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Management Discussion and Analysis

B E R &k

BUSINESS REVIEW

The board (the “Board”) of directors (the “Directors”) of Bawang
International (Group) Holding Limited (the “Company”) reports
that the total revenue of the continuing business of the Company
and its subsidiaries (collectively, the “Group”) for the six months
ended 30 June 2014 was approximately RMB141.7 million,
representing a decrease of approximately 41.1% from
approximately RMB240.7 million for the same period of 2013. The
operating loss from the continuing operations of the Group for the
six months ended 30 June 2014 was approximately RMB53.2
million, representing a decrease of approximately 36.1% from
approximately RMB83.3 million for the same period of 2013. For
the six months ended 30 June 2014, the net loss from the
continuing operations of the Group was approximately RMB53.9
million, as compared with the net loss of approximately RMB84.0
million for the same period of 2013.

Since 2013, the Group has exercised stringent cost control
measures, along with sales growth operating strategies. Due to
the positive impact made on the sustainable development of the
Group, the Board decided to continuously adopt the ongoing
value-chain-oriented business model known as “Project Win-win (£
mJIEH)", performance-based rewards system known as “Job
Target and Responsibility Statement (L{EB fEMEBEETE),
and the Sales Automation Management System (SAMS). Based
on the foregoing, the Group was able to further reduce the
operating costs and also improve the operating results of the
continuing operations for the first half of 2014.

During the World Cup football tournament finals in June 2014, the
Group seized this opportunity to further promote the Bawang anti-
hair fall shampoos with its benefits to help relieving the hair-falling
problems probably caused by insufficient sleeps, along with the
on-going promotion slogan “Scary of hair-fall, use Bawang
shampoo”. Mr. Jackie Chan continued to be the brand
ambassador of Bawang shampoo during the period under review.

As of 30 June 2014, the Bawang brand distribution network
comprised approximately 489 distributors and 39 KA retailers,
covering 26 provinces and four municipalities in the PRC.
Furthermore, the products of the Group were also sold in Hong
Kong, Singapore, Thailand, Malaysia and Cambodia.
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Management Discussion and Analysis
EEEARR S

During the period under review, the Group continued to promote
the brand image of Royal Wind shampoo with the marketing
theme “Anti-dandruff in Speedy and Natural Manner (RiREEFE
KHR)” through multiple media such as television, internet and
public bus light-boxes. Mr. Han Geng was the brand ambassador
during the period under review.

As of 30 June 2014, the Royal Wind brand distribution network
comprised approximately 450 distributors and 34 KA retailers,
covering 26 provinces and four municipalities in the PRC.

The Litao products mainly comprise shower gels targeting
consumers living in the second-tier or third-tier cities in China. As
of 30 June 2014, the Litao products distribution network
comprised approximately 356 distributors covering 26 provinces
and four municipalities in the PRC.

The Group’s Herborn Chinese herbal skincare products target
white-collar females in the age range of 25 to 45 who have
relatively high net income and are dedicated to pursue a healthy
and natural lifestyle. As of 30 June 2014, the sales and distribution
network for the Herborn Chinese herbal skincare products
comprised approximately 88 distributors covering 27 provinces
and four municipalities in the PRC. The Group also had about 5,500
counters in cosmetics specialty shops in Mainland China.

During the period under review, we continued to sell our natural
plant skincare products series, Smerry which target young female
customers in the age range of 18 to 28 who are dedicated to
pursue a natural and healthy lifestyle.

The business operations of Bawang Herbal Tea have 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,
Bawang branded product was honored as the No. 1 Chinese
Herbal Shampoo in China in 2013.
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Management Discussion and Analysis
EEBARRSW

According to the research reports issued by Euromonitor
International Limited in 2014, in terms of sales value, Bawang
continued to be the No.1 Chinese herbal shampoo in 2013, which
iS seven years in a row.

During the period under review, we obtained the recognitions as
follows:

— We were accredited as “The 2013 Innovator of the
Guangdong Provincial Pharmaceutical Market (20135 /& &
RABEITEMSRALESER)” by the Guangdong
Pharmaceutical Profession Association in March 2014.

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

The Board regards these achievements as recognitions of the
Group’s continuous effort in research, development and
industrialization 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 haircare, 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, we
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. The pre-trial review and the trial of
this action are scheduled to take place in December 2014 and
March 2015, respectively. As of the date of this interim report, the
legal proceedings are in progress.
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Management Discussion and Analysis
EEEARR S

A lawsuit was filed by a distributor against Bawang (Guangzhou)
Co., Ltd. (“Bawang Guangzhou”) in Guangzhou Baiyun District
Law Court (the “District Court”) whereby the distributor alleged
that Bawang Guangzhou was liable to pay an outstanding
reimbursement for the promotion fees pursuant to an agreement
entered into between it and Bawang Guangzhou on 12 April
2010. On 20 November 2013, the District Court issued a verdict
for the lawsuit whereby Bawang Guangzhou was ordered to pay
the distributor of an aggregate amount of approximately RMB1.6
million and a legal cost of approximately RMB0.02 million. The
distributor subsequently appealed to a higher court and the court
dismissed the appeal and maintained the original adjudication.

During 2013 and the first six months of 2014, Bawang Guangzhou
was a defendant in a legal action involving the alleged software
infringement. Subsequently on 9 July 2014, the District Court
issued a verdict for the lawsuit whereby Bawang Guangzhou was
ordered to pay the software supplier an aggregate amount of
RMBO0.08 million.

A lawsuit was filed by a former subcontractor against Bawang
(China) Beverage Company Limited (“Bawang Beverage”) in
People’s Court of Songjiang District of Shanghai (the “Shanghai
Court”) in respect of a dispute in the material processing contract
between the former subcontractor and Bawang Beverage. In
2013, Bawang Beverage received a civil order issued by the
Shanghai Court and one of Bawang Beverage’s bank accounts
with an amount of approximately RMB0.3 million was frozen. On
20 June 2014, Shanghai No. 1 Intermediate People’s Court gave
its final ruling that Bawang Beverage was liable to the former
subcontractor for an amount of approximately RMBO0.64 million.
As of the date of this interim report, Bawang Beverage was in the
process of winding-up.

As of the date of this interim report, the Directors are of the view
that the above litigations did not and will not have a material
adverse effect on the Group’s results of operations or financial
condition.
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Management Discussion and Analysis
EEBARRSW

FINANCIAL REVIEW

Continuing Operations

Revenue

During the six months ended 30 June 2014, the Group’s revenue
of the continuing operations amounted to approximately
RMB141.7 million, representing a decrease of approximately
41.1% from approximately RMB240.7 million during the same
period of 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.

During the six months ended 30 June 2014, the Group’s core
brand, Bawang, generated a revenue of approximately RMB106.7
million, which accounted for approximately 75.4% of the Group’s
total revenue, and represented an decrease of approximately
30.3%, as compared with the same period of 2013.

During the six months ended 30 June 2014, the Group’s branded
Chinese herbal anti-dandruff haircare series, Royal Wind, recorded
a revenue of approximately RMB18.6 million, which accounted for
approximately 13.1% of the Group’s total revenue, and
represented a decrease of approximately 60.2%, as compared
with the same period of 2013.

During the six months ended 30 June 2014, the Group’s natural-
based branded shampoo and shower gel products series, Litao,
generated a revenue of approximately RMB9.8 million, which
accounted for approximately 6.9% of the Group’s total revenue,
and represented a decrease of approximately 53.8%, as
compared with the same period of 2013.

During the six months ended 30 June 2014, the Group’s branded
Chinese herbal skincare series, Herborn, recorded a revenue of
approximately RMB5.4 million, which accounted for approximately
3.8% of the Group’s total revenue, and represented a decrease of
approximately 71.6%, as compared with the same period of
2013.

During the six months ended 30 June 2014, Smerry generated a
revenue of approximately RMB1.2 million, which accounted for
approximately 0.8% of the Group’s total revenue.
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Management Discussion and Analysis
EEEARR S

We sell our products through extensive distribution and retail
networks. During the six months ended 30 June 2014, sales to
our distributors and retailers represented approximately 71.1%
and approximately 28.9% respectively of the Group’s total
revenue.

During the six months ended 30 June 2014, our products were
also sold in Hong Kong, Singapore, Thailand, Malaysia and
Cambodia. The sales to these overseas markets outside the PRC
accounted for approximately 5.8% of our total revenue during the
six months ended 30 June 2014.

Cost of Sales

During the six months ended 30 June 2014, cost of sales
amounted to approximately RMB89.5 million, representing a
decrease of approximately 25.5% from approximately RMB120.1
million during the same period of 2013. Such decrease was
primarily due to a decrease in raw materials and package
materials consumed and wages, partially offset by the increase in
the factory rental.

Gross Profit

During the six months ended 30 June 2014, the Group’s gross
profit decreased to approximately RMB52.2 million, representing
a decrease of approximately 56.7% from RMB120.6 million in the
same period of 2013. The gross profit margin for the six months
ended 30 June also decreased from approximately 50.1% in
2013 to approximately 36.8% in 2014. The decrease in the gross
profit margin was mainly attributable to the increase in cost of
sales as a percentage of revenue and the change in the business
model of traditional trade channel.

Selling and Distribution Costs

During the six months ended 30 June 2014, selling and
distribution costs decreased to approximately RMB78.1 million,
representing a decrease of approximately 50.8% as compared
with the same period of 2013. Such decrease was primarily due
to the effective cost controls leading to decrease in advertising
fee, and travelling expenses as well as the saving achieved in
promotion fee and salary through optimizing the resources of
promotion staff.
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Management Discussion and Analysis
EEBARRSW

Administrative Expenses

During the six months ended 30 June 2014, administrative
expenses amounted to approximately RMB19.3 million,
representing a decrease of approximately 58.2% from
approximately RMB46.2 million in the same period of 2013. Such
decrease was primarily due to the effective cost controls leading
to decrease in salaries and allowances, office rental and meeting
expenses.

Loss from Operations

The Group recorded an operating loss from its continuing
operations of approximately RMB53.2 million for the six months
ended 30 June 2014, as compared with the operating loss of
approximately RMB83.3 million for the same period of 2013. The
improvement was primarily due to the substantial decrease in the
overall selling and administrative expenses. In terms of percentage
of revenue, the Group’s operating margin for the six months
ended 30 June decreased from approximately —34.6% in 2013 to
approximately -37.5% in 2014.

Finance Income and Costs

For the six months ended 30 June 2014, finance income of the
Group amounted to approximately RMBO.1 million as compared
with the finance income of approximately RMBO.6 million for the
same period of 2013. The decrease was primarily due to the
decrease in average bank balances as compared to that for the
six months ended 30 June 2013.

For the six months ended 30 June 2014, the Group’s imputed
interest on non-interest bearing loans from controlling
shareholders amounted to approximately RMBO0.7 million. The
Group incurred finance costs amounted to approximately RMBO.7
million on bank loans during the six months ended 30 June 2013.

Income Tax Expense
During the six months ended 30 June 2014 and 2013, the Group
did not have any income tax expense and/or reversal.

THER
HE_Z—WFEFNAZ=Z1TBILEANE
AR THRERHNAARKBI93EE T -
BT =—FRANOARK628E
o NPEAIB82% - B THRMEZR
B 2K AES TR T E H <2 A AL
SHBLY  UARBRAEHENEEEA
B e

HEERR
AEEBBEE_T-—HFANA=1THL
NEASRBREKEXRHIRLEEE
MAREE2ABTL M_T—=FF
HNWgEBREBENARKSIEE
T HEHRENTERRARAEMHEHE
MITBER - AHLHWABDLE
REBHEANA=ZTHILEREANE
ERERE T -=FMHKH-346% T
fRE T —FEHL-37.5% °

MEBMARBRERF
BHE_ZT-MEA=THILXEA
HE NEEFHEBRALR/ARKOA
BET —T-=FEHBAOR/RAREK
0O6BE&ET TRENEEZERAZRAA/M
BZBE_T—=F"A=1THIERX
@A 2 FHRITIFREOBD

BE_ZT-NOFNA=THLEREA
HifE - NE BB R R %8 B4
BEOMBEHARKOTEE L Z T —
—FRPAEEXNRITERMNEE
BHOARBOTAETT

Frsmz
BE_T--MOFKR_ZT-—=FRA=
THIEARERBE  AEBARELEM
PRS B b HH

Interim Report 2014 —ZE —pEh HiiRE 11



Management Discussion and Analysis

TEEBFAWRE S

Provision for Inventories

Our accounting policy prescribes that inventories are stated at the
lower of cost and net realizable value (“NRV”). In the event that
NRV falls below cost, the difference is taken as provision for
inventories. During the six months ended 30 June 2014, the
amount of write-down of inventories and reversal of write-down of
inventories were amounted to approximately RMB1.2 million and
approximately RMB0.9 million (six months ended 30 June 2013:
approximately RMB1.5 million and approximately RMB16.9
million) respectively.

