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Definitions

Bx

“AGM”

“Articles of
Association”

“associate(s)”

“Audit Committee”

“Board”

“Board Lot”

“Cayman
Companies
Act”

“Chengdu Lease
Agreement”

“Chengdu
Yueyihai”

“China” or “PRC”

the annual general meeting of the Company
to be held in Ma’anshan City, Anhui Province
on Thursday, 18 May 2023 at 2:00 p.m. or any
adjournment thereof

the articles of association of the Company, as
amended from time to time

has the meaning ascribed thereto under the Listing
Rules

the audit committee of the Board

the board of Directors of the Company

means the board lot in which the Shares are traded
on the Stock Exchange from time to time

the Companies Act, Cap. 22 (Law 3 of 1961) of the
Cayman lIslands, as amended, supplemented or
otherwise modified from time to time

the lease agreement dated 7 December 2020
entered into between Chengdu Yueyihai and
Sichuan Haidilao in connection with the lease of
a parcel of land with the properties and fixtures
thereon by Sichuan Haidilao to Chengdu Yueyihai

Chengdu Yueyihai Co., Ltd.* (R&EHESHES
FRA 7)), a limited liability company established
in the PRC on 28 April 2014 and an indirectly
wholly-owned subsidiary of the Company

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

FESEMIZER AR DT Yihai International Holding Ltd.

[RRBFAE]

[assRan

[BEA

(B REE )

(€8]

[BEE]

[FAEARE]

[ EpR AR

[ B ED R |

[

®R202355H18H
(EHm) T =BRER
ZHEFRUTRTH
FRARRBEAES
HEMES

ARANASERAA
(RABHERT)

ERLEMARRAETH

it

ESERTHNETZE

@
=

FRARAEFEE

RO FBREXFEE
Z—FEEEMN

HEHEEMERNEN
Bk (1961 FH355 %
fil) » BREEET - 1
ZRUAEMFRES

REHEREN ISR
BR2020F1287HE]
YWEERE  ABE
B)ISES AR
EERE-RELHER
HEMMEREEY

REHEREERRL
B —FR2014F4 8
28 AEHEIR L ER
EAEDQT AKXARAMHN
BEEENBELH

i ARLAE B3
XEREHEIN B
AERHHANZAT
AEEE  BRRAE



“Companies
Ordinance”

“Company”

“Controlling
Shareholders”

“Corporate
Governance
Code”

“Director(s)

“Financial
Statements”

“Framework Sales
and Purchase
Agreements”

the Companies Ordinance, Chapter 622 of the
Laws of Hong Kong, as amended, supplemented
or otherwise modified from time to time

YIHAI INTERNATIONAL HOLDING LTD. (E&gE]F
IREBRAF)), an exempted company with limited
liability incorporated in the Cayman Islands on 18
October 2013

has the meaning ascribed thereto under the Listing
Rules, and unless the context otherwise requires,
refers to Mr. Zhang Yong, the non-executive
Director, Ms. Shu Ping, (an executive Director and
the spouse of Mr. Zhang Yong), ZYSP YIHAI Ltd
and SP YH Ltd

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

director(s) of the Company

the consolidated financial statements of the Group
for the year ended 31 December 2022 as audited
by PricewaterhouseCoopers

collectively, the hotpot soup flavouring products
sales agreement dated 7 December 2020 entered
into between the Company and the Joint Venture
in relation to the sales of hotpot soup flavouring
products from Yihai Shanghai and its subsidiaries
to the Joint Venture, and the self-serving small
hotpot products sales agreement dated 7
December 2020 entered into between the Joint
Venture and Yihai Shanghai in relation to the sales
of Small Hotpot Products by the Joint Venture to
Yihai Shanghai and its subsidiaries
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Definitions

Bx

“Group”

“Haidilao”

“Haidilao
Customized
Products”

“Haidilao Group”

“Haidilao
Master Sales
Agreement”

“HK$”, “HKD” or

“HK dollars”
and “cents”

“Hong Kong”

“Jingyuan
Investment”

the Company and its subsidiaries

Haidilao International Holding Ltd., the shares of
which are listed on the Stock Exchange (stock
code: 6862)

the hot pot soup flavoring and Chinese-style
compound condiment products manufactured by
the Group using formulae owned by the Haidilao
Group for use in hot pot restaurants of the Haidilao
Group

Haidilao and its subsidiaries, the principal business
of which is to operate hot pot restaurant chain in
the PRC and overseas countries before the Super
Hi Spin-off. Upon completion of the proposed
Super Hi Spin-off, Super Hi and its subsidiaries
ceased to be part of the Haidilao Group

the master sales agreement dated 7 December
2020, entered into between the Company and
Haidilao, each for itself and on behalf of its
subsidiaries, in relation to the supply of Haidilao
Customized Products, Yihai Retail Products and
convenient ready-to-eat food products by the
Group to the Haidilao Group

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

the Hong Kong Special Administrative Region of
the PRC
Jianyang City Jingyuan Investment Co., Ltd.* (f§
B RREERAQE), a limited liability company
established in the PRC on 13 March 2009, which
is held as to 68% by Mr. Zhang Yong and Ms. Shu
Ping (the Controlling Shareholders), 32% by Mr.
Sean Shi (an executive Director) and his wife
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“Joint Venture”

“Latest
Practicable
Date”

“Leda Haisheng”

“Listing Date”

“Listing Rules’

“Macau”

“Model Code”

“Nomination
Committee”

“Non-competition
Undertaking”

Fuhai (Shanghai) Food Technology Co., Ltd.* (B8/&
(LB EmBEAERAT), a company established
in the PRC and a 60%-owned subsidiary of the
Company

14 April 2023, being the latest practicable date
prior to the printing of this annual report for the
purpose of ascertaining the information contained
herein

Shanghai Leda Haisheng Enterprise Management
Consulting Co., Ltd.* (L/B%E 84 b EEEES
AR T), a limited liability company established
in the PRC on 23 May, 2017, which is held as to
approximately 62.70% by Beijing Yihan Consulting
Management Co., Ltd.* (It RERZAEEGRA
Fl), a company controlled by Mr. Zhang Yong and
Ms. Shu Ping and approximately 29.70% by Mr.
Sean Shi and his wife

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

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

the Macau Special Administrative Region of the
PRC

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

the nomination committee of the Board
the non-competition undertaking entered into

between the Company and the Controlling
Shareholders on 25 June 2016
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Definitions

“Prospectus”
“Remuneration

Committee”

“Renminbi” or
“RMB”

“RSU”

“RSU Scheme”

“SFO”

“Share(s)”

“Shareholder(s)”

“Shuhai Purchase
Agreement”

the prospectus issued by the Company on 30 June
2016

the remuneration committee of the Board

Renminbi yuan, the lawful currency of the PRC

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

the RSU scheme approved and adopted by the
Company on 24 February 2016 for the grant of
RSUs to RSU participants, a summary of the
principal terms of which is set out in “Directors’
Report — The RSU Scheme” to this annual report

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

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

shareholder(s) of the Company

the purchase agreement dated 7 December
2020 entered into between the Company and
Shuhai Supply Chain in relation to the sale of food
ingredients by the Shuhai Supply Chain Group to
the Group
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“Shuhai Sales
Agreement”

“Shuhai Supply
Chain”

“Shuhai Supply
Chain Group”

“Shuhai
Warehouse
Storage Service
Agreement”

“Sichuan Haidilao”

the sales agreement dated 7 December 2020
entered into between the Company and Shuhai
Supply Chain in relation to the sale of hot pot soup
flavoring products, hot pot dipping sauce products
and other compound condiment products by the
Group to Shuhai Supply Chain Group

Shuhai (Beijing) Supply Chain Management Co.,
Ltd.* (BBt R)HEEEEERETAF), a limited
liability company established in the PRC on 3 June
2014 and is held as to approximately 42.72% by
Leda Haisheng, and 26.17% by Jianyang Jinghai
Investment Co., Ltd. (B mEEREBR A R), a
company wholly owned by Jingyuan Investment

Shuhai Supply Chain and its subsidiaries

the warehouse storage service agreement dated
7 December 2020 entered into between the
Company and Shuhai Supply Chain in relation to
the provision of warehousing facilities and related
services by Shuhai Supply Chain Group to the
Group

Sichuan Haidilao Catering Co., Ltd. (FJI’EK#
ZERHP AR F)), previously known as Sichuan
Jianyang Haidilao Catering Co., Ltd. (D)!| & &5
TEEBESREREMTLDT) a limited company
established in the PRC on April 16, 2001, which is
owned as to 50% by Jingyuan Investment, 25.50%
by Mr. Zhang Yong, 8% by Ms. Hailey Lee (Z;&#%),
8% by Ms. Shu Ping, 8% by Mr. Sean Shi (}#&K %),
0.20% by Ms. Yang Lijuan (#3F%8), 0.10% by Mr.
Yuan Huagiang (R%£58), 0.10% by Mr. Gou Yigqun
(58 E%), 0.06% by Mr. Chen Yong (RE) and
0.04% by Mr. Yang Bin (#3&), and its predecessor
(as the case maybe)

[FiHERS ]

[ Fig e

[EiEHEEEE

[EERRREH

=3
[

[IgES ]

t

t

H

t

f

=]
]

Definitions

B

FLAREEBMHEEL
FIRT LAY H H3%52020F
12A7ANEERS
RAEEFEEREE
HEEEENBENE
me KBEHERRE
R

BE (LR HEHEE
BEREEAT  — K
R2014F6 3B £ R
BRINERETA
7 HEEBEREN
42.72% K BT E
BREBRLF (BE
REZEBANLT)
BE26.17%

FEHEERENEL
Gl

AREREEHER
T LB B 81520206
1287 BB RREH
- NAEEEEMHE
HEEOAERRMER
ke e R AR B RS

mIsESERRA A
RATUREMNS (R
BRmE) (AL
BEETRESERE
REERF) —FR
2001F4B16 B ERE
RUMBREEAT -
DRBFRRE  RE
Sk FERLLF
MRt BREEE
BRELZLT  RERL
£ ABEEL RE
RERBELERR
50% * 25.50% - 8% *
8% 8% 0.20%
0.10% > 0.10% »
0.06%%0.04%

2022 Annual Report F [ 3 &



8

Definitions

B

“Sichuan Haidilao
Group”

“Small Hot Pot
Products”

“SP YH Ltd”

“Stock Exchange”

“subsidiary” or
“subsidiaries”

“Super Hi”

“Super Hi
Customized
Products”

“Super Hi Group’

“Super Hi
Master Sales
Agreement”

“Super Hi
Spin-off”

Sichuan Haidilao and its subsidiaries

the self-serving small hot pot products manufactured
and sold by the Joint Venture

a business company with limited liability incorporated
in the British Virgin Islands on 30 June 2020, one of
the Controlling Shareholders

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing
Rules

SUPER HI INTERNATIONAL HOLDING LTD. (458
EFrERBR D T]), the shares of which are listed
on the Stock Exchange (stock code: 9658)

the hot pot condiment products supplied by the
Group using formulae owned by the Super Hi
Group for use in the hot pot restaurants of the
Super Hi Group

Super Hi and its subsidiaries

the master sales agreement dated on 12 December
2022 entered into between Super Hi and the
Company each for itself and on behalf of its
subsidiaries in relation to the supply of Super Hi
Customized Products, Yihai Retail Products and
convenient ready-to-eat food products by the
Group to the Super Hi Group

the spin-off of Super Hi from Haidilao by
distribution in specie and the separate listing of
the shares of Super Hi on the Main Board of the
Stock Exchange by way of introduction, which was
completed on 30 December 2022
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we’, us, our

“Yihai Retail
Products”

“Yihai Shanghai”

“ZYSP YIHAI Ltd”

“US dollars”,
“USDH Or “US$H

“%u

the Company and where the context otherwise
requires, the Group

the retail hot pot soup flavoring, hot pot dipping
sauce and Chinese-style compound condiment
products manufactured by the Group using
formulas the Group owns for display and sale to
consumers in hot pot restaurants of the Haidilao
Group and the Super Hi Group, which are the
same products as those sold by the Group through
independent third party distributors

Yihai (Shanghai) Food Co., Ltd. (FE&(LE) &M
PR\ ), a foreign investment enterprise established
in the PRC on 1 December 2014 and an indirectly
wholly-owned subsidiary of the Company

a business company with limited liability
incorporated in the British Virgin Islands on 10
October 2013, one of the Controlling Shareholders

United States dollars, the lawful currency of the
United States

percentage
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Corporate Information

DNAEER

BOARD OF DIRECTORS
Executive Directors

Mr. Sean Shi (Chairman)

Mr. Guo Qiang (Chief Executive Officer)
Mr. Sun Shengfeng

Ms. Shu Ping

Mr. Zhao Xiaokai

Non-executive Director

Mr. Zhang Yong

Independent Non-executive Directors
Mr. Yau Ka Chi

Mr. Qian Mingxing
Ms. Ye Shujun

AUDIT COMMITTEE

Mr. Yau Ka Chi (Chairman)
Mr. Qian Mingxing
Ms. Ye Shujun

REMUNERATION COMMITTEE

Ms. Ye Shujun (Chairman)
Ms. Shu Ping
Mr. Qian Mingxing

NOMINATION COMMITTEE
Mr. Sean Shi (Chairman)

Mr. Qian Mingxing
Ms. Ye Shujun
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Corporate Information

DREFR

PRINCIPAL SHARE REGISTRAR AND TRANSFER AGENT IN FEHETERMNBPAECTEMBAK

THE CAYMAN ISLANDS *

Suntera (Cayman) Limited Suntera (Cayman) Limited
Suite 3204, Unit 2A Suite 3204, Unit 2A

Block 3, Building D Block 3, Building D

P.O. Box 1586 P.O. Box 1586
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Grand Cayman, KY1 - 1100 Grand Cayman, KY1 - 1100
Cayman Islands Cayman Islands
PRINCIPAL PLACE OF BUSINESS IN HONG KONG FEEITEE XS,

40th Floor, Dah Sing Financial Centre BRET

No. 248 Queen’s Road East ERKEFR2485%

Wan Chai, Hong Kong RErEmAP L4048

HONG KONG SHARE REGISTRAR EHEHRSERLRE
Computershare Hong Kong Investor Services Limited EBPREFESBHLERAFT
Shops 1712-1716 EEE(T

