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Financial Highlights

BT 75 1 &

2014 2013

—E-mF T —=F

FE FE

Continuing Operations RMB’000 RMB’000
BERSEEL AR¥ET T AR T T
Revenue ] 294,649 477,657

Cost of Sales & KA (184,417) (246,066)
Gross Profit EH 110,232 231,591

Selling & distribution costs HERDHASXZ (144,544) (295,024)

Administrative expenses THER (37,810) (58,583)

Loss from operations EIEREE (113,711) (136,189)
Taxation 18 - —

Loss attributable to equity shareholders EmFHAAEEEE (115,541) (136,891)
Loss per share (RMB yuan) REAREEB(ARE L) (0.039) (0.047)
Gross margin FEH = 37.4% 48.5%
Net loss ratio FEEE -39.2% -28.7%

Revenue by Product Category
WA R E B A

87.0%

83.8%

9.0% | _

2H2014
(RMB’000) —E_mF
(AR T T) T¥EF
4 )
Shampoo & hair-care products 126,991 129,483 206,146 194,301
‘ HEBEEER
Skincare products 7,488 6,596 14,486 19,941
EEER
Other household and
personal care products 18,481 5,610 16,280 26,503
HitRABAEEREER
Tﬁo%—al_l 152,960 141,689 236,912 240,745
\ J
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Revenue by Brand

LON:3.n) - ag

77.8%

Financial Highlights
MERE

67.7%

11.1%

16.9%

2H2014
(RMB’000) —E—NE T TF—WF
(ARETF ) TyE | LgE
%55%3”9 122,510 106,699 170,494 152,986
Royal Wind 14,257 18,574 33,920 46,719
ERE
. Herborn 5,574 5,447 18,565 19,018
REE
. Litao 8,704 9,820 17,873 21,213
EE
& , Smerry
u B A 1,915 1,149 1,045 809
Total (Note 1)
‘ A (1) 152,960 141,689 236,887 240,745 )
Note: M
1. Since there was no sale of Dr. Gao hand-wash liquid recorded in the first half of 1. PR - E—=FLt¥EFER_ZT—NF2

2013 and the full year of 2014, the total amount in the second half of 2013 did not
include the revenue generated from the sale of Dr. Gao hand-wash liquid in the
second half of 2013 (amounting to RMB25,000) for comparison purpose.

FEULEREEBEERFROBEE  Bik
ABXKATEE RZTE—ZFTEENA5
SHEFAEEREREERFROBERA
(9 AR #25,0007T) ©
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Corporate Information
/NEEIR= 9=
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Executive Directors
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WAN Yuhua
CHEN Zheng He
(Appointed on 20 October 2014)
WONG Sin Yung cra

Independent non-executive Directors
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CHEN Kaizhi
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(Appointed on 20 October 2014)

E=E
RITEE

BREUR (/%)

BEE

PR IE #5
(R=_F—NFE+H=-+HEZL)

mEWRora
BIUAFRTES

ZR 12 1& 18 1= Php, cPA, FoCA, FCIS, FCS (P.E)
T NiE

PR FA X
(R-—F—MFENA=1THEFHT)
oR 4R

(R-F—MFE+—A1+=HEZ(F)

BEREES

ERE &1 1 prp, opa, Foca Fois, FesPE) (/&)
TNE

PR FA X
(R-F—MFENA=1THEFHT)
oR 4R

(K=F—me+—F+=ARE)

HWEES

TE(FE)

BExE

B FH A5
(R=ZF—pFENA=+HET)

BRIZ 1B I pnp, cPa, Foca, Fois, Fos (PE)

(R-F—NEFE+A-+HEZE)

REZES

PR BRR (£ /%)

T iE

B FH A5
(R=ZF—pFENA=+HET)

BRIZ 1B I pnp, cPa, Foca, Fois, Fos (PE)

(R-F—NEFE+A-+HEZE)
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Company Secretary

WONG Sin Yung cra

Authorised representatives

WAN Yuhua
WONG Sin Yung cra

Registered office

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

Principal place of business in the PRC

6/F, 181 Tangle Road
Tangyong Village, Xinshi
Baiyun District
Guangzhou

510410

PRC

Place of business in Hong Kong

Suite B, 16/F
Ritz Plaza

122 Austin Road
Tsimshatsui
Kowloon

Hong Kong

Corporate Information

LFAEH
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BLE
=HE M ora

AMmREE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
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PR EEERMBE
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HE®E
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Corporate Information

LFRHA

Hong Kong branch share registrar and
transfer office

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Cayman Islands principal share
registrar and transfer office

Codan Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

Auditors

SHINEWING (HK) CPA Limited
43rd Floor, The Lee Gardens
33 Hysan Avenue

Causeway Bay

Hong Kong

Legal advisor on Hong Kong law

PETER YUEN & ASSOCIATES

(IN ASSOCIATION WITH FANGDA PARTNERS)
30/F, One Exchange Square

8 Connaught Place

Central, Hong Kong

EREZBELE

EARPRESFELERAT

&5

1F

2R KEBEHRI183E
A ML

17117121716 E

FEHERZTBFERAE

Codan Trust Company (Cayman) Limited

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

¥ BL R

EKFM(ER)GHMEBMAR QA

s
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BBAERED
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Company’s website

www.bawang.com.cn

Stock code

01338

Principal bankers

The Hongkong and Shanghai Banking
Corporation Limited

1 Queen’s Road Central

Hong Kong

Bank of China Limited
1073 Jichang Road
Guangzhou 510180
PRC

Corporate Information

LFAEH
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www.bawang.com.cn
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Chairman’s Statement
FEHETE

Dear shareholders of the Company,

On behalf of the board of directors of BaWang International (Group)
Holding Limited (the “Company”), | present the audited annual
results of the Company and its subsidiaries (collectively, the “Group”)
for the year ended 31 December 2014.

The Board reports that the total revenue of the continuing
operations of the Group for the year ended 31 December 2014
was approximately RMB294.6 million, representing a decrease by
approximately 38.3% from approximately RMB477.7 million in
2013. The operating loss from the continuing operations of the
Group for the year ended 31 December 2014 was reduced to
approximately RMB113.7 million, representing an improvement by
approximately 16.5%, as compared with the operating loss of
approximately RMB136.2 million in 2013.

For the year ended 31 December 2014, the net loss from the
continuing operations of the Group narrowed to approximately
RMB115.5 million, as compared with the net loss of approximately
RMB136.9 million in 2013. The Group was able to optimize its
resources, resulting in a decrease in net loss from the continuing
operations as compared with 2013.

