertaking an irrevocable non-compete undertaking in favour of the Group pursuant to

which each of the Controlling Shareholders will not directly or indirectly, carry
on, invest in or be engaged in any business which would or may compete with
the business of the Group

T3 F R MAEBEEL 2 AATRE Ao oA - Bit > SERRRES TS EESEEE
T REINREFEMEREEEBRFXARERFIER

PRC People’s Republic of China

H REARKA

Prospectus the Company’s prospectus dated 7 April 2011 for the initial public offering

HBiRER ARABBA_ET——FUALAZER AHREERRER

Remuneration Committee remuneration committee of the Company established on 25 March 2011 with
written terms of reference

yMEES AARRZE——FZAZT+RARUZFNEE S EREEZEBESRE

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

BHRBE D BEBENESNERF RBE RO (B AEER] - Mz A& 77 X&)

Share Award Plan share award plan adopted by the Company on 25 March 2011 (as amended or
supplemented)

& 19 BE B &t & KRRV ZE——F=ZAZ+H B (BEFTHMT) RN RH EEEE

Share Options Scheme share option scheme adopted by the Company on 25 March 2011

&R At 2 AARN - E——F A -+ T HRANZERESE

Share Subdivision the subdivision of the Company’s previous ordinary share(s) of HK$0.10 each

in the share capital of the Company (issued and unissued) into two(2) existing
ordinary share(s) of HK$0.05 each that was approved at the extraordinary
general meeting of the Company held on 4 June 2018 and became effective
on 5 June 2018

&7 9 ¥ HEAARRARAFRBZROIGETZ ERBR(BEETRABIT)OHAMQK
REFGROBELZEBR  ER T \FAANBRTZEREEFAS
PERE YR-ZZE—NFAAABEAER

Stock Exchange The Stock Exchange of Hong Kong Limited
Bt 22 PfT EEMERSMARADA

TANG PALACE (CHINA) HOLDINGS LIMITED
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