17th Floor, Hopewell Centre SR KBEFR1835

183 Queen’s Road East ERAPL1T7IE

Wanchai, Hong Kong 1712E 1716554
INVESTOR RELATIONS REEME

Email: tzzgx@yihchina.com E © tzzgx@yihchina.com
WEBSITE Auh

www. yihchina.com www. yihchina.com
STOCK CODE B 44X 5%

1579 1579
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

Five-Year Performance Review

HFRALE

HAGSEERE S EIER

(RMB’000) (AR®FT)
For the year ended 31 December
HBZ12B31ALEE
2022 2021 2020 2019 2018
20224 20214 2020 20194 20184
Revenue WA 6,147,011  5942,617 5360,021 4,282,488 2,681,373
Gross profit ES | 1,853,882 1,923,953 2,090,110 1,641,400 1,038,897
Profit before income tax BRETSHLBNRR 1,142,147 1,170,161 1,352,183 1,093,620 730,501
Profit for the year FREF 815,986 857,559 982,861 795,005 547,904
Profit attributable to: LU A TREMRER]
— Owners of the Company o YN Z=PN 741,987 766,201 885,222 718,634 517,793
CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL SR S IERIA &
POSITION e —
(RMB’OOO) (AEITJ:FTE)
As at 31 December
N12A31H
2022 2021 2020 2019 2018
20224 20214 20204 20195 20185
Non-current assets FREBEE 2,439,808 2,610,121 1,457,298 957,764 580,875
Current assets REEE 3,111,485 2,394,957 2,830,036 2,353,987 1,881,164
Total Asset BEARE 5,551,293 5,005,078 4,287,334 3,311,751 2,462,039
Capital and reserves attributable AARHEE AES
to owners of the Company BEARK 4,319,872 3,805,586 3,295,258 2,613,849 2,005,190
Total Equity BRE%E 4,537,021 4,108,736 3,513,587 2,728,147 2,039,721
Non-current liabilities FRBEE 154,439 163,040 68,103 26,742 =
Current liabilities REas 859,833 733,302 705,644 556,862 422,318
Total liabilities B85 1,014,272 896,342 773,747 583,604 422,318
Total equity and liabilities BRREEEH 5,551,293 5,005,078 4,287,334 3,311,751 2,462,039
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Chairman’s Statement

EERBRES

In 2022, the COVID-19 pandemic had a significant impact on the
global economy. However, with the optimization and implementation of
domestic epidemic prevention and control policies, the consumption
market gradually recovered and the economic environment became
stable. We continued to carry out organizational innovation, effective
methodological exploration and process optimization to solve various
uncertainties and challenges we faced in 2022.

Firstly, product R&D has always been one of our important
development strategies. In 2022, we further optimized our product R&D
organization: our seven innovation committee members led 21 product
teams to carry out domestic product R&D; meanwhile, in order to make
the combination of production and R&D more effective, the innovation
committee members also simultaneously managed the production
plants corresponding to relevant product R&D. Looking back on the
product R&D work in the past year, we still need to make improvements
in the following two aspects:

1. Weaknesses are identified in the methodology of the product
R&D: Our product quality does not fully satisfy consumers’
requirements partly due to our product R&D personnel lacking
sufficient capabilities in market research, formulations, production
processing, equipment and other related skills. Our Company also
needs to lead our product R&D teams to continuously summarize
experience, keep learning, and continuously optimize Yihai’s R&D
methodology. This approach will be a long-term mechanism for
our product R&D; and

2. Further improvement of the supply chain efficiency is required:
In the past year, our five domestic industrial centers began to
function well and our industrial chain was gradually extending,
but some problems were discovered at the same time. The most
prominent issue is how our factory managers can transform their
role from production managers into operational managers. In
addition, the data management capability of our supply centers
also needs to be enhanced. At present, we still have a lot of
room for improvement in terms of management and production
technology, compared with other advanced factories.

14 EBBERZERAERZAT Yihai International Holding Ltd.
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Secondly, the sales system construction is the key to our business
development. In 2022, our sales system continued to deepen the sales
partner mechanism by adhering to the principle of “aligned interests
and disciplined management” (“Z{XF|& - $HEEE"). At present,
four channel managers are led by a sales director in China to carry
out training and guidance for our partners. On the other hand, we also
continued to pay attention to the data-based assessment of the sales
system. Looking back on the sales work in the past year, we still have
shortcomings in the establishment of systems, processes and sales
methods, such as the processes of product launching and exits, the
methods of selecting or acquiring distributors, and the methods of
promoting new products. Our management mainly focuses on the three
areas, namely the system, the process and the method, among which,
the system establishment goes relatively well; the process involves
efficiency issue which needs continuous optimization; and the method
relies on the accumulation of experience and continuous learning.
Currently, our sales management team is a group of young talents
that have grown up within Yihai. Therefore, we need to exert more
efforts to make up for our lack of experience. In particular, we need to
continuously learn the advantages of outstanding players in the industry
and digest and utilize them considering Yihai’s unique features.

Finally, we have been accumulating strength for overseas expansion,
and we have done the following related work:

1. We have set up seven product teams in Asia (outside mainland
China) and one product team in the European and American
markets, under the direct leadership of our marketing director. We
hope that the products we develop can better cater the needs of
overseas consumers. At present, the operation mechanism of the
overseas product group is the same as that in China, and most
of the products refer to the existing products in China, and the
needs of overseas customers have not been truly explored and
satisfied.

2. Due to various problems such as language and system
proficiency of overseas distributors, the management system of
overseas distributors has not reached a high-efficiency standard.
At this stage, we are still improving our customer relationship
management (CRM) system, which is expected to be completed
in June 2023. By then, the system will provide help to our
management of the overseas distributors; and
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3. In terms of factory construction, the Thailand factory has
commenced trial production, while the improvement of the
corresponding supply chain system still takes time. The biggest
challenge is the construction of the local management team,
which requires us to constantly explore methods to integrate
management teams under different cultural backgrounds. We
have only taken the first step, and there is still a long way to go.

Looking back on 2022, Yihai’s operating results are not to our best
satisfaction. This was caused by our inadequate estimation of
difficulties and insufficient corresponding solutions to coping with the
difficulties. The past would require us to continue to draw lessons from
experience. Although the road ahead is full of challenges, we are still
looking forward to the future with our dreams and passions, continuous
exploration and assiduous learning!

16 EBEMEZERAERAT Yihai International Holding Ltd.
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Management Discussion and Analysis

2022 PERFORMANCE REVIEW

In 2022, despite the pandemic having caused relatively material impact
on economic operation, the catering and other contact-type services
industries that were heavily affected in the early-pandemic period
began to improve, along with the optimization and implementation of
the latest pandemic prevention and control policies and the orderly
recovery of consumption scenes in the fourth quarter. The overall
development of the consumption market showed a positive recovering
trend.

During the past year, the Group focused its main business on
enhancing the building and management of channel expansion,
optimizing the product research and development mechanism,
continuously implementing the multi-brand strategy, while at the
same time increasing its self-production capacity to optimize supply
capability.

With respect of channel building, the Group further strengthened the
refined and standardised channel management. On the basis of sub-
channel management, the Group matched corresponding management
models as well as staff and equipment according to the needs of
different channels, optimized the “partners” assessment system,
and established informatization-based management and intelligent
identification systems. At the same time, we adjusted the end prices of
some products, gradually increased the coverage of the mass market,
and continued to increase the number of sales point and the number of
products available for sale. While enhancing the sales performance of
the channels, the channel fees utilization efficiency has been improved
to enhance the overall operation level.
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In terms of product research and development, the Group continued
to optimize the “project-based products” system and break through
the research and development restrictions and deadlock in category
development. Meanwhile, during the research and development
process under the guidance of the long-term accumulated and
validated “theories of methodology”, the key nodes of research and
development were implemented, and the research and development
team was guided to conduct in-depth research on categories and
industries, focusing on the long-term planning of categories and
products, enhancing the standards required for launching products to
improve the success rate.

In 2022, the Group continued to implement the multi-brand strategy. In
the existing brand matrix, the Group continued the use of Magic Cook
(BRF/)\E¥) and Haidilao (/&) brands based on product attributes,
with emphasis on the combination of brand and product, and further
enhanced the brand awareness and realized the Group’s multi-
brand strategic planning through a variety of publicity and promotion
methods, such as display of materials and interactions with consumers.

With regards to replenishing supply capability, we continued to expand
our production capacity in 2022 according to the market and our own
development needs. With the successive commencement of production
lines for rice, vermicelli, dipping sauces and cooking packages, the
Group gradually increased the proportion of self-production and further
improved the control over the stability and safety of products. At the
same time, the Group continued to improve the intelligent production
capabilities in the factories and optimized the product quality and
technical process, with a view to further increasing the overall
management efficiency of the supply chain.

18 EBEMKZERAEMRAT Yihai International Holding Ltd.
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Management Discussion and Analysis

BUSINESS REVIEW

For the year ended 31 December 2022, the Group recorded a revenue
of RMB6,147.0 million, representing a year-on-year increase of 3.4%
and a net profit of RMB816.0 million, representing a year-on-year
decrease of 4.8%.

Sales Channels

The Group continued to be the supplier of hot pot condiment products
for the Haidilao Group, the Super Hi Group and their respective
subsidiaries, our related parties, while at the same time, we also
provided cooking condiment solutions to Chinese family cooking
customers, catering service providers and companies in the food
industry. As at 31 December 2022, the major products of the Group
included hot pot condiments, Chinese-style compound condiments and
convenient ready-to-eat food products, and major channels for third-
party sales included distributors, e-commerce and catering customers.
The Group’s business of sales to third-party distributors covered a
total of 31 provincial regions in China and Hong Kong-Macau-Taiwan
regions and 49 countries and regions overseas.

In 2022, the Group continued the construction and expansion of third-
party sales channels as the main sales strategy. While adhering to the
implementation of refined and standardised management of channels
and distributors, the Group optimized the assessment mechanism of
“partners” system and further clarified the standardized process of
channel management through the combination of process assessment
and performance evaluation. The overall operational efficiency was
expected to improve with the establishment of an informatization-based
management system to achieve accurate and efficient communication
through channels. At the same time, by adjusting the prices of some
products, the coverage of channels in the mass market was improved,
the strengths of existing single products were compacted and the
number of products for sale was increased, so as to improve the overall
satisfaction of the channels. For the year ended 31 December 2022, the
revenue from third-party sales was RMB4,657.4 million, representing a
year-on-year increase of 16.2%.

In respect of the development of e-commerce channels, the Group
continued to adopt the strategy of enhancing interactive experience of
consumers, using the flagship store as the major interactive base for
brands, enhancing communication among consumers, and providing
more heart-touching shopping experience for consumers. In 2022, the
Group formulated targeted marketing plans for different festivals and
promotional campaigns as usual. As at 31 December 2022, the Group
had 9 flagship stores on the e-commerce platforms including Tmall.
com, JD.com and Pinduoduo. The sales revenue of the Group from
e-commerce channels for the year ended 31 December 2022 was
RMB332.1 million, representing a year-on-year increase of 3.4%.
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In respect of sales to related parties, the restaurants of the Haidilao
Group had experienced suspension of business or dine-in services
in some of the stores under the impact of multiple outbreaks of the
pandemic and implementation of various preventive and control
measures against the pandemic. In 2022, the sales revenue from the
Group’s related parties was RMB1,489.7 million, representing a year-
on-year decrease of 23.0%.

Products

In 2022, the Group fully integrated internal resources. A product
research and development system was established synergizing the
innovation committee members responsible for overall planning with
the product team leaders responsible for in-depth research as well as
implementation. The Group coordinated the research and development
team in a top-down manner, integrated research and development
efforts, and explored new opportunities for product innovation.
Through the combination of theory and practice, we continued to
summarize and accumulate product development “methodology” to
seek breakthroughs in new categories and new products, in order
to develop more products that meet market demand and have long
cyclical attributes, constantly enrich the product matrix and optimize
products structure and enhance the market position of core products.
Meanwhile, the Group continued to implement its multi-brand strategy,
and gradually enhanced the brand awareness of “Magic Cook” through
the joint promotion of the “Haidilao” and “Magic Cook” brands.

In 2022, the Group conducted product promotions with marketing
activities in line with various seasonal themes and promotional nodes,
and combined online communication and promotional activities to
promote product sales persistently. In the first half of the year, we
mainly promoted crayfish seasoning, sauerkraut fish seasoning, braised
pork seasoning and self-serving rice series. In the second half of the
year, we upgraded the flavors and quality of instant rice and self-
serving rice, while combining with the use and needs of consumers
for constantly enriching the specifications and flavors of hot pot soup
flavouring.

