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The core of the corporate brand is the “Chinese herbal medicine”. The core of the corporate culture
is the “culture of Chinese herbal medicine”.

Ever since the creation of the Bawang (28 ) brand, with the inherited legacy of Chinese herbal medicine,
the Group has used its unique knowledge and experience to spread the culture of Chinese herbal
medicine and strengthen the brand to make it a Chinese national brand.

The Group has focused its efforts in the research, development, manufacture and sale of good value,
high quality natural herbal products. The Group’s products strive to capture the essence of this 5,000
year old Chinese herbal medicine and introduce to global consumers the benefits of this natural and
healthy lifestyle. The Group now aims to promote this national brand to the global market!
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Business review

The Directors are pleased to report that as the economic
environment in the People’s Republic of China (“China”
or “PRC”) continued to improve in the first half of 2010
(“1H2010”), the Company was able to capture the
opportunities to increase both its revenue and profitability.
Consequently, the total revenue for 1H2010 increased by
36.7% from RMB681.1 million to RMB930.8 million. The
profit attributable to the shareholders increased to RMB147.1
million, representing an increase of 47.1% from RMB100.0
million in the same period of 2009. Please refer to the Financial
Review section of this interim report for details of the operating
performance of the Group.

The year of 2010 so far has been very challenging for
the Company in both operational and non-operational
perspectives, which is probably the most demanding period in
the history of the Company. On the one hand, the Group has
to deal with the operational aspects of its four newly launched
branded products. On the other hand, the Group has to swiftly
tackle all the issues of public relations crisis arising from the
media articles and/or news reports.

The Group has been able to strengthen our market share and
to enhance our competitiveness. According to a research
report by Euromonitor in June 2010, our Bawang (%)
brand continued to hold the largest market share amongst all
Chinese brands in the overall shampoo market in the PRC in
terms of retails sales in 2009 of approximately 9.6%. For the
Chinese herbal shampoo sub-segment, the market share of
our Bawang (£ £) brand further increased from 46.3% in 2008
to 52.9% in 2009. Our Bawang (% T) brand ranked number 1
and has been at the top position consecutively for four years
since 2006.

In late April 2010, the Company announced the launch of a
new branded herbal drink product series known as “Bawang
Herbal Drink”. Mr. Donnie Yen (Bif7F}) has been appointed
as the brand ambassador of this new herbal drink product
series. This herbal drink series offers three different flavors
including energetic, light sugar and sugar free. The Directors
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Management Discussion and Analysis

EERBAWASN

believe that the variety of series would satisfy the needs of
various market segments and consequently drive sales growth.
The products have been available for sales since June 2010.
After careful selection, the southern China was selected to be
the first region to launch the products, the market includes
Guangdong, Fujian, Guangxi and Hainan. The successful
launch of herbal drink products has signified a successful
diversification of the Group into the “health care” segment.

For the new branded Chinese herbal anti-dandruff shampoo
series, Royal Wind (& %7%l)), the Company continued to
expand its sales and distribution network in 1H2010. As of 30
June 2010, the network comprised 481 distributors and 44
Key Account (“KA”) retailers, covering 26 provinces and four
municipalities. The products were successfully launched in
Hong Kong in 2009 and are expected to launch in Singapore in
the second half of this year.

In December 2009, we launched the Herborn Chinese herbal
skincare products series (ARE = Z7%l)). This series of products
aims at white-collar females aged between 25 and 45 who
have high purchasing power and pursue a healthy and natural
lifestyle. As of 30 June 2010, the Company has successfully
set up sales channels for the Herborn Chinese herbal skincare
products series (ANE % Z7%l|) in department stores and foreign
supermarkets in four provinces and one municipality.

The internationally renowned celebrity Ms Faye Wong (E3E)
has continued to be the brand ambassador to help us promote
the images of both Royal Wind (3&/&) and Herborn (A &)
brands.

The newly launched Bawang Men’s Series (% £ 5 £71)), with
internationally renowned celebrity Mr. Jackie Chan (BX#E) as the
brand ambassador, has started to establish its position in the
market. We have successfully set up dedicated sales counters
for this new branded series in some supermarkets. We are
pleased to report that the operating results of the new series
were satisfactory.

In 1H2010, our Bawang (¥E) branded products were
recognized by the Watsons Group of Singapore as the best
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Management Discussion and Analysis

EERBAWASN

selling traditional Chinese medical shampoo and was also
honored with the “Most Wanted Award 2010” in the “Health,
Wellness and Beauty” category. This is the second consecutive
year that Bawang (¥ T) brand has received this award. The
Group’s contributions to the cosmetics industry in China
has also been recognised, the Group achieved the “China’s
Cosmetics Industry Leader Award” from the China Association
of Fragrance Flavor and Cosmetic Industry in June 2010.

In relation to research and development work conducted by
the Group, following the Group being awarded a new high-tech
certificate in 2009 by the Guangdong Science and Technology
Bureau for the Group’s breakthrough development in the
extraction of contents from a Chinese herb called polygonum
(A& %), another research and development project in
polygonum (fil & k%) has been admitted in the National Torch
Program of China (BIZ XJEFHEl) in 1H2010, which shows
that the Group’s contributions in research and development
has received further recognition. This national program aims
to encourage innovation and to promote the development of
high-tech industry in China. The admission to the program
would enable the Group to have access to a series of supports
provided by the central and local government, including
technical support, favorable tax treatment, and protection of
intellectual property.

The Group was approved by the Bureau of Science,
Technology, and Information, Development and Reform
Commission, and Economic and Trade Commission of
Guangzhou Municipality to set up the development and
research center for the technologies applied in the key projects
in relation to daily-use chemicals made of Chinese herbal
medicines in Guangzhou.

All these achievements serve as recognition of the Group’s
outstanding capability in the research and development
of Chinese herbal medicine and the promotion of its
industrialization development.
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Management Discussion and Analysis

EERBAWRASN

We are in the process of applying for the registration of a
number of patents relating to researches about Chinese
herbs and hair blackening. The successful registration of
these patents will be a further testament to the significant
breakthrough of our research and development work.

Recent events

There were a magazine article and a newspaper article in
respect of the product safety and registration issues of the
Group’s certain products published on 14 July 2010 and 16
July 2010, respectively, which carried allegations that the
Company found inaccurate and unfound. These articles have
caused serious damages to the brand image of the Company
and the confidence of the customers in the Company’s
products. If the response was not timely, it would be a serious
crisis to the Company.

Following such events, the Company immediately initiated a
series of appropriate measures in response to the crisis and
successfully prevented from a series of consequences arising
therefrom. As a result, no Bawang products were returned
from the markets and no removal of Bawang products from
the shelves occurred, which was because of the product
safety issues. An announcement was issued on 16 July
2010 by the national authority, the State Food and Drug
Administration of China, within three days after such event,
stating that Bawang’s products “will not harm the health of the
consumers”. The event has come to an end since then.

We are of the view that the contents in the relevant magazine
article published by “Next Magazine” are malice and
defamatory for the Group. Therefore, we have commenced
legal proceeding in the High Court of Hong Kong to seek
compensation from “Next Magazine” in relation to this event.

Although the negative effect of such events on customers will
certainly affect the sales of products, the management believes
that is temporary. If appropriate measures are taken, we
believe that we will certainly turn this crisis into an opportunity.
Through the widespread and intensive media coverage of
this event, the Bawang (8 %) brand name has turned into a
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Management Discussion and Analysis

TEEBHRWRRS W

household name and even more well-known than the past. As
long as we succeed in helping the consumers to scientifically
understand 1, 4-dioxane and making the consumers believe
that the Bawang products are safe and of high quality, more
customers will be attracted to purchase Bawang products to
satisfy their pursuit of natural and healthy life style. We believe
that we will be able to further enhance the sales and the
market share of Bawang shampoo products.

Since 30 June 2010, there was no other important event
affecting the Group except the events mentioned in the Recent
Events paragraph and the Material Event Since the End of the
Financial Period paragraph under the Management Discussion
and Analysis section of this report.

Financial review

Revenue

During the period under review, the Group’s revenue amounted
to RMB930.8 million, representing an increase of 36.7% as
compared with RMB681.1 million during the same period in
2009.

The Group’s core brand, Bawang (¥ T), generated RMB711.8
million in revenue, which accounted for 76.5% of the Group’s
total revenue for 1H2010 and represented an increase of
13.6% as compared to the corresponding period last year.

The Chinese herbal anti-dandruff hair-care series, Royal
Wind (3#8/2), recorded a revenue of RMB186.6 million, which
accounted for approximately 20.0% of the Group’s total
revenue for TH2010.

The new branded Bawang Herbal Tea (8 £ 2%%) generated
RMB9.0 million since it was available for sales in June 2010,
which accounted for 1.0% of the Group’s total revenue for
1H2010.

Herborn (A& ), Smerry (F3 A) and Litao (B)3) generated a
total revenue of RMB23.4 million or 2.5%.
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We generally sell our products through distribution and
retail networks. During the period under review, sales to our
distributors and retailers represented approximately 81.7% and
approximately 18.3% of total revenue respectively.

We also sold our products in Hong Kong, Macao, Singapore,
Malaysia, Myanmar, Thailand and United Arab Emirates. The
sales to these markets outside the PRC accounted for 4.5% of
our total revenue for 1H2010.

Cost of Sales

Cost of sales in 1H2010 amounted to RMB311.7 million,
representing an increase of 35.3% as compared to RMB230.4
million for first half of 2009 (“1H2009”). The overall increase
in cost of sales was mainly due to the increase in volume of
production which was driven by increased product demand.

Gross Profit

Gross profit increased by 37.4%, from RMB450.7 million in
1H2009 to RMB619.2 million in 1H2010. Gross profit margin
increased from 66.2% in 1H2009 to 66.5% in 1H2010. Such
increase was mainly due to the change in product mix and the
decrease in the proportion of the cost of raw materials over
total revenue, which was partially offset by the increase in the
cost of packaging materials.

Selling and Distribution Costs

Distribution expenses increased by 34.5% to RMB382.1
million in 1H2010 because of the increased advertising fee in
promoting our brands and products through various media
channels.

Administrative Expenses

Administrative  expenses for 1H2010 amounted to
approximately RMB53.4 million, representing an increase
of approximately 48.3% as compared with approximately
RMB36.0 million in the same period in 2009. Such increase
was mainly due to the increase in research and development
expenses.
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Management Discussion and Analysis

TEEBHRRRS W

Profit from Operations

Profit from operations increased by 44.9% from RMB128.5
million in TH2009 to RMB186.2 million in 1H2010. The Group’s
operating profit margin increased from 18.9% in 1H2009 to
20.0% in 1H2010. Such increase in profitability was largely due
to the increase in sales and the lower proportion of costs of
sales and selling and distribution costs over total revenue.

Income Tax

Income tax expenses increased by 23.6%, from RMB29.2
million in 1TH2009 to RMB36.1 million in 1H2010. The effective
income tax rate decreased from 22.6% in 1H2009 to 19.7% in
1H2010. The main reason for the decreased effective tax rate
being that the operating expenses were mostly deductible from
the profit before taxation reported by the Group in 1H2010
and that the current effective tax rate reflects the normal tax
position of the Group.