Loss attributable to owners of the Company improved to
approximately RMB116.5 million as compared with the
attributable loss of approximately RMB143.5 million for 2013.

For further information on the operating performance of the
Group, please refer to the Financial Review section of this annual
report.

During the year under review, the Group continued to implement
stringent cost control measures. The successful implementation
of the ongoing value-chain-oriented business model has enabled
the Group to improve the operating results of the continuing
operations by reducing the selling, distribution and administration
costs in the amount of approximately RMB171.3 million for the
year ended 31 December 2014, as compared with those in 2013.

ENEHNARTZRE :

AAERXRBIBR(EE)ZERAR
AA([ARADZEFS AE2EBER
ERARFLREMB LA (SHEIAE
BBz —_ZF-0OF+-_A=+—H
TFEENRERFEES -

EEEREAEEHEE T —NFE+
A=+ HLEFERNBERKEER
MEEBHAEARB2LU6EE T &
—E—ZHFRBPHAREATITTAEE T
BT #4383% - AEEBEHZE —F —
WME+—_A=Z+—BILFEHEHE
KEEBNEEFEBREZNAAR
B37TEE T RZE—=—FRHBL
BEEBOAREI62AETHETL
16.5% ©

AEEHZ_Z—NFF+_A=+—
HIFFERSHRELEEBENEEIE
WEZ28HABARBI1I5568BE L M
TE-ZFRPRESFEENARE
1369B B L ASBEEEBLER &
BREXEBIFEBER_ZT—=F R H
B e

RAFRBEBAEBEFABERZEL
ARE165AEB T M_T—=FE
FIEAS IS M F AEELNARKE1435
BET-

AR AEBEREXEFAEN  F2H
AREERENGVHLER S -

REBEFERN  AEBAEBRITEREDN
ARG TR KN EBERABERSE
ANEBERASBE_T-—NF+=
A=zt HALFEMNHERDHRAX
MITHRER W _T—=FRAHMMEL
BENARBITIIAE T M<K
SENEEARELLRBIRERE -
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Looking forward, we focus on two areas to drive the strategic
directions to sustain and develop our business in the midst of a
volatile business environment. In the short run, the Group intends
to continue building up a management team with strong
experience in both domestic and global HPC sectors, to regain
the sales growth momentum and profitability, and to improve
investors’ confidence on the Group. In the long run, the Group will
continue to focus on strengthening the business model and
positioning to acquire market shares from domestic and
international competitors, maintaining a multi-brand and multi-
product strategy in HPC sectors, and becoming a leader in the
branded Chinese herbal HPC products.

On behalf of the Board, | would like to take this opportunity to
express our gratitude to all Shareholders, customers, suppliers,
banks, professional parties, and employees of the Group for their
continuous patronage and support.

CHEN Qiyuan
Chairman

Hong Kong, 31 March 2015

Chairman’s Statement

FEBRES
ERW - ENIRERA M BB E 2
Iai‘ﬁqﬂ MRMERBMES B8

MEFREMITE SAEHMS X5 E
BMESTRERNIMNEEZRREREAZE
BITERVEELBRNETERK - k&
HERZBEMBNE L NKERHA
REEHAEBNEL RERPEME -
AEEKEEZERERER RTEA - K
BT IHAE B R KD EERINEF
F REBEZRELA(EAEEERMERE
mMERENEERBREKABERPE
BREREAEEEREETEDLE -

ERLEE ARRESFERATHAER
EXBAEENEZRBEER TP #E

BeRIT BEALFEES  BUARL

R E o

R BUR

TE

EA —E—RHF=A=+—H
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Management Discussion and Analysis

B E R Mo

Business Review

The Group always makes use of popular events and festive
seasons for carrying out marketing campaigns and promotions to
publicize its branded products. During the World Cup football
tournament finals in June 2014, the Group seized the opportunity
to further promote the Bawang anti-hair fall shampoos with its
benefits to help relieve the hair-falling problems which might be
caused by insufficient sleep, along with the on-going promotion
slogan “Never fear of hair-loss, use Bawang shampoo (1Bt 5% -
A% T)". We also carried out the campaign “Shampoo for love
(BEYE—IX58)” during the major festivals in China. Mr. Jackie
Chan continued to be the brand ambassador of Bawang
shampoo during the year under review. As at 31 December 2014,
the Bawang brand distribution network comprised approximately
481 distributors and 34 KA retailers, covering 27 provinces and
four municipalities in China. Furthermore, products of the Group
were also sold in Hong Kong, Singapore, Thailand, Malaysia and
Indonesia.

7% B B

AEBERNBRTEMN NE B KA
REHLIPLEEREER  —T— 1
FRNAUERMN B RBRAENR  N&
BAENEE EARBEEQSRMEM
E RABIIRERBERAEKE
PREBRAEABAEEANERER
HBERER N EMSI LR RERRE - #
MEETFEAENTIEHRERIAE
H—RBEINES - REEFER - K
REEHBEETFEEIAEZEKOMER
FEARZTE-—WE+-_A=+—8"
BIREo#EBRBBREAN48IEDHE
BAMABEERTER BET E27HE
AR EEED U ZEFEMIT
EEEB MK TE - FRAEM
EERAEDMISHE -
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During the year under review, the Group has successfully
developed a new channel for supplying Royal Wind shampoo and
shower gel to business hotel chains in China. The Group was
promoting the brand image of Royal Wind shampoo with the
marketing theme “Anti-dandruff in Speedy and Natural Manner
(RiR £ B E X4R)” through multiple media such as television, the
Internet and public bus light-boxes. As at 31 December 2014, the
Royal Wind brand distribution network comprised 440 distributors
and 27 KA retailers, covering 27 provinces and four municipalities
in China.

The Litao products mainly comprise shampoo, shower gels and
laundry detergent, targeting at consumers living in the second-tier
or third-tier cities in China. The Group’s goal is to widen the
market coverage in China. During the year under review, the
Group started promoting Litao products through popular and
interactive social media. As at 31 December 2014, the distribution
network for Litao products comprised approximately 337
distributors covering 27 provinces and four municipalities in China.

The Group’s Herborn Chinese herbal skincare products target
white-collar ladies in the age range of 25 to 45 who have relatively
high net income and are enthusiastic about pursuing a healthy
and natural lifestyle. From time to time, we conducted skincare
seminars for our target consumers so as to allow them to
understand the concepts and benefits of using traditional Chinese
medicine for skin-care. In terms of sales channels, the Group is
now selling the products mainly through cosmetics specialty
shops throughout China. As at 31 December 2014, the sales and
distribution network for the Herborn Chinese herbal skincare
products comprised approximately 89 distributors covering 27

iiﬁ)ﬁ%}?