In 2022, the Company had added a total of 11 hot pot condiment
products, 16 Chinese-style compound condiment products, and 18
convenient ready-to-eat products. At the same time, by reflecting
market feedback and shelf sales condition, the sales of some products
were suspended and the specifications of some products were
integrated. As at 31 December 2022, the Group sold a total of 50
hot pot condiment products, 41 Chinese-style compound condiment
products, and 41 convenient ready-to-eat products.
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The table below sets forth the data on the Group’s revenue, sales
volume and average selling price by product categories and distribution

Management Discussion and Analysis

EEETWED

TREIRAFRHBAEERERER
REHREZDIHNWA HERFHE

channels for the periods as indicated: BRIE :
For the year ended 31 December
BZ12B31HILEE
2022 2021
20224 2021
Average Average
selling selling
price price
Sales per Kg Sales per Kg
Revenue  volume YN Revenue volume SN
'ON HE FHERE /ON HE THYEE
(RMB’000)  (Tonnes) (RMB)  (RMB’000)  (Tonnes) (RMB)
(AR# ON-H:
Fx) () (AR¥7x) T) (i) (AR¥)
Hot pot condiments KSR A
Third parties B=H 2,263,898 77,625 29.2 1,831,898 63,240 29.0
Related parties iyl 1,400,798 70,423 19.9 1,774,938 88,342 20.1
Subtotal gt 3,664,606 148,048 248 3,606,836 151,582 23.8
Chinese-style compound PREEARELR
condiments @
Third parties B=h 558,449 21,878 25.5 482,683 19,514 24.7
Related parties BEE A 10,414 401 26.0 47,765 1,879 25.4
Subtotal Pt 568,863 22,279 25.5 530,448 21,393 24.8
Convenient ready-to-eat HEERO
food products ©
Third parties g= 1,791,639 45,752 39.2 1,590,986 40,801 39.0
Related parties BaE 78,430 1,938 40.5 112,074 2,619 42.8
Subtotal et 1,870,069 47,690 39.2 1,703,060 43,420 39.2
Others @ Hith 43,383 12,930 3.4 102,273 32,248 3.2
Total it 6,147,011 230,947 26.6 5,942,617 248,643 23.9
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Notes:

(1)  Mainly including the Group’s sales of products such as hot pot soup
flavorings and hot pot dipping sauce

(@)  Mainly including the Group’s sales of products such as Chinese-style
compound condiments and ready-to-eat sauce

(3) Mainly including the Group’s sales of products such as self-serving small
hot pots, self-serving rice, brewed vermicelli, and instant rice

(4)  Mainly including the Group’s sales of products such as raw materials for
trade and packaged goods

The table below sets forth the revenue of the Company in absolute
terms and the percentage of the revenue of the Company, by product
categories, for the periods as indicated:

)

TEASAEEHENNBENRAB

TEASAREEHENTRNESHERY
HMEREER

TEASAKEHEENE MDA
BNEKER ~ HEM R T HEREm

TERSAEEHENES BHEMBR
BENE

TREH AREBBADTIERERERE
DEWAWBHERGEARAQFRANE
oL

For the year ended 31 December
BZ12A31HLEE

2022 2021
20224 20214

% of % of

RMB’000 revenue RMB’000 revenue

19N (1PN

AR®TT Bk AR®TT a4

Revenue from hot pot condiments X $B3EALR AU A 3,664,696 59.6% 3,606,836 60.7%
Revenue from Chinese-style FRESFARBEA

compound condiments 568,863 9.3% 530,448 8.9%

Revenue from convenient FERBWA

ready-to-eat food products 1,870,069 30.4% 1,703,060 28.7%

Other revenue HAebg A 43,383 0.7% 102,273 1.7%

Total revenue AR 6,147,011 100% 5,942,617 100%
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FINANCIAL REVIEW

Revenue

Management Discussion and Analysis

The revenue of the Group increased by 3.4% from RMB5,942.6 million
for the year ended 31 December 2021 to RMB6,147.0 million for the

corresponding period in 2022.

Revenue by product

EEETWED

BA 75 B RE

WA
REFBWWRABHEZE2021E12831H L
EENARES 0426 BB TEN3.4%E
2022 FEIHIAKHE6,147.0E8E T ©

BEMEZHBA

For the year ended 31 December

BE12A31ALERE

2022 2021
20225 20214
% of % of
revenue revenue
from from
Revenue hot pot Revenue hot pot
(RMB’000) condiments (RMB’000)  condiments
fE X ER KR
L O 17 3 T 9N WA SRR
(AR#F ) Botk (AR%TT) B
Revenue from hot pot condiments PSR Y-S ON
products
Revenue from third parties REE=FWA 2,263,898 61.8% 1,831,898 50.8%
Revenue from related parties RERARE WA 1,400,798 38.2% 1,774,938 49.2%
Total revenue from hot pot condiments
products KSR A AR 3,664,696 100% 3,606,836 100%
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Revenue from hot pot condiments products increased by 1.6%
from RMB3,606.8 million for the year ended 31 December 2021 to
RMB3,664.7 million for 2022, accounting for 59.6% of the revenue
for the year ended 31 December 2022. Revenue from sales of hot
pot condiment products to related parties decreased by 21.1% as
compared to the previous year. The decrease was mainly due to
the suspension of business or dine-in services and the reduction in
customer flow of some restaurants of related parties in Mainland China
as a result of the spread of the COVID-19 pandemic. Revenue from
sales of hot pot condiments products to third parties increased by
23.6% as compared to the previous year. The increase was mainly due
to the growth in sales volume of certain hot pot soup flavoring products

following the adjustment of end-point selling prices.

ABARBERFABUARBZE2021
F12A31AELFEMNARKYS,606.85
BiEiN1.6%E2022F5FEMN AR
3,664.7HET ' B ZE2022F12 A 31
HIEEEWAMNS59.6% ° Hh - [GEIH
FHENIBRAKRNERWARLLRD
21.1% » A REETERHERIBEAE
FEBBHAITEAMEBELE TEBEEE
EERNTEERRERERLHE - [
E=RHHENNBRAKRBERWARL
BR23.6%  EBRERNFZEZIHM AN
ERERKHERAREZHEELH -

For the year ended 31 December

BE12A31BILEE
2022 2021
20224 20215
% of % of
revenue revenue
from from
Chinese-style Chinese-style
Revenue  compound Revenue compound
(RMB’000) condiments (RMB’000)  condiments
EHXEE EhiES
[ O 17 3 T PN WA FERREHIA
(AR¥F ) BAlt (ARBTRX) BAtk
Revenue from Chinese-style compound ~ # = #E &FR TN
condiments
Revenue from third parties REE=FWA 558,449 98.2% 482,683 91.0%
Revenue from related parties REBHH WA 10,414 1.8% 47,765 9.0%
Total revenue from Chinese-style iR AR BRI
compound condiments 568,863 100% 530,448 100%
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Revenue from Chinese-style compound condiments increased by PRESHARBFABRABEZ2021F
7.2% from RMB530.4 million for the year ended 31 December 2021 to 12831 BLEFEMARM53048E T
RMB568.9 million for 2022, accounting for 9.3% of the revenue for the BHIN7.2% E2022 F FE M A KEE568.9
year ended 31 December 2022. Revenue from sales of Chinese-style  BHE&Jt ' (hEZE2022F 12431 BILFE
compound condiments to related parties decreased by 78.2%, the  WAK9.3% - H - mEEHEEHN
decrease was mainly due to the of COVID-19 pandemic, which resulted ~ #E&FK RV AR 78.2% @ WD R
in a decrease in retail product sales of stores under the companies of FERHTRIFEELBEH S LARFAES
related parties, and revenue from sales of Chinese-style compound EEREERPVAY  MFE=ZFEEH
condiments to third parties increased by 15.7%. The increase was NESHAKBBAER15.7% » ERFE
mainly due to the upgrade of the condiment products and the launch of ~ EXFE2AKHERARKLI@R LS °
new products.

For the year ended 31 December

BZ12B31BILEE
2022 2021
20224 20214
% of % of
revenue revenue
from from
convenient convenient
ready-to- ready-to-
Revenue eat food Revenue eat food
(RMB’000) products (RMB’000) products
EHEER HLHERR
[ON EmBEA A Eml
(AR®F) Balk (AREFT) ABEDL
Revenue from convenient ready-to-eat ~ HEERERWA
food products
Revenue from third parties REE=FUWA 1,791,639 95.8% 1,590,986 93.4%
Revenue from related parties REBEESBA 78,430 4.2% 112,074 6.6%
Total revenue from convenient FEERERBEAN
ready-to-eat food products 1,870,069 100% 1,703,060 100%

2022 Annual Report £ E | & 25



Management Discussion and Analysis

EEEWED T

Revenue from convenient ready-to-eat food products increased by
9.8% from RMB1,703.1 million for the year ended 31 December 2021 to
RMB1,870.1 million for 2022, accounting for 30.4% of the revenue for
the year ended 31 December 2022. Revenue from sales of convenient
ready-to-eat food products to related parties decreased by 30.0%, and
revenue from sales of convenient ready-to-eat food products to third
parties increased by 12.6%. The increase was mainly attributable to the
increase in demand for convenient ready-to-eat food products during

the spread of COVID-19 pandemic.

Revenue by distribution network

FEERRERFABURABEZE2021%F12
H31HIEFEMNARY1,703.1 5 &Y
$09.8% £2022 F FE M A K¥1,870.1
BET  E8ZE2022F12A31BLEEE
WAKIS0.4% - Hh > BREEE S HER
ERBEMWARA30.0%; BE=FH
HERFERREMBAER12.6%  Z
FABREARAERRSHBRBERESE
BERER

BREHARE D HBA

For the year ended 31 December

BZ12B31BILEE
2022 2021
2022 20214
% of % of
Revenue total Revenue total
(RMB’000) revenue (RMB’000) revenue
LN L ON ON EECTON
(AR¥F ) BAlt (AR®TRX) BAth
Related party customers MEAER
Haidilao Group, Super Hi EREEE -
International Group and HBERER -
Shuhai Supply Chain Group FgHEEEE 1,489,651 24.2% 1,935,018 32.6%
Third party customers EZAER
Distributors FEioT) 4,300,513 70.0% 3,648,339 61.4%
E-commerce E 332,091 5.4% 321,291 5.4%
Others Hith
Third party catering enterprises E=FEBDE 24,756 0.4% 37,360 0.6%
One-off sales activities —IRHEHETRE - 0.0% 609 0.0%
Total revenue L DN 6,147,011 100% 5,942,617 100%
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In 2022, under the impact of multi-outbreaks of COVID-19 pandemic
together with the preventive and control policies against pandemic,
some restaurants of the Haidilao Group, a related party of the
Company, suspended business or suspended dining-in services
in certain stores for a short period of time. For the year ended 31
December 2022, the sales revenue from sales to related parties was
RMB1,489.7 million, representing a year-on-year decrease of 23.0%.

For the year ended 31 December 2022, the sales revenue from sales
to distributors was RMB4,300.5 million, representing a year-on-year
increase of 17.9%; and the sales revenue from e-commerce channels
was RMB332.1 million, representing a year-on-year increase of 3.4%.

Revenue by geographic region

The table below sets forth the revenue by geographic regions of the
Group for the periods as indicated:

EEETWED

2022 S RBEL R EBHIEREREY
E., A NFEBATEEEEEETER
BEETHEEHEELEERTEFEER
E1BR 0 HZE2022F 12831 HIEFE G
BT EHENHEERA R ARKYE1,480.7
BET  FEE223.0% °

HZE20225F12 831 HIL FEGKHEEH
ERNHEERABARYE4,3005HETT
ELLIER17.9% ; EHREWHEEKRA
BARM3IRABET  FHER34%

i 8 A

TRYRT AREE R TR B S it &
DHIA -

For the year ended 31 December

HBZ12A31ALEE
2022 2021
20224 20214

% of % of

(RMB’000) revenue (RMB’000) revenue

TN TEBRA

(ARBF) Bt (AE¥TR) Ot

Northern China © 46 2,707,534 44.1% 2,494,343 42.0%

Southern China © Ex3ealy 3,088,220 50.2% 3,145,006 52.9%

Other markets Hitth5 351,257 5.7% 303,268 5.1%

Total &4 6,147,011 100% 5,942,617 100%
Notes: MIsE :

(5) Including Heilongjiang, Jilin, Liaoning, Inner Mongolia, Beijing, Tianjin,
Hebei, Shandong, Shanxi, Henan, Ningxia, Shaanxi, Gansu, Qinghai,
Xinjiang and Tibet

(6) Including Jiangsu, Shanghai, Zhejiang, Anhui, Jiangxi, Fujian, Hubei,
Hunan, Guangdong, Chongqging, Guizhou, Guangxi, Sichuan, Yunnan and
Hainan

(6) PBEEEI S EE AL -4
I~ RE AL S WER - LE - ERE
EE - BE - HE 58 HERAER

(6) BIEI&H- . LEF I Z® I -

‘R B -HE ERXR-EE-E
M ERE - W) EEREE
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Cost of Sales

The Group’s cost of sales, including raw materials, employee benefit
expenses, depreciation and amortization and utilities, increased by
6.8% from RMB4,018.7 million for the year ended 31 December 2021
to RMB4,293.1 million for 2022. The increase in cost of sales was
mainly due to the increase in the price of certain raw materials.

Gross Profit and Gross Profit Margin

SHERA

TEBHNHEERKT (BEEME - EE
BRAMEX  MEREBHERAASHE)H
HE2021FE12A31HLEEEMARK
4,018.7HE T IN6.8% E2022 FEHY
ARYE4203 1 HE T SHERARN LT
FEZHRABD EMRMER LIRFTE ©

EFRENER

For the year ended 31 December

BZ12A1ALEE
2022 2021
20224 20215
Gross Gross
Gross profit Gross profit
profit margin profit margin
E7 EFE E7 EFE
RMB’000 % RMB’000 %
AREFT % AR®BTRT %
Hot pot condiments &R 1,273,682 34.8% 1,304,891 36.2%
Third parties %= 1,092,304 48.2% 929,346 50.7%
Related parties Ly 181,378 12.9% 375,545 21.2%
Chinese-style compound condiments 8 SRR 183,381 32.2% 182,572 34.4%
Third parties E= 181,519 32.5% 173,178 35.9%
Related parties )iyl 1,862 17.9% 9,394 19.7%
Convenient ready-to-eat food products FEER 396,019 21.2% 435,083 25.5%
Third parties B= 379,354 21.2% 403,056 25.3%
Related parties o)yl 16,665 21.2% 32,027 28.6%
Others Hits 800 1.8% 1,407 1.4%
Total st 1,853,882 30.2% 1,923,953 32.4%

28 MEBEMERARADT Yihai International Holding Ltd.



Management Discussion and Analysis

The Group’s gross profit decreased by 3.6% from RMB1,924.0 million
for the year ended 31 December 2021 to RMB1,853.9 million for 2022,
and the gross profit margin decreased from 32.4% for 2021 to 30.2%
for 2022. The decrease in gross profit margin was mainly due to a rise
in the prices of raw materials such as grease and beef pack, resulting
in an increase in costs of sales and thus the decrease in gross profit
margin.

Distribution Expenses

The Group’s distribution expenses decreased by 7.4% from RMB697.9
million for the year ended 31 December 2021 to RMB646.6 million
for 2022. The Group’s distribution expenses as a percentage of the
Group’s revenue decreased from 11.7% for 2021 to 10.5% for 2022.
The decrease in distribution expenses was mainly due to the decrease
in advertising and marketing expenses.

Administrative Expenses

The Group’s administrative expenses decreased by 7.6% from
RMB246.7 million for the year ended 31 December 2021 to RMB227.8
million for 2022. The Group’s administrative expenses as a percentage
of the Group’s revenue decreased from 4.2% for 2021 to 3.7% for
2022. The decrease in administrative expenses was mainly attributable
to the decrease in remuneration of the management.

