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Management Discussion and Analysis

(it

Business Review

The Directors report that the total revenue of the continuing
operations of the Group for the six months ended 30 June 2016
was approximately RMB135.4 million, representing an increase of
approximately 34.1% from approximately RMB101.0 million for
the same period last year. The operating profit from the continuing
operations of the Group for the six months ended 30 June 2016
was approximately RMB22.6 million, as compared with the
operating loss of approximately RMB87.0 million for the same
period last year.

For the six months ended 30 June 2016, the net profit from the
continuing operations of the Group was approximately RMB21.2
million, as compared with the net loss of approximately RMB88.1
million for the same period last year.

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

During the period under review, the successful implementation of
cost control measures and the ongoing value-chain-oriented
business model have enabled the Group to improve the operating
results of the continuing operations by reducing the selling,
distribution and administration costs in the amount of
approximately RMB14.2 million for the six months ended 30 June
2016, as compared with those in the same period last year.

In January 2016, a national distributors meeting was held in
Guangzhou to introduce the new Bawang shampoo products, to
explain the Group’s investments in brand building and expansion
of channels, and to demonstrate the upcoming marketing
campaigns and publicity programs. To enhance the sales of
Bawang branded products, extensive promotions were carried
out on International Women’s Day in March and International
Workers’ Day in May. To further motivate the Group’s distributors
and sales teams, an incentive travel scheme was set up whereby
participating distributors and internal sales staff will be eligible to
leisure travel overseas for free if they complete the predetermined
sales target for the period. Over 60 distributors and 30 internal
sales staff were eligible to join the incentive travel in August 2016.
As at 30 June 2016, the Bawang brand distribution network
comprised approximately 564 distributors and 38 KA retailers,
covering 27 provinces and four municipalities in China.
Furthermore, the products of the Group were also sold in Hong
Kong, Singapore, Thailand, Malaysia and Australia.
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Management Discussion and Analysis

THEMNBR S

During the period under review, the Group rolled out new Royal
Wind branded shampoo products for sale primarily through the
online sales channel with the marketing theme “Follow your true
self as a natural trend setter”. As at 30 June 2016, the Royal Wind
brand distribution network comprised approximately 564
distributors and 29 KA retailers, covering 27 provinces and four
municipalities in China.

The Litao products mainly comprise shower gels and laundry
detergents, targeting consumers living in the second-tier and
third-tier cities in China. The Group’s goal is to widen the market
coverage in China. As at 30 June 2016, the Litao products
distribution network comprised approximately 564 distributors
and two KA retailers, covering 27 provinces and four municipalities
in China.

In May 2016, a distributors meeting was held in Guangzhou to
launch the enhanced Herborn Chinese herbal skincare product
series. This product series targets white-collar ladies in the age
range from 25 to 45 who have relatively high net incomes and are
dedicated to pursuing a healthy and natural lifestyle. In terms of
sales channels, the Group is now selling the products mainly
through cosmetics specialty shops throughout China. As at 30
June 2016, the sales and distribution network for the Herborn
Chinese herbal skincare products comprised approximately 93
distributors and one KA retailer covering 27 provinces and four
municipalities in China. The Group also had about 4,780 counters
in cosmetics specialty shops in China.

During the period under review, the Group has established online
flagship stores for our Bawang, Royal Wind and Herborn branded
products on 15 online retailing platforms in China.

During the period under review, we obtained the following
recognitions:

— we had renewed the permit for production of cosmetic
products, which was issued by the Guangdong Provincial
Food & Drug Administration and is valid until May 2021;

— we were awarded the “Golden Ant 2015-2016” certificate
by the China (Guangzhou) Logistic Equipment & Technology
Development Committee in May 2016; and
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— In January 2016, three Bawang branded shampoos were
recognised as “The 2015 New High-Tech Products in
Guangdong” for a period of three years until the end of 2018
by the Guangdong Provincial Bureau of Science &
Technology.

Litigation

The Board considers that the contents of an 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 (the “Legal Proceedings”) in the High Court of
Hong Kong (the “High Court”) in October 2010 against Next
Magazine Publishing Ltd (“Next Magazine”) seeking, inter alia,
damages and an injunction to restrain Next Magazine from
publishing such contents or similar contents.

On 23 May 2016, the Company received the judgment (the
“Judgment”) handed down by the High Court in respect of the
Legal Proceedings in favour of the Company and Bawang
(Guangzhou) Company Limited (“Bawang Guangzhou”).
According to the Judgment, inter alia, all the pleaded defences
raised by Next Magazine in relation to the libel claim of the
Company and Bawang Guangzhou were rejected by the High
Court, and Next Magazine was ordered by the High Court to pay
the Company and Bawang Guangzhou general damages for libel
in an aggregate amount of HK$3,004,652.50 and 80% of the
legal costs of the Company and Bawang Guangzhou in respect of
the Legal Proceedings. The Directors do not intend to appeal
against the Judgment because they intend to focus the Group’s
financial resources and attention to the Group’s business
operations.

During the period under review, the Company had received the
full amount of general damages for libel and recognised them as
other income.
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Management Discussion and Analysis

THEMNBR S

Financial Review

Continuing Operations

During the six months ended 30 June 2016, the Group’s revenue
of the continuing operations amounted to approximately
RMB135.4 million, representing an increase of approximately
34.1% from approximately RMB101.0 million during the same
period last year. The increase was primarily attributable to the
sales of new and/or enhanced Bawang branded product series
which were rolled out in the second half of last year and the first
half of 2016. Additionally, the Group saw an increase in the sales
of Bawang branded products in June 2016 following the release
of the Judgment in favour of the Group.

During the six months ended 30 June 2016, the Group’s core
brand, Bawang, generated approximately RMB105.7 million in
revenue, which accounted for approximately 78.1% of the
Group’s total revenue of continuing operations, and represented
an increase of approximately 37.9%, as compared with the same
period last year.

During the six months ended 30 June 2016, the Group’s branded
Chinese herbal anti-dandruff haircare series, Royal Wind, recorded
approximately RMB8.7 million in revenue, which accounted for
approximately 6.4% of the Group’s total revenue of continuing
operations, and represented a decrease of approximately 20.8%,
as compared with the same period last year.

During the six months ended 30 June 2016, the Group’s natural-
based branded shampoo, shower gel and laundry detergent
products series, Litao, generated approximately RMB11.2 million
in revenue, which accounted for approximately 8.3% of the
Group’s total revenue of continuing operations, and represented
an increase of approximately 20.8%, as compared with the same
period last year.

During the six months ended 30 June 2016, the Group’s branded
Chinese herbal skincare series, Herborn, recorded approximately
RMB9.8 million in revenue, which accounted for approximately 7.2%
of the Group’s total revenue of continuing operations, and
represented an increase of approximately 177.6%, as compared
with the same period last year.
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We sold our products through extensive distribution and retail
networks. During the six months ended 30 June 2016, sales to
our distributors and retailers represented approximately 76.5%
and approximately 23.5% of the Group’s total revenue of
continuing operations respectively.

During the six months ended 30 June 2016, our products were
also sold in Hong Kong, Singapore, Thailand, Malaysia and
Australia. The sales to these overseas markets outside of China
accounted for approximately 2.6% of our total revenue of
continuing operations during the six months ended 30 June 2016.

During the six months ended 30 June 2016, cost of sales
amounted to approximately RMB62.8 million, representing a
decrease of approximately 7.8% from approximately RMB68.1
million during the same period last year. Such decrease was
primarily due to a decrease in manufacturing expenses and
wages, which was partially offset by the increase in packing
materials consumed.

During the six months ended 30 June 2016, the Group’s gross
profit increased to approximately RMB72.6 million, representing
an increase of approximately 120.7% from RMB32.9 million for
the same period last year. The gross profit margin for the six
months ended 30 June also increased from approximately 32.6%
in 2015 to approximately 53.6% in 2016. The increase in the
gross profit margin was mainly attributable to the increase of
revenue and the roll-out of high-margin products during the period
under review.

During the six months ended 30 June 2016, selling and
distribution costs decreased to approximately RMB36.7 million,
representing a decrease of approximately 16.2% from
approximately RMB43.8 million for the same period last year.
Such decrease was primarily due to the effective cost controls
leading to decrease in depreciation, advertising fees, and the
saving achieved in promotion fee and salary through optimising
the resources of promotion staff, which was partially offset by an
increase in travelling expenses.
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Management Discussion and Analysis

THEMNBR S

During the six months ended 30 June 2016, administrative
expenses amounted to approximately RMB16.7 million,
representing a decrease of approximately 29.7% from
approximately RMB23.8 million for the same period last year. The
decrease was primarily due to the decrease in litigation expenses
and R&D expenses, which was partially offset by an increase in
salary expenses.

For the six months ended 30 June 2016, following a valuation of
property, plant and equipment for the use of continuing operations
by reference to their value in use, no impairment loss on these
assets was required (six months ended 30 June 2015:
approximately RMB54.4 million).

The Group recorded an operating profit from its continuing
operations of approximately RMB22.6 million for the six months
ended 30 June 2016, as compared with the operating loss of
approximately RMB87.0 million for the same period last year. This
improvement was primarily due to the increase in gross profit and
the decrease in the overall operating expenses.

For the six months ended 30 June 2016, finance income of the
Group amounted to approximately RMBO0.2 million as compared
with the finance income of approximately RMBO0.3 million for the
same period last year. The decrease was primarily due to the
decrease in interest received from fixed deposits with the bank.

For the six months ended 30 June 2016, the Group’s imputed
interest on non-interest bearing loans from controlling
shareholders amounted to approximately RMB1.4 million (six
months ended 30 June 2015: approximately RMB1.1 million).

During the two six month periods ended 30 June 2016 and 30
June 2015, respectively, the Group did not have any income tax
expense and/or reversal.

HE_Z—XNE~NAZFTHLEAE
A 1THREAHOARBKIGTEE L &
EFERPENHARE238EETL KT
#29.7% - A TR EZERABEREF
MEMMEBNSE TR BEHET
BN P 8 o

HE-_Z—XFEF~NA=Z1THBI1tANE
A HR¥ELEEBMENYE  BE
MEEOFEREEETIG BRES
SARBEEHE(CE—REA=1H
EREAR: AR¥B44BETT) ©

AEBBE_T-RNFRNA=1THLE
NEASEBHELEEBZRERN
MARK226B8TT MEFRBERF
KEBBHOARKSTORE T H 7T
MEZRAZHREFNIEMAREE
BEERARRMD -

E-ZT—AFAAS+ALAM
CREEBBRANARKOES
T LFRABOARKOSEET &
THROEERERETEHR LA
CANCE

| o

HE_—_Z—XNE~NAZF+THLEAE
A AEERZERBEERSERmMGEE
HABENARBI4AET(BHE-Z
—RHFANAZ=ZFTBHIEAER  HARK
11B&ETT) °

BE-_Z—XR"EEZZT—FFE~A=
T+HIEANBEAR  NREBRELETMAE
i /s K40 e

10 BaWang International (Group) Holding Limited & F Bl R (£ )12 R B R 2 7




Profit for the Period from Continuing Operations

As a result of the combined effect of the abovementioned factors,
the Group recorded a profit of approximately RMB21.2 million for
the six months ended 30 June 2016, as compared with the loss
of approximately RMB88.1 million for the six months ended 30
June 2015.

Discontinued Operation

The Board discontinued the production and sales of herbal tea
products from 1 July 2013. During the period under review, the
business operation of herbal tea products was dormant without
any revenue or expense attributable to the Group.

Profit for the Period Attributable to Owners of the
Company

As a result of the combined effect of the above factors, the Group
recorded a profit attributable to owners of the Company of
approximately RMB21.2 million for the six months ended 30 June
2016, as compared with the attributable loss of approximately
RMB88.1 million for the six months ended 30 June 2015.

Events after the Reporting Period

On 9 August 2016, Bawang Guangzhou and Guangzhou Bawang
Cosmetics Co., Ltd. entered into two new lease agreements to
continue the lease of office premises and production plant in
Guangzhou for a further term of three years (the “Lease
Agreements”). The Lease Agreements constitute continuing
connected transactions of the Company under Chapter 14A of
the Listing Rules and are subject to the reporting, announcement
and the annual review requirements but are exempted from the
independent shareholders’ approval requirement under chapter
14A of the Listing Rules.