Profit for the Period Attributable to the Equity
Shareholder

Profit attributable to equity shareholder increased by 47.1%,
from RMB100.0 million in 1H2009 to RMB147.1 million in
1H2010. Net profit margin increased from 14.7% in 1H2009
to 15.8% in 1H2010 due to the combined effect of the above
factors.

Liquidity, financial resources and capital
structure

The Group adopts conservative financial management policies
and maintains a good and solid financial position.

As at 30 June 2010, the balance of cash and cash equivalent
was approximately RMB1,698.2 million as compared with
approximately RMB1,742.5 million as at 31 December 2009.
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Management Discussion and Analysis

TEEBARRS W

As at 30 June 2010, the total bank and other borrowings of the
Group were approximately RMB211.3 million (31 December
2009: RMB158.5 million), which were wholly denominated in
US Dollars with an interest rate of 3.3% per annum. The bank
borrowing will be due on 22 June 2011.

As at 30 June 2010, the total assets of the Group were
RMB2,508.1 million (31 December 2009: RMB2,544.3 million),
which includes current assets of RMB2,456.3 million (31
December 2009: RMB2,498.9 million). Total liabilities were
RMB548.3 million (31 December 2009: RMB510.1 million),
with bank borrowings amounting to RMB211.3 million (31
December 2009: RMB158.5 million). Total equity amounted to
RMB1,959.8 million (31 December 2009: RMB2,034.2 million).

The gearing ratio (calculated as interest-bearing borrowings
divided by total assets) of the Group as at 30 June 2010 was
approximately 8.4% (31 December 2009: 6.2%).

Material acquisition and disposal

The Group did not engage in any material acquisitions or
disposal of any of its subsidiaries or associated companies for
1H2010.

Exposure to fluctuations in exchange rates
and related hedge

The operations of the Group are mainly carried out in the PRC,
with most transactions settled in Renminbi. The reporting
currency of the Group is Renminbi. The Group has exported its
goods to Hong Kong and certain Southeast Asian countries.
The transactions were settled in either Hong Kong Dollars or
United States Dollars. The Group’s cash and bank deposits
are predominantly denominated in Hong Kong Dollars, Reminbi
and United States Dollars. The Company will pay dividends in
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Management Discussion and Analysis

TEEBHRWRRS W

Hong Kong Dollars if dividends are declared. In addition, the
Group paid certain advertising fees in United States Dollars or
Hong Kong Dollars. The value of RMB against HK$ and other
foreign currencies may fluctuate and is affected by factors such
as changes in the PRC’s political and economic conditions.
The Directors are of the view that the Group conducts its
business transactions principally in Reminibi, and thus the
exchange risk at the Group’s operational level is not significant.
However, the Directors will continue to monitor the foreign
exchange exposure and is prepared to take prudent measures
such as hedging when required.

Pledge of assets of the Group

As at 30 June 2010, the Group had pledged bank deposits
of RMB220.0 million in favour of China Merchants Bank
Guangzhou Branch (“CMB Guangzhou Branch”), in respect
of the bills payable accepted by CMB Guangzhou Branch.
Payment of the bills will be due on 22 June 2011.

Contingent liabilities

The Group had no material contingent liabilities as at 30 June
2010.

Capital commitment

The Group had capital commitment amounting to RMB2.6
million as at 30 June 2010.

Human resources

As at 30 June 2010, the Group had a total of approximately
3,795 employees (including staff members and contract
personnel) in the PRC and Hong Kong. The Group reported
staff costs of approximately RMB60.4 million for 1H2010.

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

BRI EMINER 2 EEBERE RS B
XPBEBAREEGRHNESHEMY
2 ARAEEITENARBETER
X5 B AEEREE L rEXER
g - AT BEEEREBEERIVER
@ WEAFH ERRE T LR RNEE
H i PR TT E 0 o

EEEEHRHA

RZE-—ZFFRA=+H KXEEUE
BIRITEM 2T (THEERTEM DT
RRBEAN  BABERITEMDITAHARL
MEBEMRITFRARE2200EE
T REBBER T ——F AT =
BHEIEIS AT o

HREE

RZZE-—ZFA=1H FrEETE
BEAHREE -

BRI

RZZE-—FTFA=1TH TEEEX
EERESANRE26BET

AJER

R-F—BEANAZ+A  AEEAET
BMEHEEH3795% 8 T(RERE
REMET) - E-F—TF LY FH
B AFRRENNARBE04EET -

AEBETITEHM S RFHMERZ
EEBEANIERLE KRR - FEXL
BETEBEERETH -

Interim Report 2010 —Z —Z & Hi®RE 13



Management Discussion and Analysis

EERBAWASN

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

To enable our employees to reach their full potential, we are
committed to staff training and development. In 1H2010, the
Group organized 11 in-house training classes with more than
600 participants in aggregate.

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

Interim dividend

The Board recommends and declares a special interim
dividend of HK2.5 cent for each Share in addition to an interim
dividend of HK1.5 cents for each Share for the six months
ended 30 June 2010 to shareholders whose names appear
on the register of members of the Company on Friday, 17
September 2010. The Directors expect the interim dividend to
be payable on or about Tuesday, 28 September 2010.

Closure of register of members

The register of members of the Company will be closed from
Monday, 13 September 2010 to Friday, 17 September 2010,
both days inclusive, during which no transfer of Shares will be
registered. To qualify for the interim dividend and the special
dividend (which will be payable on or about Tuesday, 28
September 2010), shareholders of the Company must ensure
that all transfer documents accompanied by the relevant
Share certificates must be lodged with the Company’s share
registrar, Computershare Hong Kong Investor Services Limited,
at Shops 1712-16, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong, for registration no later than
4:30 p.m. on Friday, 10 September 2010.
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Management Discussion and Analysis

TEEBHRRRS W

Significant investments held

There were no significant investments held by the Company as
at 30 June 2010.

Directors’ rights to acquire shares or
debentures

During the six months ended 30 June 2010, the Directors
did not at any time receive shares, debt securities including
debentures of the Company or any of its subsidiaries by means
of acquisition.

Material event since the end of the financial
period

On 14 July 2010 and 16 July 2010, a magazine article and a
newspaper article were respectively published which carried,
in the Company’s views, inaccurate and unfounded allegations
in relation to the product safety and the registration of certain
products of the Group. Although the Company promptly
published clarification announcements on the even dates and
communicated with our distributors and customers via our
sales channels, the said publications had a negative impact
on our business operations and brand images. The Directors
are of the view that such adverse impact may continue for an
extended period of time and the Company is planning to utilise
all efforts to restore normal business operations as soon as
possible.

On 21 July 2010, the Company commenced an action in the
Hong Kong High Court against Next Magazine Publishing
Limited in respect of the article published in Next Magazine
on 14 July 2010 concerning the Company’s products. The
Company will be seeking damages and compensation for loss
of sales from Next Magazine Publishing Limited for defamation,
malicious falsehood and slander of goods.

Apart from the events above, there has been no other
important event affecting the Group since 30 June 2010.
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Management Discussion and Analysis

EERBAWASN

Business outlook

The global economies and industries have continued to
recover from the financial crisis which started in 2008. With
the benefits of the PRC government’s stimulus package, the
Chinese economy has moved in a fast pace and has come
out of recession faster than other economies in the world. The
economic recovery has also triggered an increase in household
income in China and accelerated urbanization. The Directors
believe that such development will generate an increase in
the consumer’s demand in high-end quality HPC products.
The Directors are confident that with the Company’s leading
position in the Chinese herbal shampoo market in China and its
unique marketing positioning in Chinese herbal HPC products
in the PRC, the Company should be able to take advantages
of any opportunities to increase our revenue and our market
shares. In view of this, the Directors would be prepared to deal
with any uncertainties which may arise from the government’s
measures to cool off the property market in China and the
volatile economic conditions in the western countries. We set
out below our business development plans and strategies for
the rest of this year.

For the Bawang (¥=E) branded products, the publication
of the magazine article by Next Magazine in mid-July 2010
has interrupted our business operations and harmed our
brand images. While we consider that such negative effects
may continue for an extended period of time, we believe
that once we have succeeded in helping the consumers to
have a scientific understanding on the nature and effect of
1,4-dioxane, the recovery momentum may be faster than
we anticipated because the events have caused widespread
concern of the society which has made Bawang (%) brand
name known to all walks of life. We aim to make every effort
to restore normal business operations, to turn the crisis into
opportunity, and to minimize the impact associated with such
matter as soon as possible. In particular, we will take a series
of recovery plans for the rest of 2010 as follows:

1. To reinforce and strengthen the image of Bawang (% )
branded products;
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EERBAWASN

2. To re-train sales representatives and promotion staff on
the revised sales techniques for this 1,4-dioxane incident;

3. To re-educate our retailers, distributors and consumers
on how to scientifically understand the nature and effect
of 1,4-dioxane;

4.  To re-design the packaging of the existing product series;
and

5. To launch new and/or enhanced product series under the
Bawang (¥ E) brand.

Notwithstanding the Group being affected by negative events,
we will strive to maintain our leadership in the Chinese herbal
shampoo market in China, to further increase the revenue
through extensive coverage of our sales and distribution
network in new areas, to deepen the penetration of the existing
established regional markets, particularly those regions other
than Southern China, to increase our sales to the same retailer
and distributor, and to expand the revenue stream through the
launch of new branded products and/or enhanced product
sub-series.

For the Royal Wind Chinese herbal anti-dandruff shampoo
series (3B %7%!)), the Directors are pleased that its sales
performance is generally in line with the pre-determined sales
target and that the brand has successfully established its
distribution network in 26 provinces and four municipalities
within one year of its launch. We aim to deepen the penetration
of the existing established channels so as to increase the
market share of this product in the Chinese herbal antidandruff
shampoo market. We strive to build up this brand as another
leading Chinese herbal shampoo within the next few years.

For the Herborn Chinese herbal skincare products series (A&
& Z7%l)) branded products, we have introduced four new sub-
series into its product portfolio since the end of 2009. We are
selling the products through department stores, hypermarket
and dedicated shops. We will continue to expand the sales
network of this brand. We plan to set up approximately 2,000
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counters in cosmetics specialty shops on a nationwide basis
in the PRC. In line with the plans to expand sales channels we
will enhance the brand image and recognition through various
advertising and promotion programmes. We believe that
Herborn would become a leading brand in the Chinese herbal
skincare market as well as one of our key revenue contributors
in two years’ time.

For the new branded herbal tea product series Bawang Herbal
Tea (LR, we plan to enhance brand recognition through
the assistance of our brand ambassador, Mr. Donnie Yen (&
F7F1). Leveraging on the successful establishment of sales
network in four provinces in southern China so far, we plan to
further expand the sales network into the other 18 provinces
in five different regions throughout the PRC by the end of this
year. We believe that we would run the herbal tea segment
on full scale starting from the beginning of 2011, and that the
segment will become one of our key revenue contributors as
early as next year.

In relation to new products, we may further launch a new
branded Chinese herbal household cleaning product series
later this year, which depends on the sales performance of the
new product lines that we have earlier launched.

The Group will continue with its plan to lease new production
premises located in Baiyun District, Guangzhou with an
estimated site area of 75,000 square meters. The construction
of the first phase of the new premises has already been
completed. It will be available for the installation and fittings
work in the later part of this year. Once the new facilities
of phase | are in operations, we estimate that our annual
production capacity for shampoo products, hair-care products,
and skincare products will increase by 100,000 metric tons to
approximately 200,000 metric tons.