Other Income and Gains - net

The Group’s net amount of other income and gains — net decreased by
17.6% from RMB167.7 million for the year ended 31 December 2021
to RMB138.2 million for 2022, which was mainly due to the decrease
in government grant received and gains on changes in fair values of
financial assets.

EEETWED

AEBWERNHEZ2021F12831H1E
FENARKE1,924.08 B TEK3.6% 2
2022 FEHARY1,853.9HE T ' ME
FZEHE2021 FERS2.4% [FEE2022F
E#30.2% c EFETRHNERETER
EmRdhiEiE - FRNESEERLEAE
BUHERAR LR BRIETHE -

B

AEEHKERXHEZ2021F12A
S1HLEFEENARKE697.9BE THIE
T4%ZE2022FEHW AR G646.6 5 &
7T o REBERKEMIEAEERANE
SEEE2021 FERM11.7% R E2022F
EH10.5% « KEMAIWMINEEZRE
EEEREHEEA TR

TTHRX

AEBNTHRAXIHEZE2021F128
STHIEFEMARYE246.7H B THEE
7T.6%E2022FEMARY227.88HE
o AREBETHEXEARERANE
S LEE2021 FEM4.2% TR E2022F
EH3.7% THHXREETERERREE
BAEFHMNTE -

H AW A K K25 88

AEENEMBUARKZFHEHEE
2021F 1231 B LEEARE167.78
BB E17.6%E2022FEMARKE
138.2HE T TERHRKREIBUSHEED
KAREREEANABESE KRG TF -
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Finance Income - net

The Group’s net amount of finance income increased by 5.6% from
RMB23.1 million for the year ended 31 December 2021 to RMB24.4
million for 2022, which was mainly due to the increase in interest
income on term deposits.

Profit before Income Tax

As a result of the foregoing, the Group’s profit before income tax
decreased by 2.4% from RMB1,170.2 million for the year ended 31
December 2021 to RMB1,142.1 million for 2022.

Income Tax Expenses

The Group’s income tax expenses increased by 4.3% from RMB312.6
million for the year ended 31 December 2021 to RMB326.2 million for
2022. The effective tax rate increased from 26.7% for the year ended
31 December 2021 to 28.6% for the year ended 31 December 2022,
which was mainly due to the increase in withholding tax on the profits
expected to be distributed by the Group’s subsidiaries in Mainland
China to the Group’s overseas subsidiaries.

Profit for the Year

As a result of the foregoing, profit of the Group decreased by 4.8%
from RMB857.6 million for the year ended 31 December 2021 to
RMB816.0 million for 2022. Basic earnings per share decreased from
RMB78.2 cents for the year ended 31 December 2021 to RMB75.7
cents for 2022, and net profit margin decreased from 14.4% for the
year ended 31 December 2021 to 13.3% for 2022, mainly due to the
increase in the price of raw materials, the decrease in gross profit
margin and the increase in income tax expenses.

Capital Liquidity and Financial Resources

For the year ended 31 December 2022, the Group’s operations were
mainly funded by the cash generated from its operation. The Group
intended to utilize internal resources to provide funds for its business
operations and expansion through organic growth and sustainable
development.
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Management Discussion and Analysis

Cash and Cash Equivalents

As at 31 December 2022, the Group’s cash and cash equivalents were
mainly composed of Renminbi, Hong Kong dollars and US dollars.
Cash and cash equivalents amounted to approximately RMB1,880.5
million (31 December 2021: RMB1,573.6 million).

Asset-Liability Ratio

As at 31 December 2022, the Group’s asset-liability ratio® was 18.3%
(31 December 2021: 17.9%). The Group did not have any bank
borrowings.

Note:

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

Inventories

Inventories mainly include raw materials, work in progress and
finished goods. As at 31 December 2022, the inventories amounted
to approximately RMB387.5 million (31 December 2021: RMB395.3
million), and the turnover days of inventories decreased from 35.9 days
for the year ended 31 December 2021 to 33.3 days for the year ended
31 December 2022. The decrease in turnover days of inventories was
mainly due to the Group’s enhanced efficiency in inventory control.

Trade Receivables

Trade receivables represent the amounts due from customers in
respect of sales of goods in the ordinary course of business. As at 31
December 2022, the trade receivables amounted to approximately
RMB155.6 million (31 December 2021: RMB236.5 million). The change
was mainly due to the decrease in revenue from related parties. The
turnover days of trade receivables decreased from 12.9 days for the
year ended 31 December 2021 to 11.6 days for the year ended 31
December 2022.

EEETWED

RERREEEY

HZE2022%512H310 ' XEENRER
HEeZEEYETERHARE - BMx
THER BeERBFESEEVHNBARE
1,880.5HE T (2021%F12A318 : AR
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EERBLR

BZE20225F12H310 ' XEEWNEES
BEEERNE18.3% (2021 FE12H31H :
17.9%) o REBE W B FARITHEFR o
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HEEME -

7
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e BE2022F12A31HFENAAR
3875 FE T (20215F 128318 : AR
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Trade Payables

Trade payables are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers. Due
to the cyclical effects of low and peak seasons for production and
sales and the seasonal procurement cycle, trade payables amounted
to approximately RMB396.3 million as at 31 December 2022 (31
December 2021: RMB294.3 million). The turnover days of trade
payables increased from 25.7 days for the year ended 31 December
2021 to 29.4 days for the year ended 31 December 2022.

Contingent Liabilities

As at 31 December 2022, the Company did not have any material
contingent liabilities.

Charge of Assets

As at 31 December 2022, the Company did not charge any fixed assets
as securities for borrowings.

Borrowings

As at 31 December 2022, the Company did not have any bank
borrowings.

Debt-to-Equity Ratio

As at 31 December 2022, the debt-to-equity ratio® of the Company
was 2.5% (2021: 3.4%).

Note:

(8) Debt-to-equity ratio is calculated by dividing total debt by total equity.
Total debt is defined as including interest-bearing liabilities which are not
incurred during the ordinary course of business
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Management Discussion and Analysis

Foreign Exchange Risk and Hedging

The Group mainly operates in the PRC with most of the transactions
denominated and settled in RMB. However, the Group has certain
cash in hand denominated in Hong Kong dollars and United States
dollars, and is therefore exposed to foreign exchange risk. The Group
has not hedged against its foreign exchange risk. However, the Group
will closely monitor the exposure and will take specific measures when
necessary to make sure the foreign exchange risk is manageable and
within control.

Employees and Remuneration Policy

As at 31 December 2022, the Group had a total of 2,720 employees
(including temporary workers), comprising 2,093 employees in
production, 502 employees in marketing and 125 employees in
administration and management functions.

As at 31 December 2022, the Group’s total staff costs amounted to
RMB545.4 million, including salaries, wages, allowances and benefits.
The Group continued to optimize the incentive-based system in line
with business development needs and implemented remuneration
policies with competitiveness.

Material Acquisitions and Disposals

As at 31 December 2022, the Group did not have any material
acquisition or disposal of subsidiaries, associates and joint ventures.

EEENWED T
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FUTURE PROSPECTS
Industry and Business Outlook

In 2023 when pandemic prevention and control enters a new stage,
normal and orderly production and living will be restored, expansion
in offline consumption scenes will be accelerated, the consumption
environment order will gradually improve, the residents’ consumption
ability and willingness will gradually increase, and the foundation for the
stable recovery of the consumption market will be further enhanced.
The consumer market is expected to recover with an upward trend.

Looking ahead, the Group will continue to focus on product research
and development, brand promotion, channel building and supply chain
formation.

In respect of product development, the Group will continue to adhere
to the optimized “project-based products” system. Through the
combination of “theories of methodology” and practice, the Group
will continuously enhance the research and development capabilities,
break the deadlock in product innovation, and continue to introduce
differentiated new products to improve product success rate and
comprehensive competitiveness. The Company will continue to
introduce new and replace obsolete product categories in hot pot soup
flavourings, Chinese-style compound condiments, convenient ready-
to-eat food products and casual snacks, and meet consumers’ multi-
level and diversified consumption needs through product optimization
and upgrading and structural innovation, and to further expand the
business boundaries by studying the needs of customers of business-
end catering services. At the same time, the Group will focus on
the overseas market, give full play to the ability of research and
development and market exploration, and enrich the product matrix in
the overseas market with the unique local flavor and foreign customs
as the orientation.

In respect of brand strategy, the Group will continue to implement the
multi-brand strategy, through the publicity and promotions of brands
such as “Haidilao”, “Magic Cook” and “Wow”, enhance consumers’
confidence in brands and break the existing brand boundaries
with enriched product categories and flavors to strengthen brand
awareness.
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In respect of channel building, the Group will continue to improve
channel operation efficiency by subdividing channels and standardizing
process management, extending further coverage over the mass
market, and continuously enhance the Group’s market share and
position in the industry. Through the flexible use of the informatization-
based management system and intelligent identification system, the
Company will further learn the status at the terminal points of sales and
the changes in products, with a view to further improving the intelligent
management level of the Group. At the same time, we will continue
to improve the management system and personnel incentive policy,
earnestly encourage internal sales personnel and external distributors,
and increase the coverage density and the efficiency of standalone
points of sale.

In respect of supply chain formation, the Group will continue to
establish and improve domestic and foreign factories to supplement
the global supply of products. Meanwhile, we will continue investing in
lean production and equipment research and development, optimizing
the division of supply technology categories, improving the level of
automation in production lines, enhancing efficiency and optimizing
the costs on supply-side. In addition, the Group has preliminarily
completed the construction of the Southeast Asian supply center, and
will gradually optimize and integrate procurement resources, reduce
transportation and logistics costs, improve the efficiency of overseas
supply chains, and gradually expand to other overseas regional
markets by radial coverage over the Southeast Asian market.
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Material Investments and Prospects

In order to further supplement and optimize production capacity, the
Group is expected to mainly take the following measures in 2023:

Firstly, the Bazhou Phase Il project in Hebei Province commenced
construction in June 2022, and is expected to commence operation in
the third quarter of 2023, with a planned annual production capacity
of 82,000 tonnes of convenient ready-to-eat food products, mainly for
sales in northern and northeastern regions of China, which is helpful
for the Group to better control logistics costs to relieve production
capacity pressure during peak seasons.

Secondly, the main plant of the Ma’anshan Phase Il new factory project
in Auhui Province has been completed and commenced operation in
February 2023, with a planned annual production capacity of 15,000
tonnes, and is equipped with condiment production equipment
and quality testing instruments at domestic and foreign advanced
technological standards, mainly for enriching the production lines for
the products of prepared food packs and meat buns.

Thirdly, the Luohe production base in Henan Province officially
commenced construction in March 2020, with a current total annual
designed production capacity of 300,000 tonnes. The annual
production capacity of the first phase is planned to be 150,000 tonnes,
of which workshop No. 2 was mainly planned for production lines of
dipping sauced and spices. In order to cater for the needs of the self-
owned factory in central China region and the intended development
of regional business-end customers, the aggregate planned production
capacity will be 60,000 tonnes. Among that, the production lines for
dipping sauce and spices commenced operation in September 2022,
and the first quarter of 2023, respectively. The Luohe production base
may increase its production capacity successively according to actual
demand at a later stage.

36 EBEMERARALDT Yihai International Holding Ltd.

BEAREWNBERERNS

BE—SHAEER  KEEER
2023 F X EHEUA T HEHE -

H— bt EHM-HIEB E1R2022F
6 ARRER » FEFTHR2023F=FE R
E REFESCBLIEEREMS.2E
W FEBEEELRRLELBELSFERER
ERNEE  BEBRAEEEFHhILE
VIR » (RIS EREE N -

H- ZBPEBFRL_HFEHRECL
TI  BEMR2023F2AKRE » REIF
EA158BW  REEBEANEET
ERMAFNARBEERBEREER
AEsSE  TEALEREEBRAGHE
BEER -

H= imERNEEEMMN2020F3
BIEXFHRESR  BAIERTHAERS
30EWE - —HIFERRENSEN - Hrh
FEMFERBABMETEINES
AREEFEBNEE IR - U KRN
BWEIMBREF » HEEKSTTAG
B - HPBEBESZSCN2022F98#%
B BERESN2023FE—ZERE -
BER TR A RIE SR T REEE M

ERE °



Management Discussion and Analysis

Fourthly, the production base of Jianyang in Sichuan Province mainly
focuses on hot pot soup flavourings and compound condiment
products, with a planned annual production capacity of 25,000 tonnes,
which is expected to be put into operation by the end of 2023. It will
mainly focus to satisfy the demand of soup flavourings and compound
condiments in Southwest China, and will develop regional business-
end customers.

Fifthly, the Thai factory is located in Rojana Industrial Park of Ayutthaya
in Thailand, mainly for the production of hot pot soup flavourings
and compound condiment products. Phase | has a planned annual
production capacity of 16,000 tonnes, which commenced construction
at the end of February in 2021 and is expected to commence operation
in April 2023; Phase Il has a planned production capacity of 20,000
tonnes and is expected to commence operation in 2025. The Thai
factory is currently mainly targeted at the Southeast Asian market, and
it will gradually supply to other regional markets overseas in the future.

Future Plans for Material Investments

The Group will continue to look for potential strategic investment
opportunities extensively, and will keep on seeking potential high-
quality targets that can bring synergies to the Group in the aspects
of among other things, product research and development, product
portfolio, channel expansion and cost control.
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BOARD OF DIRECTORS

EXECUTIVE DIRECTORS

Mr. Sean Shi (5% %), formerly known as Shi Yonghong, aged 53, an
executive Director and the Chairman of the Company. He has been a
Director of the Company since December 2015, primarily responsible
for participating in making major decisions for the Company. He was
appointed as a non-executive Director of the Company on 7 March
2016 and the Chairman of the Company on 14 November 2017. He was
re-designated as the executive Director and Chief Executive Officer of
the Company on 9 December 2018 and as the executive Director and
Chairman of the Company on 25 March 2020. He is responsible for
formulation and management of strategic decisions of the Company.
Mr. Shi is one of the founders of the Haidilao Group and has over 20
years of food industry and management experience within the Haidilao
Group. Mr. Shi has held various positions at Sichuan Haidilao since
April 1994. Mr. Shi was the vice general manager at Sichuan Haidilao
between April 1994 and March 2001, before assuming the role of
supervisor at Sichuan Haidilao between April 2001 and June 2009.
Mr. Shi served as a director at Sichuan Haidilao between July 2009
and October 2021. He was a director of Haidilao since July 2015 and
was re-designated as an executive director of Haidilao in May 2018.
In August 2021, Mr. Shi resigned as an executive director of Haidilao.
Mr. Shi completed his study in mechanics at Sichuan Kongfen Group
Technical School (F9)I| 225 # T24R) in June 1988.