Loss for the Period from Continuing Operations

As a result of the combined effect of the abovementioned factors,
the Group recorded loss of approximately RMB53.9 million for the
six months ended 30 June 2014, as compared with the loss of
approximately RMB84.0 million for the six months ended 30 June
2018.

Discontinued Operation

As a result of the unsatisfactory financial performance of the
business of the herbal tea products, the Group discontinued the
production and sales of its herbal tea products with effect from 1
July 2013. Since then, the Group is able to focus on the business
development of the hair-care and skin-care products. During the
six months ended 30 June 2014, this business segment recorded
a non-operating profit of approximately RMB2.3 million (six
months ended 30 June 2013: operating loss of approximately
RMB2.0 million).

Loss for the Period Attributable to Owners of the
Company

As a result of the combined effect of the above factors, the Group
recorded an attributable loss of approximately RMB51.6 million
for the six months ended 30 June 2014, as compared with the
attributable loss of approximately RMB86.0 million for the six
months ended 30 June 2013.

OUTLOOK

With the structural economic reform to focus on domestic
consumption rather than investment and export driven, China
experienced a relatively mild pace of economic growth in the first
half of 2014.
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The first quarter grew 7.4% as compared with the same
corresponding period in previous year, which is an 18-month low
and 1.4% of which was from the previous quarter. The economic
situation in the second quarter improved a bit from the first which
adds to market expectations of an economic rebound.

Although the Chinese government has vowed to work out plans
to stem any economic downturn during the course of economy
transitions to a sustainable growth path and to meet annual
targets, which include keeping the growth rate at about 7.5% and
creating 10 million job opportunities, the Directors believed that
the continuing downward pressure on the economy could not be
oversighted.

Given the trend of customers’ rising awareness of personal health
care and demand for natural products to improve quality of life
and promote healthy lifestyle with the acceleration in customers’
income growth, which drive the solid development of the
household and personal care products market, we believe these
provide opportunities for the Company to further market and
promote to these customers our herbal and natural base
household and personal care products.

For the rest of 2014, the Group will continue to adopt a prudent
approach in its business development model, which could sustain
the stability of the business of the Group in the medium term.

For Bawang branded products, leveraging on the distinct
competitive advantages, the Group plans to promote and
publicize the brand image by highlighting our core competence in
Chinese herbal shampoo, accredited traditional Chinese medicine
family with profound historical background, and prolonged and
successful track records in market leadership. To increase the
sales revenue, the Group intends to enhance its product offerings
with different concepts which satisfy the needs of the various
consumer segments. Additionally, the Group will repackage the
enhanced product series which serve to retain the existing
consumers and to attract new users at the same time.

For Royal Wind branded products, the Group will enhance the
brand recognition and image through advertising and publicity
campaigns. To cope with the lifestyle of the young consumers,
the Group will place emphasis on the commercials of the branded
shampoo through internet, smart phone messaging and micro-
blogging in additional to the traditional media. To increase the
same-store sales growth, the Group will design specific
remuneration policy so as to motivate the in-store salespersons
and hence sales revenue would be able to increase.
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Management Discussion and Analysis
EEEARR S

For Herborn branded products, the Group will make a combination
of efforts to enhance the brand loyalty and to increase the sales
revenue of this branded skincare products. The Group will roll out
a series of new skincare products with functionalities in anti-aging,
whitening and moisturizing with re-designed packing. Additionally,
the Group will re-design visual display of the sales counters so
as to attract the attention of the consumers. Through the tailor-
made herbal skincare seminars for the potential consumers, the
Directors expect that these activities would enable the consumers
to understand the basic principles and benefits of doing skincare
through herbal skincare products, and that it would in turn attract
the consumers to use our products resulting in the sales increase.

For Litao branded products, the Group will roll out refreshing
shower-gels and plant-oil based laundry detergent and softener
which target those consumers who prefer natural and healthy
lifestyle.

For Smerry branded products, this mass market brand targets
trendy youngsters. We will continue to focus our sales promotional
efforts to expand the chain stores and further increase the same-
store sales growth. To expand the revenue stream, we will
explore internet sales channels which suit the lifestyle of the target
consumers.

For production management, the Group intends to improve
the gross profit margin by streamlining the workforce and the
production process. Additionally, the Group intends to set up a
material synchronization system so as to eliminate the spoilage
among the production lines. The Group will continue its human
resources reform through offering development programs to train
up the factory managers and supervisors as “conscious operators”.
The Group will also offer the training and guidance programs for the
frontline workers to enhance their awareness of the health, safety,
and quality of products.

As part of the business expansion plan, the Group will continue to
explore the possibility with potential distributors for launching our
branded products to other countries. The Group is open to explore
further business opportunities with potential overseas distributors.
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As of the date of this interim report, the Group does not have any
outstanding acquisition opportunity in hand, nor explore actively
business opportunities that may involve potential acquisition.

Looking forward, the strategic directions to sustain and develop
our business in the volatile business environments will focus on two
areas. 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 increase the market share 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.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group adopts conservative financial management policies. A
summary of liquidity and financial resources is set out below:

BEATHEERM A AEEYE
EMEEAAREENKBERE YAE
RIAgBEESHEENKRBHS -

RERK ETRENKEREST  #
FMBEREFAXH BB AGES
EATMETE- $REHns  NEH
REBERNIMEERRKE & EA#E
BUXBRELERLRNEERE  KE
HERK EIAEF YRSAKER
BEMNEL - REHAMES  AEEKE
BERZREN  DERBAIZRFHF
BTSN ER - =T EAEEERM
N Z BRI E SRR - AR IR
PEHEFZEREAEEERAELE -

RHES UHERBRERE
57k

AEERBRTNENRE -RBED
MU BEERBESIFHMAT

30 June 31 December
2014 2013

R-Z—NF RNR—FT—=
ANAE=+H +Z-ZA=+—H
RMB in million RMB in million
AREBETR ARBEETT
Bank balance and cash RTEFREES 47.6 43.3
Total loans ERusE 43.2 -
Total assets BMEE 455.4 490.3
Gearing ratioN® B ERhE 9.5% =

Note: Calculated as total loans divided by total assets.

i RERRER AR EERE -
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TEEBFAWRE S

MATERIAL ACQUISITION AND DISPOSAL

As of 30 June 2014, the Group has no specific acquisition target.

The Group did not have any material acquisition or disposal of any
of its subsidiaries or associated companies during the period under
review.

EXPOSURE TO FLUCTUATIONS IN
EXCHANGE RATES AND RELATED HEDGE

The operations of the Group are mainly carried out in the PRC, with
most transactions settled in Renminbi. The reporting currency of
the Group is Renminbi. The Group has exported its goods to Hong
Kong and certain Southeast Asian 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 Board is 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 of 30 June 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 is prepared to take
prudent measures such as hedging when required.

CONTINGENT LIABILITIES

As of 30 June 2014, the Group did not have any significant
contingent liabilities.
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CAPITAL COMMITMENT

As of 30 June 2014, the capital commitment for acquisition of
property, plant and equipment of the Group was approximately
RMB14.6 million.

PLEDGE OF ASSETS

As of 30 June 2014, the Group had no pledge of assets.

HUMAN RESOURCES

As of 30 June 2014, the Group employed 2,016 employees (30
June 2013: 3,390), consisting of full-time employees and contract
personnel in the PRC and Hong Kong. The total personnel
expenses, comprising wages, salaries and benefits, and equity-
settled share-based payments, amounted to approximately
RMB39.5 million for the six months ended 30 June 2014 (30 June
2013: approximately RMB73.2 million).

The following table sets forth a breakdown of the total headcount of
our employees and outsourcing personnel as of 30 June 2014 and
30 June 2013, respectively:

BAREIE

HE-_ZT-—NEA=1H K&E£EE
BYME BEREBEARAEAEBELOA
RE¥146BE T °

EERHA
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FH2016ZEIT(—_E—=ZF"A=+
H:380) EFBEEFBEMBEN
FRETURGYNEE - BLAETHAIE
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TERDBHINBE-_FT-—NFRA=
TERZZE—=FXR"A=1tHIEAHE
AEMNEREERAOREENAR:

As of As of

30 June 2014 30 June 2013

R=-ZZ—OF RZTE—=4%F

~BA=+1+H NHA=FH

Full-time employees 2B ES 285 420
Contract personnel aHEE

— Salespersons —{2iH 8 1,139 1,872

— Others —H 1 592 1,008

Total employees personnel HIEB AN 2,016 3,390
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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 Board believes 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.

AEBNETIHN SHRHFMEZZ
BREANTIHEEE KRB BXLR
RITEREREER

AEENTBEMELE TR 2 Mt
SREFIMABERTERF S - Hfh
BHEREIHERRAEETNRSRR
ERREFIREIB TR 2B -

EEZEMREAEEZANERBRY
SERAREREEEZAEC - RUENE
0= EENEIHMENARETE
M TR - AIAE RSB — AR
ER TR -

18  BaWang International (Group) Holding Limited %8 F B[ (5% &) 32 R B R A &



Other Information
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As of 30 June 2014, the Directors and chief executive of the
Company had the following interests and short positions in the
shares, underlying shares and debentures of the Company or any
of its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (Cap. 571 of the Laws of
Hong Kong) (the “SFO”), (a) as recorded in the register required to
be kept by the Company pursuant to section 352 of the SFO; or (b)
as notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short
positions in which they are deemed to have under such provisions
of the SFQO); or (c) as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) in
Appendix 10 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”):

Long Positions in shares, underlying shares and
debentures of the Company

Name of director

EEER

Long/Short position

¥R R MY

Nature of interest

EERESTBRAEBRAEAA
= & HE A Hyjfg‘;ﬁ’ﬂg‘tﬁh
B EREE TR R
m MRB

BE_ZT-—NFXRA=TH EFEA
NRAIZREITHRABRARF KA 5
EE(RBEREEVFENEZ S KSR
([ 2% R BMERH ) BEXVE R
EWRG  HEROKESED  BHA
(@) R 157 55 & B & R 5 352 %} E B
BN FHEENEM A ES &R
B RO)RIERE B E KD EXVE
FIRFIDHMHNBEEAMEARA R
BEBMARFMERNE ([BRA])
BalkRAR(BREERE LEES R
HEROIZFREBRERR O EER
ERR) HOORBEEBBAXSMA
PR R]RE B R Al (T £ #2801 B 8%
0 LT RAIEFTETESFTIHH
FETA((REFADREAME AR
AR BE R PRI

RELFIHRGMEBKGDRZ
Ha

Number of
shares/ Approximate
underlying percentage
shares held of issued
B3} 48E8 share capital
BR&oEE ERBESHK

CHEN Qiyuan Long

Personal interest/

1,900,840,000 65.30%

Interest of spouse/
Interest in controlled
corporation (Note 1)

fRBUR

e AR BBER

IR HAE S

(Bt&E1)
WAN Yuhua Long

Personal interest/

1,900,840,000 65.30%

Interest of spouse/
Interest in controlled
corporation (Note 2)

i

BExE e

EARR B BEE

iR HAE S

(FfaE2)
WONG Sin Yung Long
BEER e

Personal interest (Note 3)
& A #E 2= (B 5E3)

2,100,000 0.07%
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Notes:

1. CHEN Qiyuan is deemed to be interested in the shares of the Company held by
Fortune Station Ltd. and WAN Yuhua by virtue of Fortune Station Ltd. being
controlled by CHEN Qiyuan and WAN Yuhua, and WAN Yuhua is spouse of
CHEN Qiyuan.

2. WAN Yuhua is deemed to be interested in the shares of the Company held by
Fortune Station Ltd. and CHEN Qiyuan by virtue of Fortune Station Ltd. being
controlled by WAN Yuhua and CHEN Qiyuan and CHEN Qiyuan is spouse of
WAN Yuhua.

3. Including 630,000 shares of the Company, which would be allotted and issued to
WONG Sin Yung upon the exercise in full of the share options granted to WONG
Sin Yung under the Pre-IPO Share Option Scheme of the Company. For details,
please refer to section headed “Share Option Scheme and Pre-IPO Share Option
Scheme” below.

