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A. NOTES TO THE QUARTERLY RESULTS

1. Basis of accounting and changes in accounting policies

a) Basis of accounting

The condensed consolidated financial statements for the financial period ended 30
June 2022 are unaudited and have been prepared in accordance with the provisions
of the Companies Act, Chapters0 (the Act), Singapore Financial Reporting Standards
(International) [SFRS(l)s] which are simultaneously compliant with International
Financial Reporting Standards (IFRSs) issued by the Intemational Accounting
Standards Board (JASB) and Paragraph 922 of the Main Market Listing
Reguirements of Bursa Malaysia Securities Berhad ("Bursa Securities’)

The condensed consolidated financial statements should be read in conjunction with
the Group's audited financial statements for the financial year ended 31 Decambar

2021 and the accompanying explanatory notes attached to this financial report.

b} Changes in accounting policies

At the date of this report, the Group has adopted certain new standards,
amendments and interpretations to existing standards have been published and are
mandatory for the Group's accounting penocds after 1 January 2018

The directors do not anficipate that the adoption of the new standards (including
consequential amendments) and interpretations will result in any matenial impact to

the financial statements.
2. Seasonality or cyclicality of operation
The business of the Group i= generally affected by seasonal factors. Typically the first
and fourth quariers of the financial year are the best quarters for wine industry in the

Paople's Republic of China ("PRC"). Consumers tend to purchase and drink mare wines
during the festive periods such as Christmas, Mew Year and the Lunar New Year.

3. Unusual items due to nature, size or incidence

There wera no unusual items reported that will affect the assets, liabilities, equily, net
income or cash flows of the Group for the financial perod ended 30 June 2022

4. Changes In estimates

There were no matenal changaes In estimates for the financial period ended 30 June
2022

5. Prepayments in current assets
The depecsits in current assets include RMB118.80 milion, being 80% of fotal cash
consideration price of RMB132 million. which consist of twe payments made by Yantal
Farenda Ouhua Winery Co Ltd., for acquisition of the land, buildings and ancillary
facilities located at No. 3, Weolong North Road, Yantal City.

6. Changes in share capital and debts

There were no changes in share capital and debts for the financial period ended 30 June
2022.
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7. Dividends Payable

Tha Beard of directors coes not recommend any interim dividend for the current guarter

anded 30 June 2022

. Segment Information

a) Operating seoments

White Wine Red Wine Tatal
months ended ne 2022 RMB'a00 RME'D00 RAME'ODO
Revanue
Sales to external cUSIOMErs 7,069 7,069
Resulis
Segment gross profit 303 303
Unallocated axpanses net {2.168)
Interest income a3
Oiher incomea 131
Loss befons tax {1,6891)
Income tax expense "
MNat loss {1.691)
White Wine Red Wine Total
6 months ended 30 June 2021 RMBQ00 RMBE'DOD RMECQOD
Revenusa
Sales to external customears 4,505 4 505
Resilts
Segmeant gross profil 182 162
Linalfiocated expenses, net {2,309,
Interest intome i
Orther income a8
Profit before tax (2.078)
Income tax expense -
Mal Profit I:E.D?E'b
Other segment information
International
Label Chwn Label Tatal
n une 2022 RMBE'D0 RNBTI0 RMB'000
Revenue
Zalas to external customears 70849 7.0e9
International
Label Own Label Total
€& months ended 30 June 2021 RMB'O0 RMB QOO FiB'O00
Revenue
Sales to external customers 4505 4,506
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b) Geographical seqments

Segmented information by geegraphical region is not applicable for the financial pericd
ended 30 June 2022 as the business operations of the Group is only carried out in the

PRC.