Mr. Shi is also holding directorships at the following members of the
Group:

Yihai (Singapore) Food Pte. Ltd.
Yihai (US) Food Inc.

Yihai (Canada) Food Inc.

Fuhai (Singapore) Food Pte. Ltd.
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Profiles of Directors and Senior Management

Mr. Guo Qiang (3B3#), aged 54, an executive Director and the Chief
Executive Officer of the Company. He was appointed as an executive
Director of the Company on 26 March 2019 and the Chief Executive
Officer of the Company on 25 March 2020. He is primarily responsible
for implementation of Board’s strategy and management of daily
operation of the Group. Mr. Guo joined the Company since January
2016 and served as the head of sales management division of the
Company and the Company’s head of sales division in the southern
region in August 2017. In December 2018, he was appointed as
the head of marketing and sales of the Company, responsible for
the branding, sales and marketing businesses so as to optimize the
marketing system of the Company. Before joining the Company, Mr.
Guo served as a mechanical engineer of a tractor factory in Shenyang
from September 1992 to April 1997; a national sales director of Lotte
(China) Investment Co., Ltd. from May 1997 to August 2010; a sales
director of Henan Kedi Frozen Food Co., Ltd.* (AIERHEFR R R R AR
A #]) from August 2010 to July 2013; and a sales director of national
hypermarket division of Haixin Foods Co., Ltd. from April 2014 to
December 2015. Mr. Guo graduated from Shenyang Agricultural
University in 1992 with a bachelor’s degree in mechanical design.

Mr. Guo is also holding directorships at the following members of the
Group:

Yihai (UK) Food Ltd.

Yihai Natural Food Manufacture Sdn. Bhd

Yihai Beijing Trading Co., Ltd. (B8 (1t =) B EBREE A 7))
Yihai Shanghai
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EEREREEEEN

Mr. Sun Shengfeng (#&F51&), aged 43, was appointed as an executive
Director and the chief financial officer on 7 March 2016. He is primarily
responsible for overseeing matters relating to the financial, investment
and risk management of the Company, including budgeting, disclosure
and reporting. Mr. Sun has also served as the chief financial officer
of Yihai Shanghai since August 2015. Mr. Sun served as the head of
finance in Xi’an Yingiao Biotechnology Co., Ltd. (FAZR{EE YRR AR
‘A \]) from September 2003 to August 2007. He joined Sichuan Haidilao
in September 2007 and has held various positions successively: he
worked as assistant to the chief financial officer from September 2007
to November 2011, the chief accountant from November 2011 to
December 2012, deputy head of the finance management department
from December 2012 to August 2013, and deputy head of the asset
management department from August 2013 to August 2015. Mr. Sun
passed the self-taught higher education examination for undergraduate
study in business administration with Xi’an University of Technology
(FaZ ¥ T KEZ) and obtained a graduation certificate in June 2009. He
completed his graduate study in business administration at Tsinghua
University in September 2010, and obtained a master’s degree in
business administration at China Europe International Business School
in November 2019. He was accredited as an accountant by the Ministry
of Finance of the People’s Republic of China (1 Z A B £ FE & BEF) in
May 2005.

Mr. Sun is also holding directorships at the following members of the
Group:

Yihai Ltd.
Yihai (China) Food Co., Ltd. (F&}& (FEl) BmAERAF)
Yihai Food (Thailand) Co., Ltd. (B8 & &M (&) BR A7)

Ms. Shu Ping (#%3%), aged 52, was appointed as an executive Director
of the Company on 21 March 2018. She has been the director of
Sichuan Haidilao since November 2014. She was a director of Haidilao
from July 2015 and was re-designated as a non-executive director
of Haidilao in May 2018. In August 2021, Ms Shu resigned as a non-
executive director of Haidilao. Ms. Shu has completed the EMBA (China)
programme and the FMBA programme run by Cheung Kong Graduate
School of Business in November 2015 and completed the EMBA
programme run jointly by Shanghai Jiao Tong University and Nanyang
Technological University in Singapore in July 2016. Ms. Shu is the
spouse of Mr. Zhang Yong, a non-executive director of the Company.
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Profiles of Directors and Senior Management

Mr. Zhao Xiaokai (& FE5l), aged 47, was appointed as an executive
Director of the Company on 25 August 2020. He is currently the
director of the supply system of the Company. He is responsible for the
management of the supply system of the Company. He is committed
to optimizing and managing the production of factories, inventory
logistics and technological research. He has extensive experience in
risk management and control, cost optimization, quality control and
supply chain management. Mr. Zhao joined the Company on 31 March
2017, and served as the special assistant of the general manager, and
the director of the supply management department since 1 December
2017. Prior to this, Mr. Zhao served as the general manager in
production of Douglas (Qingdao) Wines Co., Ltd (& &EB& L HT ¥ E SR
‘A T]) from May 2016 to March 2017, worked at Heinz (Qingdao) Food
Co., Ltd. (FK (FB) BERAER2QF) from April 2004 to April 2016 (and
had been the operational director). He served as the quality auditor of
Unilever Bestfood* (Bf& FIZ B 11%8) from October 2000 to April 2004
and the production officer of Weifang Yue Hwa Food Co., Ltd.* (4554
FERMAERAT]) from July 1998 to October 2000. Mr. Zhao graduated
from Jimei University and obtained a bachelor’s degree in engineering
in 1998.

Mr. Zhao is also holding directorships at the following members of the
Group:

Yihai Natural Food Manufacture Sdn. Bhd
Yihai (Australia) Food Proprietary Limited
Fuhai (Shanghai) Food Technology Co., Ltd.
@B (b8 RmBRERAA)
Yihai Zhaoging Food Co., Ltd. (B/S2EBRRER Q7))
Fuhai Zhaoging Food Co., Ltd. (BE/8ZE R R AR A 7))
Sichuan Yihai Magic Cook Food Co., Ltd. (TU)||EESHEFRERER D T)
Yihai (Anhui) Food Technology Co., Ltd.
B (Z%) RERHEAER LA T)
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NON-EXECUTIVE DIRECTOR

Mr. Zhang Yong (& B), aged 52, was appointed as a non-executive
Director on 7 March 2016. Mr. Zhang is one of the founders of the
Haidilao Group and has over 20 years of food industry and management
experience within the Haidilao Group. He has been a Director since
December 2015 and is primarily responsible for participating in making
major decisions for the Company. Mr. Zhang served as the general
manager of Sichuan Haidilao from April 1994 to March 2001. Between
April 2001 and June 2009, Mr. Zhang served as both the executive
director and the general manager of Sichuan Haidilao. Since July 2009,
Mr. Zhang has served as the director and chairman of Sichuan Haidilao.
Mr. Zhang also serves as a director and member of senior management
of associates of the Company’s Controlling Shareholders. He is
currently an executive director of Haidilao. Mr. Zhang completed the
executive master of business administration program and completed
the finance master of business administration program from Cheung
Kong Graduate School of Business (IR 2 F%) in October 2011 and
August 2012, respectively. Mr. Zhang is the spouse of Ms. Shu Ping, an
executive director of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yau Ka Chi (ERZE5), aged 65, was appointed as an independent
non-executive director of the Company on 20 June 2016. Mr. Yau
has over 30 years of professional accounting services experience
including 20 years in serving PRC-based enterprises. He had worked
for Ernst & Young in its Hong Kong, Toronto and Beijing offices, with
a primary focus in providing professional services in accounting and
audit, initial public offering, and corporate restructuring, before retiring
in September 2015. When he was with Ernst & Young, Mr. Yau was
appointed, among others, as the professional practice director of
Greater China and the assurance leader for China North Region. Mr.
Yau was an independent non-executive director of China Mengniu
Dairy Company Limited (FEISFZLZEER 2 F)) (Stock code: 2319)
between October 2016 and December 2021, China Power International
Development Limited (FEIE D EIFR 2 E AR A 8]) (Stock code: 2380)
since December 2016, BetterLife Holding Limited (B 8F1ZR AR A 7))
(Stock code: 6909) since December 2020 and HBM Holdings Limited
(FEABEZEIE AR B IR A F]) (Stock code: 2142) since June 2021, these
four companies are all listed on the main board of the Stock Exchange.
Mr. Yau holds a professional diploma in company secretaryship and
administration from the Hong Kong Polytechnic (now known as The
Hong Kong Polytechnic University) and is a member of the American
Institute of Certified Public Accountants, the lllinois Certified Public
Accountants Society and the Hong Kong Institute of Certified Public
Accountants.
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Profiles of Directors and Senior Management

Ms. Ye Shujun (€5 %), aged 61, was appointed as an independent
non-executive Director on 20 June 2016. She is primarily responsible
for participating in making major decisions for the Company and
advising on issues relating to corporate governance, remuneration of
Directors and senior management, nomination of Directors and audit.
Ms. Ye served as an independent director of Beijing New Universal
Science and Technology Co., Ltd. (It RE @ TR RHBER L F)
(stock code: 300472) from June 2011 to October 2021 and served as
an independent director of Anhui Guozhen Environment Protection
Technology Joint Stock Co., Limited (Z#EERFHER KRB AR
‘A H]) (stock code: 300388) from August 2016 to December 2020, both
being companies listed on the Shenzhen Stock Exchange (#IIIFE %
S ). Ms. Ye has been serving as independent director of Anhui Telit
Science and Technology Co., Ltd. (stock code: 831918), a company
listed on National Equities Exchange and Quotation System, since
July 2017, and served as independent director of Wuhu Fuchun Dye
And Weave Co., Ltd. (stock code: 605189), a company listed on the
Shanghai Stock Exchange, from November 2017 to July 2022. Ms. Ye
also served as lecturer, associate professor and professor successively
at the economic management college of Beijing Jiaotong University
(AL ERIBEAE) since December 1994. Ms. Ye completed a program in
international accounting and international tax at Xiamen University in
January 1990. Ms. Ye then obtained a master’s degree in economics
from Tsinghua University in July 1994. She obtained a doctoral degree
in management from Beijing Jiaotong University in July 2007.

Mr. Qian Mingxing (#8£), aged 60, was appointed as an
independent non-executive Director on 20 June 2016. He is primarily
responsible for participating in making major decisions for the Company
and advising on issues relating to corporate governance, nomination of
Directors and remuneration of Directors and senior management. Mr.
Qian has been a professor at Peking University Law School (1t IR AZ
SEE0R) since August 1999. He worked as a teaching assistant and a
lecturer of the law department at Peking University from August 1986
to August 1988 and August 1988 to August 1993, respectively. From
August 1993 to August 1999, Mr. Qian was an associate professor at
Peking University Law School. Mr. Qian obtained a bachelor’s degree
in law and a master’s degree in law from Peking University in July 1983
and July 1986, respectively. In June 2001, Mr. Qian obtained a doctoral
degree of laws from Peking University.
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SENIOR MANAGEMENT

Mr. Sean Shi (i 7k %), an executive Director of the Company. See
“—Board of Directors—Executive Directors” in this section for his
biographical details.

Mr. Guo Qiang (83), an executive Director and the Chief Executive
Officer of the Company. See “—Board of Directors —Executive
Directors” in this section for his biographical details.

Mr. Sun Shengfeng (1), an executive Director and the chief
financial officer of the Company. See “—Board of Directors —Executive
Directors” in this section for his biographical details.

Mr. Zhao Xiaokai (#E8]l), an executive Director. See “—Board of
Directors — Executive Directors” in this section for his biographical
details.
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The Board of the Company presents this corporate governance report
in the Group’s annual report for the year ended 31 December 2022.

COMPANY’S CULTURE

The Board believes that corporate culture underpins the long-term
business, economic success and sustainable growth of the Group. A
strong culture enables the Company to deliver long-term sustainable
performance and fulfill its role as a responsible corporate citizen.
The Company is committed to developing a positive and progressive
culture that is built on its purpose, values and strategy.

During 2022, the Company continued to strengthen its cultural
framework by focusing on the following:

° Mission: Easy & Tasty
° Values: To change your destiny with your own hands

The Board sets and promotes corporate culture, expects and requires
all employees to reinforce and instills and continually reinforces across
the concept of acting lawfully, ethically and responsibly. All of new
employees are required to attend orientation and training programs
so that they may better understand the corporate culture, structure
and policies of the Group, learn relevant laws and regulations, and
raise their food quality and safety awareness. In addition, from time
to time, the Company will invite external experts to provide training to
our management personnel to improve their relevant knowledge and
management skills.

The Group encourages employees to actively take responsibility
and to be innovative. The value of “to change your destiny with your
own hands” has penetrated into the hearts of every employee of
the Company. We encourage employees to innovate continuously
by establishing clear and fair internal promotion channels, attractive
remuneration plans, and distinctive incentive mechanisms, thereby
creating greater value for the Company and individuals.

The Board considers that the corporate culture and the mission, vision,
values and strategy of the Group are aligned.
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TEERRE

CORPORATE GOVERNANCE PRACTICES OF THE COMPANY

The Group is committed to achieving high standards of corporate
governance to safeguard the interests of the Shareholders and to
enhance corporate value, accountability and transparency.

The Company has applied the principles as set out in part 2 of the
Corporate Governance Code as contained in Appendix 14 to the Listing
Rules.

Part 2 of the Corporate Governance Code sets out the principles of
good corporate governance and two levels of corporate governance
practices, as follows:

(@) code provisions, which listed issuers are expected to comply with
or to give considered reasons for deviation; and

(o) recommended best practices for guidance only, which listed
issuers are encouraged to comply with.

The Company’s corporate governance practices are based on the
principles and the code provisions as set out in part 2 of the Corporate
Governance Code.

The Company regularly reviews its compliance with part 2 of the
Corporate Governance Code and the Company was in compliance with
the code provisions of the Corporate Governance Code during the year
ended 31 December 2022.

Please refer to the Corporate Governance Report of this annual report
for details.
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A.

THE BOARD

1.

Responsibilities

The Board is responsible for the leadership and control of
the Company and is responsible for promoting the success
of the Company by directing and supervising its affairs. The
Board also reviews the policies and practices on compliance
with legal and regulatory requirements. The Board has
established Board committees and has delegated to these
Board committees’ various responsibilities as set out in their
respective terms of reference which are published on the
websites of the Stock Exchange and the Company.

