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Definitions

BE

“AGM”

“Articles of
Association”

“associate(s)”

“Audit Committee”

“Board”

“Cayman Islands

Companies Law”

“Chengdu Lease
Agreement”

“Chengdu
Yueyihai”

“China” or “PRC”

“Companies
Ordinance”

“Company”

the annual general meeting of the Company to be
held in Shanghai on Friday, 21 May 2021 at 10:00
a.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

the Companies Law, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands,
as amended, supplemented or otherwise modified
from time to time

the lease agreement dated 6 July 2018 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&HESEE AR
‘AF]), a limited liability company incorporated 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

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. (F&E/&EFR
ERREBR2AF]), an exempted company with limited
liability incorporated in the Cayman Islands on 18
October 2013

EREERIZERBMR AT Yihai International Holding Ltd.
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“Controlling
Shareholders’

“Corporate
Governance
Code”

“Director(s)”

“Financial
Statements”

“Framework Sales
and Purchase
Agreements”

“Group”

“Haidilao”

“Haidilao
Customized
Products”

“Haidilao Group”

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, (the executive Director and
spouse of Mr. Zhang Yong) and ZYSP YIHAI Ltd

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 2020 as audited
by PricewaterhouseCoopers

collectively, the hotpot soup flavouring products
sales agreement dated 6 July 2018 entered into
between Yihai Shanghai 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 6 July 2018
entered into between the Joint Venture and Yihai
Shanghai in relation to the sales of Small Hot Pot
Products by the Joint Venture to Yihai Shanghai
and its subsidiaries

the Company and its subsidiaries

Haidilao International Holding Ltd., whose shares
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 formulas owned by Haidilao Group
for use in its hot pot restaurants

Haidilao and its subsidiaries
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Definitions

BE

“Haidilao Master

the master sales agreement dated 6 July 2018,

Sales Agreement” entered into between Yihai Shanghai and

“Haidilao Retalil
Products”

HHK$”, “HKDH or
“HK dollars”
and “cents”

“Hong Kong”

“Jingyuan
Investment”

“Joint Venture’

“Latest
Practicable
Date”

Singapore Haidilao, each for itself and on behalf
of its subsidiaries, in relation to the supply of
Haidilao Customized Products and Haidilao Retail
Products by the Group to the Haidilao 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 Haidilao Group hot pot restaurants,
which are the same products as those sold by the
Group through independent third party distributors

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 RREEMRAQE), a limited liability company
incorporated in the PRC on 13 March 2009, which
is held as to 68% by Mr. Zhang and Ms. Shu
(the Controlling Shareholders), 32% by Mr. Shi
Yonghong (the executive Director) and his wife

Fuhai (Shanghai) Food Technology Co., Ltd.* (B8
(£38) &a@RHE AR F)), a company incorporated
in the PRC and a 60% owned subsidiary of the
Company

13 April 2021, being the latest practicable date
prior to the printing of this annual report for the
purpose of ascertaining the information contained
herein

EREERIZERBMR AT Yihai International Holding Ltd.
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“Leda Haisheng”

“Listing Date”

“Listing Rules”

“Macau”

“Model Code”

“Nomination
Committee”

“Non-competition
Undertaking”

“Prospectus”

“Remuneration
Committee”

“Renminbi” or
“RMB”

HRSU”

Shanghai Leda Haisheng Enterprise Management
Consulting Co., Ltd.* (bS8 E B4+ P EEEAN
HBR‘A ), a limited liability company incorporated
in the PRC on May 23, 2017, which is held
as to approximately 62.70% by Beijing Yihan
Consulting Management Co., Ltd.* (It B &
HEEAR DT, a company controlled by Mr.
Zhang Yong and Ms. Shu Ping and approximately
14.85% by Mr. Shi Yonghong

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

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

the Macau Special Administrative Region of the
PRC

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

the nomination committee of the Board

the non-competition undertaking entered into
between the Company and the Controlling

Shareholders on 25 June 2016

the prospectus being 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
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Definitions