8. Subseguent evenis
There wera no material evenis subsequent to the end of the financial pericd under
review up to the date of this report that have not been reflected in this secend quarter
report as at the date of this repaort
10. Changes in the composition of the Group
Thers were no changes in the composition of the Group dunng the financial period
ended 30 June 2022
11. Contingent liabilities or assets
Mo matenal contingent liabilities and assets which upon becoming enforceable, may
have a material effect on the financial position of the Group since the last annual
statement of financial position date
12. Valuation of property, plant and equipment
There was no revaluation of property, plant and equipment during the financial period
anded 30 June 2022
13. Capital commitments
There are no material capital commitments, which upon becoming erforceable, may
have a material effect on the financial position of the Group for the financial period anded
30 June 2022
14. Accumulated Losses
The breakdown of accumulated losses of the Group as at the respective reporting dates
iz as follows:
| As at 31 Dec 2021 As at 30 June 2022
- RMB'000 RM'000 RMB'000 RM'000
Realised retainad profits: (50,712) | (33218) (52325) | (34.274)
Unraalised retained profits:
Total group retained profits: (50,712) (33,218) (52,325) (34,274)
| | mm—— | Emm——— ========
15. Recurring related party transactions
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For the financial period ended 30 June 2022, there was no related party transaction

B. INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD
UNDER LISTING REQUIREMENTS

1. Review of the performance of the Group

The Group's performance for the quarter under review as compared to the same perod of

last year is as follows:

[ Individual Period (2nd Changes Cumulative Period Changes
guarter) | (Amount/) ] (AmountG)
Current Precading Currant Preceding
Year Year Year To- Year
Quarter | Corresponding date Corresponding
_ Quarter Period
30/6/22 30/6/21 30/6/22 30/8/21
RME'O00 | RMB'D0OD ) RMB'O00 | RME'0O0

Revenue 4,319 3,150 37.11 7.080 4 508 56.91

Euﬁmﬁ”g (r25) (1.023) -28.33 | (1.891) (2,079) -18 66
 Loss

e | ) (1,023) 2033 | (1891 | (2079 1866

and Tax ;

Loss 723) (1,023) 2033 | (1,891) (2,078) 1B B6

Before Tax : ; : ' '

RO | e (1,023) 2033 | (eany | (2079 1866

Loss

Altributable

Bty | (892) (978) 2932 | (1613) |  (1.984) 1870
| Holders of
| the Parant

For the current quarter ended 30 June 2022("20Q2022"), the Group's revenue increased
by RMB1.169 million or 37.11% to RMB4.318 million, from RME3 150 million in the
same period ast year ("2020217). Loss before tax in this cumment guarter decreased by
RMBO 3 million from loss of RMB1.023 million in 202021 to loss of RMB0.723 million in
202022 The lower loss figure in 202022 was mainly due to increased sales revenua,
the zales figure has shown some piek up, reflacting Management's affort to make mora

sales.

2. Variation of results against preceding quarter

The Group's performance for the quarter under review as compared to the preceding

gquarter s as follows;
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Current Immedate Changes |
Quarter Preceding {Amount / %)
306522 Quartar
RMEB'000 22
| RME 000
Revenue 4319 2,750 &7.05
Cperating loss (T23) [GEB) ~25.31
Loss Before Inferast and Tax (723) [958) -25.31 |
Loss Before Tax (723) (958) L 2531
Loss After Tax (T23) (DB8) -25.31
Loss Aftributable to Ordinary Equity
Holders of the Parent holders of the (692) (921) -24 .86
parent |

For the cumrent quarer, the Group made a increase in revenue of RME1.569million from
RMBZ. 75milion to RMB4.318millicn and a decrease in loss net of tax of
RMB0.245million from loss of RMBO0 968milion to loss of RMBO.723million as
compared to the immediate preceding guarter ended 31 March 2022, The lower sales
figure in 1Q2022 was badly affected by Covid 18 pandemic. As Epidemic vanant
repeated outbreaks in 10Q2022.