Long position in shares, underlying shares and
debentures of the associated corporations of the
Company

Bt -

1. /R # Fortune Station Ltd. AR BUR & & £ Fris
HREEEARBURZER  REURMAR B
£ Fortune Station Ltd. )2 & EE AT F A B AR &
R 1 9 4 2% o

2. B #E Fortune Station Ltd. A& & T 2= & & &R AT 2
HRFEERABEEZREG SXEWEAE
& Fortune Station Ltd. % R BUR AT 15 8 #) A~ A &)
& 17 B 1 2= o

8 BERBARRBERAMEESHBRETS
REEBREZETEERER  BREERE
17 45 & = 7 #9630,000 R & R B B {0 » A B 7
B F2HTXEREAEARERARES
A BB AR R AT Bl —&f o

R & 2 5z 48 BR & B Y Bx 7 048 BR
B3z g

Approximate
percentage of

interest in

associated

Name of associated corporation

Name of director corporation Nature of interest Number of shares  RAIHEEE S

EExE8 LB 2B EEME RHEE ZERB DL

CHEN Qiyuan Fortune Station Ltd. Personal interest 5,100 51.00%
BRSO Fortune Station Ltd. & A KE

WAN Yuhua Fortune Station Ltd. Personal interest 4,900 49.00%
B Fortune Station Ltd. (EPN

Other than as disclosed above, as of 30 June 2014, so far as
known to any Directors or chief executive of the Company, neither
the Directors nor the chief executive of the Company had any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of SFO) (a) as recorded in the
register required to be kept by the Company pursuant to section
352 of the SFO; or (b) as notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions in which they are deemed
to have under such provisions of the SFO); or (c) as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

BRERBENOABZIN BHE-F—NO
FRA=1TH  BATATAAR A K EMR
EENEHTHRAE  BREANAE
ERERERSTRAR  HREHEAR
~R R EREAE(RESF KRBT RS
FXVESH R E) D - BB B
HEh HEQREESFMBMEHRDE
B2EMERECRFBRHIFNELMA
WD MORE - HO)REEF R E K
PIEXVERE7T R ESD AR EANE
ARR MBS MAR (B
EFRBELEFTFRPERIZFBRX
RRERANEDZ LRR)  HORIE
RETRIRERAME A QA B
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H fth & E
INTERESTS AND SHORT POSITIONS OF AANBEFERRWEZR
SUBSTANTIAL SHAREHOLDERS OF THE RE

COMPANY

As of 30 June 2014, so far as known to any Director or chief BAANBESEMNESTHES THA
executive of the Company, shareholders (other than a Director or B HE_ZE-—NEFEA=1TH KE
chief executive of the Company) who had an interest or short (BARNBEESHSTHRAEIN R
position in the shares or underlying shares of the Company as A% (e 4B R MR 10 o HE B IR 1B 35 5 & Hf

recorded in the register that was required to be kept pursuant to BIED EIBIERTEEELNEFEN
section 336 of the SFO were as follows: EaMAmERS AR -

Approximate
percentage of

Number of issued share

Name of shareholder Long/Short position  Nature of interest shares held capital

BRRER %KE EEME RHEE BRESK

Fortune Station Ltd. Long Beneficial owner 1,900,840,000 (L) 65.30%

(Notes 1 and 2)

Fortune Station Ltd. g ExnEAA

(Mt&E1 K% 2)

(L) — Long Position, (S) — Short Position L—#f& S %R

Notes: Bt 5

1. CHEN Qiyuan is the beneficial owner of 51.0% of the issued share capital of 1. R BX JR A Fortune Station Ltd. B % 17 f% & &
Fortune Station Ltd. and is deemed to be interested in the shares held by Fortune 51.0% E#z= A A » W % A 7 Fortune Station
Station Ltd. CHEN Qiyuan, the spouse of WAN Yuhua, is deemed to be interested Ld.FBFERRDTHEAEZ BEENEBRKR
in WAN Yuhua’s interests in Fortune Station Ltd. RUR 4% 7 70 & E 2 £ Fortune Station Ltd. ) 4

mPEAER -

2. WAN Yuhua is the beneficial owner of 49.0% of the issued share capital of 2. & X ZF /A Fortune Station Ltd. & % 17 i% & &)
Fortune Station Ltd. and is deemed to be interested in the shares held by Fortune 49.0% E z= A A+ W1 1R A R Fortune Station
Station Ltd. WAN Yuhua, the spouse of CHEN Qiyuan, is deemed to be interested Ld.BFERRDTFHEAEZ RERNERBSS
in CHEN Qiyuan’s interests in Fortune Station Ltd. T 4R R R BR EXUR 7E Fortune Station Ltd. #9 1

S A -

Other than as disclosed above, as of 30 June 2014, the Company BHE-_Z—HNEA="1TH BREXHmHM
has not notified by any person (other than a Director or chief BREALTZIHI RRABREEEM AL
executive of the Company) who had interests or short positions in (RARABESHIHZEITHABIINR
the shares or underlying shares of the Company as recorded in RS MEERNDFHEERESZ S K
the register required to be kept pursuant to section 336 of the ERAEI[CKEBMEEELRTFEN
SFO. BFaMAmERIOARE -
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SHARE OPTION SCHEME AND PRE-IPO
SHARE OPTION SCHEME

The Company has adopted two share option schemes, a share
option scheme dated on 20 May 2009 (the “Share Option
Scheme”) and a pre-IPO share option scheme dated on 10
December 2008 (the “Pre-IPO Share Option Scheme”), the
purpose of which is to give the Directors, senior management and
employees of the Group an opportunity to have a personal stake
in the Company and help motivate its employees to optimise their
performance and efficiency, and also to retain employees whose
contributions are important to the long-term growth and
profitability of the Group.

Share Option Scheme

The Share Option Scheme became effective on 20 May 2009
and, unless otherwise cancelled or amended, will remain in force
for 10 years from the date.

The maximum number of shares of the Company which may be
issued upon the exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme and any
other schemes of the Company, must not, in aggregate, exceed
30.0% (or such other percentage as may be allowed under the
Listing Rules) of the total number of shares of the Company in
issue from time to time. The maximum number of shares of the
Company issuable to each eligible participant in the Share Option
Scheme within any 12-month period is limited to 1.0% of the
shares of the Company in issue at any time. Any further grant of
share options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to a connected person (or its associates)
of the Company, or to any of their associates, are subject to
approval in advance by the independent non-executive Directors.
In addition, any share options granted to a substantial shareholder
or an independent non-executive Director of the Company, or to
any of their associates, in excess of 0.1% of the shares of the
Company in issue at any time and with an aggregate value (based
on the price of the Company’s shares at the date of grant) in
excess of HK$5.0 million, within any 12-month period, are subject
to shareholders’ approval in advance in a general meeting.
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The offer of a grant of share options may be accepted, upon
payment of an option price to be determined by the Board from
time to time. The exercise period of the share options granted is
determinable by the Board, and commences after a certain
vesting period and ends on a date which is not later than 10 years
from the date of grant of the share options.

The exercise price of share options is determinable by the Board,
but shall be at least the highest of (i) the closing price of the
shares of the Company as stated in the Stock Exchange’s daily
quotations sheet on the offer date, which must be a business day;
(i) the average of the closing price of the shares of the Company
as stated in the Stock Exchange’s daily quotation sheets for the
five business days immediately preceding the Offer Date; and (iii)
the nominal value of a share of the Company.

As of 30 June 2014, an aggregate of 2,880,000 shares options
were granted to three employees by the Company under the
Share Option Scheme, and all of them have been forfeited prior to
1 January 2014.

Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme became effective on 10
December 2008. As of 30 June 2014, options to subscribe for an
aggregate of 14,532,000 shares of the Company were granted,
representing approximately 0.5% of the issued share capital of
the Company as at the latest practicable date. No further options
will be granted under the Pre-IPO Share Option Scheme.

The above options have been conditionally granted to 42
participants by the Company at a consideration of HK$1.0 each.
The subscription price of the pre-IPO share options would be at
par value or at HK$1.19.
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A total of 4,200,000 pre-IPO share options were granted to two
executive Directors on 8 June 2009. Of which, options to
subscribe for 2,730,000 shares of the Company had been
exercised prior to end of July 2012 and options to subscribe for
840,000 shares of the Company were forfeited in May 2013.
Movement of the remaining options to subscribe for 630,000
shares of the Company held by a director of the Company during

the six months ended 30 June 2014 are as follows:

MRZETZAFNANB RAIRTWAE
B} 1TE F 4 4,200,000 &) & X A 5
BERIERE - Hh - 222 730,000
AIROIERER-ZFE——Ft AKA
BT - N 48 840,000 A I 17 B8
BMECR-_ZE—=FEAAKEE-&T
¥ F 58 1 ££630,0002 &) A% 17 BE A% 4
REBEE-_E—NFEFSNAZ=Z+AHILNE
AT :

Number of share options

ROBREHE
Outstanding Outstanding Approximate
as of asof percentage of
1 January 30 June issued share
2014 Granted Exercise 2014 capital of the
BHE during during Forfeited HZE  Company (%)
Exercise price ZZE—M4 theperiod the period during Z=—E-—NF EERAT
Name of director Date of grant  (HKD) Vesting period =f]= REE REE theperiod XSA=+tH EBERTRAEAMN Exercised Period
EEEB BB TREGER) TESEE MARTE BRFEE TESE REBAX MARTE BOBEI(%) TEEH
WONG Sin Yung 8 June 2009 Par Value 4 July 2013 315,000 — - 315,000 0.02 4 July 2013 to 8 June 2019
HER —TETNF EE —E—=F —E-=F+AWABZE
~NANE +tAMWmA —E-AFRANR
Par Value 4 July 2014 315,000 - — 315,000 4 July 2014 to 8 June 2019
HE —ET—mF —E-MELAWEABZE
+tAmA —E-AFRANR
Total 630,000 — — — 630,000 0.02
At
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Apart from the above, options to subscribe for a total of
10,332,000 Shares under the Pre-IPO Share Option Scheme
were granted to 40 employees of the Group on 8 June 2009. Of
which, options to subscribe for 4,047,120 Shares granted to 24
employees were forfeited as of 30 June 2014. Movement of the
outstanding options during the six months ended 30 June 2014
are as follows:

BRULIASN - E-FZTAFRNANR R
BERORBEEMBRETS 2K
% 10,332,000 fix B {0 1 i A #E 0 BC 48 T
AEBMAOKEE -HF - #HE-T—N
FRAZTHZAR T - THOREE
#8.2£4,047,120% % 17 &) BB AR 42 B % R
He MATENBRENBE_FT—MH
FRA=ZTBIEXEAMBRMANT :

Number of share options

ROBEHE
Outstanding (o} ding Appr
as of asof percentage of
1 January 30 June issued share
2014 Granted Exercise 2014 capital of the
Bz during during Forfeited HZ  Company (%)
Exercise price ZZ—F theperiod the period during =—Z-MF EERAT
Date of grant (HKD) Vesting period —A—H REE REE  theperiod AA=1+H EBRTRAM Exercised Period
RER THEE(ER TESEHH HARTE BRFBE THEHEE RHABAX HARTE BMOBIL(%) THEAM
8 June 2009 1.19 4 July 2013 3,825,000 = = 151,000 3,674,000 0.13 4 July 2013 to 8 June 2019
—ZETAFRANRB —T—=F+tAWmH —T—=FtAWmBEZE
—ET-AF~ANE
Total 3,825,000 - — 151,000 3,674,000 0.13

att

Except for the options which had been granted as disclosed
above, no further options were granted as of 30 June 2014.
Details of Pre-IPO Share Option Scheme are set out in Note 15
under the section headed “Notes to the Condensed Consolidated
Financial Statements” to this interim report.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s listed securities during the period
under review.

CHANGE OF DIRECTORS

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.
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COMPLIANCE WITH THE 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
applicable code provisions of the Corporate Governance Code as
contained in Appendix 14 of the Listing Rules during the six months
ended 30 June 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 as of the
date of this interim report, thus fell below the following requirements
under the Listing Rules:

According to Rule 3.10(1) of the Listing Rules, the Company must
appoint at least three independent non-executive directors. The
Board currently had two independent non-executive Directors, 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 currently comprised two members 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 currently
comprised two members, 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 in Appendix 14 to the Listing Rules, the nomination committee
should comprise a majority of independent non-executive directors.
The nomination committee of the Board currently comprised two
members, of which only one is independent non-executive Director
and thus fell below such requirement.
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The Company is in the course of identifying an appropriate candidate
to fill the vacancy of an independent non-executive director of the
Company and a member of the audit committee, remuneration
committee and nomination committee of the Board to fulfill the
requirements under the Listing Rules as soon as practicable and will
make further announcement in due course.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of
conduct regarding securities transactions by the Directors. Having
made specific enquiry with the Directors, all Directors have confirmed
that they have complied with the required standard set out in the
Model Code throughout the period under review.

AUDIT COMMITTEE

The Company has established the Audit Committee in compliance
with Rule 3.21 of the Listing Rules. The Audit Committee is
responsible for, amongst other things, reviewing the financial reporting
process and internal control system of the Group. The Audit
Committee is also required to oversee the relationship with the
independent auditors and to review the accounting policies and
practices adopted by the Group. The Audit Committee has reviewed
the interim results of the Group for the six months ended 30 June
2014 with the management of the Company and recommended its
adoption by the Board.

DIVIDENDS

Following review of the operating results of the Group, the Board
does not recommend the payment of an interim dividend for the six
months ended 30 June 2014.