BE

“RSU Scheme”

“SFO”

“Share(s)”

“Shareholder(s)”

“Shuhai Purchase
Agreement”

“Shuhai Sales
Agreement”

“Shuhai Supply
Chain”

“Shuhai Supply
Chain Group”

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

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

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

shareholder(s) of the Company

the purchase agreement dated 10 June 2019
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

the sales agreement dated 6 July 2018 entered
into between Yihai Shanghai 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.* (& (tR) HEHEEERFREMTLT), a
limited liability company established in the PRC
on 3 June 2014 and is held as to approximately
45% by Leda Haisheng, and 27.56% by Jinghai
Investment

Shuhai Supply Chain and its subsidiaries

EREERIZERBMR AT Yihai International Holding Ltd.
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“Shuhai
Warehouse

Storage Service

Agreement”

“Sichuan Haidilao”

“Sichuan Haidilao
Group”

“Sichuan Haidilao
Warehouse

Storage Service

Agreement”

“Singapore
Haidilao”

the warehouse storage service agreement dated
6 July 2018 entered into between Yihai Shanghai
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. (0)I[;8&#%
EBHRMAERDF), previously known as Sichuan
Jianyang Haidilao Catering Co., Ltd. (F9JI| &5
TEEKBEREREMTLT) a limited company
incorporated 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. Li Haiyan (Zi§3#k),
8% by Ms. Shu Ping, 8% by Mr. Shi Yonghong (i
XKZ), 0.20% by Ms. Yang Lijuan (#%8), 0.10%
by Mr. Yuan Huaqgiang (RZ7&), 0.10% by Mr.
Gou Yiqun (BJ&E¥), 0.06% by Mr. Chen Yong (BR
B) and 0.04% by Mr. Yang Bin (#8), and its
predecessor (as the case maybe).

Sichuan Haidilao and its subsidiaries

the warehouse storage service agreement dated 6
July 2018, entered into between Sichuan Haidilao
and Yihai Shanghai, each for itself and on behalf of
its subsidiaries, Sichuan Haidilao Group agreed to
provide warehousing facilities and related services,
including sorting process management, stocktaking
and other logistics services, to the Group for
products we sell to Haidilao Group

HAI DI LAO HOLDING PTE. LTD., a private
company limited by shares incorporated in
Singapore and is a wholly-owned subsidiary of
Haidilao
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Definitions

BE

“Small Hot Pot
Products”

“Stock Exchange”
“subsidiary” or
“subsidiaries”

“Yihai (China)”

“Yihai Shanghai”

“ZYSP YIHAI Ltd”

“US dollars”,
“USD” or “US$”

H%”

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

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the
Listing Rules

Yihai (China) Food Co., Limited (E&i& ()
BMAMRADT), a company with limited liability
incorporated in Hong Kong on 6 December 2013
and an indirectly wholly-owned subsidiary of the
Company

Yihai (Shanghai) Food Co., Ltd. (88 (Li8) BRAE
FRx 7)), 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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BOARD OF DIRECTORS
Executive Directors

Mr. Shi Yonghong (Chairman)

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

Ms. Shu Ping

Mr. Zhao Xiaokai Nt

Non-executive Directors

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. Shi Yonghong (Chairman)

Mr. Qian Mingxing
Ms. Ye Shujun

Note:

With effect from 25 August 2020, Ms. Dang Chunxiang resigned from her
positions as an executive Director and vice president of the Company and
Mr. Zhao Xiaokai was appointed as an executive Director. Please refer to the
announcement of the Company dated 25 August 2020 for details.
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Corporate Information