For details, please refer to the announcement of the Company
dated 9 August 2016.
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Outlook

Due to the continuing policy support from the Chinese
government, the Chinese economy was able to keep up its
momentum in the first half of 2016. The domestic retail sales
figures suggest that private consumption was broadly stable
during the first half of 2016. The International Monetary Fund (IMF)
recently said that China’s near-term economic outlook is positive,
with an expected growth rate as high as 6.6% this year, that the
high national savings rate, the crux of China’s internal and external
imbalance, is expected to fall gradually due to an aging population
and a stronger social safety net, and that household consumption
is expected to continue to pick up on the back of falling household
savings and rising disposable income. The Directors believe that
the Chinese government would implement economic policies to
achieve its economic growth target of 6.5% this year, and that the
government would introduce more stimulus measures if there are
signs of a weak economy.

With the conclusion of the Legal Proceedings, the Directors
decided to focus the Group’s financial resources and their
attention to continue developing the Group’s business. To
revitalise Bawang’s brand so as to enhance sales performance,
our sales team has initiated brand revitalisation efforts to reinforce
the confidence of the distributors. The sales team will particularly
re-connect with some ex-distributors in person. Through this
direct communication, we hope to re-establish the trust in our
brand between the Group and the ex-distributors thereby re-
engaging these distributors in distributing the Group’s products.

The main theme for the rest of 2016 is “To gather the strength for
innovation”.

In order to capture the opportunity arising from the adoption of
the two-children policy in the beginning of 2016, the Group
intends to launch a personal and skin care product series in
September 2016 under a new brand known as “Little King” that
targets the children market segment specifically. In September
2016, a national distributors meeting will be held in Guangzhou to
launch the “Little King” branded products.
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For Bawang branded product series, the Group will carry out
sales programs in the supermarkets for offering assorted
promotional Bawang branded products to encourage return
customers. The Group will continue to develop high-end herbal
essence hair care bundle products to satisfy the needs of the
affluent consumer segment. The Group intends to offer OEM
services for the micro-commerce companies. The Group will also
enlarge its online sales platform by cooperating with new e-commerce
companies so as to increase the revenue stream from this
channel.

For Royal Wind branded product series, the Group will promote
brand recognition and image through Internet and social media
channels, which cater to the trendy lifestyle of young consumers.
The Group will roll out high-end fragrance shower gels for the
online sales channel.

For Herborn branded product series, the Group will roll out six
new series of herbal skincare products. The Group will launch a
new series in Chinese herbal face mask. The Group will seek to
cooperate with additional online sales platforms to increase the
sales revenue.

For production management, to optimise the cost of production
and to improve working efficiency and productivity, the Group wiill
realign its production workshops and production lines. To ensure
high quality standard output, the Group will work with independent
accreditation agencies to enhance its production management
systems.

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

As at the date of this interim report, the Group does not have any
outstanding acquisition opportunity nor is actively exploring
business opportunities that may involve potential acquisition.
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Looking forward, the strategic directions to sustain and develop
our business in the volatile economic environments will focus on
two areas. In the short run, the Group intends to enhance its
revenue by exploring new sales channels in household and
personal care (“HPC”) products for regaining the sales growth
momentum and profitability, and to improve investors’ confidence
in the Group. In the long run, the Group will continue to focus on
strengthening its business model and market positioning to
increase its market share among domestic and international
competitors, maintaining a multi-brand and multi-product
strategies in the HPC sector, and becoming a leader in the
branded Chinese herbal HPC products.

Liquidity, Financial Resources and Capital
Structure

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

RERK  ETRENKERES - #
FMBREAMEB BB TR ES
EATHET®E- - sAE#ms  AEE
BIE R BE K fE A % 32 17 5 7 90 3 A 85
ERE WEHEELER 23 AF X
ReEAEBREENGEL BREEM
FARERSESERRERERN OB
B RSN F AR TS0 - 1T
BEAZEEERMELRERZELNG
BISRRE - R RIRP EBERE M EAZE
HEEMAELE-

nBEEL MBERRER
R

AREBRBRTOETRBELRER
WA BB IS AR - MEE & M B 55
BRHBENEFHOT

As at As at

30 June 31 December

2016 2015

RZE-—XRE| RZE—RF

~A=Z+8H |[+ZA=+—8H

RMB in million RMB in million

AREBET | AREBBHETT

Cash and cash equivalent RITEFERS 32.3 11.6
Total loans BRBE - 50.5
Total assets BEE 292.2 293.5
Gearing ratio"* BEREXRM — 17.2%

Note: Calculated as total loans divided by total assets.

On 11 May 2016, the Company entered into a subscription
agreement in relation to the issue of 250,000,000 new ordinary
shares with a par value of HK$0.10 each in the capital of the
Company at the subscription price of HK$0.31 per share to
certain independent third parties (the “Subscription”). The
Subscription was completed on 31 May 2016, and the net
proceeds of the Subscription was approximately HK$77.5 million.
Approximately HK$74.5 million of the net proceeds had been
applied for the repayment of the existing shareholders’ loans and
the balance had been used as the working capital of the Group.

For details, please refer to the announcements of the Company
dated 11 May 2016 and 31 May 2016.
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Material Acquisition and Disposal

The Group did not engage in 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 China, with
most transactions settled in Renminbi. The reporting currency of
the Group is Renminbi. During the period under review, the Group
has exported its goods to Hong Kong and certain overseas
countries. The transactions were settled in either Hong Kong
Dollars or United States Dollars. The Group’s cash and bank
deposits are mostly denominated in Renminbi. The Company will
pay dividends in Hong Kong Dollars if dividends are declared. In
addition, the Group paid certain advertising fees in United States
Dollars or Hong Kong Dollars.

The Board is of the view that the Group conducts its business
transactions principally in Renminbi and thus the exchange rate
risk at the Group’s operational level is not significant.

As at 30 June 2016, the Group had not issued any material
financial instruments or entered into any material financial
instruments or entered into any material contracts for foreign
currency hedging purposes. However, the Board will continue to
monitor the foreign exchange exposure and is prepared to take
prudent measures such as hedging when required.

Contingent Liabilities

As at 30 June 2016, the Group did not have any significant
contingent liabilities.
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Capital Commitment

As at 30 June 2016, the capital commitment for acquisition of
property, plant and equipment of the Group was approximately
RMB7.4 million.

Pledge of Assets

As at 30 June 2016, the Group had no pledge of assets.

Human Resources

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

For the six months ended 30 June 2016, the Group organised
various in-house training classes to strengthen the soft skills of
our staff members such as time management, stress management
and leadership development. Apart from these in-house courses,
the Group also required our department managers to attend
external courses on reward and compensation, and motivation.
We required our senior sales and marketing staff to attend brand
positioning strategy courses, and we required our finance and
accounting staff members to attend seminars about the latest
accounting standards, taxation practices and budgetary control.

As at 30 June 2016, the Group employed 1,166 employees (30
June 2015: 1,553), consisting of full-time employees and contract
personnel in the PRC and Hong Kong. The total personnel
expenses of the continuing operations, comprising wages,
salaries and benefits, and equity-settled share-based payments,
amounted to approximately RMB29.3 million for the six months
ended 30 June 2016 (six months ended 30 June 2015:
approximately RMB31.2 million).
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The following table sets forth a breakdown of the total headcount
of our employees of the continuing operations as at 30 June 2016
and 2015, respectively:

Management Discussion and Analysis

TEERBFARESH

TERAMNEINR T RFRNA=ZT
AR -_Z-—AFNA=THHMHFESE
REXBHEREE ABABEA -

As at As at

30 June 2016 30 June 2015

R-ZE—REF N-_ZE—HFE

ANB=+H NA=1H

Full-time employees 2HBEE 212 262

Contract personnel aHEER

— Sales persons — {2 B 785 817

— Others —EHAh 169 474
Total headcount of the continuing BEREER

operations #AE 1,166 1,553

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

The Directors believe that the Group’s human resources policies
play a crucial part in the further development of the Group.
Promising career prospects, good staff remuneration and benefits
as well as a pleasant working environment are essential factors for
maintaining a stable workforce for the Group.
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Interests and Short Positions of Substantial KABTERRTRPVEZNR
Shareholders of the Company KB

BARACAEERDBTRA B
M R-ZE—AEAA=+A BX
CEVLE =2 5150 UN-FIIF-A
R 1) 5 AR B AR 15 o A IR U 1R B 08 %
PI%571 5 B 5 & 1= 50 ([ % R
EHPI)) EIHATEERRBLE
p % MR RS AR

As at 30 June 2016, so far as known to any Director or chief
executive of the Company, shareholders (other than a Director or
chief executive of the Company) who had an interest or short
position in the shares or underlying shares of the Company as
recorded in the register that was required to be kept pursuant to
Section 336 of the Securities and Futures Ordinance (Cap. 571 of
the Laws of Hong Kong) (the “SFQ”) were as follows:

Approximate
percentage of

Number of issued share
Name of shareholder Nature of interest shares held capital
REER HmME RHEE BFRASL
Fortune Station Ltd. Beneficial owner (Note 3) 1,900,840,000 (L) 60.12%
(“Fortune Station”) EmEa A (M3E3)
CHEN Qiyuan Interest in controlled corporation (Note 1) 1,900,840,000 (L) 60.12%
PR BUR Pz A E R (BT 1)
WAN Yuhua Interest in controlled corporation (Note 2)  1,900,840,000 (L) 60.12%
BEE PfT 22 )% B R & (PR RE 2)
Claren Enterprises Limited Security interest (Note 3) 1,900,840,000 (L) 60.11%
(“Claren”) REREZ (M 5E3)
VMS Finance Group Limited  Interest in controlled corporation (Note 4)  1,900,840,000 (L) 60.11%
(“VMS Finance”) PAT Y )% 1B M (B 5E4)
VMS Holdings Limited Interest in controlled corporation (Note 4)  1,900,840,000 (L) 60.11%
(“VMS Holdings”) FrizE sl 5B = (MH5E4)
MAK Siu Hang Viola Interest in controlled corporation (Note 4)  1,900,840,000 (L) 60.11%
2 D1 PfT 22 )% B 4 A (PR 71 4)
(L) — Long Position L—tFE
Notes: BT A -
1. CHEN Qiyuan is the beneficial owner of 51.0% of the issued share capital of 1. BRAUR % Fortune Station 2 # 1T A #951.0%

Em#EA A LR AR Fortune Station £
Bl HOFHEEREE B FENRBRK
JE 48 B R & £ ¥ 7E Fortune Station I #E 25
R

Fortune Station and is deemed to be interested in the shares held by Fortune
Station. CHEN Qiyuan, the spouse of WAN Yuhua, is deemed to be
interested in WAN Yuhua'’s interests in Fortune Station.
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2. WAN Yuhua is the beneficial owner of 49.0% of the issued share capital of
Fortune Station and is deemed to be interested in the shares held by Fortune
Station. WAN Yuhua, the spouse of CHEN Qiyuan, is deemed to be
interested in CHEN Qiyuan’s interests in Fortune Station.

3. On 29 September 2015, Fortune Station has pledged 1,900,840,000 Shares
in favour of Claren as security for a loan facility provided by Claren.

4, Claren is wholly owned by VMS Finance, VMS Finance is wholly owned by
VMS Holdings and VMS Holdings is wholly owned by MAK Siu Hang Viola.
As such, VMS Finance, VMS Holdings and MAK Siu Hang Viola are deemed
to be interested in Claren’s interests in the Company, respectively.

Other than as disclosed above, as at 30 June 2016, the Company
was not notified by any person (other than a Director or chief
executive of the Company) who had interests or short positions in
the shares or underlying shares of the Company as recorded in
the register required to be kept pursuant to Section 336 of the
SFO.

Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares
and Debentures of the Company or any
Associated Corporation

As at 30 June 2016, 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 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 had
taken or 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 for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) in Appendix 10 to

Other Information

2. & T A Fortune Station E % 17 % 7% #949.0%
Em BB A WK AR Fortune Station £
BB FHEEEE BREENEBE X
= 4 17 & 1A BR RUJR 7 Fortune Station B 1 25
PR ER -

3. RZZE—HR"HFNLAZ+ LHE " Fortune
Station # H # & #91,900,840,000 A% A% 15 K
1 F Claren{E BClaren R E & HE B E B
R

4, Claren £ VMS Finance & & # A& » mMVMS
Finance i VMS Holdings & & #% & © B VMS
Holdingsia 22 > IR &= A # A& - & Itk - VMS
Finance, VMS Holdings Fl 25 4> 18 % Bl 4 1% &
EClarenBEEN ARG P HEA S o
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o) R B9 S AR B AR A o 7 1R 98 B 4
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o
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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

RID K EA10PTE L AR EFETE
HRXHMIRETRI(TRESTA ) REZ

(=)
12
~

MEARRBRBRZMMAT

R & 207 R H 488 E BB 34

Debentures of the Company or any associated Rz R
corporation
Number of
shares/ Approximate
underlying percentage of
shares held issued share
Name of director Long/Short position  Nature of interest % 10 R AE B8 capital
E=EH HIkR EaME BRHEE BERAESL
CHEN Qiyuan Long Interest in controlled 1,900,840,000 60.12%
corporation (Note 1)
PR BUR A PR 12 % B
(B 5E1)
WAN Yuhua Long Interest in controlled 1,900,840,000 60.12%
corporation (Note 2)
BEE HaE P12 A B i
(Mt&x2)
WONG Sin Yung Long Beneficial owner (Note 3) 2,100,000 0.07%
mER A EmEA A (HEES)
Notes: Bt 5

20

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

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

Including 630,000 shares, 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.

1.

/B #& Fortune Station & [R BUR & & £ E AL
i - FR BB 3% 18 & # B Fortune Station T 35
BRI R -

/& #& Fortune Station /% & & #E & R BUR BT 2
il © & X ¥ 18 A ¥ & Fortune Station T £
BRI RERS -

BERBEARAQRTER QMBS ERET
Bl RESREEITEERER  BWEH
31745 & &= % #9630,000 % A8 2 B A 15 °
EHFE F2ETXIERETERER
AFEABEREREE] -
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Long Position in Shares, Underlying Shares and
Debentures of the Associated Corporations of the
Company

Other Information
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R & 2 5z 48 BR & B &Y Bx 7 F0 48 BR
Bx {3 h iz #E 2

Approximate
percentage of

interest in

associated

Name of associated Number of corporation

Name of director corporation Nature of interest shares RIEEEZEF

Ex=E0 HECEE AR EEtE RIOEE ZHEZBDL

CHEN Qiyuan Fortune Station Beneficial owner 5,100 51.00%
PR BUR Fortune Station BB A

WAN Yuhua Fortune Station Beneficial owner 4,900 49.00%
BEE Fortune Station EnEB A

Other than as disclosed above, as at 30 June 2016, so far as
known to any Director 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 had taken or
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.

Share Option Scheme and Pre-IPO Share
Option Scheme

The Company has adopted two share option schemes, a share
option scheme dated 20 May 2009 (the “Share Option Scheme”)
and a pre-IPO share option scheme dated 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.
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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 of it becoming effective.

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.

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 (i)
the nominal value of a share of the Company.
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Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme became effective on 10
December 2008. As at 30 June 2016, 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 30 June 2016. 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.

On 8 June 2009, a total of 4,200,000 pre-IPO share options were
granted to two executive Directors, which were partially exercised
up to 30 June 2016. Movement of the remaining options during
the six months ended 30 June 2016 are as follows:

Number of share options

RIPAEHE
Outstanding
as at
1 January
2016 Granted  Exercised
#E during during

Forfeited K

Other Information

EttE#H

B R % BA 5 55 A0 AR B 42 Bt &

BERARBEANBEREFEN_-_ZFF
NE+ZATERER -BE-_T—RX
FRA=TH  B& F# 414,532,000
NRABEMEBERE KRQEARFREE
“E-RERNA=ZTHBEEITRNOZ
#05% - RERBEXRAHKESHE
P B 5T B O EL At P A A

TP BERER AT EIEE AT A
BIL10R F428 285 HRABER
DRl EBEESET1.19°

RZEZNFAAANE AR TME
HMITE E A 4,200,000 8 & X A
BERBERE - BHE_ZT—REA=
+ B ZEREEESBITE -ELEE
RAFBENBRERBEEZE_ZF— X
FRAZTHIENEABAMT :

Outstanding Approximate
asat  percentage at
30 June

2016 capital of the

issued share

Company (%)

Exercise price —Z2— X% theperiod the period during Z—B—-AXfF HARDTR

Name of director Date of grant (HKD) —A—H REE AHEE  theperiod XAZ=tH E2BRTRAEAM Exercise Period
EEER RER THREGERT) MARTE BFIHE THEHE REBAX MRTE BMOBIL(%) TRHMB
WONG Sin Yung 8 June 2009 Par Value 630,000 — — - 630,000 0.02 4 July 2014 to 8 June 2019
HER —ETNF HE —T-NF+LAmNBZE

~NANE —ZE-AFRANB
Total 630,000 — - - 630,000 0.02
At
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Other Information

EtiE#H

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 5,227,000 Shares granted to 28
employees were forfeited as at 30 June 2016. Movement of the
outstanding options during the six months ended 30 June 2016
are as follows:

Except for the options which had been granted as disclosed
above, no further options were granted as at 30 June 2016.
Details of Pre-IPO Share Option Scheme are set out in Note 16
under the section headed “Notes to the Condensed Consolidated
Financial Statements” in this interim report.

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

On 11 May 2016, the Company entered into a subscription
agreement in relation to the issue of 250,000,000 new ordinary
shares with a par value of HK$0.10 each in the capital of the
Company at the subscription price of HK$0.31 per share to
certain independent third parties (the “Subscription”). The
Subscription was completed on 31 May 2016, and the net
proceeds of the Subscription was approximately HK$77.5 million.
Approximately HK$74.5 milion of the net proceeds had been
applied for the repayment of the existing shareholders’ loans and
the balance had been used as the working capital of the Group.

For details, please refer to the announcements of the Company
dated 11 May 2016 and 31 May 2016.

Save for the Subscription, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities during the period under review.

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.
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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 to the Listing Rules during the six months
ended 30 June 2016.

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 and Risk Management Committee

On 1 January 2016, the Audit Committee was renamed as the audit
and risk management committee (the “Audit and Risk Management
Committee”). The Audit and Risk Management Committee has
adopted terms of reference which are in line with the Corporate
Governance Code. The Audit and Risk Management Committee has
reviewed the unaudited interim results of the Group for the six months
ended 30 June 2016 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 2016.

By Order of the Board
CHEN Qiyuan

Chairman

Hong Kong, 30 August 2016
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Condensed Consolidated Statement of

Profit or Loss

|

/F%% H \vT\ =

For the six months ended 30 June 2016
HE-_Z-R"E~A=1+HL~@EA

N7
% 5

Six months ended 30 June

BEANA=1tHIEAREAR

2016 2015
—E—RF —RF
Notes RMB’000 RMB’000
B3 ARET | ARETT
(Unaudited) (Unaudited)
(REER) | CREER)
Continuing operations BESEXEK
Revenue EER 3 135,396 100,976
Cost of sales $H & AR (62,771) (68,076)
Gross profit e 72,625 32,900
Other income H b A 3,686 3,085
Changes in fair value less costs to EMEERARBER
sell in respect of biological assets HEXNANEFHER (264) (113)
Selling and distribution costs HERDHERAX (36,704) (43,822)
Administrative expenses TR E R (16,730) (23,814)
Other expenses HEMEA ) (897)
Impairment loss on property plant YVHERRK
and equipment - (54,364)
Finance costs B & Ak AN 4 (1,446) (1,113)
Profit/(loss) before taxation BAaEF/(EE) 5 21,164 (88,138)
Income tax expense ] 6 — —
Profit/(loss) for the period AABEEAELEEE
REXBKZHREF/
(518) 21,164 (88,138)
Earnings/(loss) per share ﬁﬂﬁ%ﬂ/(&ﬂﬁ) 8
From continuing and discontinued REFELE
operations B4R b % % 0.71 (3.09)
Basic and diluted (RMB cents) BERR#E(AREN)
From continuing operations REFELE 0.71 (3.03)

Basic and diluted (RMB cents)

EARREE(ARBA)
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Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income

MALZ S Ea

BHE—

K b & W m

For the six months ended 30 June 2016
T-RENA=1+THLA~EAR

3 2}

Six months ended 30 June
BEAB=1THIAEEA

2016 2015
—E-RE | ZT-RF
Note RMB’000 RMB’000
B 5 ARET | ARETT
(Unaudited) (Unaudited)
(REEZ) | (REER)
Profit/(loss) for the period EKAREEAEMLEE
BERKEXEKR ZHR
BF/(EE) 21,164 (88,138)
Other comprehensive income for the  Hi y & 2 2 & Wk 3%
period
Other comprehensive income to be AIREBET »ESR
reclassified to profit or loss in BEE BB
subsequent periods (net of tax): (M FIE) !
Exchange differences arising on BINEEIRE 2 B X
translation of foreign operations =8 7,110 6,885
Total comprehensive income/(expense) 74~ T A A FEE £ R
for the period attributable to owners 2 E W/ (X H)
of the Company g 28,274 (81,253)
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Condensed Consolidated Statement of
Financial Position

5 BA 4R & B 5 A 0 3R

As at 30 June 2016
RZZE-—R"FXA=1+H

30 June 31 December
2016 2015
—E-ARE —E—RF
AA=+H |[+=—A=+—8H
Notes RMB’000 RMB’000
M 5 AR® Tt AR T T
(Unaudited) (Audited)
(REEXR) (=A%)
Non-current assets ERBEE
Property, plant and equipment Y R R ERE 9 151,092 154,999
Biological assets EYMEE 10 154 162
151,246 155,161
Current assets REBEE
Inventories FE 38,849 40,909
Biological assets EYEE 10 502 426
Trade and other receivables B 5 & H 4t e W IR 11 46,381 64,869
Amounts due from related parties JE Uk 78 B 5 FROE 18(a) 2,884 —
Cash and bank balances RITEFNRE S 12 32,392 9,604
Deposit with bank BT 12 20,000 20,000
141,008 135,808
Current liabilities RBERE
Trade and other payables B NHEMENTIE 13 137,888 171,888
Amounts due to related parties JE 1~ B8 3 5 5B 18(a) 2,292 7,301
Income tax payables FERTET 9,645 9,645
Provisions SHIRER 3,488 3,826
153,313 192,660
Net current liabilities RBEEFE (12,305) (66,852)
Total assets less current liabilities EEABERABAR 138,941 98,309
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Condensed Consolidated Statement of Financial Position

HHREMBRAER

As at 30 June 2016

RZE—ARFRNA=TH
30 June 31 December
2016 2015
—E-XE —ZT—RHF
AA=+H |+=ZA=+—H
Notes RMB’000 RMB’000
B 5E AR¥ET T ARET T
(Unaudited) (Audited)
(REER) (Fe&%)
Non-current liabilities kRBEE
Loans from controlling shareholders PE IR AR 3R fE K 14 - 54,946
Deferred tax liabilities REHRIBEEE 2,031 2,031
2,031 56,977
Net assets EEEE 136,910 41,332
Capital and reserves EAXRGHE
Share capital A& AN 15(a) 277,878 256,705
Reserves Gk 15(b) (140,968) (215,373)
Total equity DB 136,910 41,332
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Condensed Consolidated Statement of
Changes N Equrty