B
>

v R ?‘\!'

e’
L

& % w
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REBEFER  AEBEELHAHT — (@
MRBAHEERXEKEAEERS
B 7 S B R o AN 5 B A AR DA

[RELEBEXAIATE BAZREH
(MBS EBEEMAXEBHE HEES
EREER R-_T—NE+-_A=+

— B BEREMMEDHBKBRE440E D
HEL2IAEHTER BETET
E& 0 RO EEED -

BEEMIZREEK - KABEMEKX
B RAFRBE =GR THEEE
REBREPHEEB ASENEEEHM
GRAEZEEREPH REBEFEAN - K
CSERRERAM IR ERBHEERE
EREER R_E—WNF+_A=+
—H BEREoHEAKRREIB7TEY
- BEPBE7EA K MM EE
M o

AEENFEEZEEER —AEE.
HEEREPFPHEBSEAHEERaNK
A BREBERKEBEEANEETTN - F
%ﬂﬁ%i%mmaﬁﬁ& B

SHBEREEEZ2INERE M
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B AEEREBEEEEERNDHH
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Management Discussion and Analysis
TEHEEMRR W

provinces and four municipalities in China. The Group also had
about 5,500 counters in cosmetics specialty shops in mainland
China.

During the year under review, we sold natural plant skincare
products series, Smerry, which target young ladies in the age
range of 18 to 28 who are to pursue a natural and healthy lifestyle.
The Group is pleased to find that Smerry has established its brand
position and recognition in its own target market segment.

The business operations of Bawang Herbal Tea had been
discontinued since 1 July 2013. The Group is in the course of
following up the matters after the discontinuance of this business.
Save as disclosed above, there have been no material changes in
the business of the Group since the publication of the Company’s
annual report for the year ended 31 December 2013.

In a presentation ceremony for the 18th National Top Selling and
Leading Brand Awards held by the Chinese Industrial Information
Issuing Centre of the National Bureau of Statistics of China in
March 2014, Bawang branded product was awarded the No. 1
Anti Hair-fall Chinese Herbal Shampoo in China in 2013.

Iﬁ'&__- T 3&‘:}1»
! RAEAEB

L EL LAY R Lo ol

G (M) HmLA;
mEmit, FEL4 FaE Lt
RAETRE AL ARAINNIFASE T

BT SR WS I .
003 AF AN BT R T A A .

FE MU EEET - FEERNEAL
mEBEEEEELHS5500% XK

REEFEAN BRMEERABDES
RIER—SEAN BRASHRAER
MAERR - TN R185 2285 1Y
FRZUEABEEEFHE - AEBRA
BREZACEEBEEMEEY 7T @
R EAL MR A]E o

AEEBBEIRRRINERNRERK
B-Z—=FtHA-—BEKL -A&KE
THEREEBRIENEREETE KT
ERENES  BXAKBEEE_T—=

F+_ A=t -BLEENFERS
Bk AEEXBLREERK

wh
= e

R-F—ME=F EBERAABTE
TT%JJ:%E%%%EP/UE«E##E@ I VAN
F’ilﬁ%fﬁgbﬁf‘ﬁuﬂuﬁé‘.‘i%%%%@

B IAEKRKBEXE-_STS—=Z4F
2 J p BB B L KT IS R B E &
HES —RAMEE-

M ERASE A

WELWNE (W) AR %

MBHE AR AT SRR, REEHN.
WEEE, FESWE hRMAREN “NEENTS CARR—-T
BT AR MR .

WRAEFSHNEE—2. LRI, L. e it
vorlBndiors Lo i oo s
S-asin _‘iﬁ l r:g&::' i "u‘-m-ﬂ
¥ g
During the year under review, we obtained recognitions as follows: e EEFEARNEKME MG RIE &R
CECENE

— We were accredited as “The 2013 Innovator of the — fi/\ —E-NUEZA RMWER
Guangdong Provincial Pharmaceutical Market (20134 [E & gi TEBER TI2013FEE
RABEITEMISMAALESEN)” by the Guangdong REBBITEMIGHRALES
Pharmaceutical Profession Association in March 2014. ERETEI -

— Ms. Wan Yuhua, Chief Executive Officer and executive - B HNFE-ARBR AEEEB
Director of the Group, has been appointed as Executive FHRITERATESEEER L
Vice-chairman of the Guangdong Chamber of Daily Used WESAEREBILHEELI
Chemical (E¥ & B{L7 &) since March 2014. ZK o
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TEEEBAMR W

BE A Aaa

BWE, AEAS oatfandH
RAE PROAEMUTNC SRR
*E.

T BHEE (2L .
WEMN-=x.

— A number of Bawang and Royal Wind branded shampoos
were recognized as “The 2013 New High-tech Products in
Guangdong (2013FERESHMFEMEM)” by the
Guangdong Provincial Bureau of Science & Technology in
April 2014.

—  Our marketing and promotional campaign with the theme
“Shampoo for Love (BE %t — X 58)" was awarded “The Best
Social Project (F&{EA#WIER)” in the 4th China Social
Festival in January 2015.

The Board believes that these achievements were recognitions of
the Group’s continuous effort in research, development and
industrialisation of Chinese herbal medicine.

From time to time, we make applications for registration of patents
relating to our research findings on the application of Chinese
herbs in the hair care, skincare and healthcare products. The
successful registration of which is a further recognition for our
continuous dedication to research and development.

Litigation

The Board considers that the contents of the relevant article
published by Next Magazine on 14 July 2010 are defamatory to
the Group and/or amount to malicious falsehood. Therefore, the
Group commenced legal proceedings in the High Court of Hong
Kong in October 2010 against Next Magazine seeking, inter alia,
damages and an injunction to restrain Next Magazine from
publishing such contents or similar contents. As at the date of this
annual report, two pre-trial hearings in relation to the legal
proceedings had taken place on 2 December 2014 and 2
February 2015, respectively. The trial of the legal proceedings has
commenced on 2 March 2015 and is in progress.