REER

JOINT COMPANY SECRETARIES

Mr. Sun Shengfeng
Ms. Chan Yin Wah

AUTHORIZED REPRESENTATIVES

Mr. Sun Shengfeng
Ms. Chan Yin Wah

AUDITOR

PricewaterhouseCoopers

Certified Public Accountants and Registered PIE Auditor

LEGAL ADVISER

Davis Polk & Wardwell

REGISTERED OFFICE

P.O. Box 31119 Grand Pavilion
Hibiscus Way

802 West Bay Road

Grand Cayman

KY1 - 1205 Cayman Islands

CORPORATE HEADQUARTERS

Room 1810

No. 2500 Zhenbei Road
Putuo District
Shanghai, PRC
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PRINCIPAL SHARE REGISTRAR AND TRANSFER AGENT IN

THE CAYMAN ISLANDS

Suntera (Cayman) Limited
Suite 3204, Unit 2A

Block 3, Building D

P.O. Box 1586

Gardenia Court

Camana Bay

Grand Cayman, KY1 - 1100
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
40th Floor, Dah Sing Financial Centre

No. 248 Queen’s Road East
Wan Chai, Hong Kong

HONG KONG SHARE REGISTRAR
Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East
Wanchai, Hong Kong

INVESTOR RELATIONS
E: tzzgx@yihchina.com
WEBSITE
www.yihchina.com

STOCK CODE

The Stock Exchange of Hong Kong Limited: 1579

Corporate Information
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Suite 3204, Unit 2A

Block 3, Building D

P.O. Box 1586

Gardenia Court

Camana Bay

Grand Cayman, KY1 - 1100
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Five-Year Performance Review

HEREEE

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR

LOSS AND OTHER COMPREHENSIVE INCOME

HRGERER A2 ER

(RMB’ 000) (AR®F )
Year ended 31 December
HZE12A3ALEE
2020 2019 2018 2017 2016
20204 20194 20184 20174 20164
Revenue 9N 5,360,021 4,282,488 2,681,373 1,646,221 1,088,014
Gross profit EA 2,090,110 1,641,400 1,038,897 611,806 416,942
Profit before income tax BRETERA0ER 1,352,183 1,093,620 730,501 369,080 255,089
Profit for the period HRER 982,861 795,005 547,904 261,090 186,720
Profit attributable to: BT AL EEAEER
- Owners of the Company o YNGiEZ=PN 885,222 718,634 517,793 260,670 186,720
CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION LGS BR A&
(RMB’ 000) (AR®F )
As at 31 December
®12A831H
2020 2019 2018 2017 2016
20204 20194 20184 20174 20164
Non-current assets FRBEELE 1,457,298 957,764 580,875 288,071 165,874
Current assets TEEELLE 2,830,036 2,353,987 1,881,164 1,518,620 1,257,792
Total Asset EREBE 4,287,334 3,311,751 2,462,039 1,806,691 1,423,666
Capital and reserves attributable A RHEA AEEERR
to owners of the company E4] 3,205258 2,613,849 2,005,190 1,501,389 1,266,205
Total Equity R 3,513,587 2,728,147 2,039,721 1,505,809 1,266,205
Non-current liabilities Fheasas 68,103 26,742 = = =
Current liabilities TEEEEEE 705,644 556,862 422318 300,882 157,461
Total liabilities SEaRm 773,747 583,604 422,318 300,882 157 461
Total equity and liabilities BERREELR 4,287,334 3,311,751 2,462,039 1,806,691 1,423,666

12 mEsEmERAERSE Yiha International Holding Ltd.



In 2020, the sudden outbreak of the COVID-19 pandemic brought
enormous challenges to many industries, including the catering
industry, the business of our related parties fell drastically. During
the pandemic period, household consumer products such as hotpot
soup flavouring products, compound condiments and convenient
ready-to-eat products recorded obvious growth in demand, which in
turn, boosted the sales amount of the Group.