B BH 4R &

For the six months ended 30 June 2016

& m

BE-ZT-—R"FXA=THLE~EAR

LS

Attributable to owners of the Company

RARERAER
PRC Exchange
Share Share statutory Capital Merger translation Other  Accumulated
capital Premium reserves Reserve reserve reserve reserve losses  Total equity
A
B& B4 E EERE EAGE AHHRE ERfE Hitffe Zith#E ERAR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETT ARETT ARETR ARETn ARETT AREFRT ARETR
(note 15(a)) (note 15(0)) (note 15(0)) (note 15(b)) (note 15(0)) (note 15(b)) (note 15(b))
(HisE15@)  (WisEtsp)  (Haisl)  (KisEtse)  (as)  (RisE15e)  (HE15()
At1January 2016 (audited) R=F—~E—F—H
(BEHR) 256,705 1,356,369 49,887 2,814 8,468 (29,185) 7,152 (1,611,478) 41,332
Profit for the period BARMN - - - - - - - 21,164 21,164
Other comprehensive income 8 & 41 2 T M 25
for the period - - - - - 7,110 - - 7,110
Total comprehensive income  H3 412 Ui 35 42 58
for the period - - - - - 7,110 - 21,164 28,274
Deemed contribution arising 2R R RN S EER
from non-interest bearing MEEZRREE
loans from controlling
shareholders - - - - - - 8,256 - 8,256
Deemed distribution arising & B 12 fR R 42 £ £
from early repayment of REERMEL
non-interest bearing loans RERE
from controlling
shareholders - - - - - - (6,587) - (6,587)
Issue of shares by way of ~ BBEE ) H AR
placing ik 21,173 44,462 = = = = = = 65,635
At30 June 2016 (unaudited) R=Z-AREXA=TH
(REER) 277,878 1,400,831 49,887 2,814 8,468 (22,075) 9,421 (1,590,314) 136,910
At1 January 2015 (audited) R=Z-HE—-F—8
(BZ5%) 256,639 1,354,742 49,887 4,966 8,468 (26,474) 6,245 (1,501,422) 153,051
Loss for the period BAEE - - - - - - - (88,138) (88,138)
Other comprehensive income 83  £ 41 2 T I A
for the period - - - - - 6,385 - - 6,885
Total comprehensive expense SR 2 E X HAH
for the period = = = = 6,885 = (88,139) (81,259)
Deemed contribution arising kIR B2 L2 B EH
from non-interest bearing MELZBREE
loans from controling
shareholders - - - - - - 269 - 269
Recognition of equity-settled  # 32 BB E 1 SAR {7
share based payments BEBHER 67 1,627 - (1,627) - = = = 67
Forfeiture of vested BRGEBHNRESE
equity-settled share-based T SARR D AEBEH
payments [GES - - - (625) - - - 525 -
At30 June 2015 (Unaudited) R=Z—-RERA=1H
(REER) 256,706 1,356,369 49,887 2,814 8,468 (19,589) 6,514 (1,589,035) 72,134
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Condensed Consolidated Statement of

MR A

Cash Flows

EE\/ mE &

SSrAITY

For the SIX months ended 30 June 2016
HZE —~"EANA=+HLANEAR

Six months ended 30 June

BEAA=THLEAEA

2016 2015
—E—XE T —FRF
RMB’000 RMB’000
ARET | ARETT
(Unaudited) (Unaudited)
(REER) (REgeEZ)
OPERATING ACTIVITIES REEH
Profit/(loss) before taxation A &R/ (EE) 21,164 (88,138)
Adjustments for: BRFIEL R
Bank interest income |ITH E WA (2 (270)
Changes in fair value less costs to sell EMEBEERRBEREEKR
in respect of biological assets & EIE S 264 113
Depreciation of property, plant and ME - -BEMEREITE
equipment 5,205 9,007
Finance costs Bh & B AR 1,446 1,113
Impairment loss recognised in respect MZE - BERREZBERK
of property, plant and equipment R — 54,364
Write-down of inventories FE®RE 468 867
Impairment loss recognised in respect B 5 EWGRIE 2 REEBKX
of trade receivables R 2,075 1,768
Loss on disposal of property, plantand R EW ¥  HE REBHEE K
equipment 3 8
Reversal of impairment loss of trade H 5 RN GRIAZERE D
receivables = (2,197)
Reversal of write-down of inventories FERERD = 679)
Operating cash flows before working LEBEESERHAI 2 KE
capital changes EehnE 30,623 (24,044)
Decrease in inventories FERD 1,592 3
Increase in biological assets EE )& 2= 1 N (223) —
Decrease in trade and other receivables & 5 K& E }E W 38 R 23,478 28,325
Decrease in amounts due to related FE <+ B & 75 A ,}ﬁk 2
parties (7,893) (2,062)
Decrease in trade and other payables B 5 K& H b & S FR IR R (34,000) (10,496)
Decrease in provisions FFRERAR S (338) (1,706)
Cash generated from/(used in) operations &4 & FrE L/ (FTH) RS 13,239 (9,980)
Income taxes paid B ATE — -
NET CASH FROM/(USED IN) RETHFAEE/(FTANEE
OPERATING ACTIVITIES HE 13,239 (9,980)
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Condensed Consolidated Statement of Cash Flows

BHEEHERER
For the six months ended 30 June 2016
HE-_Z-R"EF~A=1+HL~EA

Six months ended 30 June

BEAA=THLEAEA

2016 2015
—EB-XE e
RMB’000 RMB’000
ARETR | ARETT
(Unaudited) (Unaudited)
(REER) (REgEZ)
INVESTING ACTIVITIES REEH
Purchase of property, plant and BEWE BELRKE
equipment (1,256) (1,517)
Plantation expenditure of biological EYEEREES N
assets — non-current portion — 3EmEE 1D (109) (108)
Bank interest received B UERITHE 2 671
Placement of deposit with bank FEERIEITHER — (20,000)
Proceeds from disposal of property, BEYE  HWEIKRED
plant and equipment FT18 38 - 11
Receipt of deposit with bank HRITIF B2 WK - 20,000
NET CASH USED IN INVESTING RETBHFANESEE
ACTIVITIES (1,363) (943)
FINANCING ACTIVITIES mEEH
Proceeds from issue of new shares by BIBALE BT TS KIE
way of placing 65,635 —
Proceeds from loan from controlling YRR AR 3R 8 ST 158 3B
shareholders 29,323 31,684
Repayment of loan from controlling EBETEREEER
shareholders (84,046) (26,139)
NET CASH FROM FINANCING METHELENRSTE
ACTIVITIES 10,912 5,545
NET INCREASE/(DECREASE) INCASH BHE&RREEEBYELE/(HY)
AND CASH EQUIVALENTS HE 22,788 (5,378)
CASH AND CASH EQUIVALENTS RBDZRERRASEEY
AT BEGINNING OF THE PERIOD 29,604 36,934
EFFECT OF FOREIGN EXCHANGE Exgasse
RATE CHANGES - —
CASH AND CASH EQUIVALENTS AT REKRZBEESRBELSZEY
END OF THE PERIOD,
representing bank balances and cash MERTEELERS 52,392 31,556

32 BaWang International (Group) Holding Limited %5 F Bl B2 (£ &)1 g A R A 7




Notes to the Condensed Consolidated
Financial Statements

AR & W 1%k W ot

Basis of Preparation

BaWang International (Group) Holding Limited (the “Company”)
was incorporated in the Cayman Islands as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Its immediate parent company is Fortune
Station Limited, which is incorporated in the British Virgin
Islands (the “BVI”) and is beneficially owned by Mr. CHEN
Qiyuan, the Chairman of the board of directors and Ms.
WAN Yuhua, a former director and Chief Executive Officer of
the Company (collectively referred to as the “Controlling
Shareholders”).

The condensed consolidated financial statements of the
Company and its subsidiaries (collectively, the “Group”) for
the six months ended 30 June 2016 have been prepared in
accordance with the applicable disclosure provisions of
Appendix 16 to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) and with
International Accounting Standard (“IAS”) 34 “Interim
Financial Reporting” issued by the International Accounting
Standards Board (“IASB”).

The Group had accumulated losses of approximately
RMB1,590,314,000 and net current liabilities of
approximately RMB12,305,000 as at 30 June 2016. 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.

For the six months ended 30 June 2016
HE-_Z-R"E~A=1+HL~@EAR

mREE

FIBEK(EE)ZERER AT
([AR2RIDAHEERSFEMA L
BERPNERARTLAEESTE
BAEXPHMERRE([BRFT])
tH -EEEBRAAAGCEERBE
ZHERE(EBRELHES])TMH
Fortune Station Limited » H & 1 =
mABARRMNESR(EE] g
ETREBRBREEMARBATE
ENMEERTEETELL (5
MERR AR R ]) -

AprAkMERBA(TAEE]D
ECE-RERNA=THLENMH
PARAMBRERTIRERTEH
ERZAERAAES LHHR
AT Em AR M 162 8 A &
BHRXNANEBEREFENEZES
(BReEANZEBE])BMHN
BERestEA (TR 28])
FEIAFR P B HRERE -

R—ZFE—A"FEF~NA=Z+ 8"
KARBESEFBEENARE
1,590,314,0007T & F R &) & & 4
A R #12,305,0007T ° 7 Itk &
T ARREFEZEREAEER
RESRBMUFMELEB R RAA
MELRE UFHLAEERS
BERHANYBERIFBHERFE

@ A%
L o
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016

HEZ

34

Z-RERA=THIEXREA

Basis of Preparation (continued)

The condensed consolidated financial statements have been
prepared on a going concern basis. In the opinion of the
directors of the Company, the Group should be able to
continue as a going concern in the coming year taking into
consideration of the following:

()  The Group had bank balances and cash of
approximately RMB32,392,000 as at 30 June 2016;

(i)  The Group had net profit of approximately
RMB21,164,000 and had net operating cash inflow of
approximately RMB13,239,000 for the six months
ended 30 June 2016;

(i) The Group’s Controlling Shareholders and Guangzhou
Bawang Cosmetics Co., Ltd. (“Guangzhou Bawang”),
an entity established in the People’s Republic of China
wholly-owned by the Controlling Shareholders, shall
continue to provide loan facility to the Group until 31
December 2017 under the existing available facility
amounted to approximately RMB140,000,000 as at 30
June 2016; and

(iv)  The Group shall implement cost-saving measures to
maintain adequate cash flows for the Group’s
operations.

In light of the above, the directors of the Company are of the
opinion that it is still appropriate to prepare the condensed
consolidated financial statements for the six months ended
30 June 2016 on a going concern basis.

Should the Group be not able to continue to operate as a
going concern, adjustments would be necessary to
reclassify all non-current assets and liabilities as current
assets and liabilities, write down the value of assets to their
recoverable amounts and to provide for further liabilities
which may arise. The condensed consolidated financial
statements have not incorporated any of these adjustments.
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Notes to the Condensed Consolidated Financial Statements

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.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2015, except
as described below.

In the current year, the Group has applied for the first time,
the following new standards, amendments and interpretation
(“new IFRSs”) issued by the IASB which are effective for the
Group’s financial year beginning 1 January 2016.

Amendments to IFRSs Annual Improvements to IFRSs

2012-2014 Cycle

Amendments to IAS 1 Disclosure Initiative

Amendments to IAS 16
and IAS38

Clarification of Acceptable Methods
of Depreciation and
Amortisations

Amendments to IAS 16 Agriculture: Bearer Plants

and IAS41

Amendments to HKAS 27  Equity Method in Separate
Financial Statements

Investment Entities: Applying the
Consolidation Exception

Amendments to IFRS
10,IFRS 12 and IAS 28

Amendments to IFRS 11 Accounting for Acquisitions of
Interests in Joint Operations

Except as described below, the application of the above
amendments to IFRSs in the current interim period has had
no material effect on the Group’s financial performance and
positions for the current and prior years and/or on the
disclosures set out in these condensed consolidated
financial statements.
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016

HEZ
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Principal Accounting Policies (continued)

Annual Improvements to IFRSs 2012-2014 Cycle

The Annual Improvements to IFRSs 2012-2014 Cycle
include a number of amendments to various IFRSs, which
are summarised below.

The amendments to IFRS 5 clarify that changing from one of
the disposal methods (i.e. disposal through sale or disposal
through distribution to owners) to the other should not be
considered to be a new plan of disposal, rather it is a
continuation of the original plan. There is therefore no
interruption of the application of the requirements in IFRS 5.
Besides, the amendments also clarify that changing the
disposal method does not change the date of classification.

The amendments to IFRS 7 clarify that a servicing contract
that includes a fee can constitute continuing involvement in
a financial asset. An entity must assess the nature of the fee
and arrangement against the guidance for continuing
involvement in IFRS 7 in order to assess whether the
additional disclosures for any continuing involvement in a
transferred asset that is derecognised in its entirety are
required. Besides, the amendments to IFRS 7 also clarify
that disclosures in relation to offsetting financial assets and
financial liabilities are not required in the condensed interim
financial report, unless the disclosures provide a significant
update to the information reported in the most recent annual
report.

The amendments to IAS 19 clarify that the market depth of
high quality corporate bonds is assessed based on the
currency in which the obligation is denominated, rather than
the country where the obligation is located. When there is
no deep market for high quality corporate bonds in that
currency, government bond rates must be used.
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Notes to the Condensed Consolidated Financial Statements

Principal Accounting Policies (continued)

Annual Improvements to IFRSs 2012-2014 Cycle
(Continued)

IAS 34 requires entities to disclose information in the notes
to the interim financial statements ’if not disclosed elsewhere
in the interim financial report’. The amendments to IAS 34
clarify that the required interim disclosures must either be in
the interim financial statements or incorporated by cross-
reference between the interim financial statements and
wherever they are included within the greater interim
financial report. The other information within the interim
financial report must be available to users on the same
terms as the interim financial statements and at the same
time. If users do not have access to the other information in
this manner, then the interim financial report is incomplete.