According to Turnaround Plan, the Company would appoint some new sales agents,
but actually the Company has not opened any new outiets to ite distribution networks
Although the Turnaround Team-China has tried ite best effort to improve the sales, the
Turnargund Team noted fram their research, the wine industry was the slowest to
recover from the pandemic Covid 18, lagging behind the baijiu, beer and even rice wine
market

3. Prospects

In the financial penod ended 30 June 2022, the operating results were badly affected
by the prolonged impact of the COVID-19, the COVID-18 pandemic will continug 1o
expect a challenging time ahead for the Company. The Management is evaluating new
businress and importation of overseas wine to market in new areas and online
business.

Currently the Company has formed an Interim Tumaround Flan, and To support the
Company turnaround plan, the Company will strengthen its management feam to
suppart its turnaround plan and has formed two Turnaround Team 1 for China side
and Turnaraund Team 2 for Malaysia Turnaraund Team 1 is headed by Chairman and
CEQ of the Company and Tumaround Team 2 is headed by Execufive Director of the
Company. the Company intends to undertake on its own rationalization plan by using
its existing resources and appointment of some new staff. The Company will appaint
other professicnal and advisers if there is any viable business identfied by the Board
In the next quarter (3QTR of 2022},

i. Turnaround Team 1 focuses on Wine Business

For current business model, the Turnaround Team 1 have not appointed new sales
agents yet due to tha reasons as explained in Section B.2.

The Company had planned to participate in future China International Wine Expo in
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Shanghal and other exhibitions like China International Wine & Food, I!'ltanmne Beijing
International Wine & Spirits Exhibition and China Faod &Drinks Fair in Changdu. By
participating in this trade fairs the Company will be in the position to promate rl_s
axisting and new products and from the participants’ feedbacks, the Company will
continue to develop suitable products for the China market

Due to travel restriction caused by COVID-18 pandemic, the Company has yet 10
attend any of the aforesaid exhibitions.

The company used to import Australian wines but since April 2021 China have
slapped a 218% import tariff on Australian wines and the company have to look for

altarnatives countries to import the wine for its business.

Currently the Company has set up online team 1 in order look into the possibility of
online sales but is still in the exploring stage This is due to online sales = very
competitive. In order to stand up among competitor, you need to set very low selling
price, some more the charges for using online sales platform is very costly. All these
will lead to very low profit margin. The Company has trned before but the result is not
good as expected. Nevertheless, the Company will keep on exploring this cniine sales
method.

ii.Turnaround Team 2 focuses on New Business from Malaysia

Currentiy the Turnaround Team 2 is reviewing and evaluating a new business and
have discussion with professional Advisors. The Team have preliminary evaluation of
trading in gloves but due to the challenging market have decided not to pursue furthar
as the ASP price of the gloves keep falling. The Team wil continue to look for
profitable and viable businass in the coming months. Currently the Team is reviewing
some tela-communication business and fund-raising exercse

The Company will seek the advice of professionals for in-depth studies and be guided
by any compliances raquired by Bursa Malaysia.

4. Profit forecast and guarantee
Mo profit forecasi or guarantee was previously announced and disclosed by the Group in
a public document.

5. Income tax charge

Mo provision for taxation as the Group has ncurred losses for the financial period ended
30 June 2022

6. Sales of unquoted investments and/or properties

Thare are no sales of unguoted investments and/or properties of the Group in the currant
quarter and financial period ended 30 Junea 2022

7. Purchase or disposal of guoted securities
No purchase or disposal of quoted securties by the Group in the financial perind anded

30 Jume 2022

8. Status of corporate propesals and utilisation of proceeds
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10.

.

There are no corporate proposals announced but pending computation as at the date of
this repor

Group borrowings and debts securities

The Group has no borowings and debls securities as at the reporting date of the second
guarter under review

Off-balance sheet financial instruments risks

As at the date of this report, there are no off-balance sheet financal instruments.