By Order of the Board
CHEN Qiyuan

Chairman

Guangzhou, 29 August 2014
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Condensed Consolidated Statement of Profit or Loss

and Other Comprehensive Income

RA4R & H 2w R

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

3 N\ 7/

g/\
~ 111

Six months ended 30 June
BZAA=1THLXEA

2014 2013
SE-mFE —_T—=F
Notes RMB’000 RMB’000
B & ARBTRT AR%®T
(Unaudited) (Unaudited)
(REER) (R EZ)
Continuing operations FEREXEL
Turnover L 3 141,689 240,745
Cost of sales & KA (89,520) (120,131)
Gross profit £ F 52,169 120,614
Other income H A 1,394 1,792
Changes in fair value less costs to 4= ¥ & & 2 7 [B1E R
sell in respect of biological assets ~ $4 B 7 ) & &) 18 25 (318) (510)
Selling and distribution costs HERDHEAX (78,126) (158,766)
Administrative expenses THER (19,282) (46,244)
Other expenses HEmER (9,010) (226)
Finance costs B & K A 4 (739) (653)
Loss before taxation Al Es 18 5 (53,912) (83,993)
Income tax expense FTig®i 2 6 - -
Loss for the period from continuing & & & 27 2 BN
operations &5 18 (53,912) (83,993)
Discontinued operation BRIELEER
Profit (loss) for the period from ERIEEEER 2
discontinued operation BHRAF (EE) 7 2,286 (2,019)
Loss for the period attributable to " A & B A 1L
owners of the Company BN E 1R (51,626) (86,012)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HHGERERAMZERE R

For the six months ended 30 June 2014
E-E2—NMEXNA=THLEANEA

B

Six months ended 30 June
BZAA=1+HILREA

2014 2013
—E-mFE @ —T—=F
Note RMB’000 RMB’000
B & AR®T T AR®ET T
(Unaudited) (Unaudited)
(RER) (REgEZ)
Other comprehensive (expense) Hftt 2 (L H)
income
ltems that may be subsequently AREBEHDESR
reclassified to profit or loss: EHmoIEE
Exchange differences arising on BHINEBIRE
translation of foreign operations ERLER (208) 11,050
Other comprehensive (expense) HREMmEE ()
income for the period I & (208) 11,050
Total comprehensive expense for 2N A B %A A FE1L
the period attributable to owners BHrRamy ez
of the Company (51,834) (74,962)
Loss per share BRER 9
From continuing and discontinued — & [ 15 & 48 & % 75 )
operations B IFAE &2
Basic and diluted (RMB) EARAR#EE(ARE) (0.018) (0.030)
From continuing operations KEFFBEEEZET
Basic and diluted (RMB) EXREE(ARK) (0.019) (0.029)
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Condensed Consolidated Statement of Financial Position
AT & B IS Ak &

As at 30 June 2014
R=ZT—MESA=+H

30 June 31 December
2014 2013
—E-mF —E—=F
AA=+H +ZA=+—H
Notes RMB’000 RMB’000
B 5 AR¥T T AREF T
(Unaudited) (Audited)
(REEEZR) (&#E=Z)
Non-current assets kREBEE
Property, plant and equipment mME - BELREE 10 273,666 294,256
Prepaid advertising fee AN E S E = 123
Biological assets EYEE 11 172 170
273,838 294,549
Current assets REBEE
Inventories e 54,457 55,341
Biological assets H & E 11 1,026 1,886
Trade and other receivables B NKHEME uﬁz B 12 78,144 94,922
Restricted bank balance PR HIERITE R 309 309
Bank balances and cash WITHGERR S 47,614 43,302
181,550 195,760
Current liabilities REEME
Trade and other payables B RH fﬂz}f CANE/ 13 177,756 212,121
Amounts due to related parties FE T BB 5 1B 17(a) 2,731 1,514
Income tax payables BT FTIS R 9,650 9,645
Provisions TR EE 2,135 1,826
192,272 225,106
Net current liabilities REBEEFE (10,722) (29,346)
Total assets less current EEHAERRBERS
liabilities 263,116 265,203
Non-current liabilities EREBEE
Deferred tax liabilities EIEFITE S 1$ 2,031 2,031
Loans from controlling R R E
shareholders 17(9) 43,225 —
45,256 2,031
Net assets BEEFE 217,860 263,172
Capital and reserves EARRHE
Share capital A% A 14(a) 256,639 256,639
Reserves T 1 14(b) (38,779) 6,533
Total equity ERBE 217,860 263,172
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Condensed Consolidated Statement of Changes in Equity

LR

e

= N\ 7/
na / ~ Il\I:III\

For the six months ended 30 June 2014

B

E_F—

mERA

=tHLEXEAR

EH)R

Attributable to owners of the Company

AAREEAES
PRC Exchange
Share Share statutory Capital Merger  translation Other  Accumulated Total
capital premium reserves reserve reserve reserve reserve losses equity
f
[ RAEE EERE EfRE SRR ERRE Hit e 2 ER BReE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETR ARETR ARETT ARETT ARETR ARETR ARETR
(note 14(@)  (note 14(b))  (note 14()  (note 14(b))  (hote 14(b)  (note 14(b)  (note 14(b))
(Fista@)  (BPsEt4p)  (BEE40)  (EE140)  (HsE1d)  (HaEtdb)  (RTEE140)
At 1 January 2013 (audited) R-Z2-=#-f-H
(@EH) 056,630 1354742 49,887 8521 8468 (19,458) - (1246130 412,669
Loss for the period BREE - - - - - - - (86,012) (86,012)
Other comprehensive income  HRE 2 B
for the period - - - - - 11,050 - - 11,050
Total comprehensive income  HtE 2 AME
(expense) for the period (i) g - - - - - 11,050 - (86,012) (74,962)
Recognition of equity-settled 72 b B # 5 & 3t 1
share based payments R BEEHFHT
(note 15) (Pi3E15) - - - (2,085) - - - 2,722 637
At30 June 2013 (unaudited) ~ R=Z-=£xXA=18
(REER) 256,639 1,354,742 49,887 6,436 8,468 (8,408) - (1,329,420) 338,344
At 1 January 2014 (audited) R-Z-mE-A-A
(BEH) 256,639 1,354,742 49,887 6,543 8,468 (26,368) - (1,386,739) 263,172
Loss for the period BRER - - - - - - - (51,626) (51,626)
Other comprehensive expense  BAE M ZE R T
for the period - - - - - (208) = = (208)
Total comprehensive expense  HIREM 2 AR LEE
for the period - - - - - (208) - (51,626) (61,834)
Deemed contribution arising ERBRRRENEEER
from non-interest bearing MEEZBREE
loans from controling
shareholders - - - - - - 6,245 - 6,245
Recognition of equity-settled RIAREZET
share based payments PO e
(note 15) (Mi3E15) - - - 27 - - - - 217
Forfeiture of vested equity- MEEENARELEY
seftled share-based payments — BARR {7 &£ 5 6 2 - - - (227) - - - 227 -
At30June 2014 (unaudited) R -Z-MEXA=1E
(REER) 256639 1,354,742 49,887 6,503 8,468 (26,576) 6245 (1438138 217,860
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Condensed Consolidated Statement of Cash Flows

BRAFEIREIMER

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

Six months ended 30 June
BEXA=1+TRHLAEA

2014 2013
—E-mE _—_T=F
RMB’000 RMB’000
ARET T AR® T T
(Unaudited) (Unaudited)
(REER) (REgEZ)
Net cash used in operating activities L EEFAMIRE F5E (42,251) (50,609)
Net cash used in investing activities KERHMAME & F5 (1,929) (7,765)
FINANCING ACTIVITIES mEEH
Repayment of secured bank loans EEEFNRITER - (97,824)
Proceeds from loans from controling A& IX RIZ (60 E R FIE
shareholders 48,483 —
Other financing cash flows HEihghEIRESm - 23,096
Net cash from (used in) financing mEEEES(FTA)
activities KR & F 5 48,483 (74,728)
Net increase (decrease) in cash and Re kRS EEWIEM
cash equivalents OR) F5 4,303 (133,102)
Cash and cash equivalents at beginning REIFIZIE S RBE S EHEY
of the period 43,302 224,608
Effect of foreign exchange rate changes [ & & & 57 & 9 (66)
Cash and cash equivalents at end RERZHENIREEED
of the period, representing bank BERITHEFRE S
balances and cash 47,614 91,440
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Notes to the Condensed Consolidated Financial Statements
RIFR4R & B SRR M 5E

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

BASIS OF PREPARATION

BaWang International (Group) Holding Limited (the “Company”)
was incorporated in the Cayman Islands on 11 December
2007 as an exempted company with limited liability. The
Company and its subsidiaries (collectively referred to as the
“Group”) are principally engaged in the manufacturing and
sales of household and personal care products. The Group
was also engaged in the sales of herbal tea products before
the discontinuation of the segment with effect from 1 July
2013. Further details are set out in note 7.

The condensed consolidated financial statements have been
prepared in accordance with International Accounting
Standard (“IAS”) 34 Interim Financial Reporting issued by the
International Accounting Standards Board (IASB”) as well
as with the applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited.

The Group incurred a net loss of approximately
RMB51,626,000 and reported a net cash outflow from
operating activities of approximately RMB42,251,000 for the
six months ended 30 June 2014, and had cumulative losses
of approximately RMB1,438,138,000 and net current
liabilities of approximately RMB10,722,000 as at 30 June
2014. In view of such circumstances, the Directors of the
Company have given consideration to the future liquidity and
performance of the Group and its available sources of
finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern.
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

1. BASIS OF PREPARATION (Continued) i R EE 4m)
The condensed consolidated financial statements have been BHASGAMERRCEBEZTEL
prepared on a going concern basis. In the opinion of the SEHEES  KNAEEZEREIN
Directors of the Company, the Group should be able to THBRE RAERKEBERF
continue as a going concern in the coming year taking into BEIS B R e
consideration of the following:
()  The Group had bank balances and cash of () AEBR-_ZE—MEFASA=
approximately RMB47,614,000 as at 30 June 2014. THEEAERTEELE 2L
AR ¥ 47,614,000 °
(i) In March 2013, Mr. CHEN Qiyuan and Ms. WAN i) EZFTE—=F=A8  BRER
Yuhua (collectively referred to as the “Controlling SERETEZENE(HKERE A
Shareholders”) and Guangzhou Bawang Cosmetics [ A% AR B 1) A0 2 & & #2 ik
Co., Ltd. (“Guangzhou Bawang”), an entity wholly- EE2EHEBENEINSE F1L
owned by the Controlling Shareholders, undertook to mmBRARTEMNEE]D
provide a long-term loan facility to the Group in an ERMAEEREE -—SEKH
amount up to RMB140,000,000 for a period from 15 EXmE o8l =E ARE
March 2013 to 31 December 2015. On 23 January 140,000,000 B8 — &
2014 and 26 February 2014, respective amounts of —ZFf=ZAt+HHEBE_ZF
HK$9,500,000 (equivalent to approximately —RE+=ZA=+—Hlk-
RMB7,470,000) and USD®6,700,000 (equivalent to 7 709,500,000 (#T & #H & ®
approximately RMB41,013,000) have been drawn # N R #7.470,000) 0 3£ 7T
down by the Group. The long-term loans are 6,700,000(T & HER D AR
unsecured, interest-free and repayable by 29 #41,013,000) #) B 5K 2 7 7
November 2016 or earlier as determined by the Group. RZE—NE—HA=-+=H
As at 30 June 2014, the undrawn facility amounted to K—_ZF—mE - =-+,xH
approximately RMB91,517,000. BFAXREERITEREP, &K
HEXRAEER 2BERH
AEBAER T —AF+
—HAZt+NABHZAIEE-
BHE_Z—NWEXA=1+H
I RHABERNHNARK
91,517,000 -
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014

B

1.

E-FT-MEAA=TALAEA

BASIS OF PREPARATION (Continued)

(i) The Directors of the Company have been taking
measures to optimise the Group’s operations and
improve the cost structure, which include the following:

— adopting measures to expand the revenue
stream through repackaging the enhanced
product series and exploring other sales
channels; and

— adopting various cost control measures to tighten
the costs of operations, including but not limited
to adopting more cost-effective advertising and
promotion channels.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis, except for biological
assets which are measured at fair values.

Except as described below, the accounting policies and
methods of computation used in the condensed
consolidated financial statements for the six months ended
30 June 2014 are the same as those followed in the
preparation of the Group’s annual financial statements for
the year ended 31 December 2013.