The Group leased a piece of land of approximately 500
Chinese acres in 2009 for Chinese herbal plantation in
Guangdong province. The site preparation work has been
completed and the seeds of the herbs have been sown. Under
the current plan, the Group may get the first yield of Chinese
herbs from its own plantations for production of our herbal
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HPC products as early as the end of 2010. The Group is
looking for additional sites in other places in China for Chinese
herbal plantation.

In line with the market diversification strategy, the Group will
continue to pursue in overseas market development. The
Group will enter Brunei later this year and will continue to
explore potential markets in other overseas countries. For
domestic market development, Bawang () brand has
recently expanded its geographical coverage to Tibet, enabling
the distribution network of the Group to cover every province
and/or municipalities in China. The Group will continue to
expand the distribution network of the Royal Wind brand so
that its market coverage can match that of Bawang (¥ )
brand.

We will continue to explore business opportunities that may
involve acquisition of HPC related business, which either
complement our existing business and/or in line with our long
term business development strategies.

Looking forward, we will make use of our core competencies
and expertise in traditional Chinese herbs to research, develop,
and design advanced and competitive Chinese herbal HPC
products. We will continue to expand and/or optimize our
distribution network for our different branded products. We
will continue to increase our product lines and to implement
the multi-product and multi-brand strategy, aiming to become
a global leader amongst the branded Chinese herbal HPC
products operators and to bring the best returns to our
investors.
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Consolidated Income Statement
BEHEREK

For the six months ended 30 June 2010 — unaudited
(Expressed in Renminbi)
HE-_ZT-TFRA=THILAEAR — REHF%
(AANREZIR)

For the six months ended 30 June
HEXXA=+THIL~EA

Note 2010 2009
B & —E-ZF —ETNF
RMB’000 RMB’000
AR®T T AR T T
Turnover EERE 5 930,810 681,090
Cost of sales §H & B AR (311,658) (230,364)
Gross profit ER 619,152 450,726
Other net income/(loss) Ht A/ (E18) F 8 2,534 (2,069
Selling and distribution costs HE KD EK AR (382,063) (284,109)
Administrative expenses THEA (53,435) (36,016)
_Profit from operations sgmy . 1ssiss 128,538
Finance income B A 6(a) 1,712 916
Finance costs B 7% & A 6(a) (4,717) (214)
_Net finance (costs)/income MB(ERB)/MAFE 6@  B00s) 702
Profit before taxation B B 18 %4 A % A 6 183,183 129,240
Income tax Frig®t 7 (36,067) (29,228)
Profit for the period attributable ZAQATFEZFTEA
to the equity shareholders of AR RER
the Company 147,116 100,012
Earnings per share (RMB yuan) BREMNAR%T) 8
Basic BN 0.05 0.05
Diluted ] 0.05 0.05

The notes on pages 26 to 54 form part of this interim financial F26E54HE MM R A HAB 75 5 & &Y
report. Details of dividends payable to equity shareholders of — WD ENARAEEFEAREDN
the Company are set out in Note 17(a). BN E17@) °
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Consolidated Statement of Comprehensive Income

4R E W

3 2R

For the six months ended 30 June 2010 — unaudited

(Expressed in Renminbi)

BE_ZT-—TFRA=ZTHILEAREAA —RAEEX

(AARMFIR)

For the six months ended 30 June

BEANA=1THIXEA

2010 2009
—E-ZfF ZEENF
RMB’000 RMB’000
AR¥T T AREFIT
Profit for the period attributable Z2AF#EFEFHE A
to the equity shareholders of FE 15 53 i 0% R
the Company 147,116 100,012
Other comprehensive income for Hi R H 44 W&
the period
Exchange differences on translation of & d1 B3E SN % 75 2
the financial statements of IS MERMEE®
the operations outside the PRC EHER (10,859) (183)
Total comprehensive income for AR TERZTEA
the period attributable to BB REE R E
the equity shareholders of M
136,257 99,829

the Company

The notes on pages 26 to 54 form part of this interim financial

report.
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Consolidated Balance Sheet
EHEEEER

At 30 June 2010 — unaudited
(Expressed in Renminbi)

RZE-—FTFRA=1TH —REEX

(AAR®SIR)
At 30 June At 31 December
2010 2009
Note R-ZE—ZF RZZEZNF
B 3% ~NAZ=+H +—-A=+—H
RMB’000 RMB’000
AR®T ARBETF T
(audited)
(&%)
Non-current assets ERBEE
Plant and equipment = &R 9 47,595 39,330
Prepaid advertising fee B EEE A 4,233 6,081
e 51,828 = - 45,411
Current assets REBEE
Inventories FE 10 72,948 60,384
Trade and other receivables 25 & E M EWRE 11 465,129 534,009
Pledged deposits 7R 12 220,000 162,012
Cash and cash equivalents BeRREEED 13 1,698,218 1,742,523
e ....._...2,456,295 = 2,498,928
Current liabilities REBEE
Trade and other payables B REMERNRE 14 297,361 293,839
Bank loans and overdrafts RITERRBEX 15 211,288 158,490
Amounts due to related parties JE A B Bt 75 ROIE 19(b)(i) 2,142 5,896
Current taxation FETBRIER AT 1B R 21,500 31,820
982291 490,045
_Netcurrentassets = REBEEFE 1924004 2,008,883
Total assets less HEERRBARE
current liabilities 1,975,832 2,054,294

F26ESARMME /A BB HRE N

—#5 -

The notes on pages 26 to 54 form part of this interim financial
report.
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Consolidated Balance Sheet

EHEEARSE

At 30 June 2010 — unaudited
(Expressed in Renminbi)

RZZBE-—FFRA=1TH —REEX

(AARMFIR)

At 30 June At 31 December
2010 2009
Note R-ZE—ZF RZZEZENF
M 5 ~NAZ=+H +=-—A=+—H
RMB’000 RMB’000
AR®T AREF T
(audited)
(feE=%)
Non-current liabilities kRBEE
Deferred tax liabilities BEBRBRE 16,058 ! 20,062
Net assets EEFE 1,959,774 2,034,232
Capital and reserves EXREE
Share capital LN 17(b) 256,134 256,134
Reserves & 17 1,703,640 1,778,098
Total equity ERBE 1,959,774 2,034,232

The notes on pages 26 to 54 form part of this interim financial

report.

Approved and authorised for issue by the board of directors of

F20ELARMME /AP R BEREH

— 55 -

ARABEFEDR

/7

T

Z2—FF\H

the Company on 23 August 2010.

Director
5=
CHEN Qiyuan
RoR SR

“H=RA#EREETE -

Director
BF
WAN Yuhua
BExE
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Consolidated Statement of Changes in Equity
L3 Sk

For the six months ended 30 June 2010 — unaudited
(Expressed in Renminbi)

HE-_ZT-TFRA=THILAEAR — REHF%

(AAR®ZR)
Attributable to equity shareholders of the Company
ANAERRE ARG
PRC
statutory
Share Share reserves Capital Merger  Translation Retained Total
capital premium H reserve reserve reserve earnings equity
BA BARE EERE EARE EftRE ERfE R BRAR
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB’000
ARETT AREBTT ARETT ARETR ARETT ARETR ARETT ARETR
(Note 17(b)) (Note 17(c)) (Note 17(g))  (Note 17(d)) (Note 17(f)) (Note 17(g))
(MaE17)  (WE17)  (HE7(e)  (Ei7e) (7)) (BE17()
Balance at RZBBRE
1 January 2009 -A-B&H% - - 49,887 - 8,468 4,949 251,224 314,528
Changes in equity for BE-EENE
the six months ended AA=THLEREA
30 June 2009: ER2H:
Issue of new shares BOHR 1 - - - - - - 1
Total comprehensive income iR A WG B
for the period - - - - - (183) 100,012 99,829
Dividends declared during BRERANKE
the period (Note 17(a) (W 5E17(a)) - - - - - - (249680 (249,680)
Equity settled share-based NEREERR7
transactions (Note 16) SRR % (HE16) - - - 969 - - - 969
Balance at 30 June 2009 R-ZEEAEAA=1H
and 1 July 2009 R=BSAEtA-B
& 1 - 49,887 969 8,468 4,766 101,556 165,647
Changes in equity for BE-ZZTNhEF
the six months ended +=A=+-H
31 December 2009: tRBREEEE
Issue of new shares AR 256,133 1,342,774 - - - - - 1,598,907
Total comprehensive income  HiRARA Wz 85
for the period - - - - - 80 264,132 264,212
Equity settled share-based NEREENRN
transactions (Note 16) % 5 (Hi5E16) - - - 5,466 - - - 5,466
Balance at RZEBLE
31 December 2009 and +ZA=+-ARk
1 January 2010 “Z2-%%-f-8
[ 256,134 1,342,774 49,887 6,435 8,468 4,846 365,688 2,034,232
Changes in equity for HE-®-%%
the six months ended AA=THLEREA
30 June 2010: Eﬁﬁﬂ!
Total comprehensive income AlhmeE
for the period - - - - - (10,859) 147,116 136,257
Dividends declared during BARASRANKRE
the period (Note 17(a)) (F5E17(a)) - - - - - - (216,108) (216,108)
Equity settled share-based NERLEER RN
transactions (Note 16) YRR 5 (ME16) - - - 5,393 - - - 5,393
Balance at 30 June 2010 R-E-ZF
~BZtHEH 256,134 1,342,774 49,887 11,828 8,468 (6,013) 296,696 1,959,774

The notes on pages 26 to 54 form part of this interim financial F6ESAE MM AP BT BEREN
report. — o
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Condensed Consolidated Cash Flow Statement
MEAEHE2MNE R

For the six months ended 30 June 2010 — unaudited

(Expressed in Renminbi)

BE_ZT-—TFRA=ZTHILEAREAA —RAEEX

(AARMFIR)

For the six months ended 30 June
HEXXA=+THLA~EA

2010 2009
—ZE—-ZF —ETNF
RMB’000 RMB’000
AR® T AR T
Cash generated from operations &E&FHELNES 250,669 87,509
Income tax paid ENAEHR (50,392) (30,200)
Net cash generated from BRETHELENRSFHA
operating activities 200,277 57,309
Net cash used in investing RETHMABESTE
activities (13,617) (7,683)
Net cash used in financing METBHMARESTE
activities (224,158) (91,010)
Net decrease in cash and REeRREEBYRD FE
cash equivalents (37,498) (41,384)
Cash and cash equivalents R—B-—HWEER
at 1 January REZEEY 1,742,523 298,148
Effect of exchange rate EXZRHHEERSNE
fluctuations on cash held (6,807) —
Cash and cash equivalents RARB=Z+HHEZ2R
at 30 June REZEEY 1,698,218 256,764

The notes on pages 26 to 54 form part of this interim financial

report.

F26E54 B MW it AR 5 )& /Y

—#5 -
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Notes to the Unaudited Interim Financial Report

A AL =2

(Expressed in Renminbi)

(AAREZR)

20

Basis of preparation

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“SEHK”),
including compliance with International Accounting
Standard 34 (“IAS 34”) “Interim Financial Reporting”
issued by the International Accounting Standards Board
(“IASB”). It was authorised for issue on 23 August 2010.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2009 annual financial statements except for the
accounting policy changes and the accounting policies
for new transactions and events that are expected to be
reflected in the 2010 annual financial statements. Details
of these changes and the accounting policies for new
transactions are set out in Note 2 and Note 3.