Changes in material litigation

As at the date of this report, the Group has not engaged in any legal procesdings which
may materially affect the financial position of the Group, and the Direclors are not aware
of any legal proceedings pending or threatened or of any fact likely o give rize to any
proceedings which might materially and adversely affect the financial pesiton or

business of the Group.

12. (Loss)Earmnings per share

13.

(LossWEarnings per share for 30 June 2022 and 30 June 2021 were compuled by
dividing the (loss)/profit net of tax and minority interests of the respective financial period
by the weighted average number of ordinary shares of 868 000 000 mach respectively.
There was no potential dilutive instrument as at 30 June 2022

Audit report of the Group's preceding annual and immediate financial statements

The Group's audited financial statements for the financial year ended 31 December 2021
were subjected to gualified opinion with material uncertainty related to going concern.

Pursuant to Paragraph 9.19(37) of the Main Market Listing Requirements of Bursa
Malaysia Securities Berhad ("Bursa Securnties”), and before our submission of the
Audited Financial Statements for the financial year ended 31 December 2021 [(AFS") of
CNOUHUA to Bursa Securities, the Board of Directors of CNOUHUA wishes to inform
that Messrs UHY Lee Seng Chan & Co,, the Extermal Auditors of CNOUHUA, had
qualified their report for the AFS of the Company in respect of other receivables on
Deposits. and had included an emphasize of matter to draw altention to the material
uncertainty related to going concern. The Company hereby sets out below the full details
of the gualifed apinion: -

(a) Key Audit Matter Disclosed In The External Auditors’ Report

The key audit matter disclosed is as follows; -

Basis for Qualfied Opinion

Included in trade and other receivables are deposits of RMB 118,800,000 reprasenting
80% of the tolal cash consideration price, which were made to Huangwu Subdistrict
Office, Zhifu District, Yantai City, People's Republic of China. As disclosed in Note 5 to

the financial statements, on 17 December 2013, the Group entered Into a contract to
purchage land, bulldings and ancilary facilities including 320KVA power distribution
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eqguipment, waler supply system, roads $urr1_::undrr_19 the factory and enc
{collectively known as “Assets”) for & cash consideration of RMB 132,000,000

The Extermnal Auditors have not been able to obtain sufficient appropriate audit evidence
to satisfy themselves of the extent of recoverability of the deposits of RMB 118,800,000
in the event that the transaction is not completed. Consequently, the External Auddtors
were unable to determine whether any adjustments to the carrying amount of depasits as

at 31 December 2021 were necessary.,
Material Uncertainty Related to Going Concern

The Group made full impairments to amount due from subsidiary and investment in
subsidiary amounting te RMBTE 272000 and RMBE0, 135,000 respectively The
impalrments were made due to the subsidiary continuous business losses due 1o loss of
major marketIn addition the discounted cash flow shows negafive losses. Thesze
conditions indicate the existence of a material uncertainty which may cast significant
doubt about the Group's and Company's ability to continue as a going concern. The
ability of the Group and Company to continue as a going concern is dependent upon the
continuing financial support from a director and shareholder of the Company. The
External Auditors' opinion is not further qualified in respect of this matter.

Key Audil Mattars

Key audt matters are those matters thal, in the External Auditors’ professional
judgement, were of most significance in their audit of the financial statements of the
current period These matters were addressed in the context of the External Auditors’
audit of the financial statements as a whole, and in forming their opinion thereon, and
they deo not provide a separate opinion on these matters. |n addition to the matters
describad in the Basis for Qualified Opinion section and Material Uncertainty Related to
Going Concern section, the External Auditors had determined the matters described
below fo be the key audit matters o be communicated in their report

i. Valuation of trade receivables (RME14.240 million) (Refer to Note § to the
financial statements)

The Group has significant trade receivables amounting to the RMB14.240 million. In
accordance with SFRS(I) @ Financlal Instruments, the Group is reguired to recognise
loss allowances on expecied credit losses on irade receivables. The determination of the
ioss allowances requires significant judgement and estmates lo delermine whether the
receivable is credit impaired, and the best esimate of the ulimate realisation of the
amounts receivable frorm customers.