In the current interim period, the Group has applied, for the
first time, the following new interpretation (“Int”) and
amendments to International Financial Reporting Standards
(“IFRSs”) issued by the IASB that are relevant for the
preparation of the Group’s condensed consolidated financial
statements.

im B E E @)
i)y AE@ZEEDFEMEE B
bR EBME B R KERAE

R EReR:

—  REUEE M 0 AR
R BREMBEAR
ZIEmMRABIHEER
Bk

—  RE— RIIRAIE S S
BEEEEXK B
B R R ER A A R
EHMNESRESERR
B o

ETEEHBE

B 4 2 B 75 98 % 2 LA 52 B
EEGY BWEMAERNAR
CIEEEE

BRTXHmHFzI B#E_F—@O
FARNA=ZTRHLENEANERER
B HMERAERN ST EER K
AENTERASERREBEE_T
—=FT-A=+T—HILFEHN
MBmERMKEE -

AR HHIE AN & B E KR
THEREAENZEERMZ
MG B REFTNBEKREY
BHREERREAEE NG HLR
R e
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

2. PRINCIPAL ACCOUNTING POLICIES FESHTBE @
(Continued)
Amendments to IFRS 10, Investment Entities BREF TSRS HEERE

IFRS 12 and IAS 27

ERIZE 105

F125% & B
el
FoTHZ
BE] A
Amendments to IAS 32 Offsetting Financial Assets and & 5t A A MBEER
Financial Liabilities FEI25KZ HMEaEs
(EHIEN {8 85
Amendments to IAS 36 Recoverable Amount Disclosures B & =t E B IS E E
for Non-Financial Assets F 365 2 Al 6] Y & X8
(EFN W
Amendments to IAS 39 Novation of Derivatives and B st %R $THETAREY
Continuation of Hedge F 395k 2 BE Rk E A
Accounting (EEIFN IR
International Financial Levies B B 75 R 5 BME
Reporting Interpretation ZELZEg
Committee — Int 21 —REE21%

The application of the above new interpretation and
amendments to IFRSs in the current interim period has had
no material effect on the amounts reported in these R/ HEHZEHBEEE MBERE
condensed consolidated financial statements and/or FrE v BEEBEELTME AN
disclosures set out in these condensed consolidated 2o

financial statements.

AEFHFI 2B RIER] 2 AL
BEHAPHEGAREPHERR
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014

B

E-T-—MERNA=+HIEANEAR

TURNOVER AND SEGMENT
INFORMATION

Turnover represents the net amounts received and
receivable of the goods sold to customers, net of discounts
allowed, volume rebates and sales related taxes where
applicable.

Information reported to the most senior executive
management of the Group, being the chief operating
decision maker, for the purposes of resource allocation and
assessment of segment performance focuses on a mixture
of product lines and geography. The segments are managed
separately as each operating segment offers different
products which require different production information to
formulate different strategies. No operating segments
identified by the chief operating decision maker have been
aggregated in arriving at the reportable segments of the
Group.

Specifically, the Group’s reportable and operating segments
under IFRS 8 are as follows:

o Hair-care products
o Skin-care products
o Other household and personal care products

An operating segment regarding herbal tea products was
discontinued in the year ended 31 December 2013. The
segment information reported below does not include any
amounts for this discontinued operation, which is described
in more detail in note 7.

Also, the Group’s senior executive management is provided
with segment information concerning segment revenue and
result. Segment assets and liabilities are not reported to the
Group’s senior executive management regularly.

Interim Report 2014 —

’I'

ERBERHBER

ja ]

EXRBEASELEETEFPMNE
)00 BR I 40 - 55 BB A K AE B
HER(MER) KRH B WK & IE
Wk o

RIBEEmMmGERBEMELD
ﬁBF'E]ﬁiJ? DR R FH A D B RE W
L BESMAEERASE
@ZmﬁﬁﬁEﬁAEW@EN
EAREBE)RE B HEREHR
BREONERSHIBBIERES
REDHREEMN - AKEBEZE
BELARERABAEBEREA
NEHEHRHEEDEL -

RIFBERM B REENFSH - A
SEZARENKEEDE R

e EEEM
e EEEM
° HEMRANEAZEREH®R
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

3. TURNOVER AND SEGMENT 3. BEEBENDIBER @)
INFORMATION (Continued)

NTRAEERABENFEL
EDRWAREE DN

The following is an analysis of the Group’s revenue and
results by reportable and operating segments:

For the six months ended 30 June 2014 BE-Z-—DNEARA=1THLR

8 A

Continuing operations BESEEK
Other
household
Hair-care Skin-care  and personal
products products care products Total
HttxXAR
EEER EEER BAEEER ait
RMB’000 RMB’000 RMB’000 RMB’000
AR®TT AR®Tr AR¥Tx AR%Tn
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (RBER) (RBER)
Revenue from external RENDEP ZH]A
customers 129,483 6,596 5,610 141,689
Segment losses PHER (44,868) (453) (3,743) (49,064)
Change in fair value less EMEERREBE
costs to sell in respect A E AR
of biological assets Z2FPBER (318)
Bank interest income RITHBRA 106
Other income Hp A 1,288
Corporate and other RO BEH
unallocated expenses HipAx (5,185)
Finance costs AR A (739)
Loss before taxation from SEmBER Y
continuing operations BATER (53,912)

38
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014

B

E-T-—MERNA=+HIEANEAR

TURNOVER AND SEGMENT LEXHER T HBER @
INFORMATION (Continued)
For the six months ended 30 June 2013 E_E—=FXNA=1+HIEN
& A
Continuing operations BELCEER
Other
household
Hair-care Skin-care  and personal
products products  care products Total
Hix AR
EEEMD EEEMm FAZEEm B
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT AR®TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REER)
Revenue from external RENDEEZH]A
customers 194,301 19,941 26,503 240,745
Segment losses AEEE (61,144) (5,640) (3,672) (70,456)
Change in fair value less EMEELREBE
costs to sell in respect ;i RN
of biological assets 2EER (610)
Bank interest income |ITFIBHA 639
Other income HEilg A 1,153
Corporate and other AOBE BE R
unallocated expenses EoRx (14,166)
Finance costs BEKAK (653)
Loss before taxation from FEMERER Y
continuing operations M2 (83,998)
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

4. FINANCE COSTS 4. BLE KA

40

Six months ended 30 June
BEZA~A=1tHLA@EA

2014 2013
—E—-NE —F—=
RMB’000 RMB’000

AR®BT T AREF T
(Unaudited) (Unaudited)

(REER) (REER)

Continuing operations FEREEL
Interest on secured bank loans wholly R E R F|Hi 2 &8 8
repayable within five years EEFRITERNEE
¥ & - 653
Imputed interest on non-interest bearing 2 A% A% IR it 2 % B E &
loans from controlling shareholders B & & F & 739 —
739 653

BaWang International (Group) Holding Limited # F B & (&£ &) ik G R A a8l



Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

5. LOSS BEFORE TAXATION 5. BAIEE

Loss before taxation from continuing operations has been
arrived at after charging (crediting) the following items:

SEREXEB 2 HAEBERE MR
(’FA) THIER :

Six months ended 30 June
BEA~A=1+THLA@EA

2014 2013
—E-F —E—=F
RMB’000 RMB’000

ARET T ARETF T
(Unaudited) (Unaudited)

(REER) (REER)

Bank interest income |ITH B WA (106) (639)
Depreciation e 13,930 13,153
Impairment loss recognised in respect MR A A E BB B K

of biological assets (included in other GFAEMBER)

expenses) 726 —
Impairment loss recognised in respect  TERWE MELZREH

of property, plant and equipment WEEB K G AEAM

(included in other expenses) M) 6,970 —
Impairment loss recognised (reversed) R (L) E 5 ElNRIE

in respect of trade receivables VERIEREES 1,565 (129)
Net loss (gain) on disposal of property, BREWE - BE LEZEN

plant and equipment FE KL (W) 14 (391)
Net exchange (gain) loss PE 5 (%) 5185 58 (53) 7,043
Redundancy costs EBERE 844 7,252
Reversal of write-down of inventories FEKELEEBERD

(included in cost of sales) (FFASEEKRA) (937) (16,859)
Write-down of inventories FEKEERE

(included in cost of sales) (Gt ASHERA) 1,227 1,465
Write-off of inventories 17 8 R

(included in cost of sales) (Gt ASH & B AR) 921 8,222
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

6. INCOME TAX EXPENSE

42

M

(i)

Under the Law of the People’s Republic of China (“PRC”)
on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the tax rate
of the subsidiaries is 25% from 1 January 2008
onwards.

The PRC EIT Law allows enterprises to apply for the
certificates of “High and New Technology Enterprise”
(“HNTE”) which entitles the qualified companies to a
preferential income tax rate of 15%. Bawang
(Guangzhou) Co., Ltd. (“Bawang Guangzhou”), a PRC
subsidiary of the Group, was qualified as a HNTE in
2009 and the qualification was renewed and valid until
2014. However, Bawang Guangzhou did not have any
assessable profits subject to Enterprise Income Tax for
the six months ended 30 June 2014 and 2013.

No provision for Hong Kong Profits Tax has been
provided as the Group did not have any assessable
profits subject to Hong Kong Profits Tax for the six
months ended 30 June 2014 and 2013.

Pursuant to the laws and regulations of the Cayman
Islands and the British Virgin Islands (“BVI”), the Group
is not subject to any income tax in the Cayman Islands
and the BVI for the current and previous interim
periods.

6. FIEH <

M

(i)

RETBEEXMEHRERE
XBREBERGH  KN&
BRTPEEMAMNEARA
“ETENF-HA-HEMXK
£525% °

RECEMGENAAGFRE
RESMEMCEEE M
ESZERNLERNNUNER
BN ERBHE FE(E
MBRARTHEEEMND R
—ETNFHERERS TR
Mt THIXBERE A
MEZZ—MF R &
E_ET—NUER-_ZT—=F
ANAZ+THLEREA - BE
BN A8 B E ] 7B 8 40 1 %
Fr 5 Fi 2 & 2R Bl om Al o

(EZE—WERZT—=
FRAZFTHIEAREARH K
E@BMAREETABHNE B
FTBR 2 ERBEF - BT A
WEELTBFSFHER -

RERSHEREB R
50 R RGN NEEE
AR RARHEAE2
HELRRBREALBESHEIM
BiIA -
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014

B

6.

2T —

(iv)

MERA=+THIEREAR

INCOME TAX EXPENSE (Continued)

Pursuant to the Implementation Rules of the EIT Law,
overseas investors of foreign investment companies
shall be liable for withholding income tax at 10% on
the dividend derived from the profits of PRC
subsidiaries with effect from 1 January 2008, unless
the tax rate is reduced by treaty. Pursuant to the Sino-
Hong Kong Double Tax Arrangements, the investor
established in Hong Kong which the beneficiary owner
is holding not less than 25% of the equity interests of
its PRC subsidiaries can enjoy a reduced withholding
tax rate of 5% on the dividend received from its PRC
subsidiaries. The Group did not make provision of
withholding income tax for the six months ended 30
June 2014 and 2013 since the PRC subsidiaries
incurred losses in both interim periods.

DISCONTINUED OPERATION

During the six months ended 30 June 2013, the Directors of
the Company resolved to discontinue the production and
sales of its herbal tea products due to the unsatisfactory
financial performance of the business of the herbal tea
products. Accordingly, herbal tea products segment is
presented as discontinued operation.

6. FIEH X H @

vy BEGCEMSHREE KK
Bl B-_TEFTNF—H—H
B BRIEEKRABIETE X
NI ECERNBINEE R
AgRBEFEKBRR G
FE I BB S10% T8 0 P 15
Ho-RBiE@#EPEMHES
BBMLH REBEI LK
BEEWNMRBAETREKNE QA
TER25% 2 B A X &= FT
EAAAEZREHFBEH
B8 A~ | A AR B /) B TE
B ES% - AR BK B A
AEBAEEE BEREAEE
REBEEZZE—HNFERZF—
=FXNA=1+BIENEARN
RBFIREMAEH -

ORISR

REBE_ZT—=F~A=tHBL
NEA ARERERELERNR
TEB REEBRERLERKE
mHEEREE - Hlt RmREM
DEHEERERERBRER -
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

7. DISCONTINUED OPERATION (Continued) 7. DRSS % @
The results of the discontinued herbal tea products CRIEFEREREGREE_Z

—NEER-_ZE—=FA=1H
IEARBEAMESNT :

operation for the six months ended 30 June 2014 and 2013
are as follows:

Six months ended 30 June
BEA~A=1tHLAM@EA

2014 2013

—ZET—-WF —ET—=4F

RMB’000 RMB’000

ARMTRE ARETT

(Unaudited) (Unaudited)

(REEZR) (REEZ)

Turnover EERE = 794
Cost of sales 5 & B AR = (1,521)
Other income H A A 2,750 2
Selling and distribution costs HE R HEMAX - (754)
Administrative expenses TEE A (74) (246)
Other expenses EMmEA (390) (294)
Profit (loss) before taxation AT AR (E8) 2,286 (2,019)
Income tax expense Frig i it = —
Profit (loss) for the period HAAF (E1E) 2,286 (2,019)
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

7. DISCONTINUED OPERATION (Continued)

The profit (loss) for the period from discontinued herbal tea
products operation includes the following:

7. Ell AN ﬁ(« — %ﬁ% (nﬁ
ERIEMRREBOHANRN (B

B)BREATEE:

Six months ended 30 June
BEA~A=1+THLA@EA

2014 2013
—E—UF —E—-=
RMB’000 RMB’000
ARET T AR®ET T
(Unaudited) (Unaudited)
(REER) (REgEZ)
Bank interest income |ITH B WA — @
Depreciation e 16 190
Impairment loss recognised in respect R B 5 FEIL K TE
of trade receivables & TE Bx 35 —
Net loss on disposals of property, BEEYE  HEIZED
plant and equipment SRR 81 11
Provision for litigation FRFTIRER
(included in other expenses) GFAEMER) 309 -
Write-back of trade and other payables 2 5 % H i & 1~ 5% 18 # [0]
(included in other income) (FF A H AU A) (2,750) -
Write-off of inventories FEWREGIABESERA)
- 335

(included in cost of sales)
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

7. DISCONTINUED OPERATION (Continued) 7. DRIEBEER @)

EREMRARHOHFREOR
H)RAT

Net cash (outflows) inflows on discontinued herbal tea
products operation are as follows:

Six months ended 30 June
BEAA=1tHLA@EA

2014 2013

=F-WE —T-=F

RMB’000 RMB’000

ARET T ARETF T

(Unaudited) (Unaudited)

(REEX) (REEER)
Operating activities KEEH (53) (274)
Investing activities KEEE 51 5
2 (269)

8. DIVIDENDS

No dividends were paid, declared or proposed during the
interim period. The Directors of the Company do not
recommend the payment of an interim dividend for the six
months ended 30 June 2014 (six months ended 30 June
2013: nil).