The application of the amendments included in the Annual
Improvements to IFRSs 2012-2014 Cycle has had no
material impact on the disclosures or on the amounts
recognised in the Group’s condensed consolidated financial
statements.

Amendments to IAS 1 Disclosure Initiative

The amendments clarify that companies should use
professional judgement in determining what information as
well as where and in what order information is presented in
the financial statements. Specifically, an entity should
decide, taking into consideration all relevant facts and
circumstances, how it aggregates information in the financial
statements, which include the notes. An entity is not
required to provide a specific disclosure required by the
IFRS if the information resulting from that disclosure is not
material. This is the case even if the IFRS contains a list of
specific requirements or describe them as minimum
requirements.

HHREME R XM

For the six months ended 30 June 2016
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
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Principal Accounting Policies (continued)

Amendments to IAS 1 Disclosure Initiative
(Continued)

Besides, the amendments provide some additional
requirements for presenting additional line items, headings
and subtotals when their presentation is relevant to an
understanding of the entity’s financial position and financial
performance respectively. Entities, in which they have
investments in associates or joint ventures, are required to
present the share of other comprehensive income of
associates and joint ventures accounted for using the equity
method, separated into the share of items that (i) will not be
reclassified subsequently to profit or loss; and (i) will be
reclassified subsequently to profit or loss when specific
conditions are met.

Furthermore, the amendments clarify that:

() an entity should consider the effect on the
understandability and comparability of the financial
statements when determining the order of the notes;
and

(i) significant accounting policies are not required to be
disclosed in one note, but instead can be included
with related information in other notes.

The application of Amendments to IAS 1 has had no
material impact on the disclosures or on the amounts
recognised in the Group’s condensed consolidated financial
statements.

FES n-I—BZEE (&)

BREstERSE1R (BT E)
4 5% 15 08 (@)

BE AN - ZFAE R A Bh 2 51 B A R
XHEB BBERNET(E 25 %
EERMBEHRZERD I
MR R ERIREE)ZEEEIN
ME- WMERBHBEZLAAHAE S
TEFKE BB DB
M“T&A%ﬁﬁmﬁﬁiﬁw
wmoWERERZEAR  2ANUT
Eﬁxﬁ(ﬁ&%KQEﬁ‘@
ABZIOIEB ¢ M) A ZER ST EIR
HRrEEHTHEABEMNER -

BE ZFEIINEE:

) BERENREMEHRFE
ﬁ%ﬁﬁﬁ%%ﬁ%%Tﬁ
MR ENTE

iy BERGHTHEBER —EKH
SRR MR A E AR
REBE R o

HEERABEESELFE1]R(E
AR T EHASENTBER K
P BERAEDOEERBNX
EALE .

BaWang International (Group) Holding Limited £ F BIES (& B) =R 5 R A 7




Notes to the Condensed Consolidated Financial Statements

Principal Accounting Policies (continued)

Amendments to IAS 16 and IAS 38
Classification of Acceptable Methods of
Depreciation and Amortisation

The amendments to IAS 16 prohibit the use of revenue-
based depreciation methods for property, plant and
equipment under IAS 16. The amendments to IAS 38
introduce a rebuttable presumption that the use of revenue-
based amortisation methods for intangible assets is
inappropriate. This presumption can be rebutted only in the
following limited circumstances:

()  when the intangible asset is expressed as a measure
of revenue;

(i)  when a high correlation between revenue and the
consumption of the economic benefits of the intangible
assets could be demonstrated.

As the Group uses straight-line method for depreciation of
property, plant and equipment, the application of
Amendments to IAS 16 and IAS 38 has had no material
impact on the disclosures or on the amounts recognised in
the Group’s condensed consolidated financial statements.

Amendments to IAS 16 and IAS 41 Agriculture:
Bearer Plants

The amendments to IAS 16 and IAS 41 define bearer plants.
Biological assets that meet the definition of bearer plants are
no longer accounted for under IAS 41, but under IAS 16
instead. The produce growing on bearer plants continues to
be accounted for in accordance with IAS 41.
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For the six months ended 30 June 2016
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
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Revenue and Segment Information

Revenue 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.

For the purposes of resource allocation and assessment of
segment performance, information reported to the executive
directors of the Company, being the chief operating decision
maker 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:

e Hair-care products

e Skin-care products

e (Other household and personal care products

Also, the executive directors of the Company are provided
with segment information concerning segment revenue and

result. Segment assets and liabilities are not reported to the
executive directors of the Company regularly.
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Notes to the Condensed Consolidated Financial Statements

Revenue and Segment Information (continued) 3.

The following is an analysis of the Group’s revenue and

results by reportable and operating segments:

For the six months ended 30 June 2016

ARBTRT ARBTR
(Unaudited) (Unaudited)

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

EEBHRDIBER @

NTRAEERABENFEL
EDRBMAREE DN

BE-Z-AEXNA=Z+THLER

18 B

Other

household and

Hair-care  Skin-care personal care
products products products Total

HitRAR
EEEL HBEER BAZEER &t
RMB’'000 RMB’000 RMB’000 RMB’000

ARBT T ARBTR
(Unaudited) (Unaudited)

(RRER) (RLER) (R&RER) (RLER)
Revenue from external customers & B 4 58 & P
Z WA 107,837 9,753 17,806 135,396

Segment profit/(loss) DEERF/ (EE) 25,505 1,698 (5,389) 21,814
Change in fair value less costs to 4 ¥ & & A 7t B A

sell in respect of biological Veki=h= %Nk

assets EUEiEEa (264)
Bank interest income RITH B U A 213
Other income H g A 3,473
Corporate and other unallocated 7 7 it 7 42 #f £2

expenses H A X (2,626)
Finance costs B & A (1,446)
Profit before taxation from BEKEEBKZ

continuing operations i BT & A 21,164
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
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Revenue and Segment Information (continved) 3.

EXRBERTHER @

For the six months ended 30 June 2015 HE_ZT—RHF~A=ZTHLEA
& A
Other
household and
Hair-care Skin-care  personal care
products products products Total
HtERA R
BEEM =Z#FEERN BAAREE® &t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARBTT ARBTT
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited)
(RigER) (REER) (RigEZ) (REEZR)
Revenue from external KEIIBEEZ
customers WA 90,667 4,085 6,224 100,976
Segment losses D EE B (66,492) (1,608) (8,532) (76,630)
Change in fair value less costs 4 ¥ & E A 1t BE
to sell in respect of biological & $8 & Ak 7N HY &
assets ER=Ey (113)
Bank interest income RITHAB WA 270
Other income H A 618
Corporate and other RO E 2 48 EB
unallocated expenses o5 2 (11,170)
Finance costs Bh & B AN (1,113)
Loss before taxation from SEREEB M
continuing operations A& 18 (88,138)
Segment results represent the profit/(loss) made by each DEEBEESHHABE AT

segment without allocation of changes in fair value less
costs to sell of biological assets, bank interest income,
compensation income, net exchange gains/losses, central
administration cost, directors’ emoluments and finance
costs. This is the measure reported to the executive
directors of the Company for the purposes of resource
allocation and performance assessment.

BaWang International (Group) Holding Limited %5 T [ B

(BER) EhtESREMEE
Eﬁ@ﬁﬁfﬁﬂﬁ’iﬁkﬁmmiﬂé

@ RITAMBEA BERA
ERHAZ 5/ 1R F R EFQ%’F‘“EEEJZ

K BEZHFMMARBEKAE It K
RERIPERRBFGEMEAARRD
AZHATEEHREZAERA -

REBE)ZERBRAA




Notes to the Condensed Consolidated Financial Statements

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

BB R A

Six months ended 30 June
BEANAB=1THLAEA

4. Finance Costs 4.

2016 2015
ZB-RE | ZE—IF
RMB’000 RMB’000
ARET T ARBT T
(Unaudited) (Unaudited)
(REER) | (REER)
Imputed interest on non-interest bearing TRBRRESMERZHERE
loans from controlling shareholders 1,446 1,113

5. BAI BN/ (EE)

FERKEXB ZHRA AN/ (E8)
EGEA) R THIER

5. Profit/(Loss) Before Taxation

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

Six months ended 30 June

BEAA=tHLAEA

2016 2015
—E-XEF | ZT—RF
RMB’000 RMB’000
AR T ARBTT
(Unaudited) (Unaudited)
(RE&EZ) | (REER)
Bank interest income RITH B YA (213) (270)
Depreciation of property, plant and - BENMEREITE
equipment 5,205 9,007
Impairment loss recognised in respect of ~ FERYWE - BE RERER
property, plant and equipment (included BERBKGIAHEMER)
in other expenses) — 54,364
Impairment loss recognised in respect of ~ #E:RE 5 FE UK 3R B R E B &
trade receivables 2,075 1,768
Net loss on disposal of property, plantand EEWE%  WE KB HEREE L
equipment 3 8
Redundancy costs EEEBME = 2,702
Reversal of impairment loss of trade B0 E 5 e W R IB A B &
receivables = (2,197)
Reversal of write-down of inventories (included 717 €5 gk (& % 5 B @] (3+ A 44 &
in cost of sales) B Z%) — (679)
Write-down of inventories (included in cost 17 & B (B4 (5t A E R AN)
of sales) 468 867
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
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Income Tax Expense

U

(i)

(i)

Under the Law of the People’s Republic of China 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
2018. However, Bawang Guangzhou did not have any
assessable profits subject to Enterprise Income Tax for
the six months ended 30 June 2015 and had tax
losses brought forward to offset the assessable profits
generated for the six months ended 30 June 2016.

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 2016 and 2015.

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. FIEHix ik

M

(i)

(i)

BEFABECEMBHRE(D
XEMEBEDRCEMSHE
EEMIEH  AEERPEH
EMEOKMBARE —ZTEN
F—A—HEBHEARE25% -

TERBREATEERD
SE RN EISE R R
EDEEZ MEBSZERH
TEANZHI5%HEBERR
Ko REEBMNFEHEARNTA
ABEET(EMN)BRAAUIEH
TEMDR=_ZEZTALFH
REBSHEMLE W&
BHRHE—_T— \FAEH- A
m B=2_FT—AF A=
+HLEANEAR REEW R
EXMBERMECEMBSHZ
ERPMAN MAKEF &R
B EBEE K RAEENE
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HERAF -

BE-_ZT—R"FRk=-ZFT—1
FARNA=ZTHLEAXRER &
SEYREEMNABRETE
P 1S 2 M SR B0 A+ BT IA
WEERBFENSHER -

RERSHEREB R
SRBREZESINRA K
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Notes to the Condensed Consolidated Financial Statements

6. Income Tax Expense (continued)

(iv)

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 for
withholding income tax for the six months ended 30
June 2016 and 2015 since the PRC subsidiaries had
accumulated losses.

7. 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 2016 (six months ended 30 June
2015: nil).

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
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Earnings/(Loss) Per Share

The calculation of the basic and diluted earnings/(loss) per
share attributable to owners of the Company is based on
the earnings (six month ended 30 June 2015: loss) for the
period of approximately RMB21,164,000 (six months ended
30 June 2015: approximately RMB88,138,000) and the
weighted average number of approximately 2,981,866,000
shares (six months ended 30 June 2015: approximately
2,911,105,000 shares) ordinary shares in issue during the
period.

For the six months ended 30 June 2016 and 2015, the
diluted earnings/(loss) per share is the same as the basic
earnings/(loss) per share.

The computation of diluted earnings/(loss) per share for the
six months ended 30 June 2016 and 2015 did not assume
the exercise of the Company’s share options as the effect is
anti-dilutive.

Movements in Property, Plant and
Equipment

During the six months ended 30 June 2016, the Group
acquired assets with a cost of approximately RMB1,256,000
(six months ended 30 June 2015: approximately
RMB1,517,000).

Assets with a carrying amount of approximately RMB3,000
were disposed of by the Group during the six months ended
30 June 2016 (31 December 2015: approximately
RMB28,000), resulting in a net loss on disposal of
approximately RMB3,000 (31 December 2015:
approximately RMB8,000).