All of the Directors have carried out their duties in good faith
and in compliance with the standards of applicable laws and
regulations, and have acted objectively in the best interests
of the Company and its Shareholders.

Delegation of Management Function

The Board is responsible for making all major decisions
of the Company including: the approval and monitoring
of all major policies of the Group and overall strategies,
risk management and internal control systems, notifiable
transactions, connected transactions and continuous
connected transactions, nomination of the Directors and
joint company secretaries, and other significant financial and
operational matters.

All of the Directors have full and timely access to all
relevant information as well as the advice and services
of the joint company secretaries of the Company, with a
view to ensuring that Board procedures and all applicable
rules and regulations are followed. Each Director is entitled
to seek independent professional advice in appropriate
circumstances at the Company’s expense to enable himself/
herself to perform his/her responsibilities for the Company.

The day-to-day management, administration and operation
of the Company are delegated to the senior management.
The delegated functions are periodically reviewed. Approval
has to be obtained from the Board before any significant
transaction is entered into.
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Board Composition

The Board comprised the following Directors throughout
2022:

Executive Directors Mr. Sean Shi (Chairman)
Mr. Guo Qiang

Mr. Sun Shengfeng

Ms. Shu Ping

Mr. Zhao Xiaokai

Non-executive Director Mr. Zhang Yong

Independent non-executive  Mr. Yau Ka Chi
Directors Mr. Qian Mingxing
Ms. Ye Shujun

The list of the Directors (by category) is also disclosed in all
corporate communications issued by the Company from
time to time pursuant to the Listing Rules. The independent
non-executive Directors are expressly identified in all
corporate communications pursuant to the Listing Rules.

Save as disclosed in this annual report, to the best
knowledge of the Company, there are no financial, business,
family, or other material/relevant relationships among
members of the Board.

During the year ended 31 December 2022, the Board at
all times met the requirements of the Listing Rules relating
to the appointment of at least three independent non-
executive Directors representing at least one-third of the
Board and at least one independent non-executive Director
with appropriate professional qualifications, or accounting or
related financial management expertise.

The Company has received written annual confirmation
from each independent non-executive Director of his or her
independence pursuant to the requirements of the Listing
Rules. The Company considers all the independent non-
executive Directors to be independent in accordance with
the independence requirements set out in the Listing Rules.
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Appointment, Re-election and Removal of Directors

The procedures and process of appointment, re-election
and removal of the Directors are laid down in the Articles
of Association. The primary duties of the Nomination
Committee include, but are not limited to, reviewing the
structure, size and composition of the Board, assessing the
independence of the independent non-executive Directors
and making recommendations to the Board on matters
relating to the appointment of the Directors.

Each of the executive Directors and non-executive Directors
has entered into a service contract with the Company
pursuant to which each of them has agreed to act as an
executive Director or a non-executive Director (as the
case may be), subject to re-election as and when required
under the Articles of Association, until it is terminated in
accordance with the terms and conditions of the service
contract or by either party giving to the other not less than
one month’s prior notice in writing. Each of the independent
non-executive Directors has signed a letter of appointment
with the Company and has been appointed for a term of
three years. The appointment may be terminated by either
party giving to the other not less than one month’s prior
notice in writing.

In accordance with the Articles of Association, all of the
Directors are subject to retirement by rotation at least once
every three years and the Board has power from time to
time and at any time to appoint any new Director to fill a
causal vacancy or as an addition to the Board. Any Director
so appointed shall hold office until the next following annual
general meeting of the Company and shall then be eligible
for re-election at that meeting.
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Induction and Continuing Development for Directors

Each newly appointed Director receives formal, comprehensive
and tailored induction on the first occasion of his/her
appointment, so as to ensure that he or she understands the
business and operations of the Company and that he or she
is fully aware of his or her responsibilities and obligations
under the Listing Rules and other relevant regulatory
requirements.

The Directors are continually provided with information
relating to the developments in the legal and regulatory
regime and the business and market environments to facilitate
the execution of their responsibilities. Continuing briefings and
professional development for the Directors were arranged by
the Company and its professional advisers.

During the year ended 31 December 2022, each Director
has received the training sessions organized by the Stock
Exchange, external professional advisers and the Company
regarding, among others, continuing obligations of the
listed issuers, updated rules and regulations of the Stock
Exchange and anti-corruption policies.

According to records provided by the Directors, a summary
of training received by the Directors for the year ended 31
December 2022 is as follows:

ESNHRESSIRSERE
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BB (Hha#E) EmETA
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Training Note

Name of Director EEnA 1|
Mr. Sean Shi kR EE \/
Mr. Guo Qiang R v
Mr. Sun Shengfeng B rE \
Ms. Shu Ping ¥t N
Mr. Zhao Xiaokai izl ke V
Mr. Zhang Yong RELE \
Mr. Yau Ka Chi R e \
Mr. Qian Mingxing SREPAE%EE \
Ms. Ye Shujun EHELL V

Note: Apart from the above training sessions, each Director has
read and learnt relevant information in the publications issued
by the Stock Exchange regarding regulatory updates and
enforcement of the Stock Exchange and the inspection report
issued by the Accounting and Financial Reporting Council in
2022.
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6.

Attendance Record of Board Meetings

a.

Number of Meetings and Directors’ Attendance

Code provision C.5.1 of part 2 of the Corporate
Governance Code prescribes that at least four
regular Board meetings should be held in each
year at approximately quarterly intervals with active
participation of majority of directors, either in person or
through electronic means of communication.

The Board met five times during the year ended 31
December 2022 for reviewing and approving the
audited annual results for the year ended 31 December
2021, unaudited interim results for the six months
ended 30 June 2022, proposal for distribution of a final
dividend, amendments to the terms of reference of the
Remuneration Committee, reviewing and approving
entering into a continuing connected transaction, and
determination of environmental targets and relevant
matters.

The chairman of the Company held a meeting with the
independent non-executive Directors during the year
ended 31 December 2022 without the presence of
other Directors.

The Company held an annual general meeting on 20
May 2022 during the year ended 31 December 2022.
All proposed Shareholders’ resolutions put to the
above annual general meeting were resolved by poll
vote and were duly passed. The vote tally of each such
resolution was set out in the Company’s announcement
released on the day of the annual general meeting.
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The attendance records of each Director at the Board
meetings and general meetings of the Company during

REZ2022F12H31H
LtFEER SESHE

the year ended 31 December 2022 are set out below: EEEERNEALAN
IREAXEHEEET
T
Attendance/ Attendance/
Number of Number of
Board Meetings General Meeting(s)
HERE, HERE,
Name of Director EEpa EEgERARY BEREAXERE
Mr. Sean Shi k&R - 5/5 1/1
Mr. Guo Qiang SPsR A4 5/5 1/1
Mr. Sun Shengfeng BB 4 5/5 1/1
Ms. Shu Ping gt 5/5 11
Mr. Zhao Xiaokai il =1 b 5/5 11
Mr. Zhang Yong REXE 5/5 11
Mr. Yau Ka Chi eI e 5/5 11
Mr. Qian Mingxing AR %AE 5/5 1/1
Ms. Ye Shujun EFELL 5/5 1/1
b.  Practices and Conduct of Meetings EEEHRIES

Annual meeting schedules and draft agenda of each
meeting are made available to the Directors in advance,
to ensure that each Director has the opportunity to
raise matters to be discussed and included in the
agenda of the Board meetings.

Notices of regular Board meetings are served to all
of the Directors at least 14 days before the meetings.
For other Board and committee meetings, reasonable
notices were generally given.
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Board papers together with all appropriate, complete
and reliable information were sent to all of the
Directors at least 3 days before each Board meeting
or committee meeting to keep the Directors apprised
of the latest developments and financial position of
the Company and to enable them to make informed
decisions.

Each Director also had separate and independent
access to the senior management of the Company
whenever necessary.

The senior management of the Company attend all
regular Board meetings and where necessary, other
Board and committee meetings, to advise on business
developments, financial and accounting matters,
statutory and regulatory compliance, corporate
governance and other major aspects of the Company.

The joint company secretaries are responsible for
taking and keeping minutes of all Board meetings
and committee meetings. Draft minutes are normally
circulated to the Directors for comment within a
reasonable time after each meeting and the final
version is open for the Directors’ inspection.

The Articles of Association contain provisions requiring
the Directors to abstain from voting and not to be
counted in the quorum at meetings for approving
transactions in which such Directors or any of their
associates have a material interest.
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CHAIRMAN AND CHIEF EXECUTIVE

Code provision C.2.1 of part 2 of the Corporate Governance Code
stipulates that the roles of chairman and chief executive should be
separate and should not be performed by the same individual.

During the year ended 31 December 2022, Mr. Sean Shi has
served as the Chairman of the Board, while Mr. Guo Qiang has
served as the chief executive officer of the Company who is
responsible for the day-to-day management of the Company. The
division of responsibilities between the Chairperson of the Board
and the chief executive has been clearly established and set out
in writing.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Remuneration Committee, and the Nomination
Committee, for overseeing particular aspects of the Company’s
affairs. All of these three committees are established with defined
written terms of reference which are available at the websites of
the Stock Exchange and the Company.

The majority of the members of the Audit Committee, the
Remuneration Committee, and the Nomination Committee are
independent non-executive Directors.

The Board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstances, at the Company’s expense.
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Audit Committee

We have established the Audit Committee with terms
of reference in compliance with Rule 3.21 of the Listing
Rules as well as paragraph D.3 of part 2 of the Corporate
Governance Code. The Audit Committee consists of three
independent non-executive Directors, namely, Mr. Yau Ka
Chi, Mr. Qian Mingxing and Ms. Ye Shujun. The chairman
of the Audit Committee is Mr. Yau, who has the appropriate
professional qualifications as required under Rules 3.10(2)
and 3.21 of the Listing Rules.

The Audit Committee meets at least twice a year. The
primary duties of the Audit Committee include, but are not
limited to, assisting the Board by (i) reviewing and monitoring
the relationship of the external auditor and the Group,
particularly the independence, objectivity and effectiveness
of the external auditor; (ii) providing an independent view
of the effectiveness of the financial reporting process,
compliance, risk management and internal control systems
of the Group; (iii) overseeing the audit process and
performing other duties and responsibilities as assigned
by the Board; (iv) developing and reviewing the Company’s
policies and practices on corporate governance, compliance
with legal and regulatory requirements and requirements
under the Listing Rules; (v) reviewing the financial information
of the Company and ensuring compliance with accounting
standards and reviewing significant adjustments resulting
from audit; and (vi) developing, reviewing and monitoring the
code of conduct applicable to the Company’s employees
and Directors.
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The Audit Committee held three meetings during the year
ended 31 December 2022 and its main work involved the
following:

o reviewing the audited annual results and financial
report for the year ended 31 December 2021;

o reviewing the unaudited interim results and financial
report for the six months ended 30 June 2022;

° reviewing the financial reporting and the compliance
procedures;

° reviewing the policies and practices on corporate
governance;

° reviewing the compliance with the Corporate Governance
Code and the disclosure requirement in the corporate
governance report as contained in Appendix 14 to the
Listing Rules;

o reviewing the code of conduct and the compliance
manuals for employees and the Directors, the financial,
operational and compliance monitoring;

° reviewing the risk management and internal control
systems;

° reviewing the internal audit work of the risk management
and internal audit department; and

o reviewing the work of the external auditor.

The Audit Committee met with the external auditor of the

Company in the absence of management of the Company

once in relation to the provision of audit service to the
Company for the year ended 31 December 2022.
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The attendance records of the meetings of Audit Committee
are set out below:
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FIEEEERNEERLER
T

Attendance/

Number of

Meeting(s)

Name of Committee Member ZEGHEHE HERS  EHRE
Mr. Yau Ka Chi ERREG LA 3/3
Mr. Qian Mingxing SRR KL 3/3
Ms. Ye Shujun BEHELL 2/3

The Company’s annual results for the year ended 31
December 2022 have been reviewed by the Audit Committee
on 25 March 2023. The Audit Committee considers that the
annual financial results for the year ended 31 December
2022 are in compliance with the relevant accounting
standards, rules and regulations and appropriate disclosures
have been duly made.

Remuneration Committee

The Company has established the Remuneration Committee
with terms of reference in compliance with Rule 3.25 of
the Listing Rules as well as paragraph E.1 of part 2 of the
Corporate Governance Code. The Remuneration Committee
consists of three Directors, namely, the executive Director
Ms. Shu Ping and the independent non-executive Directors
Ms. Ye Shujun and Mr. Qian Mingxing. Ms. Ye Shujun serves
as the chairman of the Remuneration Committee.

The Remuneration Committee meets at least once a
year. The primary duties of the Remuneration Committee
include, but are not limited to, the following: (i) making
recommendations to the Board on the Company’s policy
and structure for remuneration of all the Directors and senior
management and on the establishment of a formal and
transparent procedure for developing remuneration policy; (ii)
reviewing and approving senior management’s remuneration
proposals with reference to the Board corporate goals and
objectives; (iii) making recommendations to the Board on the
remuneration packages of individual Directors and senior
management and (iv) reviewing and approving matters
relating to share schemes in accordance with Chapter 17 of
the Listing Rules.
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On 16 December 2022, the Company made amendments
to the terms of reference of the Remuneration Committee
regarding reviewing and/or approving matters relating to
share schemes under Chapter 17 of the Listing Rules as
to comply with the Listing Rules as amended. For details,
please refer to the amended terms of reference of the
Remuneration Committee published at the websites of the
Stock Exchange and the Company.

The Remuneration Committee held one meeting during the
year ended 31 December 2022 to review the remuneration
policy and structure of the Company, and consider and
make recommendation to the Board on the remuneration
packages of the Directors and the senior management of
the Company. No RSU was granted under the RSU Scheme
during the year ended 31 December 2022.