8. k2

O R B R SR
KEFKRS - ARAEETEH
ENBEE-Z-MFERA=+H
EAREANTMFHKRE(BRES
T—=FRA=1THBIERMEA:
) o

VAT

9. LOSS PER SHARE BREE
From continuing and discontinued operations REFEEEEXHTROKBLLE
BEXH
The calculation of the basic and diluted loss per share from RAAREBEABEREFELE
continuing and discontinued operations attributable to EBRERIEREEB 2 SRE
owners of the Company is based on the loss for the period ARBEEEERBFELE X
from continuing and discontinued operations of BRERIFTEEXEK2HRNERE
approximately RMB51,626,000 (six months ended 30 June 4 AR #51,626,000(HE T —
2013: approximately RMB86,012,000) and the weighted =FRNA=ZFTBHLERNEARA:HHA
average number of approximately 2,910,971,000 (six K #86,012,000) & Hi A 2 8 17 &
months ended 30 June 2013: approximately 2,910,971,000) i@ % o0 4 T ¥5 28 492,910,971,000
ordinary shares in issue during the period. REBEZTE—=F<H=THL
78 A : 492,910,971,0000%) 51 & -
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014

B

E-FT-MEAA=TALAEA

LOSS PER SHARE (Continued)

From continuing operations

The calculation of the basic and diluted loss per share from
continuing operations attributable to owners of the Company
is based on the loss for the period from continuing
operations of approximately RMB53,912,000 (six months
ended 30 June 2013: approximately RMB83,993,000) and
the weighted average number of approximately
2,910,971,000 (six months ended 30 June 2013:
approximately 2,910,971,000) ordinary shares in issue
during the period.

From discontinued operation

Basic and diluted earnings (six months ended 30 June 2013:
loss) per share for the discontinued operation attributable to
owners of the Company is RMB0.001 per share for the six
months ended 30 June 2014 (six months ended 30 June
2013: RMBO0.001 per share), based on the profit (six months
ended 30 June 2013: loss) for the period from the
discontinued operation of approximately RMB2,286,000 for
the six months ended 30 June 2014 (six months ended 30
June 2013: approximately RMB2,019,000) and the
denominators detailed above for both basic and diluted
earnings (six months ended 30 June 2013: loss) per share.

For the six months ended 30 June 2014 and 2013, the
diluted loss per share is the same as the basic loss per
share.

The computation of diluted loss per share for the six months
ended 30 June 2014 and 2013 did not assume the exercise
of the Company’s share options as the effect is anti-dilutive.

BREE @)

RERKREERSE

AABBEBEARLBELCEER
CEHBREARBEBEERERER
BREXEB ZHRANBEBOAR
#53,012,000(# =2 =T — = F
NAZTHIESNEA: HARK
83,993,000) X AN B % 17 & @ %
hn#E 19 #492,910,971,000 % (&
e AN e ol = N g
A : 492,910,971,0008%) 51 & -

REECHRILEEERY

KA BEBEARLMERIELESE
BeBREAREERFN(BZEZ
TE—=ZFEXA=+HIA~HEA:
BB EBR AR (BE =
T—=FEXA=+tHIA~HEAR:
BERAR®0.001) BRIREEKIE
KEEEHANBIN(BE T —
—EXRNAZTHLENEA: BE)
“ANREE2286,000(F 2 —F—
=FXNA=+TBHIEANEA: KA
R #2,019,000) & £ X Frift 2 5 &F
FESREAREERR(BEZ
T—=FXA=1tHIA~HEAR:
B 18) -

BE_T--OFR_FT-—=FX
A=ZTHLEREANEREEE
BERESKRELRER-

HRARRMNBREAEGR#ET
MR IAEFERE TN
FR-IZF-—=FRA=tTHLER
BEAMEEREEEER L&
BRITEEMARBNERE -
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

10. MOVEMENTS IN PROPERTY, PLANT

48

AND EQUIPMENT

During the six months ended 30 June 2014, the Group
spent approximately RMB568,000 (six months ended 30
June 2013: approximately RMB9,723,000) on construction
costs of new production plant and acquisition of machinery.

Property, plant and equipment with a net carrying value of
approximately RMB283,000 was disposed of by the Group
during the six months ended 30 June 2014 (six months
ended 30 June 2013: approximately RMB560,000), resulting
in net loss on disposal of approximately RMB95,000 (six
months ended 30 June 2013: net gain on disposal of
approximately RMB380,000).

During the six months ended 30 June 2014, the
management conducted a review of the property, plant and
equipment which were used in the continuing operations
and determined that those assets were impaired with
reference to their value in use. Accordingly, impairment loss
of approximately RMB6,970,000 (six months ended 30 June
2013: nil) has been recognised under other expenses in the
condensed consolidated statement of profit or loss and
other comprehensive income. The value in use calculation is
determined based on the financial budgets covering a ten-
year period which is reference to the estimated useful life of
the assets, and a pre-tax discount rate of 17.18%, approved
by the management of the Group.

10.

%%HE&Z&%E’J%

HE_Z—WFEFA=1+H8L
NEA AEEREEHARKE
568,000 E—T—=F A=+
B1E/NEA : 4 A R#09,723,000)
RAEEMERERKA R EE S -

HE_Z—MHNMEA=+HI~
AR AEBEEHEEEEEY
AR #283,0000 % - BB k&
HBEE-_Z—=F,A=1+H
1ENE A 4 AR #560,000)
B 15 H B F 1B K4 A R 95,000
(Bz2-_Z—=Z#xA=Z+tH1
ANEAR:HEFURZHDARK
380,000) °

BE_FT—NFA=+HIER
AR EEEHARBEELESE
BHME- BEERIBEET TR
BMYUZEENEREBIEASE
ERENZ2E - BEEBLXHOAR
#6,070,000(H =2 —F — = F X
AZ+B1IEXRNER: )EKE
RAERAGEE= REMA2E K
TR EHCBRARN - HEEMNFE
BEERNSEEEELZHESA
ERNGEFTERAFREBRATITEX
17.18% 1 4" 2L A 10 4F B 7% 78 & 2K
T -
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Notes to the Condensed Consolidated Financial Statements

WHGREMBERERME

For the six months ended 30 June 2014
HE-_ZT-—WFA=+HIEA~EA

11. BIOLOGICAL ASSETS 11.

Biological assets represent the growing herbs in the
cultivation base located in the PRC.

EMEE

EWMEERELRTBEARENE
EENEREEN R B

o

Six months Year
ended ended

30 June 31 December
2014 2013

BZ-Z2-—NFE #H=z_ZT—=F
NA=TH +=-A=+-—H

IEREA IEFE
RMB’000 RMB’000
AR T AREF T
(Unaudited) (Audited)
(REER) (geE%z)
At 1 January 2014/ RZE—MNF—H—H
1 January 2013 —E—=%—AF—H 2,056 1,978
Changes in fair value AREBEEREEXNAD
less costs to sell HEB & (318) (223)
Plantation expenditure BEY . 186 410
Impairment loss BB X (726) -
Herbs harvested during BRI, P UG TE Y o B2
the period/year = (109)
At 30 June 2014/ RZE—NFHA="TH
31 December 2013 —E-—=F4+—-_/F=+—H 1,198 2,056
Non-current portion ERBNE S 172 170
Current portion Ve A 1,026 1,886
At 30 June 2014/ R_TE—MFEXA=+H
31 December 2013 —E—-—=%F4+=-A=+—H 1,198 2,056

Plantation expenditure comprises those costs that are
directly attributable to the cultivation of herbs including
seeds, fertilisers, pesticides, direct labour, operating lease
charges on farmland and other direct costs.

As at 30 June 2014, the Group had 185 hectares (31
December 2013: 375) of growing herbs.

BEXHERUTEXRBRNER
TWEENKARERET EH R
- HEAL EHNKEHEER
FAAREMBERMKA

HEZE-_T—HmOF~A=+H &
EEEEFIBAE(ZE—=F+
A=+ —HB:375)EEMNFE
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BE_ZT-—MNEAA=+HIEAEAAR

11. BIOLOGICAL ASSETS (Continued) 11. &£ % ',éf E (&)

Biological assets are stated at fair value less costs to sell at
the end of the reporting period as estimated by an
independent appraiser using the net present value approach
whereby projected future net cash flows were discounted to
provide a current market value of the biological assets.

The following unobservable inputs were used in level 3 fair

REBHRNENMEEAR B
BEREEKRNETHE HEE
& 98 L Y R s B AR R E TR
EITHEE - AR EHEME
ENEEETHER  HEAKR

KEREGREETHER  UFtE
ZEMBENRITHISEME-

value measurements of the Group’s biological assets as at

30 June 2014:

Unobservable inputs

THEREHR

ATRBEE_T—NFA=T
REREMEEF =-RoAEE

HEZ RABRAR :

Range of unobservable
inputs (weighted average)
TAHBEERENEE
(hn#&F 15 1E)

Relations of unobservable
inputs to fair value
FHBEERE
NRAEBEEZBRE

Growing herbs yield — kg per hectare

BEZHEERK -SRETR

Growing herbs price

BEZHEEER

Discount rate

EE

30-750 (649) per year

& 30-750(649)
RMB3-RMB115

(RMB28) per kg
BTFRARBI-ARE®B115
(ANE¥28)

11% (11%) per annum

FFE11% (11%)

The higher the growing herbs
yield, the higher the fair value

BEPEERNBEZ
AREBEESS

The higher the market price,
the higher the fair value
BEzHEEMESS

ARBEESS

The higher the discount rate,
the lower the fair value

BEsHEEFTREES
A~ EEBE
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11. BIOLOGICAL ASSETS (Continued)

The following unobservable inputs were used in level 3 fair
value measurements of the Group’s biological assets as at
31 December 2013:

1. £V E = &)

ATRBE-_ZT—=F1+-A=
T—REREMEEF=ALAR
BEFEZTAERER:

Range of unobservable inputs  Relations of unobservable

Unobservable inputs (weighted average)
TR B REN & E
TR R EH (hn#eF1a1E)

inputs to fair value
TR B R B K i
ARBEZBE

Growing herbs yield — kg per hectare 30-750 (665) per year

BEZPFEEWRK -SRAETR  HF30-750(665)

The higher the growing herbs
yield, the higher the fair value
BEZPEERNBZ

AREBEESR
Growing herbs price RMB4-RMB100 The higher the market price,
(RMB19) per kg the higher the fair value
BiEHEEER BTRARBI-ARKI100 BHEZPEEmEYS
(ANE¥19) ARBESS
Discount rate 11% (11%) per annum The higher the discount rate,

Pri|m = FE11% (11%)

The discount rates used in the valuation of the biological
assets in the PRC at the end of the reporting period were
based on the market-determined pre-tax rate.

There has been no change from the valuation technique
used in the prior year. In estimating the fair value of the
biological assets, the highest and best use of the biological
assets is their current use.

the lower the fair value
BEzHEHEFRIES
N EEEK

RERBR RRPEEENE
MEEGMEERZITRAETRER
M5 EE Z B Al & -

EEERMEE-—FEMAELE
HE-RAEBEEVMEEZARE
EMs EMEEZRBEREM
BERERKZERE-
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11.

