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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
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“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)
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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.
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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
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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%
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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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EEEWED T

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%
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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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REBHBER A FEBEEBZE2021F12
B31BILEEENARYE23.1HE TIEMN
5.6%E2022FEHNARE244FET
FEZHNEPERF S WAL IATEL -

BR A 1S B A1 A

HREXFARRE  REBWRAEH
RIFEHEZE2021F12 831 HILEEW
AR®1,170.2B 8 ThE{K2.4% £2022
EENARKE11421HETT °

FrigBi

AEEBHAMESHBEXHEZE2021F12
B31HLEFEMARY312.6 BE T
IN4.3% ZE2022 FEMARK3262EHE
Tt o BB EHEE2021F12831 81
FREM26.7%EMNEEHE20225F12 A31
HIEFE#R28.6% @ BB REMMPE
ERERAEEPEAKE A RES
B BRI B A T2 IR ER #
MNFIL IR o

FRFE

HREXFARSE  AEEFBEEEZE
20211231 HILFEMARYES57.6
BETREKIBHE2022EEN AR
816.0B BT - EREAREFHEZE2021
F12A31HEFENARKET8.25BRK
F2022FEMARYKTS. 7D » THFERFE
HEZE2021FE12A31 B LEEEMN14.4%
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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® wa