- RZZE-NOFEOA - BIMER
B FOREKMERAMER
MERBERI20IBFERE K
MEm] -

- RZZE-—RF—A HMANURIRE
H—RBI/SETENZHEIPES
FMOEFBE RS KELRIEA

] -

EZEeRRELARBHYAEENT
BN REMERCPEENR
EJ-O

WP TRIER — L EREMBAF B
BENEERATPEENESE #EREE
RIENFRAREE - KD EMELE
MHE—FFRABRMEFEMNMAE L
TRE SRR e

& BR

EZeRATHIR -_ZE—ZFFLA
THBEEERNHBREFANEANRTER
HAEENHER EBEFE- A
ft AEBECR _E—ZEFE+AEEHE
ESEERmE AR ERFL P
EREATEEBAIL B IFTHRZ
NAKBUAND - BHEAFERSE QM
ZH ZEEEFDZMIXNEAREZ
ERRR_E—mOEF+_AZBEKZ
E-—AF_A-—BET -ZEEEFA
PR _E—RE=A_BMHBEA-
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Management Discussion and Analysis
TEHEHEMNRRSW

Financial Review

Continuing Operations

Revenue

During the year under review, the Group’s revenue of the
continuing operations amounted to approximately RMB294.6
million, representing a decrease of approximately 38.3% from
approximately RMB477.7 milion in 2013. The decrease was
primarily attributable to the slowdown of the economy in China
and the change in the business model of the traditional trade
channel by allowing a discount to the distributors for covering the
selling expenses for Bawang branded products whereby such
business model contributed to the saving in selling and distribution
costs and hence improved the operating result.

The Group’s core brand, Bawang, generated approximately
RMB229.2 million in revenue, which accounted for approximately
77.8% of the Group’s total revenue of continuing operations in
2014, and represented a decrease of approximately 29.1% as
compared to 2013.

The branded Chinese herbal anti-dandruff hair-care series, Royal
Wind, generated approximately RMB32.8 million in revenue,
which accounted for approximately 11.1% of the Group’s total
revenue of continuing operations in 2014, and represented a
decrease of approximately 59.3% as compared to 2013.

The natural-based branded shampoo, shower gel and laundry
detergent products series, Litao, generated approximately
RMB18.5 million in revenue, which accounted for approximately
6.3% of the Group’s total revenue of continuing operations in
2014, and represented a decrease of approximately 52.7% as
compared to 2013.

The branded Chinese herbal skincare series, Herborn, generated
approximately RMB11.0 million in revenue, which accounted for
approximately 3.7% of the Group’s total revenue of continuing
operations in 2014, and represented a decrease of approximately
66.3% as compared to 2013.

B %5 B R

BFERERE

Exw

REBEFEA AEEZEENRAR
Bo2UABEBIL B_ZE—=ZF4HAR
W4777TE BT TR T #38.3% TR/
TERARPREBNCERE G
REHERBEBEXANKE  BALKT
LHEEITN RMRELREERNEE
B EGMNEBREAGTOTHENY
HRAS MmN ETREEE -

AEBZLOLGE-—FL EE2EED
ARM202HEE T HIEAEE =
T NFEREREEBBEES
M778% Lk —E—=ZFF TR TH
29.1% °

hEELERE—ER ER_-F—M@
FEMNEXBEHARBRAET 4
EREE T NFEFRBELERB
BEXBEONMA% L -_T—=FEFT
F& T #159.3% ©

KRR BEBOKENK KABMEK
BRERRI-BE HEEBEHARE
185BEE L NIEAEE T —NFE
B ERBEETENG3I% ' k=
T—=FETRTHS2T%-

FEEEERE—AEET HEXS
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Smerry generated approximately RMB3.1 million in revenue,
which accounted for approximately 1.1% of the Group’s total
revenue of continuing operations in 2014.

We sold our products through extensive distribution and retail
networks. During the year under review, sales to our distributors
and retailers represented approximately 66.6% and approximately
33.4% of the Group’s total revenue of continuing operations
respectively.

In 2014, our products were sold in Hong Kong, Singapore,
Thailand, Malaysia and Indonesia. The sales to these markets
outside China accounted for approximately 5.3% of our total
revenue of continuing operations for 2014.

Cost of Sales

Cost of sales for 2014 amounted to approximately RMB184.4
million, representing a decrease of approximately 25.1%
compared to approximately RMB246.1 million for 2013. Such
decrease was mainly due to the decrease in direct labour, raw
materials and package materials consumed, partially offset by
higher fixed costs such as rental and depreciation.

Gross Profit

During the year under review, the Group’s gross profit decreased
to approximately RMB110.2 million, representing a decrease of
approximately 52.4% as compared to approximately RMB231.6
million for 2013. The gross profit margin decreased from
approximately 48.5% for 2013 to 37.4% for 2014. Such decrease
was mainly attributable to the decrease of revenue and the
change in the business model of the traditional trade channel as
mentioned above, which was partially offset by the decrease in
cost of sales.

Management Discussion and Analysis
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Selling and Distribution Costs

Selling and distribution costs decreased to approximately
RMB144.5 million for 2014, representing a decrease of
approximately 51.0% as compared to that for 2013. Such
decrease was mainly due to the effective cost controls leading to
the decrease in depreciation, advertising fee and the saving
achieved in promotion fee and salary through optimising the
resources of promotion staff. As a percentage of revenue, our
selling and distribution costs decreased from approximately
61.8% in 2013 t0 49.1% in 2014.

Administrative Expenses

Administrative expenses for 2014 amounted to approximately
RMB37.8 million, representing a decrease of approximately
35.5% as compared to approximately RMB58.6 million in 2013.
Such reduction was mainly due to the decrease in amortization of
share option cost, depreciation, training fee, non-capitalisable
research and development expenditures, salary and remuneration
payments, which was partially offset by the increase in legal and
professional fees. As a percentage of revenue, our administration
costs were approximately 12.8% and 12.3% in 2014 and 2013
respectively.

Loss from Operations

The Group recorded reduced operating loss for the continuing
operations of approximately RMB113.7 milion for 2014, as
compared to the operating loss of approximately RMB136.2
million for 2013. The decrease in operating loss for the continuing
operations was mainly because of the various cost optimization
measures persistently adopted by the Group resulting in a
decrease in selling, distribution and administration costs of
approximately RMB171.3 million for the year ended 31 December
2014, as compared to those of 2013. However, such decrease
was partially offset by the impairment loss of assets of
approximately RMB28.4 million (2013: approximately RMB17.1
million) following a valuation of the property, plant and equipment
in use in the continuing operations, by reference to their value in
use.

Taxation
The Group did not have any income tax in 2013 and 2014.
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Loss for the Year from Continuing Operations

As a result of the combined effect of the above mentioned factors,
the Group recorded reduced loss of approximately RMB115.5
million for 2014, as compared to the loss of approximately
RMB136.9 million for 2013.