52

BIOLOGICAL ASSETS (Continued)

Reconciliation of Level 3 fair value measurements of growing
herbs on recurring basis:

1. £V E = &)

EMEEZBRRUEE =R E
Bt E %K -

Six months Year
ended ended

30 June 31 December
2014 2013

BE-ZE—NE HE_ZT—=F
ANA=+H +=-A=+—H

IERER IEFE
RMB’000 RMB’000
AR®T T AR T T
(Unaudited) (Audited)
(REER) (EZ)
At 1 January 2014/ R-—T—mME—AF—RA/

1 January 2013 —E—=F—H—H 2,056 1,978
Addition 75 =1 186 410
Change in fair value due FREEBEMELE Z AR

to transformation {E E """"" EJ) (318) (223)
Impairment loss BEE K (726) -
Transfer to inventory BEEE = (109)
At 30 June 2014/ R-ZT—MENA=+8/

31 December 2013 —E—=F+=-A=+—H 1,198 2,056

The above change in fair value recognised in profit or loss of
approximately RMB318,000 (year ended 31 December
2013: approximately RMB223,000) is presented on the face
of the condensed consolidated statement of profit or loss
and other comprehensive income and is attributable to the
change in unrealised gains or losses relating to biological
assets held at the end of the reporting period.

NERBREFBRAZAABESR
@JZ’J/\E%msooo(%zE*T—
ZF+_A=Z+—HLEEFE: L
AR #223000) B RERHLEZSE
mhEMEEAKEREZER K
ZEHNEREREHRBFELE
MEEMRBZ RERFBxERE
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12. TRADE AND OTHER RECEIVABLES

The Group allows an average credit period of 30 to 90 days

to its trade customers.

The following is an analysis of trade and bills receivables, net
of impairment, presented based on the due date at the end

12. E5 R H B WKIR

AEBHTFTEESREFPATEYE
EHA30F90H -

REINHBEZ2IZE S EKHA
K U SR & (AN BR R (E) 1 2 ¥

of the reporting period: REDITAT
30 June 31 December
2014 2013
—E—-F —E—=F
~NA=+H +=-—A=+—H
RMB’000 RMB’000
AR®F T ARBEFTT
(Unaudited) (Audited)
(REER) (E#EZ)
Current BD HA 35,315 56,742
Less than 3 months past due wHF A BME A 28,239 20,937
More than 3 months but less than  #1 B 283 = 61E A
6 months past due 8,097 7,225
More than 6 months but less than  #1 BB B :B6 Z= 12 E A
12 months past due 2,753 1,056
More than 12 months past due 160 B % M 12{E A 4,362 3,977
78,766 89,937
Less: allowance for doubtful debts  Jg : 12 AR 2 4 (6,205) (4,640)
72,561 85,297
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13. TRADE AND OTHER PAYABLES 13. EZ REMEBEANRIE
The following is an analysis of trade payables by age, RIBFZNEBA 25 28 5 EMNKIE
presented based on the due date: WERE DT

30 June 31 December

2014 2013

—E—-mEF —E—=F

~NA=+H +=-BA=+-—H

RMB’000 RMB’000

AR¥ET T ARBEFIT

(Unaudited) (Audited)

(R&FZ) (E#EZ)

Due within 1 month or on demand 1 1& A A 2l B st i i@ &0 (2 2 35,263 42,963
Due after 1 month but within 3 months 1 1& A & 1B 72 3@ B A 5 #A 2,963 5,908
38,226 48,871

14. SHARE CAPITAL AND RESERVES 14. B AR f#E
(a) Share capital (a) Bx&

Number of Amount as
shares Amount presented
BRBEE | BEeHE
‘000 HK$'000 RMB’000
F BrTTr AREFT
Ordinary shares of FRAET0IZ AR
HK$0.1 each
Authorised: ET
At 1 January 2013, RZE—=%—H—H"
31 December 2013 and “E2-=Z%+-A=+—H
30 June 2014 k-ZZE-NESA=1+H 10,000,000 1,000,000
Issued and fully paid: BEBIREMZ:
At 1 January 2013, R-ZE—=F—F—H"
31 December 2013 and —E-=%+-R=1+—8"
30 June 2014 “E-NERXA=TH 2,910,971 291,097 256,639
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14. SHARE CAPITAL AND RESERVES (Continued)

(b) Nature and purpose of reserves

0]

(ii)

(iii)

Share premium

The application of the share premium account of
the Company is governed by the Companies
Law (Revised) of the Cayman Islands. The funds
in the share premium are distributable to the
shareholders of the Company provided that
immediately following the date on which the
dividend is proposed to be distributed, the
Company will be in a position to pay off its debts
as they fall due in the ordinary course of
business.

Capital reserve

The capital reserve represents the portion of the
grant date fair value of unexercised share options
granted to employees of the Company that has
been recognised in accordance with accounting
policy adopted in the 2013 annual financial
statements.

PRC statutory reserves

PRC statutory reserves are established in
accordance with the relevant PRC rules and
regulations and the articles of association of the
PRC subsidiary of the Group, Bawang
Guangzhou. Transfers to the reserves are
approved by the board of Directors of Bawang
Guangzhou.

Bawang Guangzhou and Bawang (China)
Beverage Company Limited (“Bawang
Beverage”), which are wholly foreign owned
enterprises established in the PRC, are required
to transfer at least 10% of their net profit (after
offsetting prior year losses), as determined under
the PRC accounting rules and regulations, to
statutory general reserve until the reserve balance
reaches 50% of the registered capital under the
PRC Company Law and the articles of
association of the entity. The transfer to this
reserve must be made before distribution of
dividends to the equity shareholder.

14. A K 18 o|)
(b) EEHERASE

(M)

(i)

(iii)

BRERRE

ZNY/NESI &N e = 0l
AXAERERQAEA
(BEFT)FRE - BRI
EREZZRNBRENB
B N"REIHENE
BEBRXBTIHNE
A IN/NCTROE C =
P 7 i {8 B A AR 90 R

n
SN

&3 1]
BRI ARAREENEK
BARTTENE D HH

BERABETFTEHORAAE
ERB T —=FF3f
BFENGTBRRRER
EEPRER -

P Bk TE

TEDEERBE NIREAR
B8 7 B AR Bl B A5 B DA
AEBERHHENEB R
ABEIEMNNARER
R - HERNFHDE
BIEMESESHE-

BIEMEBI(FE)
AR AR (& ERK
Ft1) 7550 B A S #Y 4
BEELE HEARE
P& E AR B R AR B
9w N & D 10% /)
Fa A (BEAEFE
MEBBRER)E —RZEATE
R BEERERERE
AHPBERARDERZER
B 2 Rl B2 R E A A
& R #H50% & 1E o 8 B
ERRBEARARER
BADIRBBATHETT °
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14. SHARE CAPITAL AND RESERVES (Continued) ~ 14. % 28 X% f&# 18 (&)

(b) Nature and purpose of reserves (Continued) (b) fEfEMHERAEE)

(iii) PRC statutory reserves (Continued) (iil) EEE W (&)
Statutory general reserve can be used to make —RETHEMER BIERM
good prior years’ losses, if any, and may be BLAEFEMNBE(DM
converted into share capital by issuing new B) - JNA] i R TR BRRE S
shares to equity shareholders proportionate to EEANEENKER

their existing percentage of equity interests
provided that the balance after such issue is not
less than 25% of the registered capital.

(iv) Merger reserve (iv)
On 20 December 2007, Bawang International
Group Holding (HK) Limited, a wholly-owned
subsidiary of the Company, acquired all the
equity interest of Bawang Guangzhou amounting
to US$12,500,000, which was previously held by
a company owned by the Controlling
Shareholders of the Group, at a consideration of
the same amount. Accordingly, the share capital
of Bawang Guangzhou was eliminated and a
merger reserve arose due to foreign exchange
differences.

(v) Translation reserve (v)
Translation reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of the operations
outside the PRC.

(vi) Other reserve (vi)

The other reserve represents the deemed
contribution by the Controlling Shareholders in
the form of non-interest bearing loans to a
subsidiary. The amounts are estimated by
discounting the nominal value of the non-interest
bearing loans to the subsidiary at an effective
interest rate.
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B

E-FT-MEAA=TALAEA

15. EQUITY SETTLED SHARE-BASED

TRANSACTIONS

Pre-IPO Share Option Scheme

The Directors of the Company approved a Pre-IPO Share
Option Scheme on 10 December 2008. On 8 June 2009,
the Company conditionally granted certain pre-IPO share
options to the Directors, senior management and employees
under the Pre-IPO Share Option Scheme. The exercise of
these share options would entitle two of the Company’s
Directors to subscribe for an aggregate of 4,200,000 shares
of the Company, and forty of senior management and
employees for an aggregate of 10,332,000 shares.
According to the grant letters signed by the Company and
the beneficial individuals, the exercise price of each share
under the Pre-IPO Share Option Scheme is either at par
value of HK$0.1 (four people under this tranche including
two Directors), or at HK$1.19, representing a 50% discount
to the offer price of HK$2.38 under the global offering (thirty
eight people under this tranche). Each option granted under
the Pre-IPO Share Option Scheme has a vesting period of
one to five years, commencing from the listing date and the
options are exercisable until 8 June 2019.

REGFEILURG B

RIRB AR T &

RKRAREER_ZEZENFE+ A
+ BH# & X QR R E R
FE-R_ZTETAFNANR
AAREBRGEHBEE XM
EAEREFENEST A RE
EEKEREERHETEAA
FHEEMBERE - TELHEER
BB TFARIMEBESREA
4,200,000 8% & A 7 B 15+ LA K Y
+EEREEENMEEBREAL
10,332,000 f% 28 2 &) f% 17 # #E 7
BEARAEGEIZAFTIN
RPEHHG BXARBEENBER
BEHEETHERBROITEES
EEESBT01 (AT - EmR
BREMEBZES) X BL1.19 " BliE
PHRBETHEB B L2238 &
50% (= +\NATELF) - BEFEE X
PHABENBEREFSIRLNE
MERENTERSSFHREB LM
BEE:T—FERFE TEER
ENBER-_ZT—HLENA/NBA
17fE -
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15.

16.

58

EQUITY SETTLED SHARE-BASED 15. AR A& S 36 LU R 17 53
TRANSACTIONS (Continued) ERORF @)
Pre-IPO Share Option Scheme (Continued) HRXROBERBRIESS (48)
The following table discloses movements of the Company’s TRBEBREERESEEZHMU
share options held by Directors and employees during the BT HR R ¥ B AN N 5] BE RR 4 Y &
current and prior periods: (=P
Outstanding at
Outstanding at  Forfeited during 31 December Forfeited during  Outstanding at
Option type 1 January 2013 the year 2013 the period 30 June 2014
R=B-=% R-B-=% R=B-m%F
-R-H +=-A=+-H ~AZtH
BREER i K A7 FREIH fe K A7 B B ie K 47
Pre-IPO Share Option Scheme 5,846,000 (2,021,000) 3,825,000 (151,000) 3,674,000
BRAREEARERE
Weighted average exercise price HK$0.60 HK$0.74 HK$0.51 HK$1.19 HK$0.50
MEFHITEE 7% 710.60 B r0.74 #7051 #7119 #7050
At 30 June 2014, 2,150,000 share options were exercisable R—ZE—WOWFEFASNA=Z+ A8
(31 December 2013: 2,251,000). 2,150,00017 f& A% #& 7 B K B 7]
AE- (ZE—=F+=-A=+—
H :2,251,000)
For the six months ended 30 June 2014, the Group HZ-_Z—WNHFENA=+8 1t
recognised total expenses of approximately RMB277,000 (six ANER AEEERERLHOE
months ended 30 June 2013: approximately RMB637,000) BKEALBELEASXDHOARE
in relation to the fair value of the share options granted by 277,000 EZE=_T—=F A=+
the Company. HiEREA : 89 AR ¥637,000) °
FAIR VALUE MEASUREMENTS OF 16.

FINANCIAL INSTRUMENTS

The Group’s financial instruments, including the loans and
receivables (including trade and other receivables, restricted
bank balance and bank balances and cash) and financial
liabilities (including trade and other payables, amounts due
to related parties and loans from controlling shareholders),
are recorded at amortised cost. The Directors of the
Company consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in
the condensed consolidated financial statements
approximate their fair values.