RERN/ (FE)

ARAREEABEBERKEER
Ztﬂx%ZK&%%E%&%IJ/(EﬁE)
EREBEFELEXEB 2HRR
A 4 A K #21,164,000T( & =
T E—RHFEXNAZ=ZTHIEAHE
A BB AR¥KS8,138,0007T )
MERERTETERMETY
B #72,981,866,0000& (8 &= — &
—hAF NA=ZFTBHLEASEA A
2,911,105,0000%) 5t & -

HE_ZT—RNFR_FT—HFAX
A=THLEREANERESR
MEBEB)ZERASRERNREF/ (G
) o

HRARRINBREEAERES
MR -FIAEHEHEZE_ZT— X
FR_ZFE—RAFANA=ZTHLEAR
EAHEERESEZN/ (EE)
B UWEBRTEETAARFHN
B o

ME - BENRENE

HE_ZT—R"F~NA=Z+BHLA
BA AEEBALENK AKX
L E NRE1256,00T (B2
—REFEXNAZTHLEAREAR B
AR #1,517,0007T) °

HE_ZT—R"F~NA=Z+BHLA
@A AEBEBEEFEAAR
B30T EERER(BEC
E-—RAF+_-_A=+—"HI: 8
AR ¥28,0007T) r EHH AR
SOOOEMFEW% e ]
MFEFEX(EBE-_ZT—HF+_-A
=+—1t: HARS,0007T) °
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Notes to the Condensed Consolidated Financial Statements

10. Biological Assets

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

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

10. £ EE

EMEERBUNPEAENE
EEMERENRER-

Six months Year
ended ended
30 June 31 December
2016 2015
BE-Z—XRF | #2=-2—1F
~HA=1H +=—A=+—H
<@ A IEFE
RMB’000 RMB’000
AR T ARET T
(Unaudited) (Audited)
(REEZR) (&&= =%)

At 1 January 2016/ R-ZE—R"F—H—H/

1 January 2015 —E—hF—A—H 588 601
Changes in fair value less N EEREEKAD

costs to sell PEE® (264) (122)
Plantation expenditure EEYH 332 254
Herbs harvested during the — Bf [/ 4F (4 I #E &Y A & %2

period/year - (145)
At 30 June 2016/ NR-ZE—REA=1H/

31 December 2015 —E—RAF+-_A=+—H 656 588
Non-current portion JEmENE A 154 162
Current portion mEER D 502 426
At 30 June 2016/ RZE—-—RFEXNA=TAH/

31 December 2015 —E-—RAF+-A=+—H 656 588

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 2016, the Group had 139 hectares (31
December 2015: 139 hectares) of growing herbs.

BRESEEETEEEBRER
REBENRAREET B B
BOEBAL RENEEEES
FA DA T 2 B9 P A o

BHE-_ZT—XEXXA=+H &
EEHEAIRNEBE(ZE—RHE+
ZA=+t—B:139AE)EEN

B

REH
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
HE-_Z-R"EF~A=1+HL~EA

10. Biological Assets (Continued) 10. £ MEE @
Biological assets are stated at fair value less costs to sell at RERBPRNEMEENARARE
the end of the reporting period as estimated by an BEREEKAETFE  HEE
independent appraiser using the net present value approach EHRBIFGENAFEIRE S A
whereby projected future net cash flows were discounted to HEITHET e XA EHEME
provide a current market value of the biological assets. ENEBEETITHE BIEAX

KEREREETHHR Ut &
ZEMEENRTHSEE-

The following unobservable inputs were used in level 3 fair LTBEEZE - —X~"F~A=1+
value measurements of the Group’s biological assets as at BEEMEWEEE=G L 1 BE
30 June 2016: AEZAAHEEER
Range of unobservable inputs Relations of unobservable inputs
Unobservable inputs (weighted average) to fair value
FTABEERE
FrABERER (hn#EFI91E) TOABERERNEAREEZBE
Growing herbs yield 30-700 (279) per year The higher the growing herbs yield,
— kg per hectare the higher the fair value
Ttz BB R &4 30-700(279) BlEaEzHPEREWKBES -
—8AETRE ARnEBEEES
Growing herbs price RMB3-RMB105 The higher the market price, the
(RMB32) per kg higher the fair value
ez P EEER BETRARKIT-ARB1067T BHEzPEEMEES
(AR®327T) ARBEBES
Discount rate 11% (11%) per annum The higher the discount rate, the
lower the fair value
Prif =& FF11% (11%) BEFEHEFTREIYS -
AR EEBE
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Notes to the Condensed Consolidated Financial Statements

10. 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 2015:

BHRE M ®ERME
For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

10. £ EE @m

UTRBE-_ZT—RAF+-A=
T—REREVMEEF=ALAR

BEFEZTABERER:

Range of unobservable inputs Relations of unobservable inputs

Unobservable inputs (weighted average)

TABRENEE
TABREEHR (hnfE 713 (8)

to fair value

FTAERENEIRBEZRAR

Growing herbs yield
— kg per hectare

iE 2 P E WK
—-SRETR

30-550 (421) per year

& £ 30-550(421)

RMB3-RMB100
(RMB35) per kg
BTRARBIT-ARKI1007T
(AR¥357T)

Growing herbs price

BEzZHE

2 LB AR

Discount rate 11% (11%) per annum

Prim = 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 annual consolidated financial statements for the
year ended 31 December 2015. In estimating the fair value
of the biological assets, the highest and best use of the
biological assets is their current use.

Interim Report 2016 ==

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

BE P EEWKBS
ARBESS

The higher the market price, the
higher the fair value

BEZHPEEREHES
ARBEYES

The higher the discount rate, the
lower the fair value

B EEFTR RS
AR EEBE

RERBR RRPEEENLE
MEEGMEERZITRAETRER
M5 EE Z B Al = -

EERMBEBEE T —HFt+=
A=+ -—BLEFEZFEREH
BHMRMERE Y B E - pLat
EXEMEEZRAABEMS &
MEEZEAERERERSERK
ZAEMME -
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
HE-_Z-R"EF~A=1+HL~EA

10. Biological Assets (continued) 10.

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

EYEE @

EMEEZBRRUEE =R E
B 2%k :

Six months Year
ended ended
30 June 31 December
2016 2015
BE-Z—XKF B —_ZT—AF
RA=+H | TZTA=+—8H
IEXEA IEFE
RMB’000 RMB’000
ARET T ARET T
(Unaudited) (Audited)
(REER) (& E %)

At 1 January 2016/ RZE—R"F—H—H/

1 January 2015 —F—HRF%—H—H 588 601
Addition N E 332 254
Change in fair value due to FREEmESL 2

transformation /D\ REBEE (264) (122)
Transfer to inventory BEERFE — (1495)
At 30 June 2016/ RZE—RNFANA=+H/

31 December 2015 —E—hRF+=—A=+—8H 656 588

The above changes in fair value recognised in profit or loss
of approximately RMB264,000 (year ended 31 December
2015: approximately RMB122,000) is presented on the face
of the condensed consolidated statement of profit or loss
and other comprehensive income. Included in the changes
in fair value is an amount of approximately RMB264,000 (year
ended 31 December 2015: approximately RMB122,000)
that is attributable to the change in unrealised gains or
losses relating to biological assets held at the end of the
reporting period.

NERBEFBIAZAABESR
B ARE26400 (B E -
—HEF+-_A=+—HLEEFEE:
# A R #122,0007T ) 2 1 & BB 47
cEFEMNEMEZEURSIRLESR
I8 o Hrh 49 A R #264,0007T (& LE
T E—RAF+_A=+—HLHF
F-%ﬁAE’ﬁ%mzooo%)Z@ﬁF
(R4 FREREHRFTEE
%ﬁ?*ﬁﬁazx,\iﬁﬂiﬁmﬁﬂé
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11.

12.

Notes to the Condensed Consolidated Financial Statements

Trade and Other Receivables

Included in trade and other receivables are debtors (net of
allowance for bad debt and doubtful debts) with the
following ageing analysis presented based on the invoice
date, which approximates the respective revenue recognition
dates:

11.

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

BEZ RHEMEWRKIE

BREE S REAMEWRR(RRE
BHNREDTN2IRENEE
B ZEZEHBOZEBNEA
FER ) B A -

30 June 31 December

2016 2015

ZEB-REF —_T-HF

AA=+H | tZA=+t—H

RMB’000 RMB’000

ARMT T ARBT T

(Unaudited) (Audited)

(REER) (fEE=X)

0-90 days 0-90K 18,617 39,592

91-180 days 91-180K 14,179 15,719

181-365 days 181-365K 8,154 3,651

Over 365 days BB 365K - 710
Total debtors, net of allowance for bad FE U5 BR 70 % AR XE 4

debt and doubtful debts 40,950 59,672

Prepayment for purchase of raw materials 3z 1< i B R # £} 318 358 1,655

Short-term prepaid advertising fee REHBNESER 40 44

Other receivables H b & W 5k 5,033 3,498

46,381 64,869

The Group allows an average credit period of 30 to 90 days
to its trade customers.

Deposit with Bank/Bank Balances and
Cash

Deposit with bank

As at 30 June 2016, deposit with bank of RMB20,000,000
with maturity in May 2017 (31 December 2015:
RMB20,000,000, with maturity in May 2016), carries interest
at fixed rate of 2.75% (31 December 2015: 2.75%) per
annum.

12.

AEBARFESEPEHEEH
R A30E9IK °

RITER/BITHEFRER

q
3

>

BITER
R-ZZTE—XRNEXNA=ZFTH: BT
7 3 A R #20,000,000 T # —F
—+ERAFR(ZE-—RE+=
A=+—8: AR#20,000,0007T
R-_E—XERADH) BEF
MK AEB2EH(ZE—RHE+A
=t+—H:275%) °
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
HE-_Z-R"EF~A=1+HL~EA

12. Deposit with Bank/Bank Balances and 12.RTFER/RTEFRE
Cash (continued) ﬁ (&
Bank balances and cash BITHFRAS
As at 30 June 2016, cash at bank carries interest at floating RZZE—R"ENA=+H"RTT
rates based on daily bank deposits rates of 0.001% to 0.35% RWEHFHBTERFEERNE
(2015: 0.001% to 0.35%) per annum. 0.001%ZE035% (=T —HFE :

0.001% % 0.35%) st E R & o

13. Trade and Other Payables 13. EZ R H MBI FIE
Included in trade and other payables are creditors with the B MHEMWEMNZTHER D ITH
following ageing analysis presented based on the invoice 2 RERNRERANZEZHE:

date at the end of the reporting period:

30 June 31 December

2016 2015

—E—XKEF —FT—RHF

AA=+H | TZR=+—H

RMB’000 RMB’000

AR T AR®ETTT

(Unaudited) (Audited)

(REER) (=)

0-30 days 0-30K 3,514 32,856

31-90 days 31-90K 716 978

Total creditors FE T EBRK 4,230 33,834

Receipt in advance T8 U5 BR 3 24,094 29,595
Payable for acquisition of property, plant % B & 5 - % &5 Bl i 22

and equipment 8 8 /) BR 3K 13,896 14,152

Promotion fee payable FEfT (R iH B 9,209 19,042

Accrued payroll Rt TE 770 1,012

Other payables and accruals E b FET K 85,689 74,253

137,888 171,888
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Notes to the Condensed Consolidated Financial Statements

14. Loans from Controlling Shareholders

The Controlling Shareholders and Guangzhou Bawang
undertook to provide a loan facility to the Group
in an amount up to RMB140,000,000 for a period
from 15 March 2013 to 31 December 2015 and was
further extended to 31 December 2017. The long-term
loans are unsecured, interest-free and repayable by 31
December 2017 or earlier as determined by the Group.
During the year ended 31 December 2015, the Group had
drawn down HK$40,000,000 (equivalent to approximately
RMB31,684,000) under the facility. As at 31 December
2015, the carrying amount of the loans from Controlling
Shareholders was approximately RMB54,946,000 (30 June
2016: nil). The effective interest rate of the loans from
Controlling Shareholders was 5% (30 June 2016: nil) per
annum. As at 31 December 2015, the available facilities was
approximately RMB85,058,000 (30 June 2016: nil).

On 17 March 2016, an additional amount of HK$35,000,000
(equivalent of approximately RMB29,323,000 was drawn
down by the Group.

On 3 June 2016, all the loans from controlling shareholders
were fully repaid.