Discontinued Operation

During the year under review, no revenue was attributable to the
Group’s Herbal tea products and this business segment recorded
an operating loss of approximately RMBO0.9 million. As a result of
the unsatisfactory financial performance of the business of the
herbal tea products, the Board decided to discontinue the
production and sales of its herbal tea products with effect from 1
July 2013. Since then, the Group has been able to focus on the
business development of the hair-care and skin-care products.

Loss for the Year Attributable to Owners of the
Company

As a result of the combined effect of the above factors, the Group
recorded an improved attributable loss of approximately
RMB116.5 million for 2014, as compared with the attributable
loss of approximately RMB143.5 million for 2013.

Event after the Reporting Period

On 31 March 2015, an additional amount of HK$40.0 million
(equivalent to approximately RMB31.7 million) was advanced to
the Group by the controlling shareholders of the Company. The
loan is unsecured, interest free and repayable by 30 March 2016
or earlier as determined by the Group.

Management Discussion and Analysis
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Outlook

To attain a more sustainable economic growth in the long run,
China is undergoing a structural transformation from an
investment-driven economy to one that is based on, among
others, domestic consumption. Consequently, China’s economic
structure, growth drivers and industry developments have all been
subject to considerable change and challenge. Because of the
uncertainties during this transitional stage, China experienced a
relatively mild pace of economic growth rate of 7.4% in 2014. The
Directors believe that the Chinese government would gear its
economic stimulus package towards a continuous and
sustainable economic growth in China. The Group will adopt a
prudent approach in revamping its business development model,
which could enable the Group to sustain the stability of its
business and to maintain a mild growth pattern.

Now that the Group has successfully streamlined its operations
and optimized its operating costs, the Group will strive to regain
the sales growth momentum and profitability by launching new
and/or enhanced products series, and to develop new marketing
channels. We will make every effort to strengthen our corporate
image and the confidence of our customers in our products. The
Group will carry out marketing campaigns for the “Bawang” brand
name along the central theme that the Group continues to rank
the first in the Chinese herbal shampoo products for a consecutive
period of seven years. To foster a customer belief in the quality of
our products, the Group would promote and enhance the
transparency in its production process through arrangement of
regular visits to the production complex by government officials,
media, students, and selected groups of consumers.
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In line with the rapid development of electronic commerce, more
and more consumers would like to do their shopping through
online sales platform which has even become habitual to many
consumers. The change in buying behavior from shopping at
physical stores to online shopping has caused considerable
challenges to the traditional retailing channel. To turn the
challenges into opportunities arising from this consumer
behavioral change, the Group has started establishing online
flagship shops for our Bawang, Royal Wind and Herborn branded
products at a number of well-known and popular online retailing
platforms in China such as Taobao tmall (X5#), JD (R&) and
1mall (15%&). To enhance the revenue stream, the Group intends
to roll out a new series of HPC products this year which satisfy
the needs of online consumers and to expand this channel by
signing up more popular online platforms.

For the two branded shampoo and hair-care products, namely,
Bawang and Royal Wind, the Bawang branded products target
the mass market and the Royal Wind brand products are
designed for a group of younger consumers. Though each of
branded products has respective functionalities of its own and
each of them targets different market segments, both of them are
leveraging the Group’s unique renowned traditional Chinese
medicine family background with its core competence in making
Chinese herbal-based hair-care products.

For Bawang branded products, the Group intends to enhance its
product offerings with different concepts which satisfy the needs
of the various consumer segments. Apart from launching new
products, the Group will enhance and repackage some of the
existing product series in order to retain the existing consumers
and to attract new users at the same time. Additionally, the Group
will strive to sell the products through online platform so as to
enhance the revenue stream.

Management Discussion and Analysis
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For Royal Wind branded products, the Group will continue to
enhance the brand recognition and image through advertising and
publicity campaigns. The Group plans to roll out a promotion
slogan known as “Royal Wind: Natural Carefree Anti-dandruff in
an Easy Way (KRB E, - EEEER)". In line with this theme, the
Group intends to launch a new Royal Wind natural product series,
which do not contain silicones. To cope with the lifestyle of the
young consumers, the Group will place emphasis on the
commercials of the branded shampoo through popular and
interactive social media such as the Internet, smart phone
messaging and micro-blogging in additional to the traditional
media. The Group will continue to expand new channels for
supplying the products to hotel chains.

For Herborn branded products, the Group will streamline and
enhance its skincare product series with the objective to increase
the revenue contribution. The Group will expand the sales network
by establishing more sales counters inside cosmetic specialty
shops and expand new channels through beauty salons. In
addition, the Group will enhance its efforts through Internet sales
channel.

For Litao branded products with the product image focusing on
natural and healthy household care products, the Group will roll
out a brand new product series of Chinese herbal based laundry
detergent and softener to the Hong Kong market. At the same
time, the Group will expand the sales network for the refreshing
laundry detergent and softeners and plant-oil based shower-gels
in China. As Litao products are principally sold through traditional
sales channels in the second-tier or third-tier cities in China, such
expansion does not need to incur significant selling and
distribution costs.

For Smerry branded natural plant skincare products, the Group
will strengthen sales and promotional efforts to expand the
network of chain stores and further increase same store sales. As
Smerry products are sold through an established network of chain
stores, such expansion does not need to incur significant selling
expenses.
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For production management, the Group will enhance the
profitability of the production facilities by expanding the coverage
of the performance measurement system “independent profit
centre” to the entire production plant. To eliminate the spoilage
among production lines, the Group will enhance the material
synchronization system. To improve the quality of work-life
balance of frontline workers, the Group will increase the frontline
workers’ awareness of occupational health and safety, to improve
the recreational facilities in the dormitory, and to carry out social
activities for workers. The Directors believe that the combined
effect of these motivational efforts would inspire the workers
towards a proactive working attitude thereby enhancing
productivity.

As part of the business expansion plan, the Group will continue to
explore with potential distributors the possibility of launching our
branded products in other countries. The Group is open to
explore further business opportunities with potential overseas
distributors.

As at the date of this annual report, the Group does not have any
business acquisition opportunity on hand, nor explore actively
business opportunities that may involve potential acquisition.