The preparation of an interim financial report in conformity
with IAS 34 “Interim Financial Reporting” requires
management to make judgements, estimates and
assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and
expenses on a year to date basis. Actual results may
differ from these estimates.

The interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position and
performance of the Company and its subsidiaries (the
“Group”) since the 2009 annual financial statements.
The condensed consolidated interim financial statements
and notes thereon do not include all of the information
required for full set of financial statements prepared
in accordance with International Financial Reporting
Standards (“IFRSs”).

75 & W

R ERE

NP H RS TIRIES S ﬁéx
SHMBRAR([BBBRFT])H

FHRANBRAEEGRRER

%s_ﬁlmaﬁﬁﬁlJ?\a(rlﬁf’%
S EANZES ) BHRNEE ST
R EMFE(HE LR FE34
ﬂ)fﬂtﬂﬁﬁﬁﬁm&% 2N P HA B 7

BEER-_ZFT—TFN\A=-+=H
ﬁéﬁt&ﬂ%
REMR -_Z-SFEFEPHRR

PRRRZ G BRREERFTRS
MEBEFER 2 @5 BRI - AP
P BREDRBEARAR_-EE
NEFEMBRERARAZBRS
AERRER RFEERMRZ 2
SR BRZFBEHINN M T2 R M
i3 e

BIEE AR RBIER G5 ERF345%
[P BRE IRET AT HRS
B BERSARRNERMAF
EHEZERRLMEREE - BE
RWAFZHE %ﬁ{’ﬁﬁ%ﬁ“ &t
RR®Z - BERGERAEFIRZE
&t o

THIM R E A E A TR
RARBETE 2 HPAME - ZEMW
HERTE-ZEZE hﬁifﬁﬂ%eﬁ
RIARE TRARA REMER
(MK%J)EM%#?R&EEEEE’U@
BEZNZEBARRZHHHA - HH
ORISR R A BN LR
BERE BRI SRS ER ([BER
MBRELEL D RBETEMBRE
FRBEEmEER -
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Notes to the Unaudited Interim Financial Report

K& Rh R MRS R B

(Expressed in Renminbi)

(AAREZIR)

1 Basis of preparation (continued)

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with the Hong Kong
Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the
Independent Auditor of the Entity”, issued by the Hong

Kong Institute of Certified Public Accountants.

The financial information relating to the financial year
ended 31 December 2009 that is included in the interim
financial report as being previously reported information
does not constitute the Company’s statutory financial
statements for that financial year but is derived from
those financial statements. Statutory financial statements
for the year ended 31 December 2009 are available
from the Company’s registered office. The auditors
have expressed an unqualified opinion on those financial

statements in their report dated 15 April 2010.

2 Changes in accounting polices

The IASB has issued two revised IFRSs, a number of
amendments to IFRSs and one new Interpretation that
are first effective for the current accounting period of
the Group and the Company. Of these, the following
development is relevant to the Group’s financial

statements:

° Improvements to IFRSs (2009)

The Group has not applied any new standard or
interpretation that is not yet effective for the current

accounting period.

The “Improvements to IFRSs (2009)” comprise a number
of minor and non-urgent amendments to a range of
IFRSs which the IASB has issued as an omnibus batch of

amendments.

B E X ()

AP HEREREERZ B H
ESHEMELMREREG
MAGRMANBTBENITIELELSE
241057 [ % B8 &Y ¥8 37 =% BB %7 b 57
MEERMER DETERM -

ﬁk$¢%%ﬁﬁi¢m%%2%

EREMNBE_FTTAF+=
H*+ B BFEEFHERIL
TEKAR R B Z M EREFEDEE
MBER TR E ZF MR
R-BE_ZTTAFT-_A=1—
BLIEFEOEEMBRRALER
Bl ZEMMRERERER - REBER =
Z-ZFNATHAAHANRSE
o HREMBRABERERE R
=

SITREREE

BEReTEAMZEeE RN AE
l&$ ARG HPEERERZ
MIBRETBERT B HRE 2R - %
TR B BR B 75 3R 5 ZE RN 2 1B RT A B —
HFRE AP T SFBRE
BEASENBEHRRAM

o BRSO MRE (=
TENEF)

AR E IR EREARA S HE
W R F RIS 2R

(BRI B mEERNRE(ZEE
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Notes to the Unaudited Interim Financial Report

K AE TR R R B RREBRE

(Expressed in Renminbi)

(AAREZR)

28

Accounting policies for new transactions
and events

The Group has applied the following accounting policy
in accounting for the derivative financial instruments
obtained in the interim period:

Derivative financial instruments

Derivative financial instruments are recognised initially at
fair value. At each balance sheet date the fair value is
remeasured. The gain or loss on remeasurement to fair
value is recognised immediately in profit or loss.

Segment reporting

The Group manages its business by a mixture of
both product lines and geographical segments. In a
manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation and
performance assessment, the Group has the following
three operating segments:

o Hair-care products (mainland China and overseas)

o Skin-care and other household and personal care
products (mainland China)

o Herbal tea products (mainland China)

HMRXZRBENESETBE

REBRATPHHEMRITESRT
Bt RBAEAKANATEFK
&
TE2mMIA

MTEemMIARA A BERRILE
KA WESBELEERHEARE
BETEHAE - EFAFE2AAE
BEEENKRRNEERER R ®E

=
o

SN
7N 55 (B DA E R 5l M 3 [ o5 B /O 4
BREBEXG HAAKERR
RANMITEREZ2RAMEERD &
REGFMEZABHRE 225
— B AKERBR TN = EKE

2

ok

o WEEM(PBEAKELEIN)

s EELMEMEBEAZEEER
(PEXE)

o IEAREm(hBEARE)
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Notes to the Unaudited Interim Financial Report

K& Rh R MRS R B

(Expressed in Renminbi)
(AARMTIR)

4 Segment reporting (continued) 4 2 EBERE ()

However, the above operating segments of the Group KM AR EEMHEMRABEARE
are not identified as reportable segments for the six BEMMRRERDBEE - K=
months ended 30 June 2010 and 2009 as the assets, EufEmBHBEHEE - &6
the revenue, and the profit for the skin-care and other H&Zﬁﬁ&/\{ﬁ DEPEE D 10%
household and personal care products segment and MALEBKEDIH LT RAREE =
the herbal tea products segment constituted less than ?—ﬁﬁ)& TENFARA=TAH
10% of the combined assets, the combined revenue IEARBEAEERNRATZERAE - B
and the combined segment results respectively of all the E AR

segments. The percentages are set out below:

For the six months ended 30 June 2010
BE—_Z—ZTFA=1+HIEAEA
% of combined % of combined % of combined

assets revenue segment results

EHEEY EHBA% BHIBEEL

Hair-care products EEEMm 92.0 95.5 108.0
Skin-care and other household and & & & £t 5 /8

personal care products & A EEE @ 0.6 3.5 (2.1)

Herbal tea products REE 7.4 1.0 (5.9)

100.0 100.0 100.0

For the six months ended 30 June 2009
HEZZTNFAA=1+HIEAEA

% of combined % of combined % of combined

assets revenue  segment results

EHEEY EHEA%  AHDEEEY

Hair-care products EEEM 99.9 99.4 98.6
Skin-care and other household and # & & & 5K

personal care products & A EE E M 0.1 0.6 1.4

100.0 100.0 100.0
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Notes to the Unaudited Interim Financial Report

K AE TR R R B RREBEE

(Expressed in Renminbi)

(AAREZR)

4 Segment reporting (continued)

Among the hair-care products operating segment, the
sales in mainland China and overseas are not reported
as sub-segments for the six months ended 30 June
2010 and 2009 as the assets related to overseas sales,
constituted only 2.6% of the combined assets of the hair-
care products operating segment as of 30 June 2010 (as
of 30 June 2009: 3.8%), and the revenue and the profit
from overseas constituted only 4.7% and 8.0% of the
combined revenue and the combined segment results of
hair-care products operating segment respectively for the
six months then ended (six months ended 30 June 2009:

4.6% and 7.7%).

5 Turnover

The Group is principally engaged in the manufacturing
and sales of the household and personal care products
including hair-care and skin-care products. The Group
is also engaged in the sales of herbal tea products since

June 2010.

Turnover represents the sales value of goods supplied
to customers. Turnover excludes value added taxes and
other sales taxes and is after deduction of any trade
discounts. The amount of revenue recognised in turnover

during the respective periods is as follows:

2 B (30

ﬁ

REZERKELE DI AR AREE
\\ﬁﬁﬁifﬁﬁ%mﬁ?@{m%%?u%%@
ENDHMR_FT—TFA=TAH
AEHEE26H(R_ZEZENF A
=+H :38%)  mBMNkK=EKRH
MESRLEEZEMLCEHEE
ZBLEANEAGHEEREHES
47%%8.0% (BHE=_ZFTZENF A
=+HIEAREA 46%Kk7.7%) -
WP AERENEERBES
—EERZETNFAAA=+THIE
NERAYRAZE D EHBHEXET o

3
AEEIERFRERHERAM
ANEREREY  DEEEREE
ES-AREE-F-TFEAAML
REHERRERLR -

LERBERATPHENERMNHEE
EE EXRTEREERLREM
HEM Y MBRETABEENTD -
RERMRBEEAREZENEER
m

For the six months ended 30 June

HERA=tTHILNEHA

2010 2009

—E-ZF —ETNF

RMB’000 RMB’000

ARETRT ARETIT

Hair-care products EEER 889,669 643,761
Skin-care and other household and EEMEMRE

personal care products & A ERE M 32,139 37,329

Herbal tea products SRR E T 9,002 —

930,810 681,090
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Notes to the Unaudited Interim Financial Report

K& B b R MRS R

(Expressed in Renminbi)
(AARMTIR)

6 Profit before taxation 6 PFRFTERAER
Profit before taxation is arrived at after charging/ BRETEFR AR E R (GEA)T
(crediting): H| & I8

For the six months ended 30 June
HEANA=Z+THIAEA

2010 2009
—E-TF —ETNF
RMB’000 RMB’000
ARETR AREFIT
(a) Finance income and (a) BBUAREHR
costs:
Finance income B B WA
,,,,,,,, Interest income on bank deposits __ S|RITEAAEMA @72 (©16)
Finance costs B%sER
Interest on bank borrowings IRITE KT A 1,338 —
Bank charges on RITERFEE
bank borrowings 2,016 —
Net foreign exchange losses EHBKRIFRE 1,363 214
I Suptotal MR 417 214
Net finance costs/(income) BER,(WA)
5 RE 3,005 (702)
For the six months ended 30 June
BHENNAZ+THIENEA
2010 2009
—E-TF —ETNF
RMB’000 RMB’000
ARETT AREFT
(b) Staff costs: (b) EIHA :
Salaries, wages and other e IEBEREAM
benefits & 7 52,436 36,075
Equity-settled share-based NEREENRND
payment expenses (Note 16) S ERAMsE16) 5,393 969
Contributions to defined FE SR RET &
contribution retirement plan H 2,620 2,551
60,449 39,595
Staff costs included directors’ remuneration. ETIRABEESEME -
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Notes to the Unaudited Interim Financial Report