In 2020, the Group continued to intensify organizational reforms,
and upgraded the management and incentive mechanisms. During
the past year, we nurtured a pool of capable middle management
talents in reserve as our important objective of organizational reforms,
with a view to stimulate internal organizational vitality continuously,
and to screen and nurture talents. For example, during the year, we
began to implement the regional leader system on the basis of the
original partnership mechanism, each of the regional leaders shall be
responsible for centralized coordination and management of research
and development, sales, promotions and related matters within their
own regions. Moreover, we have also extended this mechanism from
the sales system to the supply system, the head of factory and its core
team shall be responsible for the overall product quality, customer
complaints and output of the factory, and the innovation, optimization
and target achievement of their work will be linked to remuneration.
We hope that through continuous reforms of the management and
incentive mechanisms, reserve talents with management thought and
helicopter view will stand out from the crowd.

In addition, we have also improved the establishment of the supply
chain system continuously and optimized supply costs. On the one
hand, we have been planning persistently to build a production base
covering most regions in China, while on the other hand, we combine
all regions where our factories are located and the characteristics of
the products produced to establish a number of regional industrial
centres gradually, ancillary industries are also introduced to locate in
the surrounding areas of our self-owned factories in order to shorten
the length of supply chain and lower the costs of transportation and
logistics.

Research and development of products have always been one of our
most highly emphasized development strategies. In 2020, we have
launched a number of new products of different segmental categories
and for different consumption scenarios to enrich our existing product
portfolio. Meanwhile, we have also highly emphasized the continuous
optimization of the relevant system for the research and development
of products, with a view to stimulate more creative ideas and facilitate
the launching of new products.

Chairman’s Statement
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Chairman’s Statement

EERWEE

During the past year under review, our management knew very well
that solving a problem may bring new problems at the same time. In
future, we may encounter plenty of problems that need to be resolved
urgently in the course of our operation and management. For instance,
production needs arise with our increasingly diversified products, the
unstable production capacity for multi-categories of products has been
affecting our business development and satisfaction of our distributors.
Although organizational reforms have improved the competitiveness
of middle management staff, increased flexibility of the mechanism
and prevented the occurrence of internal monopoly, there are also
deficiencies. For example, the overall planning of nationwide and even
global supply chain and the actual implementation plans are not clear,
and the responsibilities of verification, analysis and marketing plans
for fast moving consumer products are not well defined. Moreover, the
“multi-brand” strategy has not achieved effective stage progress at
the moment. Despite in 2020, we have been exploring marketing plans
for sub-brands with a view to enhance the market influence of brands,
however, the sub-brands such as Magic Cook (B2 /)N&) may not be
able to realize our expected promotional impact and market awareness
in the near future. The issues mentioned above are only a small part
of our many problems, our management has an important mission to
pursue in the long run.

Looking ahead in 2021, as the COVID-19 pandemic will be under
more effective control, it will be hopeful to release consumer demand
for upgraded categories. The Group will continue to enhance
organizational structure adjustments, improve the evaluation incentive
mechanism, keep on building the supply chain and pursue research and
development of new products. On the one hand, we will be focusing
on market environment and consumer demand, consolidating our core
product categories persistently, expanding the categories of segmental
products continuously and concentrating on the creation of regional
product categories. On the other hand, the Group will keep on building
the supply chain, supplement and optimize the layout of production
capacities in our factories, accelerate the formation of industrial parks
and overseas factories, in order to lay a solid foundation for the rapid
development of the Company and for lowering costs and increasing
efficiency. Furthermore, the Group is planning to pursue more proactive
brand marketing promotions to further implement the multi-brand
strategy.

In the coming year, we will face our own problems positively,
attempting to optimize and make improvements continuously so as to
provide customers with more satisfactory products and create better
quality results for our shareholders.

EREERIZERBMR AT Yihai International Holding Ltd.
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Management Discussion and Analysis

2020 PERFORMANCE REVIEW

In 2020, the outbreak of COVID-19 pandemic has spread throughout
the world and severely disrupted the global economy, which caused the
external environment to be more sophisticated and severe. In general,
China has attained remarkable results in coordinating the pandemic
control and protecting public wellbeing in 2020. The operation of
economy rebounded steadily, while employment and public wellbeing
were guaranteed and the completion of the major goals of social
development achieved better than expected. In early 2020, catering
service market was affected significantly by the pandemic, which
caused a severe burden in operation. Nevertheless, along with the
effective performance of “normalized” pandemic protection, the
catering industry has also gradually recovered. By contrast, compound
condiment and convenient ready-to-eat food industry have both
experienced accelerating demand growth in the first half of 2020,
benefiting from the “Stay-at-Home Economy” brought by the pandemic
control, however, those demand gradually declined toward the second
half.