Management Discussion and Analysis
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Liquidity, Financial Resources and Capital
Structure

The Group adopts conservative financial management policies
and maintains a good and solid financial position. A summary of
liquidity and financial resources is set out below:

RBEE  MBERRER
R

AEEXRARTHEMRBLETR
HRENFHRN - RBES MY HKE
R ENET

31 December 31 December
2014 2013
R=-T-—NF R=-ZZF—=
+-—A=+—-H8H +=ZA=+—H
RMB in million RMB in million
ARBBETT AREBETT

il

/

16.9 43.3
441 —
383.1 490.3
11.5% -

Cash and cash equivalent ReLERE2E
Total loans EReEE
Total assets BEE

The gearing ratio’ BEEARX'
Note:

1. Calculate as total loans divided by total assets

Material Acquisition and Disposal

The Group did not engage in any material acquisitions or disposal
of any of its subsidiaries or associate during the year under
review.
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Exposure to Fluctuations in Exchange Rates
and Related Hedge

The operations of the Group are mainly carried out in China, with
most transactions settled in Renminbi. The reporting currency of
the Group is Renminbi. During the year under review, the Group
had exported its goods to Hong Kong and certain overseas
countries. The transactions were settled in either Hong Kong
Dollars or United States Dollars. The Group’s cash and bank
deposits are mostly denominated in Renminbi. The Company will
pay dividends in Hong Kong Dollars if dividends are declared. In
addition, the Group paid certain advertising fees in United States
Dollars or Hong Kong Dollars. The Directors are of the view that
the Group conducts its business transactions principally in
Renminbi and thus the exchange risk at the Group’s operational
level is not significant. As at 31 December 2014, the Group had
not issued any material financial instruments or entered into any
material contracts for foreign currency hedging purposes.
However, the Directors will continue to monitor the foreign
exchange exposure and are prepared to take prudent measures
such as hedging when required.

Contingent Liabilities

The Group had no material contingent liabilities as at 31
December 2014.

Capital Commitment

As at 31 December 2014, the capital commitment of the Group
amounted to approximately RMB8.2 million.

Purchase, Sale or Redemption of the
Company’s Listed Securities

Neither the Company nor any of its subsidiaries purchased, sold

or redeemed any of the Company’s listed securities during the
year under review.

Management Discussion and Analysis
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Human Resources

To provide incentive to the employees of the Group, the Group is
committed to staff training and development under any economic
circumstances. The Group will continue to invest in our human
capital so as to retain a quality workforce to achieve our
organisational goal.

In 2014, the Group organised various in-house training classes to
strengthen the soft skills of our staff members such as time
management, stress management, and leadership development.
Apart from these in-house courses, the Group also required our
department managers to attend external courses on reward and
compensation, and motivation, we required our senior sales and
marketing staff to attend brand positioning strategy course, and
we required our finance and accounting staff members to attend
seminars about the latest accounting standards, taxation
practices and budgetary control.

As at 31 December 2014, the Group employed approximately 2,073
employees (31 December 2013: 2,858), consisting of full-time
employees and contract personnel in the PRC and Hong Kong.
Additionally, the Group did not engage salespersons (31
December 2013: 208) through contract personnel agency to help
with our marketing and promotional activities. The total personnel
expenses of the continuing operations, comprising wages,
salaries and benefits, and equity-settled share-based payments,
amounted to RMB74.8 million for 2014 (31 December 2013:
RMB132.6 million).
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The following table sets forth a breakdown of the total headcount
of our employees and outsourcing personnel of the continuing
operations as at 31 December 2014 and 2013:

Management Discussion and Analysis
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TREWAR-_ZE—WF+_A=+—
B - ZE—=F+_-_A=+—8 %M
FECEEBNREERINBAED
B4R

31 December 31 December

2014 2013

R=F-—M&F R=-FT-=F

+=—A=+—-H +=ZA=+-—H

Full-time employees 2 EE 327 361
Contract personnel EHEE

— Sales persons —fEiH B 1,206 1,670

— Others — HAth 540 827

Total employees HBES AE 2,073 2,858
Outsourcing personnel SMEAB

— Sales persons —{EHHE — 208

Total headcount of the continuing BERKEER
operations “ A8 2,073 3,066

The employees’ remuneration, promotion and salary review are
based on individual job responsibilities, work performances,
professional experiences and the prevailing industry practices.

Our employees in the PRC and Hong Kong joined social insurance
contribution plans and mandatory provident fund scheme
respectively. Other benefits include performance-based incentive
bonus scheme and share options granted or to be granted under
the share option schemes.

The Directors believe that the Group’s human resources policies
play a crucial part in the further development of the Group.
Promising career prospects, good staff remuneration and benefits
as well as pleasant working environment are essential factors for
maintenance of a stable workforce for the Group.
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Corporate Governance Report
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Corporate Governance Code

The Company is committed to enhancing the corporate
governance of the Group, and the Board reviews and updates all
such necessary measures in order to promote good corporate
governance.

The Board is of the view that the Company has complied with the
principles and applicable code provisions set out in the Corporate
Governance Code (the “Corporate Governance Code”) as
contained in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) during the year ended 31 December 2014 save
as disclosed below.

On 30 June 2014, Mr. CHEN Kaizhi resigned as the independent
non-executive Director and member of audit committee,
remuneration committee and nomination committee of the
Company. Following the resignation of Mr. CHEN Kaizhi, the
Board comprised five Directors and of which two were
independent non-executive Directors, thus fell below the following
requirements under the Listing Rules since 30 June 2014:

According to Rule 3.10(1) of the Listing Rules, the Company must
appoint at least three independent non-executive directors. The
Board had two independent non-executive Directors at that time,
and thus fell below such requirement.

According to Rule 3.21 of the Listing Rules, the audit committee
must comprise a minimum of three members. The audit
committee of the Board comprised only two members at that time
and thus fell below such requirement.

According to Rule 3.25 of the Listing Rules, the remuneration
committee must comprise a majority of independent non-
executive directors. The remuneration committee of the Board
comprised two members at that time, of which only one is
independent non-executive Director and thus fell below such
requirement.

According to Code Provision A.5.1 of the Corporate Governance
Code, the nomination committee should comprise a majority of
independent non-executive directors. The nomination committee
of the Board comprised two members, of which only one is
independent non-executive Director at that time and thus fell
below such requirement.
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On 20 October 2014, Dr. NGAI Wai Fung, the independent non-
executive Director of the Company has been appointed as a
member of the nomination committee and remuneration
committee of the Board. Following the appointment of Dr. NGAI,
the Company has complied with Rule 3.25 of the Listing Rules
and Code Provision A.5.1 of the Corporate Governance Code.

On 13 November 2014, Mr. CHEUNG Kin Wing has been
appointed as the independent non-executive Director and a
member of the audit committee of the Board. Following the
appointment of Mr. CHEUNG, the Company has complied with
Rules 3.10(1) and 3.21 of the Listing Rules.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) as
contained in Appendix 10 to the Listing Rules as the standards for
the directors’ dealings in the securities of the Company. Having
made specific enquiry with all Directors, the Company confirms
that the Directors have complied with the required standard set
out in the Model Code throughout the year under review.