K AE TR R R B RREBRE

(Expressed in Renminbi)

(AAREZR)

6 Profit before taxation (continued)

32

6

BRET S8 AR R (@)

(b) Staff costs (continued): b) EIREK(E):
Pursuant to the relevant labour rules and regulations BIERRAE RS SE L MR
in the PRC, the PRC subsidiaries participate in Bl - A BB B R B 2R R
a defined contribution retirement benefit scheme 2P 38 3 A9 SR E (i FUR K48
(the “Scheme”) organised by the local authority MetEl([:Z5TE8l]) @ Btk - &
whereby the PRC subsidiaries are required to make MEBARIEREEREES
contributions to the Scheme based on certain EMETED LMZFTEEL
percentages of the eligible employee’s salaries. T - HFBAEFIBERR
The local government authority is responsible for REESZMNE2EENKRS -
the entire pension obligations payable to the retired
employees.
The Group also maintains a Mandatory Provident REEBTRAMEEECERE
Fund Scheme (the “MPF Scheme”) for all qualifying BIRMHa I AE T2 (58
employees in Hong Kong. The Group’s and Baestall) - REBEARGIERE
employee’s contributions to the MPF Scheme R EIGPIRBEBABRE &
are based on the relevant income of the relevant EkHEEEHEZLZABEESDN
employee and in accordance with the requirements MR U A LR o
of the Mandatory Provident Fund Schemes
Ordinance and related regulations.
The Group has no other obligations for payment MR Ealt s - REE T EE
of retirement and other post-retirement benefits of AEEERKREMEBKRER
employees other than the contribution described MEFOEE -
above.
For the six months ended 30 June
HENA=Z+THIEAREA
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
ARET R ARBT T
(c) Other items: (c) HMEH :
Depreciation e 3,831 3,122
Auditors’ remuneration ZEET B & 700 2,052
Cost of inventories* T & /KA 311,658 230,364
(Reversal of impairment loss)/ (BERZRBE
Impairment loss for bad and &8,/ REK
doubtful debts BEEE (286) 903

Cost of inventories includes RMB19,020,072 and RMB15,527,067 for
the six months ended 30 June 2010 and 2009 respectively relating to
staff costs and depreciation, which amounts are also included in the
respective total amounts disclosed separately above or in Note 6(b) for
each of these types of expenses.

FERABEBEE-_ZT-—ZTFER_ZZT
NWENAZ+TBEANEAALEETIRAEAR
TERBHRES I ARK19,020,0727T
M AR#15,527,0677C © BB IEINE &
A 32 sk it sk 6(b) 8 B 5 B /) & 2B X 48
5o
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Notes to the Unaudited Interim Financial Report

K& Rh R MRS R B

(Expressed in Renminbi)

(AAREZIR)

7 Income tax expenses

Income tax expenses in the consolidated income

statement represent:

7 FBHREAX

EHEZERANMEHAXE

For the six months ended 30 June

BENA=THIEREA

2010 2009
—E-ZF —ETHhEF
RMB’000 RMB’000
ARET ARETT
Current tax — PRC income tax BHHE —PEAEH
Provision for the period HREE 24,945 21,314
Current tax — Hong Kong income tax EIHi%iE — FHEFEH
Provision for the period BB 2,681 1,482
Deferred tax — PRC income tax EEBIE — FEAES
Origination of temporary differences TREEENES 8,441 6,432
Income tax expenses FrEHEx 36,067 29,228

(@)

Pursuant to the rules and regulations of the Cayman
Islands and the BVI, the Group is not subject to any
income tax in the Cayman Islands and the BVI.

Bawang (Guangzhou) Co., Ltd. (“Bawang
Guangzhou”), a PRC subsidiary of the Group, is
subject to a unified tax rate of 25% with effect from
1 January 2008.

In accordance with the implementation details and
grandfathering arrangements of the Corporate
Income Tax Law of the PRC (“CIT Law”) which
started to take effect on 1 January 2008, Bawang
Guangzhou continued to be eligible for the “two-
year exemption and three-year 50% reduction” tax
holiday from 2006 to 2010.

@ RERESHSEREBRELEHS
MRAI RO AEEBAH
WHREEMRBRIESHN
ERPEH -

b) BZZEZENF—HA—HE &
ESENPENBARBI(E
MBRARTHEEEM]E
FA & — T & 25% o

RER_ZFZENF—A—8H
BERKCHBEERABETIE)
(TEXMABHRE]NERFT
FoBEEAZHE - BEREMDA
BER_ZTANFE_Z—-F
FHRZAIME =R+ 0K
BER -
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Notes to the Unaudited Interim Financial Report

K AE TR R MR

(Expressed in Renminbi)

(AAREZR)

7

34

Income tax expenses (continued)

(©)

Pursuant to the Implementation Rules of the CIT
Law, overseas investors to foreign investment
companies (“FIE”) 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 is the beneficiary owner 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. On this basis, the Group has
made provision of withholding income tax on
the distributable profits generated by Bawang
Guangzhou for the six months ended 30 June 2010
and 2009.

Bawang (China) Beverage Co., Ltd. (“Bawang
Beverage”), a PRC subsidiary of the Group, was
newly established in Guangzhou in 2010. The
applicable income tax rate of Bawang Beverage is
25%.

The provision for Hong Kong Profits Tax was made
by Hong Kong Bawang International Trading Limited
(“Bawang Trading”) and was calculated at 16.5% of
the estimated assessable profits for the six months
ended 30 June 2010 (six months ended 30 June
2009: 16.5%).

7 BRI @

(c)

RIEEEMEREAERIED -

—EEN\F-A-BE K
FEEIGARERE - IERE
eE(IERE])NEBINGE
EAFLIR B B E R R A
B AR BT 10%TEHI PR 1S5 o
R A B2 & 7 i % B B R
ZH o RBERLNKEZEWN
RFETENME 2R TER
B5%ERBR/XEMAA - A
AEXREHPENE QR
REE BB AN KE5% °
At - AEBRBE-_ZT—F
FR_TFEAFAA=TAL
NEABECABERMAE
E oA ko A EHE RIS
B -

AEEZ—HPENEARE
F(FBOKHERAR ([T
AH DR - -TFEEMH
PN - BERM ZBRAABH
K 325% o

EBFEHRBEIREEET
EERESERAR(BELE
SIBRERE-_ZS—TE£A
=+ BN EAHFER &
FM165% (B ETTNF
NA=THIEAEA :16.5%)
ETiR e
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Notes to the Unaudited Interim Financial Report

K AE TR R R MRS

(Expressed in Renminbi)

(AAREZIR)

8 Earnings per share

(a) Basic earnings per share

The calculation of basic earnings per share is
based on the profit attributable to ordinary equity
shareholders of the Company for the six months
ended 30 June 2010 of RMB147,116,000 (six
months ended 30 June 2009: RMB100,012,000)
and the weighted average of 2,905,000,000
ordinary shares (six months ended 30 June 2009:
2,100,000,000 ordinary shares, after adjusting for
the capitalisation issue in 2009) in issue during the
interim period.

(b) Diluted earnings per share

The calculation of diluted earnings per share is
based on the profit attributable to ordinary equity
shareholders of the Company for the six months
ended 30 June 2010 of RMB147,116,000 and
the weighted average number of ordinary shares
(diluted) of 2,914,719,869 shares after adjusting
for the effect of deemed issue of shares under the
Company’s Pre-IPO Share Option Scheme.

The Company’s Pre-IPO share options were granted
on 8 June 2009 and did not give rise to any dilution
as at 30 June 2009. Therefore, the diluted earnings
per share were the same as the basic earnings per
share as at 30 June 2009.

8

(b)

R 2 A

BREFET

BRERBMNDBREHEZE=F
*gi/‘_\HZJrEIJJ:/_\1IH$
NELBREREAARGS
A AR #147,116,0007T (& =
—EENFEAA=THIENE
A AR ¥100,012,0007T) -
RHEAR B 31T X @Ak g T
#2,905,000,000 & 5+ & (H =
—EENFEANA=THIENE
A :2,100,000,000 0% & 3@ A%
TETENFEREBITAE
&) o

BREERT

BEREERMNDIBBEHE-Z
—ZEFEXA=Z+HLEXNEAR
NEEEREDFAE ARG
A AR # 147,116,000 ¢ © &
ABRARRBERARBEAE
RETE R HEE BB EITRG
B 52 218 00 3 AR N 39 &
(B #%)2,914,719,869 f% 5t

Aty

3

Ziiﬂﬁé/ﬂﬂﬁﬂﬁéfﬁﬁl ﬁﬁﬂx%

ﬂiiﬁﬁﬂiﬂﬁﬁ% Ilﬁt H"_
ZENEFENA=1H  SKE
% RIS SR EARFIER -
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K AE TR R R B RREBRE

(Expressed in Renminbi)
(AARMEZIR)

9 MBE KA

9 Plant and equipment

Office
equipment
Motor and others Construction
Machinery vehicles WAE  inprogress Total
e BHIE RERHEM EEIR @
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETFT ARETn ARETR AR®FTT ARETR
Cost: B
At 1 January 2010 N—_E-FF—F—H 30,707 12,247 12,024 1,763 56,741
Additions NE 5,716 1,010 2,178 3,225 12,129
Disposals i - @) (105) - (108)
ABme0 ROP-SEAAZTR %A 125 1400 4% 6876
Accumulated depreciation: BiHE
At 1 January 2010 R-ZE-TF—F—H 9,659 4,857 2,895 — 17,411
Charge for the period HAER 1,585 1,138 1,108 - 3,831
Written back on disposals BEERD - %) (73) - (75)
At30June20t0 R=F-FFRA=TA N4 5993 8980 - o287
Carrying amount: BHE
At 1 January 2010 R-E-2%—-HF—H 21,048 7,390 9,129 1,763 39,330
At 30 June 2010 R-ZE-TF~A=+H 25,179 7,261 10,167 4,988 47,595
. A
10 Inventories 10 78
At 30 June At 31 December
2010 2009
R-E—ZF RZZEZTNF
ANB=+H +=-—BA=+—8H
RMB’000 RMB’000
AR®T ARBETF T
(audited)
(fB2%)
Raw materials JR A K 9,161 8,024
Work in progress EE R 5,349 7,170
Finished goods RLRK i 38,804 31,455
Packing materials BEY R 19,634 13,735
72,948 60,384
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K& Rh R MRS R B

(Expressed in Renminbi)
(AARMTIR)

11 Trade and other receivables 11 ESKEMERKIE
At 30 June At 31 December
2010 2009

R=—B-BF e
AA=tH +ZA=+-—H

RMB’000 RMB’000

ARE T AR T

(audited)

(EZ)

Trade debtors and bills receivable B 5 REWNGIE R RN EIE 322,253 375,165
Prepayment for purchase of BB R R 08

raw materials 2,010 2,017

Prepaid advertising fee FENEEER 129,103 150,622

Derivative financial instruments TESRTA 1,399 —

Other receivables H b e o sk 10,364 6,205

465,129 534,009

The credit terms granted by the Group to customers AEBEGTEFPNERHE —MKNF3I0H
generally range from 30 days to 90 days. All of the trade Z90H - B B 5 K& A & Y I8 T8 23
and other receivables are expected to be recovered R—FAYE o

within one year.
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K AE TR R R B RREBRE

(Expressed in Renminbi)
(AARMEZIR)