The attendance records of the meeting of Remuneration
Committee are set out below:
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Attendance/

Number of

Meeting(s)

Name of Committee Member ZEGHEHE HERE EHRH
Ms. Ye Shujun BEHELL 1/1
Ms. Shu Ping P ceun 11
Mr. Qian Mingxing AR A 1/1

Details of the remuneration of the Directors and the senior
management of the Company are set out in note 36 to the
Financial Statements.
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The remuneration of the members of senior management
(comprising four Directors) by band for the year ended 31
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BIE2022F12A31HLFE
REEZINEREEEKE

December 2022 is set out below: (BENEES)MEHY W
[
Remuneration bands (RMB) No. of person
MeEE (AR%T) A#
3,000,001-7,000,000 3
500,001-3,000,000 -
0-500,000 1
Total et 4

Nomination Committee

The Company has established the Nomination Committee
with terms of reference in compliance with Rule 3.27A of the
Listing Rules and paragraph B.3 of part 2 of the Corporate
Governance Code. The Nomination Committee consists of
three Directors, namely, the executive Director Mr. Sean
Shi and the independent non-executive Directors Mr. Qian
Mingxing and Ms. Ye Shujun. Mr. Sean Shi serves as the
chairman of the Nomination Committee.

The Nomination Committee meets at least once a year.
The primary duties of the Nomination Committee include,
but are not limited to, (i) reviewing the structure, size and
composition of the Board; (ii) assessing the independence
of the independent non-executive Directors; (iii) making
recommendations to the Board on matters relating to the
appointment of Directors; and (iv) reviewing the diversity
policy and nomination policy of the Board.
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The Nomination Committee held one meeting during the
year ended 31 December 2022 to review the structure, size,
composition and diversity (including the skills, knowledge,
experience, gender, age, cultural and educational
background, ethnicity, professional experience and length
of service) of the Board and make recommendations to
the Board relating to the appointment and re-election
of Directors to ensure that the Board has a balance
of expertise, skills and experience appropriate for the
requirements of the business of the Company; to review
the training and continuous professional development of
the Directors and senior management; and to assess the
independence of the independent non-executive Directors.

The attendance records of the meeting of Nomination
Committee are set out below:

REZE2022F12 831 HILF
B REEEgCRT K8
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FRBLAAITEENE L
Moo

REZESEENEFELER

Attendance/

Number of

Meeting(s)

Name of Committee Member EEEHEHE HERE  EHRE
Mr. Sean Shi (¥ vt 11
Mr. Qian Mingxing REPPESLE 1/1
Ms. Ye Shujun EFELL 1/1

Where vacancies on the Board arise, the Nomination
Committee will carry out the selection process by making
reference to the skills, experience, professional knowledge,
personal integrity and time commitments of the proposed
candidates, the Company’s needs and other relevant
statutory requirements and regulations.

60 EBEMIEZERARALDT Yihai International Holding Ltd.

HESFHRZER  REEE
S RES ABHNREE - &
B~ ERAE - BABERE
B ARRENFEREAM
MEZERERRE  MEE
B2 o



On 26 March 2019, the Nomination Policy was adopted
to enable the Nomination Committee to nominate
suitable candidates to the Board for its consideration and
recommendation to Shareholders for election as Directors of
the Company at the Shareholders’ annual general meeting or
to fill casual vacancies of the Directors for the appointment
by the Board. A summary of the Nomination Policy is set out

below:

Purpose:

Selection Criteria:

The Nomination Policy aims to set
out the approach to enable the
Nomination Committee to nominate
suitable candidates to the Board.

Evaluation of candidates will be
based on a range of factors, including
but not limited to their reputation
in the industry, achievements and
experiences in the food and beverage
industry, time commitments and
board diversity, including but not
limited to gender, age, cultural and
educational background, ethnicity,
professional experience, skills,
knowledge and length of service.
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Nomination
Procedures:

The Nomination Committee shall hold
special meeting and invite the Board
members to recommend candidates
(if suitable candidates available) for
consideration before the meeting.
The Nomination Committee may
also nominate the candidates who
are not recommended by the Board
members.

In the case of filling the casual
vacancies, the Nomination
Committee shall recommend
candidates and the Board for its
consideration and approval. If
candidates are recommended to be
elected at the Shareholders’ annual
general meeting, the Nomination
Committee shall nominate to the
Board for its consideration and
recommendation for their election.

The nominated person should not
be presumed to be recommended
by the Board for election at the
Shareholders’ annual general meeting
until the publication of the circular to
the Shareholders.

The information of candidates
nominated by the Board shall
be set out in the circular for the
Shareholders’ annual general
meeting.

The candidates may withdraw from
election by serving written notice to
the Board at any time before holding
the Shareholders’ annual general
meeting.
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The Board has absolute final
discretion as to all matters in
relation to the candidates to be
recommended by it for their election
at the Shareholders’ annual general
meeting, and the appointment
of candidates is subject to final
approval at the Shareholders’ annual
general meeting.
Confidentiality: Unless otherwise required by law
or any regulatory authorities, under
no circumstances shall a member
of the Nomination Committee or
a staff member of the Company
disclose any information to the
public or entertain any enquiries
from the public, as the case may
be, with regard to any nomination or
candidate before the publication of
the circular to Shareholders.

Board Diversity Policy

The composition and diversity of the Board were considered
by adopting the Board Diversity Policy including the
necessary balance of skills and experience appropriate
for the requirements of the business development of the
Company and for effective leadership. All the executive
and non-executive Directors possess extensive and
diversified experience in management and broad industrial
experience. The three independent non-executive Directors
possess professional knowledge in management, finance,
accountancy and legal, respectively with broad and
extensive experience in business advisory and management,
respectively. A summary of the Board Diversity Policy is set
out below:
Purpose: The Board Diversity Policy aims to
set out the approach to achieve
diversity of the members of the Board
and enable the Board to comply with
the Corporate Governance Code.
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Board Diversity
Policy statement:

The Company considers increasing
diversity at the Board level as an
essential element in supporting the
attainment of its strategic objectives
and its sustainable development. In
designing the Board’s composition,
Board diversity has been considered
from a number of aspects, including
but not limited to gender, age, cultural
and educational background, ethnicity,
professional experience, skills,
knowledge and length of service. All
Board appointments will be based on
meritocracy, and candidates will be
considered against objective criteria,
having due regard for the benefits of
diversity on the Board.
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Measurable
Objectives:

Our Board has a balanced mix of
knowledge and skills, including
knowledge and experience in the areas
of food industry and management, and
sales and marketing. They obtained
degrees in various majors including
mechanics, business administration,
engineering, finance, accountancy,
economics and law. Furthermore, our
Board has a wide range of age, ranging
from 43 years old to 65 years old.
Currently, the Board has two female
Directors, Ms. Shu Ping, one executive
Director and Ms Ye Shujun, one
independent non-executive Director.
The Nomination Committee is of the
view that the diversity level of the Board
is appropriate in terms of knowledge,
experience and skills of the directors.
After evaluating various factors,
given that the Board has two female
directors, representing 22.2% of the
Board, which is slightly higher than
the industry average, the Nomination
Committee considered that Board
gender diversity is achieved and will
maintain the gender diversity at such
level. The Nomination Committee
will continue to observe the Board
Diversity Policy and consider potential
candidates against the objective
criteria set out in the Board Diversity
Policy in order to achieve increasing
diversity at the Board level. Selection
of candidates will be based on a range
of diversity perspectives, including but
not limited to gender, age, cultural and
educational background, ethnicity,
professional experience, skills,
knowledge and length of service. The
ultimate decision will be based on
merit and contribution that the selected
candidates will bring to the Board.
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In reviewing the structure, size, composition and diversity
of the Board, the Nomination Committee has taken into
account the measurable objectives as set out in the Board

Diversity Policy.

22%
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Board Expertise and Experience
EFEgERLER

Economics
1 M
o2 ()
PrE S
Accountancy
=5t
Business management —
T
Related industry experience
(Sales and marketing)

HEAITEER (8 - &)

Food industry and management
BRmITERER

Diversity at Work Force BTzt

The Company strives to provide a platform with equal ARREREFETINERK
opportunities for all our employees as we value the H#E o TERFRETIMNEE
experience and knowledge of our senior staff as well RiEERE D AtH O ARE
as the passion and adaptability of the younger staff. To EERM—EKSEENTF
build a healthy talent pipeline in preparing for the Group’s BoATAZ—REREZHAL
continuous business expansion, we emphasize the BE UAKREETHHRESE
importance for our new hires to be selected through robust, By HRAEBRE
fair and transparent recruitment process, based on their 2 - D FEMZEBRWIRERRF -
merits and their potential. RAE KRB & W E B AE HkE

MET -
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Our employment profile™°® as at 31 December 2022 is as
follows:

Workforce (including "20224£12 A31 AR
senior management) T1EER

FFR20225F12 831 HE
THER @I -

Percentage
No. of of Total
Headcount Headcount

as at 31 December 2022 (BREESREERE) A8 HEABRE D
By Gender R E 5

Male B 1,515 55.7%
Female T 1,205 44.3%
By Age Group RERETNE S

<30 years old <308% 990 36.4%
30-40 (exclusive) years old 302405 (18) 975 35.8%
40-50 (exclusive) years old 402505% (1E) 578 21.3%
>=50 years old >=507% 177 6.5%

Note: Key performance indicators for employment of the Company
are set out in the Environmental, Social and Governance
Report of this annual report.

The Company is committed to providing all the job applicants
and staff with equal opportunities for employment, without
tolerance of any discrimination over gender, age, ethnicity,
nationality and disability. The Group recruits workforce in
strict compliance with local laws and regulations. Moreover,
we emphasize the protection of females’ rights and interests
as part of our management principle and also provide more
comfortable and flexible employment arrangements and
holiday benefits for our female staff. We expect the diversity
at workforce could reach a more balanced level in 2023.
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REMUNERATION OF SENIOR MANAGEMENT

The senior management of the Company comprises Mr. Sean Shi,
Mr. Guo Qiang, Mr. Sun Shengfeng and Mr. Zhao Xiaokai, all of
whom are executive Directors. Details of the remuneration of the
above senior management are set out in note 36 to the Financial
Statements.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code. Specific enquiries
have been made to all the Directors and the Directors have
confirmed that they have complied with the Model Code during
the year ended 31 December 2022.

The Company’s relevant employees, who are likely to be in
possession of inside information of the Company, have also
been subject to the Model Code for securities transactions. The
Company was not aware of any incident of non-compliance of
the Model Code by the Company’s relevant employees during the
year ended 31 December 2022.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibility for preparing
the financial statements of the Company for the year ended 31
December 2022.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other financial disclosures
required by the Listing Rules and other regulatory requirements.

The senior management of the Company has provided such
explanation and information to the Board as necessary to enable
the Board to carry out an informed assessment of the financial
information and position of the Company in order to put forward
such information to the Board for approval.
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EXTERNAL AUDITOR AND AUDITOR REMUNERATION

Pursuant to the resolution of the 2022 annual general meeting,
PricewaterhouseCoopers was re-appointed by the Company
as the external auditor of financial statements prepared under
International Financial Reporting Standards.

The statement of the external auditor of the Company about their
reporting responsibilities for the financial statements is set out
under the section headed “Independent Auditor’'s Report” in this
annual report.

The external auditor of the Company is invited to attend the
annual general meeting to answer questions about the conduct of
the audit, the preparation and content of the auditor’s report and
auditor’s independence.

During the year ended 31 December 2022, the remuneration paid/
payable to the external auditor of the Company for the provision
of audit services for the year ended 31 December 2022 amounted
to RMB3.33 million. The audit services include statutory audits
and reviews of the Group and certain subsidiaries.

During the year ended 31 December 2022, the remuneration paid/
payable to the external auditor of the Company in respect of non-
audit services for the year ended 31 December 2022 amounted
to RMBO0.84 million. The nature of such non-audit services is to
provide advisory services. The non-audit services conducted
by the external auditor mainly include tax compliance and other
advisory services.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board of Directors is responsible for the establishment
and maintenance of sound and effective risk management and
internal control systems that are in line with the strategic objective
of the Group. The Group established risk management and
internal control systems to protect the interests of the Group and
Shareholders, ensure the Group is in compliance with relevant
laws and regulations, effectively identify and manage significant
risks in achieving its strategic objectives, protect the safety
of the Group’s assets, and ensure the maintenance of proper
compliance accounting records and financial reports.

The Board of Directors is responsible for evaluating the nature
and extent of the risks the Group is willing to take in achieving
strategic objectives and ensuring that the Group establishes
and maintains appropriate and effective risk management and
internal control systems as well as overseeing management of the
Group in the design, implementation and monitoring of the risk
management and internal control systems.

The Board periodically receives (at least once a year) reports from
the Group’s management regarding financial, operational and
compliance controls, as well as the establishment, review and
assessment of the risk management and internal control functions
of the Group. All significant risks (including ESG risks) are reported
to the Board. The Board will also evaluate the corresponding
risks and the response plan. The Group would review, among
other things, adequacy of resources, staff’s qualifications and
experience, training programs and budget of our accounting,
internal control and financial reporting functions, as well as those
relating to our ESG performance and reporting.

The Group’s management is authorized by the Board to be
in charge of the organization and implementation of the risk
management and internal control of the Group and be responsible
for establishing the risk management and internal control systems,
standardizing the organization, authorization, responsibilities,
procedures and methods of the risk management and internal
control systems and also responsible for ongoing monitoring of
the risk management and internal control systems of the Group,
and makes periodic reports to the Board regarding the status of
the risk management and internal control systems of the Group.
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The risk management and internal audit department of the Group
assists the Board and the Audit Committee in their analysis and
independent appraisal of the adequacy and effectiveness of the
Group’s risk management and internal control systems. The risk
management and internal audit department of the Group adopts
an audit approach based on risk and control. The annual work
plan of the risk management and internal audit department of the
Group covers the major activities and processes of the Group’s
operations, businesses and service units. Special reviews are also
performed at the management’s request. The results of these
audit activities are reported to the Audit Committee. The risk
management and internal audit department of the Group provides
independent assurance to the Board, the Audit Committee and
the management of the Company as to whether the Group’s
internal controls are adequate and effective.

With respect to risk management, the Group has chosen and
adopted the risk management framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission
in the United States of America (“COSQ”), and established a
risk management system covering design, implementation,
monitoring, assessment and continuous improvement based on
the 1SO 31000: 2009 and ISO 31000: 2018 “Risk Management
- Guidelines”. The Group’s management established the overall
targets and policies of the risk management system which are
in line with the strategic objectives, and identified, analysed and
assessed the overall risk of the Company, especially the risks
in making major decisions, important events and key business
processes. The Group’s management is also responsible for
reviewing and approving the response plans to material risks
(including ESG risks), as well as following-up and periodically
reviewing the implementation of such response plans of risks
identified, in order to make sure that sufficient attention, monitor
and responses will be paid to all material risks (including ESG
risks) of the Company. The risk management reports are
submitted to the Board periodically.