Board of Directors

The Board comprises seven members, including Chairman, Chief
Executive Officer (“CEO”), Chief Financial Officer and three
independent non-executive Directors. Biographical details of the
Directors are set out in the section headed Directors and Senior
Management on pages 51 to 56 of this annual report.

The Board is responsible for approving and monitoring the
Group’s strategies and policies, approving annual budgets and
business plans, evaluating the performance of the Group and
supervising the work of management. The management is
responsible for the daily operations of the Group under the
leadership of the CEO.

The Board has delegated a schedule of responsibilities to the
executive Directors and senior management of the Company.
These responsibilities include implementing decisions of the Board
and directing and co-ordinating day-to-day operation and
management of the Company.
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Save as disclosed above, the Company has complied with Rules
3.10 and 3.10A of the Listing Rules relating to the appointment of
at least three independent non-executive directors. Of which, one
independent non-executive director has the appropriate
professional qualifications or accounting or related finance
management expertise and the independent non-executive
directors represent at least one-third of the Board. To satisfy the
independence requirement of the independent non-executive
Directors, the Board must determine that the independent non-
executive Director does not have any direct or indirect material
relationship with the Group. The Board follows the requirements
set out in the Listing Rules to determine the independence of
Directors.

The roles of the Chairman and the CEO are separated in order to
reinforce their independence and accountability. Except that the
CEO, Ms. WAN Yuhua, is the spouse of Mr. CHEN Qiyuan and
Mr. CHEN Zheng He is the son of Mr. CHEN Qiyuan and Ms. Wan
Yuhua, the Directors are not otherwise related to each other.

The board held nine meetings in 2014. Each of Mr. CHEN Qiyuan,
Mr. WONG Sin Yung, Dr. NGAI Wai Fung and Mr. LI Bida has
attended all nine meetings. Ms. WAN Yuhua attended eight out of
the nine meetings. Mr. CHEN Kaizhi attended all two meetings
which had been held before his resignation on 30 June 2014. Mr.
CHEN Zheng He attended all three meetings which were held
after his appointment on 20 October 2014. Mr. CHEUNG Kin
Wing attended all two meetings which were held after his
appointment on 13 November 2014.

The Company has adopted the board diversity policy (the “Diversity
Policy”) as required by the Corporate Governance Code and has
taken into account the diversity of the Board when selecting the
candidates from a number of perspectives as stated in the
Diversity Policy. The Nomination Committee will monitor the
implementation of the Diversity Policy and review the same as
appropriate.

Remuneration of Directors and Senior Management

Details of the remuneration of each Director and senior
management for the year ended 31 December 2014 are set out in
note 16 to the consolidated financial statements.
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Directors’ Training

Under Code Provision A.6.5 of the Corporate Governance Code,
directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant. Internally facilitated briefings for directors are arranged
and reading materials on relevant topics are issued to Directors
where appropriate. All Directors are encouraged to attend relevant
training courses at the Company’s expenses.

During the year ended 31 December 2014, all Directors (being Mr.
CHEN Qiyuan, Ms. WAN Yuhua, Mr. CHEN Zheng He, Mr. WONG
Sin Yung, Dr. NGAI Wai Fung, Mr. LI Bida and Mr. CHEUNG Kin
Wing) received regular updates on the Group’s business,
operations, risk management and corporate governance matters,
and participated in the directors’ training offered by professional
body or arranged by the Company. Materials on new or changes
to salient laws and regulations applicable to the Group were
provided to the Directors. Directors are requested to provide their
records of training they received to the Company Secretary for
record.

Remuneration Committee

The Remuneration Committee comprises our executive Director,
Ms. WAN Yuhua, and our two independent non-executive
Directors, Mr. LI Bida and Dr. NGAI Wai Fung. Mr. LI Bida is the
chairperson of the Remuneration Committee. The primary duties
of the Remuneration Committee are to make recommendation to
the Board on the overall remuneration policy and structure relating
to all Directors and senior management of our Group, review
performance based remuneration and ensures none of our
Directors determine their own remuneration.

The Remuneration Committee held five meetings in 2014. Each of
Mr. LI Bida and Ms. WAN Yuhua has attended all five meetings.
Mr. CHEN Kaizhi attended the only one meeting which had been
held before his resignation on 30 June 2014. Dr. NGAI Wai Fung
attended all two meetings which were held after his appointment
on 20 October 2014.
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Nomination Committee

The Nomination Committee comprises our executive Director, Mr.
CHEN Qiyuan, and our two independent non-executive Directors,
Mr. LI Bida and Dr. NGAI Wai Fung. Mr. CHEN Qiyuan is the
chairperson of the Nomination Committee. The primary duties of
the Nomination Committee are to review the structure, size and
composition of the Board and to make recommendations to the
Board regarding candidates to fill vacancies on the Board and the
re-election of Directors.

The Nomination Committee held five meetings in 2014, including,
among other things, approving the candidate nominated by the
Directors to fill director’s casual vacancy according to its terms of
reference. Each of Mr. CHEN Qiyuan and Mr. LI Bida has
attended all five meetings. Mr. CHEN Kaizhi attended the only one
meeting which had been held before his resignation on 30 June
2014. Dr. NGAI Wai Fung attended all two meetings which were
held after his appointment on 20 October 2014.

Audit Committee

The Audit Committee comprises three Independent non-executive
Directors and two of whom possesses the appropriate business
and financial experience and skills to understand the accounts of
the Group. The Audit Committee is chaired by Dr. NGAI Wai Fung
and other members are Mr. LI Bida and Mr. CHEUNG Kin Wing.
The Audit Committee was formed in compliance with Rule 3.21 of
the Listing Rules and to review and supervise the financial
reporting process and internal controls of the Company.

The written terms of reference which describes the authority and
duties of the Audit Committee were prepared and adopted in
accordance with the Listing Rules. The Audit Committee is
required, amongst other things, to oversee the relationship with
the external auditors, to review the Group’s interim and annual
results, to review the scope, extent and effectiveness of internal
controls of the Group, to review accounting policies and practices
adopted by the Group, to engage independent legal or other
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— reviewed and recommended to the Board for approval of
the external auditor’s remuneration;

— made recommendations to the Board on the reappointment
of the external auditor;

— reviewed the external auditor’s independence, objectivity
and the effectiveness of the auditing process;

— reviewed the annual and interim reports and annual and
interim results announcements of the Company;

— discussed auditing, internal control, risk management and
financial reporting matters of the Company before
recommending them to the Board for approval; and

— reviewed the connected transactions entered into by the
Group

The Audit Committee has reviewed the annual report with the
management and the external auditors and recommended its
adoption by the Board.