11 Trade and other receivables (continued) 11 EFREMEWRIIE®E)
An ageing analysis of trade debtors and bills receivable by RIHBSNHE S EKKIE R E
due date is as follows: WEBRE DT T ¢

At 30 June At 31 December
2010 2009
R-E—ZF RZZETNF
ANA=1+H +=—A=+—8

RMB’000 RMB’000
AR® TR ARBETF T
(audited)
(REEZ)
Current B EA 277,856 342,332
Less than 3 months past due w1 53 > A3 1E A 42,307 31,348
More than 3 months but less than BEZ N3E AE DR
6 months past due 618 A 3,010 1,911
More than 6 months but less than wHEZ ReE AE DR
12 months past due 1218 A 29 793
More than 12 months past due wEIZ 1218 A 415 431
323,617 376,815
Less: impairment loss for B RERRERE
doubtful debts (1,364) (1,650)
322,253 375,165
The movement in the allowance for impairment in respect FAB S RWKRIBERRER G
of trade debtors is as follows: R
At 30 June At 31 December
2010 2009
R=-Z-—ZF RZZEZNF
~NA=1H +=—A=+—8H
RMB’000 RMB’000
AR® TR ARBEF T
(audited)
(EFEZ)
Balance at 1 January RN—A—BH&& 1,650 101
Impairment loss recognised ERRBEERE - 1,549
Reversal el (286) -
Balance at 30 June/31 December RANA=Z+8
TZA=+t—H!MEH 1,364 1,650
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K& Rh R MRS R B

(Expressed in Renminbi)

(AAREZIR)

12 Pledged deposits 12 IKBEX

The balance as at 30 June 2010 represented the bank
deposits of RMB220,000,000 pledged by Bawang
Guangzhou in favour of China Merchants Bank
Guangzhou Branch (“CMB Guangzhou Branch”), in
respect of the bills payable accepted by CMB Guangzhou
Branch. Payment of the bill will be due on 22 June 2011.

The pledged deposits amounting to HK$184,000,000
(equivalent to RMB162,012,000) as at 31 December
2009 were pledged by the Company in favour of China
Merchants Bank Co., Ltd., in respect of the loan granted
by it to Bawang Trading in 2009. It was released upon the
repayment of the related loan on 18 June 2010.

13 Cash and cash equivalents

13

R-ZE—ZTFNA=+HHNEHE
BIEMABEETEMNS TR
EIRITEMDIT) BAZmA @ Bk
DITERENEEEBNRITER
A R # 220,000,000 7 ° % 2 & #5
RZE——FANAZFT-HIHE
o

RZZEEAF+_A=+—HH
184,000,000/ T B F R (B E R
AR #162,012,0007T) A& 7 2 &) A
BREARITROBRARAZEA -
REBER -_ZSTNFRELEH
BREMERMEFAHRIE - ZEHF
RZZE—ZTFXAT/N\REEFH
BEREBHRE -

ReERREEEY

At 30 June At 31 December
2010 2009
R-ZB—2F RZEZENF
~NA=1H +=-—A=+—H
RMB’000 RMB’000
AR¥®T ARBFT
(audited)
(')
Deposits with banks within six months B 75 B # /N @ A K
to maturity when placed B EARIER1TE BRI X 160,974 -
Deposits with banks within BEFERBERER=Z@AN
three months to maturity when BRI IRITEBER
placed 473,681 264,150
Cash at bank and in hand BIRBRES 1,063,563 1,478,373
1,698,218 1,742,523
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K AE TR R R B RREBRE

(Expressed in Renminbi)
(AARMEZIR)

14 Trade and other payables 14 BEZREMENSRIE
At 30 June At 31 December
2010 2009

R=—B-BF R-FTAF
AA=tH +ZA=+-—H

RMB’000 RMB’000
ARE T AR T T
(audited)
(&%)
Trade payables B 5 BN RIE 108,738 115,330
Receipts in advance 78 W F A 59,333 30,790
Promotion fee payable ENHEEER 44,798 49,812
Accrued payroll ENIE 9,281 11,977
Other payables and accruals HEMENRIERESER 75,211 85,930
297,361 293,839
The credit period granted by the suppliers ranges from 30 AHEEETHEASHN FI0RE
days to 90 days. 90H -
Included in trade and other payables are trade creditors B REMENREFERENE S
with the following ageing analysis as of the balance sheet ERRE REEHRINBAST
date: FERER AT :

At 30 June At 31 December
2010 2009
R-g-2fF R-FTNF
ANA=1+H +=—A=+—8

RMB’000 RMB’000

ARE T AREF T

(audited)

(2 2%)

Due within 1 month or on demand 1@ A AR B iz B aER 87,883 84,662
Due after 1 month but within 3 months 118 A 12 18 31& A A 5| &1 20,855 30,668
108,738 115,330
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K& Rh R MRS R B

(Expressed in Renminbi)

(AAREZIR)

15 Bank loans and overdrafts

The balance as at 30 June 2010 mainly represented a
short-term loan provided by China Merchants Bank Hong
Kong Branch to Bawang International Group Holding (HK)
Limited (“Bawang Hong Kong”) at an interest rate of 3.3%

per annum. The loan will be due on 22 June 2011.

The balances as at 31

day.

Bawang Guangzhou obtained a standby short-term bank
facility of RMB100 million from Bank of China on 24 April
2009, which was reserved for general capital purpose.
The bank facility expired on 24 April 2010 and there has
been no draw-down from this bank facility during the

period.

December 2009 mainly
represented a loan of HK$180 million granted by China
Merchants Bank to Bawang Trading on 18 June 2009, at
an interest rate of 3-month Hong Kong Interbank Offered
Rate plus a margin of 1.5%, with a one-year loan period.
The loan was fully repaid on 18 June 2010. The related
pledge of bank deposit of HK$184 million, which was
provided by the Company, was released on the same

15

RITEMREX

RIE-TFNA=ZTBENHERE
ERBRRITEBDTABIERE
SEZER(EB)ERAR(IHRIE
B 1) B B R X 53.3%H 2 8
ER -ZERBR_T——F XA

—+=—BHH -

RZBEZEAF+_A=1+—80®W
EHRITEZEEBEARTR_ZZTAN
FRATNAMETESELD
180,000,000/ L E 3Kk + F B 1% =&
RAEBRITRAEFRBN5%E -
BRPARE—F ZEERERZ=ZT
—ZFEXA+TN\B2HEE -BAX
A B4R £ #9 184,000,000 7T K R 1T
FREFEREBBR -

BITENR-_ZEZNLFNA =+
HESAHFRBTIRENEHER
IR1TEERE A K 100,000,000
T TERBRAE—"REEES - %
SRTEEENR_TE—ZTFNA
Z B Em P H RN R Bt
HIRTEERE -
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K AE TR R R B RREBRE

(Expressed in Renminbi)

(AAREZR)

16 Equity settled share-based transactions

The Board of Directors 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 this 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.

The fair value of services received in return for share
options granted is measured by reference to the fair value
of share options granted. The estimate of the fair value
of the share options granted is measured based on a
binomial model. The contractual life of the share option is
used as an input into this model.

16 LEREENRMD XM

X Z
EEeRN TN NF+=-_A+E#
HEERXARAEERBERETS -1
—ETAFANANB  ARAHIE
AR IR & R A B B AT B AR M 5T
FRESE SAEEERERES
BREBETERARAZEESAERE -
TELSERER TAARMNEBE
=R A 4,200,000 A& 2 7] %
D ARAESRERENEER
% 4 £10,332,000/% & 2 & f% 15 &
R - REBEAAFBABEAZIS AR
RN TRG  BXARBEENE
BREFEETHERBRNDITEE
ABEBMEIBITUAFELT - H
REEMBES) K198 T - B
BREREFEETREE238ETLIZE
50% (38 ATEILFI)) » BIBEH X AH
BEFERETERENTHBER
BMTESFH AR LETH BB
—FERF  -FAEBRENERZ
T—hFNANBRIITE -

st

REBERELBRRENAAEES
EZRELBRENDIABENE - &
HEREN DA BEDER AR
BiEE - BERENSOFHREZ

BRNFESH -

Fair value of share options and assumptions BEREAABEREBE
Weighted average fair value REtE A INEFEH BECET) 2.0
at measurement date (HK$)
Share price (HK$) P& CET) 2.268
Exercise price (HK$) TEEGET) 0.1or (k) 1.134
Expected volatility T8 HR K 18 52.8%
Option life (in years) FERREFH (F) 10
Expected dividends TEHERR B 0%
Risk-free interest rate 4 2| g F R 2.84%
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K& Rh R MRS R B

(Expressed in Renminbi)

(AAREZIR)

16 Equity settled share-based transactions

(continued)

Fair value of share options and assumptions

(continued)

The expected volatility is based on the average of the
historical daily volatility of ten comparable companies as
of the grant date over the shorter of 10 years and the
period up to the listing date. Expected dividends are
based on management’s best estimate. Changes in the
subjective input assumptions could materially affect the

fair value estimate.

Share options were granted under a service condition.
This condition has not been taken into account in
the grant date fair value measurement of the services
received. There were no market conditions associated

with the share option grants.

During the six months ended 30 June 2010, equity-
settled share-based payment expenses amounting
to RMB5,393,000 (six months ended 30 June 2009:
RMB969,000) were recognised in the consolidated

income statement.

16 LR A E IR B X

X5 (48)
BREACAEERES(5)

BEOREDRIEEANKREE SN+
RETAREBRRBETFHER
HEMELmBEHZERERE
F)NBEFHEAKRBETE - 8
AARERTDHEREELNORER
e TBEERRJROREAREYHA
REBEGBFEEARE -

IR S T BB GRS - 5
EREXNORERETEHRNAAR
EBER X RZEZIET - T 5K
WUER IR T R A HE O 4 R 5

RBEE-_ZT—ZFXA=FTHILEX
AR BEReaHEERPERHMU
BEaGENROHINTNRZI &8
B ANR¥S539800T(HE-ZF
AEXRAZ+TAHLERER : AR
969,0007T) °
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K AE TR R R B RREBEE

(Expressed in Renminbi)
(AARMEZIR)

17 Capital, reserves and dividends 17 B - #EERRERE
(a) Dividends (a) &R
()  Dividends payable to equity shareholders of () AArERFEARFH
the Company attributable to the interim period N ELEM RS

For the six months ended 30 June
HEANA=THIEAEA

2010 2009
—E-ZF —ETAEF
RMB’000 RMB’000
ARETT AREF T
Interim dividend recommended RAFRHEER%R
and declared after the interim E% &EEHF AR
period of HK$1.5 cents per CBRERRE
ordinary share (six months ended ﬁéﬁ SIi(HBE=Z
30 June 2009: nil) ZAFRA=1TH
WEREAR - F) 38,063 —
Special dividend recommended RARHZEE RIER
and declared after the interim EREENERR
period of HK$2.5 cents per B BREBERE
ordinary share (six months ended Bosil (B
30 June 2009: nil) ZNFAA=1H
WEREA - F) 63,437 —
101,500 —
The interim and special dividends NEERRBIEZLNEEN
recommended and declared after the balance FRHR N R RR B R A&
sheet date have not been recognised as a EAERAERAARE -

liability at the balance sheet date.
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K& B b R MRS R

(Expressed in Renminbi)