BHRE M ®ERME
For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

14, IR IREE R

Hxﬁx%& JH%HE% WK
%ﬁ = /\ R ﬁgmo,ooo,ooofc :

ﬁxﬁlﬁﬁﬂﬂ T-—=F=A+1HA
E-2-mEF+-A=+-AEK
- SERE-F—LE+

A=+—HB- kKRHBERABER
B 2ERBAERATHR-Z
—tF+_A=+—H=ZAE
& o @ifﬁj fLEJF A= +
—HLttFER AEEES—%
% %8 & 7B J040,000,000( 18 & B
A R #31,684,0007T ) HY & 2% o &
E-_FT—HF+-_A=+—8"
EREREREAEEAARK
54,946,000 (ZE —~F RN A=
THIE:®) - ERRRERNAE
MEFKESR(ZE—NF XA
=tHL - E - BE-_ZT—HF
+-_ABA=+—B ERBMEEE
% A AN R #85058,0005 (=& —
NENA=ZFTHIE:E)o

RZE—RFE=A++tH #K
% R 2 f 7 7£.35,000,000 (8 & 7
A R #29 3230007 ) #) {& 5 4 A&
£8 o

RZEBE-—XREXNA=ZB - FEHN
PRIR 8 R E A8 2 AR {E
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016
HE-_Z-R"EF~A=1+HL~EA

15. Share Capital and Reserves 15. R A K 1%
(@) Share capital (a) B&=
Number of
shares Amount

I 4 8 E BEEH
'000 RMB$’000

F AR®FTr
Ordinary shares of HK$0.1 each FRBIT0102 LB K
Authorised ordinary shares: ETE E AR
At 1 January 2014 (audited), RZE—MNF—H—H
31 December 2015 (audited) and (E1z) —E—RHE
30 June 2016 (unaudited) +=-—A=+—H
(BER) R T —RF
NAZTH(REEZ) 10,000,000 880,500
Issued and fully paid ordinary shares: BEBTRENZERR :
At 1 January 2015 (audited) R-ZE—HRF—A—H
(& E %) 2,910,971 256,639
Issue of shares under share option PR N BT E
scheme (note) (B3 3E) 840 66
At 31 December 2015 and 1 January R-ZE—HE+—A
2016 (audited) =+-BR-T—XF
—A—B(#&&E%) 2,911,811 256,705
Issue of 250,000,000 new shares of RZZE—R"FHRAMN
HK$0.1 each at a price of HK$0.31 R RET
each per placing share by way of 250,000,000%f J% * &%
placing in May 2016 HE A0.10/8 T » 1Z 8
B REBR031ET 250,000 21,173
At 30 June 2016 (unaudited) R-ZZE—R"FHAH=TH
(R EZR) 3,161,811 277,878
The new shares rank pari passu with the existing FTREREFENREES
shares in all respects. FTEHEZER S -
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Notes to the Condensed Consolidated Financial Statements

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

15. RA K & & @
(b) EfiEMEERRAE

15. Share Capital and Reserves (Continued)

(b) Nature and purpose of reserves

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.

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 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 were
approved by the board of directors of Bawang
Guangzhou.

ZNY/NESID &N e = 0l
RXAEBRERQAE
(BEERT)FRE - BRI
EREZZRNBRENB
He KRB HEANE
BEBXBTIHNE
N NN TR =
P 7S g {8 AR 1) AR R 0k

n
R B o

BF¥ARQAEERNER
BARITEHNE D B H
BERABETFTEHORAAE
ERB T —=FF3f
BFENSTHRRRER
EEPRER -

TEDEERBENIRER
B8 7 B AR Bl B A5 B DA
AEBEFHHEMER
ABEITEMNNARER
R -HERNFHEDE
BIEMNESSHE-
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Notes to the Condensed Consolidated Financial Statements

HHEEMBEERME

For the six months ended 30 June 2016

BE

Z-RERA=THIEXREA

—%

15. Share Capital and Reserves (Continued)

56

BaWang International (Group) Holding Limited %5 T [ B

(b) Nature and purpose of reserves (Continued)

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.

Statutory general reserve can be used to make
good prior years’ losses, if any, and may be
converted into share capital by issuing new
shares to equity shareholders proportionate to
their existing percentage of equity interests
provided that the balance after such issue is not
less than 25% of the registered capital.

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.

REBE)ZERBRAA

15. RA K & @
(b) GEfEtEE R HE @

FTEMEBEBE(HRER)
FBRERAR(THEIR
1D TR A B K S &9 b
mEERE  HARE
B = A AR B R AR B
B AR N & 2 10% 89
FaMCEmUEFE
WEBER)ZE—RERE
HE BEEREAESRE
AP ERRERZER
EO/NICTR-R el ok 1]
B R H50% & LE o B B
%%ﬁﬁmﬁﬁ%\h
BADIKIBATHETT o

—RAERER FAIER
AT FErE R
B) NAEBRRES
FRAANRBNKRER
7 L [R) 1% 5 3 17 3 AX -
PA B R 3% 3R 18 B0 45 B4
TEIREMELRD
25% °

R=ZFF + = A
:‘T—EI'ZIK Bl
EQW ELT R EE
TR(EAE)BER R A

NRZEERKEXT
12 500,000#) % * & M

B (2 Bl A A S
l%hk%%ﬁm EX
REIFR) ALBLEE
DA e O N o= B =
FRELZBEELESH
it -




Notes to the Condensed Consolidated Financial Statements

15. Share Capital and Reserves (Continued)

(b) Nature and purpose of reserves (Continued)

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

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.

16. 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.

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

15. R AR & @)

(b) itk E R R EE)

BREBEPBEBEINER
ZHBERRAEENZ
ERIE N E -

Hfth 7 R AR
%%%Qﬁ%%%fm
PREEZHARIE -

%%muﬁ%ﬂ%%ﬁ
m%@ RAIZREE
KOREEBERMGESE -

16. LU B A 4 5 30 A AR 3 28

EWRNRS
EROREEa AL

RARBIEENR_TZENFE+A
+Eﬁ&§ﬂ&ﬁ%%w%&%
AE-R-_FTAFNANE

PIN/N Tﬁh#mﬁ%%ﬁ@ﬁ%
EREREFERNES aRE
BEEKEREERHAETEARA
FMEEMBERE - THELHZEER
BB TFTAAIMBZESRESH
4,200,000 & A B & 5 - LA R Y
+EEREEENMEEREAL
10,332,000 % 28 A 5 B% 19 B9 4 F)
BEARFEAGEZEARTITHN
BT R B AREERER
BAEETHERROITEES
HEEBITOA(MAELT) - R
BREMEBES) X BL1.19 BliE
EHRBETHEEB B L2238 &
50% (= +\NATELF) - BIEFEEH IR
AHABENEREAERLNE
mERENTESSHAB LT
HE R —FE2ERF MABR
ENER-_ZT—ALFEXANBA
17{E ©
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HHEEMBEERME

For the six months ended 30 June 2016
HE-_Z-R"EF~A=1+HL~EA

16. Equity Settled Share-Based Transactions

(Continued)

Pre-IPO Share Option Scheme (Continued)

The following table discloses movements of the Company’s
share options held by directors and employees during the

16. LR & E I
EWRNRS @

LR 5

B R 2B 55 A WE Bk 4 A @
(#%)

TREBREENEEEE BN
HI | MEHEAE AR ABRENE S

current and prior periods: F
Six months ended Year ended
30 June 2016 31 December 2015
BZE HE
—ZE—XFXA=1H —ET-RF+=ZA=+—H
1WERMEA IEFE
Weighted Weighted
average Number of average Number of
exercise price options exercise price options
hnAE 35 B8 IR A niEFEH i AR
TEE HE T8 H=
HK$ ’000 HKS ’000
BT F BT +
Outstanding at the beginning of 7 B /45 ¥ % R 1718
the period/year 0.77 1,654 0.62 2,834
Exercised during the period/year Hi/4F X 17 & n/a - 0.01 (840)
Forfeited during the period/year — Ei/4F 1A 1% )8 U n/a - 1.19 (340)
Outstanding at the end of the RE/ ERERITHE
period/year 0.77 1,654 0.77 1,654
At 30 June 2016, 1,654,000 share options were exercisable BE—_ZT—XR"EX~XA=+H81"
(31 December 2015: 1,654,000). 1,654,000 KR REAEFE(ZF —
EHF+=-A=+—H: 1,654,000
%) e
17. Fair Value Measurements of Financial 17. R TEN A REEE

Instruments

58

The Group’s financial instruments, including the loans and
receivables (including trade and other receivables, and bank
balances and cash) and financial liabilities (including trade
and other payables, amounts due to related parties and loan
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.
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Notes to the Condensed Consolidated Financial Statements

HHREME R XM

For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

18. Related Party Transactions 18. BEL RS
Except as disclosed elsewhere in the condensed g £ BA f & 0t ﬁ%jiﬁ_& KPR K
consolidated financial statements, the Group had the g};@;g% fH‘H PETT TSI RE T 2
following transactions and balances with the related parties R
during the period:
(@ The following balances were outstanding at the end of @ MEMEBARZEHOT
the reporting period:
Amounts due (to)/from
related parties
(M) /EWREEER RE
30 June 31 December
2016 2015
—EB-ARE —T—hHF
AA=+H |[tZH=+—8H
RMB’000 RMB’000
AR®T T ARBT T
(Unaudited) (Audited)
(REER) (fE &%)
Non-trade related FEZHHE
Guangzhou Bawang (note i) B8 T (M () - (5,308)
Trade related EZHEEA
Guangzhou Chenming Paper Products & /M = A 4K B R
Company Limited (Guangzhou AR (TEMERED
Chenming) (note ii) (BT 2 (i) (2,251) (1,934)
Guangzhou Qiancai Packaging Materials & | 1 /& 5 & & #1 £}
Co., Ltd. (“Guangzhou Qiancai”) (note i) B R 2 & ([ & M
& 5% ) (B 5 (i) (40) (59)
(2,292) (7,301)
Non-trade related FE S HA
Guangzhou Bawang (note i) BN & £ (H5E() 2,884 =
Trade related EZHE
Guangzhou Friend’s Group Information & M 8 & B & £ 1= &
Technology Company Limited ERAR(EMR
(“Guangzhou Friend’s Group”) (note iii) & E ) (M 52 (i) — 75
2,884 75
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For the six months ended 30 June 2016
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18. Related Party Transactions (Continued)

60

(@)

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

Notes:

0)

(i)

(i)

Guangzhou Bawang was effectively 100% owned by the
Controlling Shareholders of the Company. As at 30 June 2016
and 31 December 2015, the balance due from Guangzhou
Bawang mainly represented rental payable. The balance was
unsecured, interest-free and repayable on demand.

Guangzhou Chenming and Guangzhou Qiancai are 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.
The balance was unsecured and interest-free. As at 30 June
2016 and 31 December 2015, the amounts due to Guangzhou
Chenming and Guangzhou Qiancai were due within 1 month
or on demand.

Guangzhou Friend’s Group was under the control of the close
family members of the Controlling Shareholders of the
Company. The credit terms granted to Guangzhou Friend’s
Group is 15 days. The balances were unsecured and interest-
free.

18. BEBEH RS @m

MERIBREKREN 2 &8
R (88)

(@)

)

(i

(i)

BaWang International (Group) Holding Limited £ F BIES (& B) =R 5 R A 7

BINEEHAANRQAERER
100% B RHEB - R T —
FRNA=ZTHM-_Z—AHF+
—A=t+—B BEMNB\EINH
REHREZAENES -AH
BHREERR 2B WIRERE
B o

BEMERMEMNEXZEHERR
] 92 i e 3R B 4R 2 ) ) SR BE X
SEEHIH - B EMNRBAMEMN
BRETHEEHR/0B A
MESRBEEARRE -R_F
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18. Related Party Transactions (Continued)

(b)

During the period, the Group entered into the following

Notes to the Condensed Consolidated Financial Statements

HHREME R XM

For the six months ended 30 June 2016

(b)

transactions with the related parties:

BE

“E-AEAA

18. BER R ZF @)

=+BLEXEA

RNEBRA - KNEEEREE

HEMNIATRS -

Six months ended

BZz-HEA
2016 2015
—E-RE —hF
RMB’000 RMB’000
AR T | ARBT
(Unaudited) | (Unaudited)
(R&E®R) | REER)

Trade related

EZMEE

Guangzhou Chenming (note i) Purchase of packaging materials 2,545 2,476

& N = AR (BT %) KEaREMH

Guangzhou Qiancai (note i) Purchase of packaging materials 382 105

J& N A5 SR (B = (ii)) KEaREMH

Non-trade related

FEZHEH

Guangzhou Bawang (note iii) Ultilities paid on behalf 196 188

&N % (BT = (i) RERfFKESE

Guangzhou Bawang International Catering service received

Hotel Co., Ltd. (note iv) 555, 647

BME TR XBE BEXgE RERRE

B R A A (3 (v)
Guangzhou Bawang (note v) Rent of production plant and office
premises 7,277 7,277

BN & E (EWV) MEEERE M Q5

Notes: M sE -

[0} During the six months ended 30 June 2016, packaging (i) BE_Z-A"FXNXA=+H
materials were purchased from Guangzhou Chenming EXNBEA mEMRAEER
amounting to approximately RMB2,545,000 (six months MEREMBZEBHOARE
ended 30 June 2015: approximately RMB2,476,000). The 2,545,000 (BE—_FT— A%
directors of the Company have confirmed that the basis of NAZTHERER AR
consideration for the purchase of packaging materials is the #2,476,0007L) e RAREH

prevailing market price.