Inappropriate judgements and estimates made in the impairment assessment would
result in a significant impact on the carrying amount of the trade receivables

Disclosure on the above significant management's judgement is provided in MNote 3. 2(a)
to the financial statements and further information related to the aged trade receivables
is in Mote 22(a) to the financial statements

Audit Rezponse
The External Auditors have reviewed the Group's estimation process used in
daetermining the amounts of loss allowance recognised on expected credit losses on

tfrade receivables.

The Group has a process to assess credil risk and to determine the amounts of loss
allowance to recognise on expected credit losses on trade receivables
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The External Auditors have also reviewed significant inputs to management's
assessment of the amounts of loss allowance recognised on expected credit losses, and
considered the reasonablaness of the inputs by reference to the recent credil review
assessmenis prepared by management. The judgements applied by management
around the recovery of receivables were relevant under the facts and circumstances
currently made available to the Group. Lastly, They assessed the adequacy of
disclosures in describing the areas of judgement and estimation uncerainbies Invohing
recoverability of the trade receivables.

They found the disclosures in describing the areas of judgement and inherent degree of
estimation uncertainties involved to be appropriate

il. Valuation of inventories (RMB 90.401 million) (Refer to Note & to the financial
statements)

The Group’s work-in-progress  invenfordes amounting to RMBB4.673 million represents
84% of the toial inventories. Thesa inventories relate mainly to the direct costs incurred

for wine produchion,

Management has estimated the net realisable value of the work-in-progress inventories
based on certam assumpbions relating to spoilage and obsolescence. Obsolescence
considerations include inventory aging profile, as well as different market factors
impacting the sale of these product lines,

Inappropriate judgement and estimate made in estimating the conditions and estimated
selling price would result in a significant impact on the net realisable value of the work-in-
progress inventories. Disclosure on the above significant judgement is made in Note
3.2(b) 1o the financial statemants and further mformation related to the write-down of the
inventories to its net realisable values = disclosed under MNote & to the financial
staternenis

Audit Response

The External Auditors’ audit procedures to validate the valuation of the inventories
included the performance of test of details on actual margins and valuation of obsolete
inventories, They assessad whather there are inventories which were scld with negative
margin by evaluating sales invoices issued subsequent to year end to validate
management's assessment and decision as © whather inventories nead to be adjusted
{0 their net reallsabie values.

Based on the work performed, they lound management's estimates 1o be reasonable.
They also found the disclosures in the financial statements to be adeguate.

lil. Impairment of property, plant and equipment (RME 29.505 million) Refer to
MNota 9 to the financial statements

Ag at 31 Decembar 2021, property, plant and equipment with carrying amounts of
EMB22.505 million consiituted approximately 15% of the total assets of the Group.

During the current financial yvear, the Group carried out a review of the recoverable
amgunt of its propery, plant and eguipment

The review process involves significant judgement in determining the appropriatée
valuation methods to be used, and in estimating the key underlying assumptions to be
applied.



These critical judgement and significant estimation are disclosed in Note 3 1(b) to the
financial statements,

Audit Responsa

Tha Extarnal Auditors' audit procedures focused on evaluating the appropnatenass and
adequacy of the impairment loss recognised for property, plant and eguipmant.

Based on their work performed, They assessed management's key assumptions and
review process to be reascnable.

They also found the disclosures in the financial statements to ba adequata.

iv. Allowance for impairment for non-trade amount due from subsidiary (RMB

76.272 million) and impairment of investment in subsidiary (RMB 60.135 million)
Refer to Notes 5 and 8 to the financial statements

As at 31 December 2021, the Company has investment in subsidiary with carrying
amount of RMB 80.135 million. During the current financial year, there are impairment
indicatars which require the Group to perform an assessment on the recoverable amaount
of the investment in subsidiary using a discounted cash flow medel for the next five years.