All issues raised by the external auditor and the Audit Committee
have been addressed by the senior management of the Company.
The work and findings of the Audit Committee have been reported
to the Board. During the year, no issues were brought to the
attention of the senior management of the Company and the
Board of sufficient significance for disclosure in this annual report.

The Audit Committee held six meetings in 2014. Each of Dr. NGAI
Wai Fung and Mr. LI Bida has attended all six meetings. Mr.
CHEN Kaizhi attended all two meetings which had been held
before his resignation on 30 June 2014. Mr. CHEUNG Kin Wing
attended all two meetings which were held after his appointment
on 13 November 2014.

Corporate Governance Functions

The Audit Committee is responsible for performing the functions
set out in the Code Provision D.3.1 of the Corporate Governance
Code.
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Up to the date of this annual report, the Audit Committee met
once to review the Company’s corporate governance policies and
practices, training and continuous professional development of
directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements
and the compliance of the Company with the Corporate
Governance Code and disclosure in this Corporate Governance
Report.

Directors’ responsibilities for financial statements

The Directors acknowledge their responsibility for preparing the
financial statements of the Company, and for ensuring that the
financial statements are prepared in accordance with applicable
statutory requirements and accounting standards.

A statement from the auditor of the Company about their
reporting responsibilities on the financial statements of the Group
for the year ended 31 December 2014, is set out on pages 57 to
58 of the annual report.

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

Internal control and risk management

The Board and the management of the Group maintain a sound
and effective system of internal control of the Group so as to
ensure the effectiveness and efficiency of operations of the Group
in achieving the established corporate objectives, safeguarding
assets of the Group, rendering reliable financial reporting and
complying with the applicable laws and regulations. During the
year under review, the Board has conducted a review of the
effectiveness of the internal control system of the Company.

The Board is also responsible for making appropriate assertions
on the adequacy of internal control and procedures. Through the
audit committee of the Group, the Board review the effectiveness
of these systems on a regular basis.
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Investor Relations and Communication with
Shareholders

The Company establishes different communication channels with
Shareholders and investors: (i) dispatching printed copies of
corporate communication documents to Shareholders; (i) the
annual general meeting provides a forum for Shareholders to raise
comments and exchange views with the Board; (iii) latest and key
information of the Group are available on the website of the
Company; (iv) regular press conferences and briefing meetings
with investors, Shareholders and analysts are set up from time to
time on updated information of the Group, and; (v) the Company’s
registrars serve the Shareholders respecting all share registration
matters. The Board welcomes views of shareholders and
encourages them to attend general meetings to raise any
concerns they might have with the Board or the management
directly. The Chairman of the Board as well as the Chairmen and/
or other members of the Audit Committee and Remuneration
Committee will normally attend the annual general meetings and
other shareholders’ meetings of the Company to answer
questions raised.

The Company convened one shareholders’ general meeting in
2014, the Annual General Meeting (the “AGM”) for the year 2013.
The AGM held on 30 May 2014 reviewed and approved numerous
resolutions such as the financial statements for the year 2013,
Report of Directors and appointment and remuneration of auditors
of the Company. All the Directors, namely Mr. CHEN Qiyuan, Ms.
WAN Yuhua, Mr. WONG Sin Yung, Dr. NGAI Wai Fung, Mr. CHEN
Kaizhi (before his resignation) and Mr. LI Bida have attended the
AGM of the Company.

Company Secretary

The company secretary is Mr. WONG Sin Yung, an associate
member of Hong Kong Institute of Certified Public Accountants.
Mr. WONG is also our executive Director and Chief Financial
Officer. He assists the Board by ensuring good information flow
within the Board and that the policy and procedures of the Board
are followed.

In compliance with Rule 3.29 of the Listing Rules, Mr. WONG has
undertaken no less than 15 hours of relevant professional training
during the year ended 31 December 2014.
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Shareholders’ Rights

Pursuant to the articles of association of the Company (the
“Articles”), shareholder(s) holding not less than one-tenth of the
paid-up capital of the Company carrying the right of voting at
general meetings may request the Company to convene an
extraordinary general meeting by sending a written requisition to
the Board or the Company Secretary.

Shareholders may send written enquiries to the Company for
putting forward any enquiries or proposals to the Board.

Contact details are as follows:
Address: Suite B, 16/F Ritz Plaza,

122 Austin Road,

Tsimshatsui, Kowloon, Hong Kong

(For the attention of Mr. WONG Sin Yung,
Company Secretary)

Fax: +852 3114 8819
Email: IR@1338.hk

During the year under review, the Company has not made any
changes to its Articles. An up-to-date Articles is available on the
Company’s website and the Stock Exchange’s website.
Shareholders may refer to the Articles for further details of their
rights.

Auditors’ Remuneration

The remuneration paid/payable to the Company’s independent
external auditor, SHINEWING (HK) CPA Limited, for the year
ended 31 December 2014 in relation to audit and non-audit
services are RMB737,417 and RMB159,120 respectively.
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he Directors

The Directors submit this Report of Directors together with the
audited consolidated financial statements for the year ended 31
December 2014,

Principal Activities

The principal activities of the Group are the designing,
manufacturing, trading and distribution of Chinese herbal
products, including shampoo products, hair-care products, skin-
care products, herbal tea products and household cleaning
products. The principal activities and other particulars of the
subsidiaries are set out on pages 161 to 162 of this annual report.

Dividends

Following a review of the operating results of the Group, the
Board does not recommend the payment of any final dividends in
respect of the year ended 31 December 2014.

Results and Appropriations

The results of the Group for the year ended 31 December 2014
are set out in the consolidated statement of profit or loss on page
59 of this annual report.

Reserves

Details of the movements in the reserves of the Group and the

Company during the financial year 2014 are set out on pages 63
and 150 of this annual report respectively.
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Report of the Directors

EEERE

Major Customers and Suppliers

During the year ended 31 December 2014, sales made to the
Group’s five largest customers and the largest customer
accounted for approximately 37.9% and 22.1%, respectively of
the total sales of the Group. The Group purchased approximately
38.0% and 11.0%, respectively of its goods and services from its
five largest suppliers and the largest supplier.

None of the Directors, their associates or any shareholder of the
Company, which, to the best knowledge of the Directors, owns
more than 5% of the Company’s issued share capital had any
interest in the share capital of the Group’s five largest customers
and five largest suppliers.

Financial Summary

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 164 of this
annual report.

Property, 