During the six months ended 30 June 2016, packaging
materials were purchased from Guangzhou Qiancai amounting
to approximately RMB382,000 (six months ended 30 June
2015: approximately RMB105,000). The directors of the
Company have confirmed that the basis of consideration for
the purchase of packaging materials is the prevailing market
price.

Interim Report 2016 —
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BE_ZT—XRXEF~NA=ZT1L
ANEA MEMNBEEE®D
BEMBZEBBHARE
382,000 (BE=-ZT—HFN
A=+BLEAEAR: AR
105,0007T) - AR R E EMHR
R BEMEOEERNART
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For the six months ended 30 June 2016
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18. Related Party Transactions (Continued)

62

(b)

During the period, the Group entered into the following
transactions with the related parties: (Continued)

Notes: (Continued)

(i)

(v)

During the six months ended 30 June 2016, utilities expenses
were paid on behalf of the Group by Guangzhou Bawang
amounting to approximately RMB196,000 (six months ended
30 June 2015: approximately RMB188,000).

During the six months ended 30 June 2016, meeting and
catering services were provided to the Group by Guangzhou
Bawang International Hotel Co., Ltd. amounting to
approximately RMB555,000 (six months ended 30 June 2015:
approximately RMB647,000). 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 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 2016, approximately RMB7,277,000 (six
months ended 30 June 2015: approximately RMB7,277,000)
was recognised in the condensed consolidated statement of
profit or loss and other comprehensive income.

18. BEBEH RS @m

REBEBRA - N5 R R
HRIMIMTRS : (&)

(b)

B 2

(i)

(v)
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HE-_ZT—X<"EXA=1H
WEREARA BEMNBERAEME
TNMKEBEENDARE
196,000 (B E =T —AF ~
A=Z+BIEAEA: HARK
188,0007T) °

BHE-_ZT—XR"F~NA=+HL
ANEA - ENBEBREKEE
BRAFRMAEERHNSH
FEBRGERABTAREY
555000 (B EZE=—ZF —RHF N
A=+BLEAREA: HARYE
647,0007T) ° B M 8 B K
BIEBR AR AR A E &R
RI100% B RHEHB - AR AE
ERBLEARSEREER
AR IRIESEEGRET
5{]0

AEEEENBEED L T
ERAELERERBAE
FORE G -

RZE—=FNANLB BFE
EMEEMNBEBEEITLMMMAE
EmZEz Bt BIEMNME
MWETHELEREMBA
i BRAEATHESRE R
A5 5 & AR 1,120,000
TR A R #92,8007T - FH B
- NANLARBRER
H=F -FBEHARRA T —
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For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

18. Related Party Transactions (Continued)

(¢) The remuneration of directors of the Company and (©
other members of key management personnel during
the reporting periods was as follows:

18. BB H R F @)

ARABEENHEMETRER
EXRERBHANMIT

Six months ended 30 June
BZEAA=1+HILAEA

2016 2015
ZE-RF —T—ARF
RMB’000 RMB’000
AR T AR®ET T
(Unaudited) (Unaudited)
(REER) (REEER)
Short-term employee benefits HHiE B @A 1,065 775
Contribution to defined contribution & HA {3k iR /K 1& FI| 51 21
retirement plans = 76 86
Loss of office compensation BEEES - 575
1,141 1,436
19. Commitments 19. AN
2016 2015
—E-XRE —T—ARF
RMB’000 RMB’000
AR T ARETTT
(Unaudited) (Audited)
(REER) (g E=Z)
Capital commitments for acquisition of 2 25 #{8 I #& 7 (5 B 42 & B
property, plant and equipment BREPRBENEBEEE
contracted for but not provided for in ME - WEREERE RN
the condensed consolidated financial z
statements 7,410 7,553
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HHEEMBEERME

For the six months ended 30 June 2016

HE-_Z-R"EF~A=1+HL~EA
20. Litigation 20. SE{EERA
(@ The directors of the Company consider that the @ EFERRA—RBEEIRARZ
contents of the relevant article published by a media ZE—ZFEFLtATHHEHERD
company on 14 July 2010 are defamatory to the HEAEANEZEARY ABEH K
Group and/or amount to malicious falsehood. EBRMNFE/EBZEFRSE-
Therefore, the Group commenced legal proceedings in - REBER-_ZE—ZF
the High Court of Hong Kong in October 2010 against F+AEEES LA AIZ
the media company seeking, inter alia, damages and BHARIRELEFR  HE
an injunction to restrain the media company from R BRZEHEAREER
publishing such contents or similar contents. The trial £ B Z FERZ AR A
of the legal proceedings has been completed on 29 LUAT e ZEREFRERZ
August 2015, and judgment has been handed down TE-—HAFNA-_THhBEX
by the High Court of Hong Kong on 23 May 2016 B - RZE—RFRAZ
whereby the media company was required to pay the T=B AEEKA TEHES
Group for general damages for libel in an aggregate SEEEMAE H R AL EEN
amount of approximately HK$3,005,000 and 80% of ZEHEARNBESEER TS
the legal expenses incurred by the Group. The Y AN &£ B 4 H 493,005,000
compensation in relation to general damages for libel BN E—REERE
has been received by the Group on 3 June 2016 and WM AREBBHBERFA
recognised as other income during the period. HB0%H AREMR N =F
—RNENAZB AEEP
BB TZEERRGFHH
FIE—mMEBERER L
RAEMUA -
On 20 June 2016, after seeking legal advice, the —E-RNEANA=ZTH
Group originally decided to appeal against the AEEBESRKRTERE
judgment. The Group had served a notice of appeal to R#&E RERT R Z A
the judgment (the “Notice of Appeal”) and lodged the RERREH EFHF X &
Notice of Appeal with the Court of Appeal of the High MER KX =T — X
Court of Hong Kong the next day on 21 June 2016. FRNAZ+T—BmM&ES
Subsequently on 23 June 2016, the Group decided to BEERERXRTLEHFE-E
withdraw the appeal and filed a request for dismissal (the EER_ZE-—XRFXAZ
“Request for Dismissal’) of its appeal as the Group +=R8  ASERTEEE L
intends to focus its financial resources and attention to FoWEXTHFRF(H
their business operation. On 30 June 2016, the REE]) BRAEEFE
Request for Dismissal was approved by the Court of ERPMBERRIRBEEANRAK
Appeal of the High Court of Hong Kong and SEXKEETEH R_F
accordingly the appeal was formally dismissed. —NEXNA=TH K&
ERXHBFRFDREERE
SEELARLERE 2t k£
FEAFEXBD -
64 BaWang International (Group) Holding Limited %8 F B B (£ ) 25 A% & R A &




Notes to the Condensed Consolidated Financial Statements

20. Litigation (Continued)

(b)

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. In 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.

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 and a legal
cost of approximately RMB19,000. Accordingly,
provision for litigation in amount of approximately
RMB662,000 was recognised as other expense in the
consolidated statement of profit or loss and amount of
approximately RMB324,000 was settled during the
year ended 31 December 2014. During the period
from 1 December 2015 to 30 June 2016 and up to the
date of this report, the remaining provision of
approximately RMB338,000 has not been settled.

BHRE M ®ERME
For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

20. EEFFA @

(b)
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MRABITREREFLD R
—E—=ZF FIHEBKE
TEBERMREZHRE
FEBERSETHOHEEN
FAMERZBB RET
BIRBBITERFPFHARE
873,000t B E R H TH
HMwEE - CUHFRF - B
EHRBEAR —EEITRSHE
R T #9 A R #309,0007T °
R-_E—=ZF+_A=+—
B BREPEARLMER
XEITHEANEZEEMIREMH
BB R - RSB &K A
RE A -

EBE—HFBARERRZ
E-—MENA-+RHELES
BB R BIREABAD
5 78 2 49 A R #643,0007T
/B B 2 F1 4 A R #19,000
TTHIEFEAE o WL Hh - BRFAET
A4 AR662,0007T 2
%&ﬁﬁuu ;Z?L/II\TE %%E':'Fj/\
8 - 4 A R #324,0007T
BEEHZE-_Z—NF+=A
=+—HIEFEREE &
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20. Litigation (Continued)

66

()

BaWang International (Group) Holding Limited %5 T [ B

In prior years, a lawsuit was filed by Bawang
Guangzhou against a supplier in District Court for the
incomplete construction and unsatisfactory
performance of plant and machineries provided by the
supplier. On 2 February 2015, the District Court issued
a verdict for the lawsuit whereby () the purchase
contracts for the plant and machineries were
terminated; (i) the supplier should pay Bawang
Guangzhou a sum of approximately RMB22,518,000
representing purchase cost paid and liquidated
damages in addition to interest; and (i) the plant and
machineries concerned should be dismantled and
removed from the factory of Bawang Guangzhou.

During the year ended 31 December 2015, Bawang
Guangzhou applied for an injunction against the
supplier in District Court to execute the court order
handed down in 2014. As at the date of this report,
the legal proceedings are in progress. Upon further
negotiation with the supplier, Bawang Guangzhou is
willing to settle the case outside the court. During the
period from 1 December 2015 to 30 June 2016 and
up to the date of this report, no agreement has been
signed and no settlement has been received from the
supplier.
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Notes to the Condensed Consolidated Financial Statements

20. Litigation (Continued)

©)

During the year ended 31 December 2015, a lawsuit
was filed by a total of 14 former employees against
Bawang Guangzhou in the District Court in respect of
termination compensation for a total sum of
approximately RMB2,891,000 representing related
severance payments, salaries and social insurance
expenses. As at the date of this report, judgement has
been handed down by the District Court for 2
employees and the Group was liable to compensate
approximately RMB19,000 and the legal proceedings
for remaining cases are still in progress. Provision of
litigation in the amount of RMB500,000 was
recognised during the year ended 31 December 2015,
based on the opinion provided by the PRC legal
counsel acting on behalf of Bawang Guangzhou,
representing the maximum compensation estimated
by the PRC legal counsel up to the date of this report
and the estimate remains unchanged up to the date of
this report.

During the year ended 31 December 2015, a lawsuit
was filed by a former employee against Bawang
Guangzhou in the District Court in respect of
termination compensation. On 8 October 2015, the
District Court gave its first ruling that Bawang
Guangzhou was liable to the former employee for a
sum of approximately RMB149,000 representing
related severance payments and salaries. Both the
plaintiff and Bawang Guangzhou lodged an appeal
against the decision. No hearing has yet been fixed for
the appeal during the six months ended 30 June 2016
and up to the date of this report.

BHRE M ®ERME
For the six months ended 30 June 2016
HE-_ZT-X"F~A=1+HL~EAR

20. EEFFA @

©)
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20. Litigation (Continued)

68

(")

In prior years, a total of three lawsuits were filed by the
same supplier against Bawang Guangzhou in the
District Court and Guangzhou Arbitration Commission
for a total sum of approximately RMB1,810,000 and
RMB859,000 respectively, representing outstanding
retention fees and construction fees. On 21 March
2016, judgement was handed down by the District
Court on two of the cases and the Group is required to
settle the outstanding retention and construction fees
of RMB1,810,000 (which is same as the provided
aforesaid provision amount.) As at the date of this
report, the third legal case is still in progress. The
provision of litigation in the amount of approximately
RMB2,669,000 was recognised during year ended 31
December 2015 and remained up to the date of the
report.

20.

EEFEA @

®

B —EHEER D AT
BEARMEMNTHEZE S
mMBELEMRBRRBAE=ZHF
B EBERIAFEES B AL
A R #1,810,0007T M 4 A
R ¥859,000L° BN = & —
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B ot B AR AY R IR B AN B AR
¥R BIAREBHERK
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