(AAREZIR)

17 Capital, reserves and dividends (continued)

(a) Dividends (continued)

(it

Dividends payable to equity shareholders
of the Company attributable to the previous
financial year, approved and paid during the
interim period

17 B - EERRE @

(a) BB (&)
(i) R EIEREALEL BA R
AREERFA AR IAE
B R F B A RS

For the six months ended 30 June

BHEANA=THIEAEA

2010 2009
—EB-ZF ZETNF
RMB’000 RMB’000
ARBT T ARET T
Final dividend in respect of B EA
the previous financial year, o R T A8 A
approved and paid during MHEERARE -
the following interim period, FREBRK
of HK$4.25 cents per B4 (B =2
ordinary share (six months ended —EENF
30 June 2009: RMBO.12 NA=+8
per ordinary share) IEAREA -
sHi &= Rl
AR#0.127T) 108,054 249,680
Special dividend in respect of 7R HR AR R A
the previous financial year, T2 32 A 89 DA 7 B B
approved and paid during FERRKRE
the following interim period, FREBRK
of HK$4.25 cents per SE425L (B =2
ordinary share (six months ended —EENF
30 June 2009 : nil) NAZTH
IERER : F) 108,054 —
216,108 249,680
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K AE TR R R B RREBRE

(Expressed in Renminbi)

(AAREZR)

17 Capital, reserves and dividends (continued)

(b) Share capital

(b) B&=*

17 B - REERE @)

The shares of the Company were listed on the Main
Board of the SEHK on 3 July 2009, with a total
number of 2,800,000,000 shares, among which
700,000,000 shares were issued to the public.
Moreover, the over-allotment option in relation to the
global offering of the Company’s shares was fully
exercised on 3 July 2009 in respect of an aggregate
of 105,000,000 shares (the “Over-allotment
Shares”). The gross proceeds from the global
offering after the issue of the Over-allotment Shares
were approximately HK$1,916 million. Listing of and
dealing in such Over-allotment Shares commenced
on the Main Board of the SEHK on 8 July 2009.

Details of share capital are as follows:

KAGBKBRNR_ZZZTNF
+tA=ZHREEABIMER
£ & 2,800,000, oooH&Hx
3 /R #9 700,000,000 A% A% 15

BITTRARALT o ko - EEM
RARMMEREESHBANE
BEREECR _ZTAE L

Hzaﬁﬁi%ﬁﬁﬁ /i&l:l 2N
105,000,000 A% i% 15 ([ &8 %8 B

TR ]) o BITHBEREERN
BREREENMSFIELRLD
/$1,916,000,000/%& 7T ° % &8
BREEROB_FTZTNAFLA

NERESBBRIMER T
rEE -
[ ARFRBOT

No. of shares

Nominal value

B4 & B HE
('000) RMB’000
(F) ARBEF T
Authorised: ERE
Ordinary shares of HK$0.1 each RZE—ZTFA=+AK
at 30 June 2010 and ZZETAEFE+ZA
31 December 2009 =t+—H&R1ET
2 E iR 10,000,000 880,500
Ordinary shares of HK$0.1 ERTRABEZER1EBT
each issued and fully paid: ZEBR
At 30 June 2010 and RZZE—ZFFA=1H
31 December 2009 EZZETNAF+ZA
=+—H 2,905,000 256,134
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(Expressed in Renminbi)

(AAREZIR)

17 Capital, reserves and dividends (continued)

(c)

(d)

(e)

Share premium

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

Capital reserve

The capital reserve represents the portion of the
grant date fair value of unexercised share options
granted to employees of the Company that has
been recognised in accordance with the same
accounting policy adopted in the 2009 annual
financial statements.

PRC statutory reserves

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

Bawang Guangzhou and Bawang Beverage, which
are wholly foreign owned enterprises established
in the PRC, are required to transfer at least 10%
of its 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.

17 BA - RERBRE @

(c)

(d)

(e)

Bx & & R

AR A A (B R 7O e X B
ERERAAEER) TR
B -BRIFREERRMNREN
HE#&R - RRRIFRENEER
FEBTIHNER - TRIAX
NANF B BRAE B R AR R

DRI E e

BE R

BT ARAREENBBRERT
EH AR - BERE T H B
ARBERB-_STNFFE
MBERRARAOEEAERR
BEARFEHETER -

o B % TE e

PEOREREIRER BT
5B R AR 5 DA B 7N 62 [ ) R )
MEBARBERERMNARER
RY -ERNFECETERE
MEFEHE ©

FIENRBEHRBTINFE
FRMBINEBERE - HAR
BHRBEEETHRA A - SR
H % A & D 10%H) 73 5% 7 (8
HATFENEER) ZE—RK
ARG EEREAHED
FREAGERZEEBN A A
ERATHFMEARNS50%E
I -EREZFEHEANMERS
RAEADIKRKREAEST °
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(Expressed in Renminbi)

(AAREZR)

17 Capital, reserves and dividends (continued)

48

(e)

(f)

(9)

PRC statutory reserves (continued)

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 the 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.

Merger reserve

On 20 December 2007, Bawang Hong Kong, 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, 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.

Translation reserve

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

17 B - BEERE @

(e)

()

(9)

hEEERME)

— A E B AERAE G
FENEBEB(A)  RAE@
RREFEANRAENRE
AR mFEEEITHR - U
EHARBERABRA T
EBABITENEHTEORE
it & A#925% o

CRR

RZZEZT+F+=ZA=+A8H "
AR Z2ENBRAIFEE S
LA [B] 25 {8 1% W B8 12,500,000 3
THBETEMEBERE(ZA
BIERRREB K —RQAE
B) o Atk T T E M AR A 5
i HERNELEEEL
BOFRER -

B R & i

P B mmE A INEST &
MBI RRAEEN 2 EMER
=H2 -
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K AE TR MRS

(Expressed in Renminbi)
(AARMTIR)

18 Commitments 18 &L
(a) Capital commitments outstanding at (@) R-E—SFEXA=1+H
30 June 2010 not provided for in the EEMEMBEREREPRBRD
financial statements were as follows: BEKIEWNT :

At 30 June At 31 December

2010 2009

R-ZE—ZF RZZEZENF

~NB=+H +-HA=+—8H

RMB’000 RMB’000

ARMT R ARMF

Contracted for 2249 2,584 3,503

b)) R-ZB—FA=T
H - &*KEATHBES

(b) At 30 June 2010, the Group’s total
future minimum lease payments under

non-cancellable operating leases are HEEGHXRRREHEASR
payable as follows: HWEWMT :
At 30 June At 31 December
2010 2009
R-FB-—ZF RZZEZENF
ANA=+H +-A=+—8
RMB’000 RMB’000
AR TR ARBFIT
Leases expiring: FRAVR T HI BRI 2 B -
Within 1 year 1FR 1,615 2,777
Between 1 and 2 years 1226 749 686
Between 2 and 3 years 2E3F 760 730
Between 3 and 6 years 3E64F 942 1,217
Over 6 years B6F AL 660 —
Total 15T 4,726 5,410
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(Expressed in Renminbi)

(AAREZR)

19 Material related party transactions

50

During the six months ended 30 June 2010, the directors
are of the view that related parties of the Group include
the following individuals/companies:

Name of related party
B 28

Mr CHEN Qiyuan
PR BRIR 5 A&

Ms WAN Yuhua
BEXEXL

Actual Reality Inc.

Guangzhou Qiancai Packaging
Materials Co., Ltd.
BMNTEXBEMHEBERARA

Guangzhou Chenming Paper

Products Company Limited
BMEABRER QA

Guangzhou Bawang Cosmetics

Co., Ltd. (“Guangzhou Bawang”)
BMNBEBE LR ERARTEMNEE])

19 EXRBEHBARS

BE_T-ZTFNA=1BIXHE
A EER/EAEENEYL B
ATAL/ A :

Relationship with the Group
BEAFEENER

Controlling Shareholder
¥ IR AR R

Controlling Shareholder
R R

100% owned by the Controlling Shareholders
B E AR AR FR100% % B

Under the control of Controlling Shareholders’
close family member

EEBRBRREREHNRENX S 2

Under the control of Controlling Shareholders’
close family member

EEBRBRREREHRENX S 2

Effectively 100% owned by the
Controlling Shareholders

F 22 AR AR R 100% 8 B B B
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K& Rh R MRS R B

(Expressed in Renminbi)
(AARMTIR)

19 Material related party transactions
(continued)

(@) Transactions with related parties

(i) Production premises and office lease
agreements
Bawang Guangzhou, a wholly owned
subsidiary of the Company, and Guangzhou
Bawang entered into a production premise and
office lease agreement on 22 January 2008,
pursuant to which Bawang Guangzhou leased
from Guangzhou Bawang the production
premise and office building with a total floor
area of 16,735 square metres. The term of the
lease under the agreement is 3 years with a
fixed monthly rental payable of RMB184,083,
commencing from 4 December 2007.

(ii) Purchase of raw materials from related
parties

19 ERBEBAIRS (®

(a) ERMBAHRH

() SERERBRAENRS
1]
FETEM(A2amEE
MEBARD REMBER
—EENF-—HA=Z+=H
RINEERERFAEZEMR
Efhz Bt - BEEM
mMEMBIAAAEME
116,735 77 K B L EE R
BERPFAERETF o bHE
EHTIWHEBR ST +F
+ZAMBARER - B
=F  -SAENETEES
A AR ¥184,0837T ©

(i) AABETBERAH

For the six months ended 30 June
HEANA=TRHIEANEAR

2010 2009
= —ETNEF
RMB’000 RMB’000
ARET R AREFT
Guangzhou Qiancai Packaging  BEIMNHEXRB%E

Materials Co., Ltd. BRAA 1,896 1,622

Guangzhou Chenming Paper BEMNERELERAR
Products Company Limited 6,348 4,230
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K AE TR R R B RREBRE

(Expressed in Renminbi)
(AARMEZIR)

19 Material related party transactions
(continued)

(a) Transactions with related parties
(continued)

(iii) Utilities expenses paid on behalf of the

19 BEREBAERS @)

(a) BERMBABHRH(E)

(iii) RKERKEZFHKER

Group
For the six months ended 30 June

BEANA=THIEREAR
2010 2009
—E-ZF —ETNF
RMB’000 RMB’000
ARET ARET T
Guangzhou Bawang BMNET 2,626 2,334

(iv) Repayment of advertising fee paid by a
related party on behalf of the Group

(iv HEABARERKEE
BxmEERA
For the six months ended 30 June
HENA=Z+HIEANEA

2010 2009

—E-%F —EENF

RMB’000 RMB’000

AR¥T T ARBFIT

Actual Reality Inc. Actual Reality Inc. - 42,891

(v) Net repayment of advances to
Controlling Shareholders and
Guangzhou Bawang

vy REZEEERERMNEE

BE2RBH

For the six months ended 30 June
BESNA=+HIEREAR

2010 2009

—E-FF —TTNF

RMB’000 RMB’000

ARBTT ARET T

CHEN Qiyuan FeR R - 104,318
Guangzhou Bawang EBMNE&ETE - 2,234
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K& Rh R MRS R B

(Expressed in Renminbi)

(AAREBIITR)
19 Material related party transactions 19 EXRBEHAIRSZ @)
(continued)
(b) Balances with related parties (b) B BREE 5 YK ER
As at the respective balance sheet dates, the Group REHEER » NEBEREHK S
had the following balances with related parties: B mT
() Trade and other payables (i) BRARHEMERMNKRE
At 30 June At 31 December
2010 2009

R=Z2—2F RZFBZAF
RNAZ=tH +=ZA=+—H

RMB’000 RMB’000
ARE T AREETF T
Non-trade related FE 5
Guangzhou Bawang EMNEEE 1,415 2,657
Trade related HESHEE
Guangzhou Qiancai Packaging B M i1 5 K & 2= # &
Materials Co., Ltd. BRAA] 443 1,136
Guangzhou Chenming Paper M =R @
Products Company Limited BRAR 284 2,103
2,142 5,896
The above non-trade related balances are FtBEIEE F B AR &R
unsecured, interest free and have no fixed REER 2B BEETE
terms of repayment. As at 30 June 2010, the BB RZZT—ZTFS
balance due to Guangzhou Bawang mainly A=+8 ENEMNEE
represented the utility expenses paid by WEREEREMNE T H
Guangzhou Bawang on behalf of the Group —E—ETFWNAERRA
from April to May 2010 and the rental fee for AEBEBNAKESE KA
June 2010. SEENENBEE=_T—

TERNANESR -
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K AE TR R MR

(Expressed in Renminbi)
(AARMEZIR)

19 Material related party transactions

(continued)

(c) Key management personnel

remuneration

Key management personnel are those persons
holding positions with authority and responsibility
for planning, directing and controlling the activities
of the Group, directly or indirectly, including the

Group’s directors.