Basad on the result of the aszessment, the Company has fully impaired the investment
in subsidiary. Furthermore, the Company has amount owing from its subsiciary
amounting to RMB76.272 million. The management has assessad the future operating
and financial performance of the subsidiary to be unfavourable As a result, the
managament has fully impaired on the ameunt due from subsidiary

Audit Response

The External Auditors evaluated the reascnableness of the estimates and assumptions
in the discounted cash flow model

Based on their work performed, they found the significant estimates and key assumption
within the discounted cash flow model to be reasonable

They alsa found the disclosures in the financial statements to be adequate

(b) STEPS TAKEN OR PROPOSED TO BE TAKEN TO ADDRESS THOSE KEY
AUDIT MATTERS THAT RELATE TO THE QUALIFIED OPINION AND MATERIAL
UNCERTAINTY RELATED TO GOING CONCERN

i, Key Audit Matters that relate to the Qualified Opinion

There had been no substantial progress on the Transfer since last announcement made
on 28 April 2022 The Municipal Bureau of Land and Natural Resources had coordinated
with the relevant local government departments to resolve the historical land property
rights related issues according to the procedures prescribed by Department of Maiural
Resources of Shandang Province

The issue faced which has caused the delay in the Transfer procass was the difficulty 1o
determine the reasonable price for the Transfer so as not to cause losses to the state-
owned property. In addition, the Transfer was also subject to compliance with the current
relevant laws and regulations which did not exist at the time of acquisition of the property.
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There was no confirmation given by any of the government afficer on t_he completion
date of the Application. Thus, the Board is unable to ascertain the completion date of the

Transfer

China Ouhua will proactively follow up with the ralevant government authorities of the
PRC to ensure the land title ownershig is transfered to Yantai Ouhua.

i Key Audit Matters that relate 1o the Material Uncertainty Related to Going Concern

Management of the Company had made many gfforts 1o improve the sales revenue, but
ihe wine markst in Chirna remains highly competitive and the prolonged mpact of the
COVID-18 pandemic had further impacted the Company's operating result. Despite that,
the Company has sufficient cash and relatively good basic business. With many years of
operating experiences in the wine industry, Management was of the view that thare is nNo
sk of continuing its oparations.

As al FY 2021, China Ouhua had cash and cash equivalent amounting to RMB 23.83
million with no external borrowing. Total current assets was RMB 165.28 million and total
current liabdity was RMBS5.48 million. Therefore, China Ouhua is confident that its
existing financial standing is sufficient to finance its working capital requirements for the
next 24 mornths.

The Managerment will continue to work hard 1o improve the sales revenue. In view of the
prolonged COVID-19 pandemic, the Company will be facing challenging times ahead.
However, the Managemant is confident to lead the Company to a new era in diversifying
into importation of overseas wine to market in new areas and online businass.

The Management had placed extra effort in the collaction of trade receivables particulary
on those which has fallen due, Management team with the help of lawyers had
successfully negotiated a settlement plan with those customers who has long
outstanding amourt owing to the Company. Currently, the Management s regssessing
the customer credit terms and would stop selling to customers who are not able to mest
the 80 days cradit terms.

(¢) Timeline For The Steps Referred To Sub-Paragraph (b) Above
i Timeline for the Steps for Qualified Opinion

There was no confirmation given by any of the government officer on the completion
date of the Application. Thus, the Board is unabie o ascertain the completion date of the
Transfer. China Ouhua will proactively follow up with the relevant government authonties
of tha PRC to ensure the land title ownership to be transferred to Yantal Ouhua. Barring
any unforeseen circumstancas, the Board is of the view that the whole process should
be able to complete within six (6) months from 28 April 2022

i. Timeline for the Steps for Material Uncertainty Related to Going Concarn

The Company would proactively identify new businesses to be developed and targeted
to be in operation during the financial year ending 2022