In 2020, the Group’s major businesses focused on supplementing
and optimizing the supply capabilities persistently, continuous
development of efficiency of sales channels, improving and enhancing
the management structure and incentive mechanism continuously.
For the year ended 31 December 2020, the revenue of the Group was
RMB5,360.0 million, representing a year-on-year increase of 25.2%;
net profit was RMB982.9 million, representing a year-on-year increase
of 23.6%.

In 2020, through further rebuilding the optimization of management
structure, nurturing middle-level management teams and strengthening
the incentive efficiency of each business lines, the Group has also
obtained a stable growth in the third-party sales results. Meanwhile,
with the benefit of focusing on research and development of new
products, the Group has developed a total of 55 new products
throughout the year of 2020.
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Management Discussion‘and Analysis

EEEWREDN

In addition, the Group put the focus on replenishing and optimizing the
supply capacity in 2020. In 2020, Phase | of new production base in
Bazhou, Hebei Province has been completed and formally commenced
operation during the year. The construction work of production
base in Luohe with planned productivity of 100,000 tonnes in Phase
I, has commenced in March 2020, and is expected to commence
operation in July 2021. The plant project in Zhaoqging, Guangdong
has reached the stage of construction plan in the second half of 2020,
that covers an area of 30 mu with 2 workshops. It is planned that the
plant will commence its operation in May 2021 with 48,000 tonnes
of productivity. The Group entered into a land acquisition agreement
with the government of Jianyang, Sichuan Province in April 2020 and
commenced the construction and planning in the second half of 2020.
Apart from the addition of production bases, the Group has also put
a focus on the technology research and development of production
side. 9 automated production lines of north workshops in Bazhou base
have been fully utilized during the year, which significantly enhanced
our efficiency, streamlined our staff and strengthened our food safety
standards.

In terms of overseas production capacity expansion, the joint venture
factory in Malaysia commenced production in early 2020 and the
land acquisition agreement in relation to the Thailand factory was
concluded. The Thailand factory is now in the overall planning stage
and is expected to commence construction in 2021. The construction
of overseas factories is expected to alleviate the demand for overseas
business expansion and optimize the supply cost of overseas business.

EREERIZERBMR AT Yihai International Holding Ltd.
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Management Discussion and Analysis

BUSINESS REVIEW

In 2020, the global economy became even more sophisticated and
severe. As a firm in consumer goods, Yihai has experienced an
extraordinary year due to the sudden hit by the pandemic. Firstly, the
business of sales to related parties has experienced a sharp decline
to negative growth resulting from the significant impact on catering
industry during the outbreak of COVID-19 pandemic in the first half
of the year. Along with the effective implementation of normalized
control on the pandemic in the domestic China, clustering economic
activity in China has gradually resumed while the catering industry has
also slowly recovered. However, the overall sales to related parties
were underperformed as compared with the growth level before the
pandemic. On the other hand, benefiting from the home quarantine
policy during the early period of the pandemic, the sales of retail
products of the Group had experienced a higher-than-expected growth
in a short run. The demands of family cooking and convenient ready-
to-eat food products had turned back to normal level as the catering
consumption recovered in the second half of the year. For the year
ended 31 December 2020, the revenue of the Group was RMB5,360.0
million, representing a year-on-year increase of 25.2%; net profit was
RMB982.9 million, representing a year-on-year increase of 23.6%.