B T A D s fE A B
==}

AEENMBIERRER &
WHEB(ERE S KE M E KR
B XRHBTER RITEF
ERE) LM BREBRES R
H Al &3R8 - BT R B 5 SRR
RERBRERK) - ABER AT
8o ARREZR S AEFKA
AERERASEEMBEREINE R
EEMERAGBNKREEERD
HRanEE-
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BEBLXS

REASAMBHRRMEN K
SEERBMAET NI TR
C

17. RELATED PARTY TRANSACTIONS 17.

Except as disclosed elsewhere in the condensed
consolidated financial statements, the Group had the
following transactions and balances with related parties
during the period:

@ RERWEHRENZ &5
mF :

(@ The following balances were outstanding at the end of
the reporting period:

Amounts due to
related parties

PE 1+ B B 5 IR
30 June 31 December
2014 2013
—E-—MF —E—=F
AA=+H +=ZA=+—H
RMB’000 RMB’000
AR T ARBTF T
(Unaudited) (Audited)
(REER) (&%)
Non-trade related FE 5 A
Guangzhou Bawang (note (i)) BN & T (M EG) 1,950 68
Trade related ESHEH
Guangzhou Chenming Paper EMNERKRER
Products Company Limited ~AEI(TEMEE]
(“Guangzhou Chenming”) (note (i) (Bt 5% (ii)) 716 1,374
Guangzhou Qiancai Packaging BNmEXRBEMR
Materials Co., Ltd. (‘Guangzhou B BR 2 7 ([ &M
Qiancai”) (note (ii)) B %) (PR RE (i) 65 72
2,731 1,514
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MERA=+THBIEREAR

17. RELATED PARTY TRANSACTIONS (Continued)

60

(@)

(Continued)

Notes:

(i) Guangzhou Bawang was effectively 100% owned by the
Controlling Shareholders of the Company. As at 30 June 2014 and
31 December 2013, the balance due from Guangzhou Bawang
mainly represented rental payable. The balance was unsecured,
interest-free and repayment on demand.

(ii) Guangzhou Chenming and Guangzhou Qiancai were under the
control of the close family members of the Controlling Shareholders
of the Company. The credit term granted by Guangzhou Chenming
and Guangzhou Qiancai is 30 days.

During the six months ended 30 June 2014, raw
materials were purchased from Guangzhou Chenming
amounting to approximately RMB2,901,000 (six
months ended 30 June 2013: approximately
RMB5,363,000). The Directors of the Company have
confirmed that the basis of consideration for the
purchase of raw materials is the prevailing market
price.

During the six months ended 30 June 2014, raw
materials were purchased from Guangzhou Qiancai
amounting to approximately RMB55,000 (six months
ended 30 June 2013: approximately RMB31,000). The
Directors of the Company have confirmed that the
basis of consideration for the purchase of raw
materials is the prevailing market price.

During the six months ended 30 June 2014, utilities
expenses were paid on behalf of the Group by
Guangzhou Bawang amounting to approximately
RMB483,000 (six months ended 30 June 2013:
approximately RMB1,763,000).

17. BE TR 5 @)

0] EMBITHARAAZEBRER
100% B HER - R=ZT — M4
NA=+AM-_Z—=%+—A4
=t+—B BENBENHREH
FEAEMNES ARELHER
W REWIREREE-

(i BMEAMEMNBERZAARR A
122 AR AR R A (R 75 ) W R BEFK B E
HE o B EMEEAMEMNGE RS
FHEE#AI0AB -

HE-_ZT—NWEA=TH
EANEA mEMEHEESR
MEMBZEBBHARK
2,901,000(HE T —=F <
B=Z+HLEARNEA: HAR
#5,363,000) © AR A E H
RERRMENEERIUE
TMmEAREEHEE-

BHE_Z—NWEXA=1H
EAEA mMEMNBEXREE
MEMBZEBHARK
55,000(E 2= —=%F,A8
=tHIEAEAR: HARE
31,000) e AR R EERER L
MEMEONEBEERNRITM
BERERBELE-

BE_ZF-HWFAA=1H
EXREA BEMNBEREE
EXMmMKEEEEXNOAR
#483000(BE=F — =

NA=Z+THLEREA: HA
R #1,763,000)
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17. RELATED PARTY TRANSACTIONS (Continued)

)

During the six months ended 30 June 2014, meeting
and catering services were provided to the Group by
Guangzhou Bawang International Hotel Co., Ltd.
amounting to approximately RMB578,000 (six months
ended 30 June 2013: approximately RMB814,000).
Guangzhou Bawang International Hotel Co., Ltd. was
effectively 100% owned by the Controlling
Shareholders of the Company. The Directors of the
Company are of the opinion that the above
transactions were conducted on normal commercial
terms in the ordinary course of business.

The Group and Guangzhou Bawang had entered into
the following lease agreements in relation to rental of
production premises and office building:

()  On 21 January 2011, Bawang Guangzhou and
Guangzhou Bawang entered into a renewed
production premise and office lease agreement,
pursuant to which Bawang Guangzhou leased
from Guangzhou Bawang the production premise
and office building with a total floor area of
16,735 square metres. The term of the lease
under the agreement is 3 years with a fixed
monthly rental payable of RMB184,083,
commencing from 4 December 2010. During the
six months ended 30 June 2013, approximately
RMB552,000 (six months ended 30 June 2014
nil) was recognised in the condensed
consolidated statement of profit or loss and other
comprehensive income and the lease agreement
was terminated on 9 August 2013.

Interim Report 2014 —

17. BB RERS &

()

 E T —WWFEARNA=TH
i/d.ﬂ FMH&E!%%:
B IE A R A R WAL E R
VERRERRGE B BAE
AR 457800(FHE-=
__EAH + B kN E
C AR #814,000) © B M
%Elmﬁﬁﬁﬁﬁﬁim
RN A2 B R 100% 8 3K HE
BE-ARRAEERALIMKR
ST EBREBBEPRKIE
BREERICGETH -

ARBREMNBILT LT
SRS EERE R H A
TRFOEEHH

() BEEMEEMEBER
—EF——F—A=+—
HEELSERENRIA
EHEWHE B F
T E I E N EEEE A
48018 E | E16,735F
KNEEBREMPFAE
BFotipzmETHEE
BE-ZE—ZF+ =AW
HRRER BB=F"
BRAEMEBETEEEAA
R #184,083 - &= - &
— =& XA=+H8I1~X
@A - 4 AR #552,000
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—tHIEAER:E)E
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17. RELATED PARTY TRANSACTIONS (Continued)

62

(Continued)

(i)

(i)

On 28 December 2011, Bawang Guangzhou and
Guangzhou Bawang entered into an office
premise lease agreement, pursuant to which
Bawang Guangzhou leased from Guangzhou
Bawang the office premise with a total floor area
of 4,916 square metres. The term of the lease
under the agreement is 3 years with a fixed
monthly rental payable of RMB182,000
commencing from 1 January 2012. During the
six months ended 30 June 2013, approximately
RMB1,092,000 (six months ended 30 June
2014: nil) was recognised in the condensed
consolidated statement of profit or loss and other
comprehensive income and the lease agreement
was terminated on 9 August 2013.

On 1 August 2012, Bawang Guangzhou and
Guangzhou Bawang entered into a production
premise lease agreement, pursuant to which
Bawang Guangzhou leased from Guangzhou
Bawang the production premise with a total floor
area of 123,000.1 square metres at nil
consideration. The term of the lease under the
agreement is from 1 August 2012 until it is
replaced by a revised lease agreement. On 9
August 2013, the lease agreement was
terminated.
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17. RELATED PARTY TRANSACTIONS (Continued)

(H  (Continued)

(iv)

On 9 August 2013, Bawang Guangzhou and
Guangzhou Bawang entered into lease
agreements, pursuant to which Bawang
Guangzhou leased from Guangzhou Bawang the
production plant and office premises at fixed
monthly rental of RMB1,120,000 and
RMB92,800, respectively. The terms of the lease
under the agreements are 3 years from 9 August
2013. Details of which were set out in the
Company’s announcement dated 9 August
2013. During the six months ended 30 June
2014, approximately RMB7,277,000 (six months
ended 30 June 2013: nil) was recognised in the
condensed consolidated statement of profit or
loss and other comprehensive income.
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17. RELATED PARTY TRANSACTIONS (Continued)

o4

(¢),

As disclosed in note 1, the Controlling Shareholders
and Guangzhou Bawang undertook to provide a long-
term loan facility to the Group in an amount up to
RMB140,000,000 for a period from 15 March 2013 to
31 December 2015. As at 30 June 2014, the Group
had drawn down HK$9,500,000 (equivalent to
approximately RMB7,470,000) (31 December 2013:
nil) and USD6,700,000 (equivalent to approximately
RMB41,013,000) (31 December 2013: nil) under the
facility. The long-term loans are unsecured, interest-
free and repayable by 29 November 2016 or earlier as
determined by the Group. As at 30 June 2014, the
carrying amount of the loans from Controlling
Shareholders was RMB43,225,000 (31 December
2013: nil). The effective interest rate of the loans from
Controlling Shareholders was 5% (31 December 2013:
nil) per annum.

The Controlling Shareholders and Guangzhou Bawang,
jointly provided a financial guarantee to secure for the
banking facility of RMB80,000,000 granted to Bawang
Guangzhou for a period from 21 August 2012 to 7
August 2013. The banking facility was lapsed following
the settlement of the bank loan during the year ended
31 December 2013.
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17. RELATED PARTY TRANSACTIONS (Continued)  17. BB 7 X 5 ()

()  The remuneration of Directors of the Company and i) AXRAEEREMETEEIR
other members of key management personnel during Bk E AEHANBMESMT :

the reporting periods was as follows:

Six months ended 30 June
BEAA=1THLAMEA

2014 2013
—E—-F —E—=4F
RMB’000 RMB’000

AR T ARETFT
(Unaudited) (Unaudited)
(REEX) (REEER)

Short-term employee benefits HHEERH 933 2,155
Contribution to defined contribution 5 Bf f 5% iR 7k 18 51| 51 21
retirement plans H= 96 96
Equity compensation benefits B 19 = 155 48 A 164 538
1,193 2,789
18. COMMITMENTS 18. A& IE
Capital commitments for acquisition of property, plant and RERPEARKEDE  BE
equipment outstanding at the end of reporting periods not RBERINEREGBHIEE W
provided for in the condensed consolidated financial M RBENE RN EENT

statements were as follows:

30 June 31 December

2014 2013

—E-mF —E—=F

AA=+H +=-A=+—H

RMB’000 RMB’000

AR T AR®ET T

(Unaudited) (Audited)

(REFZX) (geE|i%)

Contracted for B4 14,574 14,764
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19. LITIGATION

66

(@)

The Directors of the Company considered that the
contents of the relevant article published by a media
company on 14 July 2010 were 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
the media company seeking, inter alia, damages and
an injunction to restrain the media company from
publishing such contents or similar contents. As of the
date of this report, the legal proceedings are in
progress.

A lawsuit was filed by a distributor against Bawang
Guangzhou in Guangzhou Baiyun District Law Court (the
“District Court”) whereby the distributor alleged that
Bawang Guangzhou was liable to pay an outstanding
reimbursement for the promotion fees of approximately
RMB6,413,000 pursuant to an agreement entered into
between it and Bawang Guangzhou on 12 April 2010.

On 20 November 2013, the District Court issued a
verdict for the lawsuit whereby Bawang Guangzhou
was ordered to pay the distributor of an aggregate
amount of approximately RMB1,606,000 and a legal
cost of approximately RMB20,000. The distributor
subsequently appealed to a higher court and the court
dismissed the appeal and maintained the original
adjudication. As at 31 December 2013 and 30 June
2014, an aggregate provision of approximately
RMB1,626,000 was recorded in the condensed
consolidated financial statements.
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19. LITIGATION (Continued)

()

During the year ended 31 December 2013 and six
months ended 30 June 2014, Bawang Guangzhou
was a defendant in a legal action involving the alleged
software infringement. According to the legal opinion,
the total expected monetary compensation amounted
to approximately RMB200,000 which Bawang
Guangzhou was probable to be liable. Accordingly,
provision of RMB200,000 was recorded as at 31
December 2013 and 30 June 2014 in the condensed
consolidated financial statements.

Subsequent on 9 July 2014, the District Court issued a
verdict for the lawsuit whereby Bawang Guangzhou
was ordered to pay the software supplier of an
aggregate amount of RMB80,000.

In prior years, a lawsuit was filed by a former
subcontractor against Bawang Beverage in People’s
Court of Songjiang District of Shanghai (the “Shanghai
Court”) in respect of a dispute in the material
processing contract between the former subcontractor
and Bawang Beverage.

During the year ended 31 December 2013, Bawang
Beverage received a civil order issued by the Shanghai
Court, which accepted the application by the former
subcontractor for property attachment prior to lawsuit
to freeze Bawang Beverage’s bank accounts in the
amount of approximately RMB873,000 or other assets
under the name of Bawang Beverage. In connection
with the lawsuit, one of Bawang Beverage’s bank
accounts with an amount of approximately
RMB309,000 was frozen. No accrual has been
recorded by the Group as at 31 December 2013
based on the opinion provided by the PRC legal
counsel acting on behalf of Bawang Beverage.

19.
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19. LITIGATION (Continued)
(d) (Continued)

On 20 June 2014, Shanghai No. 1 Intermediate
People’s Court gave its final ruling that Bawang
Beverage was liable to the former subcontractor for an
amount of approximately RMB643,000. As at 30 June
2014, provision, limited to the restricted bank balance
in amount of RMB309,000 held by Bawang Beverage,
was recorded in the condensed consolidated financial
statements. As at the date of this interim report,
Bawang Beverage was in the process of winding-up.
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