With respect to internal control, the Group has chosen and
adopted the internal control framework issued by COSO,
established an internal control system and mechanism over
financial, operational and compliance controls and conducted
continuing review and evaluation of the internal control system of
the Group to ensure the timeliness, accuracy and completeness
of all information reported.
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The management has evaluated the design and operating
effectiveness of its internal control regarding the financial
report as of 31 December 2022, did not identify any material
weakness as a result of the evaluation, was not aware of
any areas of concern that would have a material impact on
the Company’s financial position or results of operations,
and considered the management’s ongoing monitoring of
risks (including risks relating to the environmental, social
and governance, the details of which are set out in the
environmental, social and governance report in this annual
report) and of the internal control systems to be generally
adequate and effective, including with respect to the
adequacy of resources, staff qualifications and experience,
training programs and budget of the accounting, and internal
audit and financial reporting functions. On the basis of such
evaluation, the Board considers that as of 31 December
2022, risk management and internal control systems of the
Group were effective and adequate.

At the same time, the Group has established a mechanism
for remediating internal control deficiency under which
the person in charge of each unit is assigned clear
responsibilities relating to remediating internal control
deficiency of the unit.

The Group has formulated an inside information policy and
regularly reminds its Directors and employees to comply
with all inside information policies.
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° The Group established an open channel to handle and
discuss internal and external whistle-blowing regarding
financial irregularities, internal control deficiencies and fraud,
and to ensure that every accusation receives sufficient
attention. Significant internal control deficiencies or
accusations will be reported directly to the Audit Committee.

The risk management and internal control systems of the Group
are designed to manage rather than eliminate risks of failure to
achieve business objectives, and can only provide reasonable, but
not absolute, assurance against material misstatement or loss.

For details of the nature and extent of the principal risks faced by
the Group, please refer to the section headed “e. Principal Risk
and Uncertainties” in the Directors’ Report of this annual report.

BOARD’S INDEPENDENT VIEWS AND INPUTS
MECHANISMS

The Board established mechanisms to ensure independent views
and input are available to the Board, including, among others, (i)
independent non-executive Directors are encouraged to actively
participate in the Board meetings; (ii) the number of independent
non-executive Directors must comply with the requirement under
the Listing Rules; (iii) sufficient resources shall be provided to
the Board if it thinks necessary to seek independent professional
advice from independent third parties; and (iv) the independent
non-executive Directors shall devote sufficient time to discharge
their duties as a Director.

The Board will review the implementation and effectiveness of
such mechanisms on an annual basis, which have been reviewed
and considered effective by the Board for the year ended 31
December 2022.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Company considers that effective communication with the
Shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance
and strategies. The Company also recognizes the importance
of transparency and timely disclosure of corporate information,
which will enable the Shareholders and investors to make the best
investment decisions.

The general meetings of the Company have provided a forum
for communication between the Board and the Shareholders.
The chairman of the Board as well as chairmen of each of
the Audit Committee, the Remuneration Committee, and the
Nomination Committee and, in their absence, other members of
the respective committees and, where applicable, the chairman
of the independent Board committee, will be available to answer
questions at the general meetings. The chairman of a general
meeting will provide the detailed procedures for conducting a poll
and answer any questions from the Shareholders on voting by
poll.

The Company has adopted the shareholders communication
policy, which sets out the framework the Company has put in
place to promote effective communication with Shareholders
so as to enable them to engage actively with the Company and
exercise their rights as shareholders in an informed manner. To
promote effective communication, we have established several
channels to communicate with the Shareholders as follows,
among others:

° corporate communications such as annual reports,
interim reports and circulars are issued in printed form
and are available on the Stock Exchange’s website at
www.hkexnews.hk and our Company’s website at
www.yihchina.com, where information and updates on the
Company’s business developments and operations, financial
information, corporate governance practices and other
information are available for public access;

o corporate information is made available on our Company’s
website; and
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o the Hong Kong branch share registrar of our Company
serves the Shareholders in respect of share registration,
dividend payment and related matter.

Having considered the multiple channels of communication,
the Board is satisfied that the shareholders communication
policy provided effective channels by which Shareholders can
communicate and raise concern with the Company and is
effective for the year ended 31 December 2022.

CHANGE IN CONSTITUTIONAL DOCUMENTS

For the year ended 31 December 2022, no change had been
made to the Articles of Association.

On 30 March 2023, the Board has resolved to propose to amend
the second amended and restated memorandum and articles
of association of the Company and to adopt the third amended
and restated memorandum and articles of association of the
Company (the “Amended and Restated M&A”) to conform to the
amended Appendix 3 to the Listing Rules under the listing regime
for overseas issuers which took effect on 1 January 2022, which
streamlines and standardizes a uniform set of 14 core standards
for shareholder protections for all issuers regardless of their place
of incorporation. The proposed adoption of the Amended and
Restated M&A is subject to the approval by the Shareholders
by way of a special resolution to be considered and, if thought
fit, passed at the AGM. The Amended and Restated M&A, if
approved by the Shareholders, will become effective at the AGM.
For details, please refer to the announcement and the circular of
the Company dated 30 March 2023 and 24 April 2023 respectively
published on the respective websites of the Stock Exchange and
the Company.

Save as disclosed above, there is no other change in
constitutional documents of the Company for the year ended 31
December 2022 and up to the date of this annual report.
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SHAREHOLDERS’ RIGHTS

To safeguard the Shareholders’ interests and rights, separate
resolutions are proposed at general meetings on each substantial
issue, including the re-election of individual Directors. Meanwhile,
procedures are in place for the Shareholders to (i) convene an
extraordinary general meeting; (ii) direct their enquiries to the
Board; and (jii) put forward proposals at general meetings.

In accordance with Article 13.5 of the Articles of Association,
all resolutions put forward at a general meeting will be taken by
poll save that the chairman may, in good faith, allow a resolution
which relates purely to a procedural or administrative matter as
prescribed under the Listing Rules to be voted on by a show of
hands.

In addition, the poll results will be posted on the websites of the
Company and the Stock Exchange after the relevant general
meeting.

1. Convening an Extraordinary General Meeting by
Shareholders

Pursuant to Article 12.3 of the Articles of Association, any
two or more Shareholders or any one Shareholder which
is a recognised clearing house (or its nominee(s)) (the
“Requisitionist(s)”) holding at the date of deposit of the
requisition (deposited at the principal office of the Company
in Hong Kong or, in the event the Company ceases to have
such a principal office, the registered office specifying the
objects of the meeting and signed by the requisitionists) not
less than one-tenth of the paid-up capital of the Company
and carrying the right of voting at general meetings of
the Company shall at all times have the right, on written
requisition, to require an extraordinary general meeting to
be called by the Board for the transaction of any business
specified in such requisition.

Corporate Governance Report

TEERRE

AR SR HER

RARRERREZRERN REASE
H(BEEEENES) WBILAZE
REARBRRAELIEE > MAR
RAURBERAEFRE()BHERRE
BRIKE ; (\RESSEH 5 Kii)
ERRASLREZER -

RIFABERMAE13.51% - i E
ERRASLREVWRBERIG KU
REFARR  EEFERBRER
A EmR AR EARERER
FTHEEZRBRUBFHIAR
RENBRSN o

LA - REFRORGRGRERERKRR
RERBTHNA R AR A
J: o

1. BRREBMRRBAIAE

RIBABERMANE12.31%
EARMEH U ERRFEEE
R a] (REREN) WEM
—BBRR(HERALL) RIE
E2FR (EE2XDAREEBH
EIEWSBE - JEARERE
REZEIENSE  AIE2F
MP=E - EPSIASEER
YHFRALEHE) EBEE
TORAKDBEERARER
RAEELRENHERAS T2
Z—  AIRMEMIER R BRER
2EEFER  BEREZERZ
BRIEENEASBERSZA
B RAFHIRE -

2022 Annual Report F [ 3 &

7



Corporate Governance Report

TEERRE

If the Board does not within 21 days from the date of deposit
of the requisition proceed duly to convene the meeting to be
held within a further 21 days, the Requisitionist(s) themselves
or any of them representing more than one-half of the total
voting rights of all of them, may convene the general meeting
in the same manner, as nearly as possible, as that in which
meetings may be convened by the Board provided that any
meeting so convened shall not be held after the expiration of
three months from the date of deposit of the requisition, and
all reasonable expenses incurred by the Requisitionist(s) as a
result of the failure of the Board shall be reimbursed to them
by the Company.

According to Article 12.4 of the Articles of Association, any
extraordinary general meeting shall be called by not less
than 14 days’ notice in writing. Subject to the requirement
under the Listing Rules, the notice shall be exclusive of the
day on which it is served or deemed to be served and of the
day for which it is given, and shall specify the time, place,
and agenda of the meeting, particulars of the resolutions
and the general nature of the business to be considered
at the meeting. The notice convening a meeting to pass a
special resolution shall specify the intention to propose the
resolution as a special resolution. Notice of every general
meeting shall be given to the auditors of the Company
and to all the Shareholders other than those who, under
the provisions hereof or the terms of issue of the shares
they hold, are not entitled to receive such notice from the
Company.

Putting Forward Proposals at General Meetings

There is no single provision in the Articles of Association
or the Cayman Companies Act for the Shareholders to put
forward proposals at general meetings. The Shareholders
who wish to propose a resolution may request the Company
to convene a general meeting in accordance with the
procedures set out in the preceding section.
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3. Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the
Company, the Shareholders may send written enquiries
to the Company. The Company will not normally deal with
verbal or anonymous enquiries.

Shareholders may send their enquiries, concerns or requests
to the Company at 40th Floor, Dah Sing Financial Centre,
No. 248 Queen’s Road East, Wanchai, Hong Kong.

For the avoidance of doubt, the Shareholders must deposit
and send the original duly signed written requisition, notice
or statement, or enquiry (as the case may be) to the above
address and provide their full name, contact details and
identification in order to give effect thereto. The information
of the Shareholders may be disclosed as required by law.

DIVIDEND POLICY

Subject to the Cayman Companies Act and the Articles of
Association, the Company may declare dividends in any currency
through a general meeting, but no dividend may be declared in
excess of the amount recommended by the Board. The Articles
of Association provide that dividends may be declared and paid
out of profit of the Company, realized or unrealized, or from any
reserve set aside from profits which the Directors determine is
no longer needed. With the sanction of an ordinary resolution,
dividends may also be declared and paid out of a share premium
account or any other fund or account which can be authorized for
this purpose in accordance with the Cayman Companies Act.

Corporate Governance Report

TEERRE

3. ME=SFHEN

BAARESSRHEEMNER
i RRAGAQFEHER
B ARRBETEEREOQ
BAREZEH o

RERAIBAREHHEER

BESER » it BEBEF
S/ RIER2485F RH & B
INOFE o

RELER  RRAFHEN
BENSEER - BANEH
REH (RBERME) BER
B bt WRHESE
B BRERRED - UER
REEE - RREMTRERE
ERREM T LURE -

iz BEUR

RIEMEARERABERMA
RABAEBRRAEEIRUMEM
ERGENRE  BRERNRE
THEIEHBESSEENEHE -
ARAERMAURE  RETEEAR
RAIE2EFAZRNEN  HEE
BEREFBFEEZNEDER R ET
BEREIKY - REBRBRIE
% REF A B RO EERIRE
F 2 0 ELAR REFEL AEHEM
HibEEHRF PERRIKA ©

2022 Annual Report F [ 3 &

79



Corporate Governance Report

TEERRE

Except as provided under the terms of a particular issue, or with
respect to the rights attached to any Shares, (i) all dividends will
be declared and paid according to the amounts paid up on the
Shares in respect of which the dividend is paid, but no amount
paid up on a Share in advance of calls may for this purpose be
treated as paid up on the Share; and (ii) all dividends will be
apportioned and paid pro rata according to the amount paid up on
the Shares during any portion or portions of the period in respect
of which the dividend is paid. The Directors may deduct from any
dividend or other monies payable to any of the Shareholders or in
respect of any Shares all sums of money (if any) presently payable
by such Shareholder to us on account of calls or otherwise.

In addition, the declaration of dividends is subject to the discretion
of the Board, and the amounts of dividends actually declared and
paid will also depend on:

general business conditions of the Company;
° financial results of the Company;

° capital requirements of the Company;

° interests of the Shareholders; and

° any other factors which the Board may deem relevant.

Future dividend payments to the Shareholders will also depend
upon the availability of dividends received from our subsidiaries.
PRC laws require that dividends be paid out of the net profit
calculated according to PRC accounting principles. PRC laws
also require PRC enterprises to set aside part of their net profit
as statutory reserves before they distribute the net proceeds.
These statutory reserves are not available for distribution as cash
dividends. In addition, the dividends paid by the PRC subsidiaries
are also subject to the withholding tax imposed by the PRC laws.
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The Board has absolute discretion in whether to declare any
dividend for any year and, if it decides to declare a dividend, how
much dividend to declare. In the future, the Company expects to
distribute no less than 20% of the annual distributable profit as
dividends. There is, however, no assurance that the Company
will be able to distribute dividends of such amount or any amount
each year or in any year. The Company will continue to re-
evaluate the dividend policy in light of the financial position and
the prevailing economic climate. However, the determination to
pay dividends will be made at the discretion of the Board and
will be based upon the earnings, cash flow, financial conditions,
capital requirements, statutory fund reserve requirements of the
Group and any other conditions that the Directors deem relevant.

JOINT COMPANY SECRETARIES

During the year ended 31 December 2022, Ms. Yue Dianhong
and Ms. Chan Yin Wah have each taken not less than 15 hours of
relevant professional training to update their skills and knowledge.

PRIMARY CORPORATE CONTACT PERSON

Ms. Yue Dianhong, the head of legal affairs and joint company
secretary, is the Company’s primary corporate contact person
of the joint company secretary, Ms. Chan Yin Wah, to whom the
Company engages an external service provider.

GOING CONCERN

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximizing the
return to the Shareholders through the optimization of the debt
and equity balance.

There are no material uncertainties relating to events or conditions
that cast significant doubt upon the Company’s ability to continue
as a going concern.
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