Facing the sudden outbreak of the pandemic, the Group has promptly
responded to the government’s call and adopted proactive measures
towards the pandemic control. On 23 January 2020, the Group
established a headquarter for pandemic prevention and control and,
coordinated employees from different departments in the organizational
structure. We clearly differentiated the responsibilities of different
management structures in terms of regions and departments, while
implementing a strict supervision towards our staff’'s health and a
reporting system. In addition to the collection of health information of
our employees, the Group has established an all-staff promotion for
pandemic prevention and control according to the expert advice. At
the same time, as the resumption of working and production during
the pandemic, the Group advocated the guideline principal to “put
employees’ health and safety on top and never leave them behind” and
focused on the protections on anti-pandemic prevention, resources,
living security and salary as our major tasks to properly take care of our
employees. In response to the large demands of convenient ready-to-
eat food products due to the pandemic, the whole management of the
Group led our staff of the production plants to make their best effort to
accelerate the recovery of our productivity, so as to promptly export
quality products to markets. Furthermore, the Group has also quickly
established a mental consultant team to proactively communicate
with employees and relieve their worries and fear suffered from the
pandemic.
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Management Discussion-and Analysis

EEEWREDN

SALES CHANNELS

The Group continued to be the supplier of hot pot condiment products
to Haidilao Group, one of our related parties, while at the same
time, it also provided cooking condiment solutions to Chinese family
cooking customers, catering service providers and companies in the
food industry. As of 2020, 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 sales to third-party distributors has covered totally 31
provincial regions in China and Hong Kong-Macau-Taiwan regions and
49 countries and regions overseas.

Expansion and penetration of third-party channels have always been
the most important sales strategy of the Group. The core tasks of the
Group in 2020 were to expand the channel coverage in county level,
enhance the existing individual products with strong performance,
increase the quantity of listed products in sales points, innovate new
product sale model and enhance the channel satisfaction.

In terms of specific measures, the Group had set satisfaction of
distributors and end-points as the starting point and conducted
process indicator assessments to the first-tier sales (“Partner(s)”), such
as indicators of monthly inventory level of distributors; implementation
efficiency of cost investment; logistic satisfaction level of end-sales
points; and display performance of end-points, which aim at enhancing
sales results of channels and ensuring the relevant indicators were in
orders.

EREERIZERBMR AT Yihai International Holding Ltd.
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Management Discussion and Analysis

In the second half of 2020, the Group had conducted an optimizing
adjustment to the internal management structure, such as establishing
the system of “regional managers”. “Regional manager” system
further reorganized the Company’s sales and product research and
development teams to categorize the most important products in
the business lines of the Company into over 30 small regional teams.
Regional manager is responsible for leading the teams to explore
the business potential in terms of supply complement, new product
research and development, product marketing, and to boost the
product opportunity with regional characters, enhance the focus and
effectiveness of marketing activities, complement the optimization of
regional supply efficiency, and in turn intensify the channel development
of different regions. Different from the previous regional management
system that only managed sales business, the establishment of regional
manager can cultivate quality middle-level management talents with
unified thinking mindset of production, research and development and
marketing, and further enhance the incentive of first-tier employees and
spread the culture of concentration.

In 2020, the number of branch storage area increased to 10 by
continuously enhancing the logistic efficiency through increasing the
utilization of branch storages in multiple areas. This measure allows
us to shorten the delivery cycle, increase the distributors’ flexibility in
orders and effectively mitigate the level of channel inventory and ensure
the control of channels. Furthermore, the improvement of channel
efficiency also improved the production date and freshness of end
products and better display of products.

Moreover, to further ensure the display and sales of key accounts (KA),
the Group continued to expand “zero inventory” in hypermarkets. “Zero
inventory” replaced the previous method of delivery from distributors
to key customers’ hypermarket, the goods would be delivered directly
from our branch storage to the warehouse of the hypermarket, aiming
to reduce the number of logistic nodes and save delivery charges.
While the specific distributors would be incentivized, the freshness
of the products delivered to the supermarket would be improved. A
number of branded hypermarket distributors are currently enjoying
“Zero Inventory” direct delivery policy, and this policy also benefits
individual e-commerce platform customers.
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Manage