Remuneration for key management personnel of the

Group is as follows:

19 ERBEBAIRS ®

(c) EXEEBEBARHH

TEERABRRELHAER
NEBRIARBERE - 55
MEZRLHEEEGHAEEED
MAL  BEASENES -

AEBFEZEE AB BB
T -

For the six months ended 30 June
HEARNA=Z+THIEAREAR

2010 2009

—E-%fF —ETNE

RMB’000 RMB’000

ARET R AREFT

Short-term employee benefits & 1,706 1,471

Equity-settled share-based =

payment expenses H 3,625 653
Contribution to defined contribution 5% & # R AR5t 8 4 3K

retirement plans 60 146

5,391 2,270

Total remuneration is included in “staff costs” (See

Note 6(b)).

TN AIE TRAI(R
Bt 5E6(b)) °
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Review report to the board of directors of
BaWang International (Group) Holding Limited
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report set out on pages
20 to 54, which comprises the consolidated balance sheet
of BaWang International (Group) Holding Limited as of 30
June 2010 and the related consolidated income statement,
statement of comprehensive income and statement of changes
in equity and condensed consolidated statement of cash flows
for the six-month period then ended and explanatory notes.
The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of an
interim financial report to be in compliance with the relevant
provisions thereof and International Accounting Standard 34
(“IAS 34”) “Interim Financial Reporting” promulgated by the
International Accounting Standards Board. The directors are
responsible for the preparation and presentation of the interim
financial report in accordance with IAS 34 “Interim Financial
Reporting”.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report and to report our conclusion
solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.
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Scope of Review

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of the interim financial report
consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to
obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly we do
not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention
that causes us to believe that the interim financial report as
at 30 June 2010 is not prepared, in all material respects, in
accordance with IAS 34 “Interim Financial Reporting”.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

23 August 2010
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Directors’ and chief executive’s interests
and short positions in shares, underlying
shares and debentures of the Company and
its associated corporation

As at 30 June 2010, the Directors and chief executive of the
Company had the following interests and short positions in the
shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (Cap. 571 of the
Laws of Hong Kong) (the “SFQO”), which were required (a) to be
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 which they had taken or deemed to have under
such provisions of the SFO); or (b) to be and were entered
into the register required to be kept by the Company pursuant
to section 352 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”):

Long Positions in Shares, Underlying Shares and
Debentures of the Company

N2 AN\
I

<R it

DH.

ok ) S
HE>
S5 m

Dy
= .
S

=
il
L
T

B S0 ol g
KA 558 A et

SSSSpiiga
| D0 ya o

i
'—_v—
||
it
AN
>
>

SA=Z+H BEEAR
AlEEITBRABRARR REEEE
(EEREBLOFNEBLEREE
GBI ([ 5 R BE G BEXVED) /AR
- HBERNKESFS  BHQBEE
5 R EIEHIEXVEBET R FE8D EBHI AR
TANSARRRBRXATMER AR
(BEFERELMESFRPERINZE
EX I E M RIER BN S RAR)
s (b)iR & & F I B & 1§ 55 35215 48 &
HABLENTRENS ARz XX
A RORBELEMBETAESETES
RS 2ZESFA([ZEFR])BHNER
R RBEEHB XM EERABNT ¢

5

AN

i)

R

.

& 20T R H 48 Bk E A Bk (7 Fn 48
MEMhzER

Number of
shares/ Approximate
underlying percentage of
shares held issued
Name of director Class of Shares Nature of interest B KRR share capital
EERE D EanH™ K& E FERSLL
CHEN Qiyuan Ordinary Corporate (Note 1) 1,900,000,000 65.404%
Bk R Sy A (HEE)
WAN Yuhua Ordinary Corporate (Note 2) 1,900,000,000 65.404%
BERE Ha A Al (ff7E2)
SHEN Xiaodi Ordinary Personal 2,100,000 0.072%
N S & A
WONG Sin Yung Ordinary Personal 2,100,000 0.072%
=ER A & A
GUO Jing Ordinary Personal (Note 3) 2,100,000 0.072%
20 & HaE & A (B 5E3)
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Notes:

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

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

3. GUO Jing, the spouse of SHEN Xiaodi, is deemed to be interested in the
options granted to SHEN Xiaodi under the Pre-IPO Share Option Scheme.

Other than as disclosed above, as at 30 June 2010, so
far as known to any Directors or chief executive of the
Company, neither the Directors nor the chief executive, 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) which
were required (a) to be 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 which they had taken
or deemed to have under such provisions of the SFO); or (b)
to be and were entered into in the register that was required
to be kept under Section 352 of the SFO; or (c) as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code.

B

1. JB#E Fortune Station Ltd. BFREUR &8 EERTE
%I - BRERJR#%48 A% B Fortune Station Ltd. FT#F
BRRMEOER - SEENLBREVREE A
M E EE 1 Fortune Station Ltd. K #E2E Fh B 12

25 o

bl

g

2. JB#E Fortune Station Ltd. &8 £ M RRBURFTIE

#l - B EEW KBS Fortune Station Ltd.
BRRMEOER - BRERNEBE EE=WHE A
MEREURAE Fortune Station Ltd. K #E2E fh B 42

25 o

fm

8 MNENRBHREEREERBEERAME

ERERE B TN ENERENER ©

BREAWBEOABZHN BE—F—F
FRNA=1TH REFMEFHLRQAK

SITREBASBBNMA EREESF
EERITHAR  RARR REMEEE

B (1238 7% LI E GO EXVER R & )
B HEBROIESF  EHQRE
EHEREBEGRIEXVEETRESH HH
HE B A S AN 1 R N B SR P O R SOR
R(ERGESERELEES NBE KD
% BRSO E AR R B B M 2 BOR
B HO)REE S R B E 5P 3521k
RERBELRNTFENECMANES
MARR  HOBRBELHRRBMREANS
RRABREBHIMOERIAR
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Interests and short positions of substantial
shareholders

As at 30 June 2010, 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 which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 2 and 3 of Part
XV of the SFO; or which were required to be entered into the
register required to be kept pursuant to Section 336 of the
SFO were as follows:

<

TERRNERZRKXR

BHE-ZE—ZFFA=+H HUTAL
(ERRREESZSITHRAB)REKD
SAEERO TP HEEBREES KB E KA
EXVEB 2 K37 BB HY 4 FE A A1 AR A &) F
BIFMFEEMNERIAR B EES
FHERPIEI6ERBREEAELRREF
EMNELHMANERIOAE

Approximate
percentage of

Number of issued

Name of shareholder Nature of interest shares held share capital
RERERE ERME RGOEE BRES
Fortune Station Ltd. Corporate 1,900,000,000 (L) 65.40%
Fortune Station Ltd. NG|
CHEN Qiyuan Corporate (Note 1) 1,900,000,000 (L) 65.40%
BREUR 2~ (fIEET)
WAN Yuhua Corporate (Note 2) 1,900,000,000 (L) 65.40%
BEE A7 (fiEE2)
Mirae Asset Global Investments Note 3 174,714,000 (L) 6.01%

(Hong Kong) Limited
RKREERKIRE () Fi5ES

BRAT]
FMR LLC Corporate (Note 4) 174,439,000 (L) 6.00%
FMR LLC ~al (PiEE4)
The Capital Group Companies, Inc  Note 5 145,294,000 (L) 5.00%
EAREEBERAA lEEs)

(L) — Long Position, (S) — Short Position

Notes:

1. CHEN Qiyuan is the beneficial owner of 51.0% of the issued share capital
of Fortune Station Ltd. and is deemed to be interested in the shares held by
Fortune Station Ltd. CHEN Qiyuan, the spouse of WAN Yuhua, is deemed to
be interested in WAN Yuhua'’s interests in Fortune Station Ltd.

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

1. FREUR & Fortune Station Ltd. 2 ZE{TRXANEY
51.0%Em A A - WK AR Fortune Station
Ltd. #HAMNROFEA#ER - B EENEBRKR
RUR R A & EEE £ Fortune Station Ltd. Y#E
AR EA o

2. B EX#¥ A Fortune Station Ltd. BEZ{THRAR
49.0%E = A A - W AR AR Fortune Station
Ltd. FHAEMNROFEA#ER - REURKEBE
T E W AR A RBRRURE Fortune Station Ltd. )
PR o
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3, Mirae Asset Global Investments is a subsidiary of Mirae Asset Financial Group
of Korea.
4. FMR LLC is a privately owned corporation existing under the laws of the State

of Delaware, U.S.A. and is the parent company of Fidelity Management &
Research Company (FMRCo), Fidelity Management Trust Company (FMTC),
Pyramis Global Advisors Trust Company and Pyramls Global Advisors LLC.

58 The Capital Group Companies, Inc is a company based in California, U.S.A.
which is the parent company of Capital International, Capital Guardian, Capital
Research & Management, Capital Bank & Trust and American Funds.

Other than as disclosed above, as at 30 June 2010, the
Company has not been notified by any person (other than a
Director or chief executive of the Company) who had interests
or short position in the shares or underlying shares of the
Company which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 2 and 3 of Part
XV of the SFO; or which were required to be entered into the
register required to be kept pursuant to Section 336 of the
SFO.

Share option scheme and Pre-IPO share
option scheme

Share Option Scheme

The Company has adopted two share option schemes,
namely, the Share Option Scheme and the Pre-IPO Share
Option Scheme, the purpose of which is to give the Directors,
senior management and employees an opportunity to have
a personal stake in the Company and help motivate its
employees to optimize their performance and efficiency, and
also to retain employees whose contributions are important
to the long-term growth and profitability of the Group. As at
30 June 2010, no options have been granted or agreed to be
granted by the Company under the Share Option Scheme.

3. AKREBERBREE(BB)ERABARER KK
EECREENHNBRF -

4. FMR LLC R—RXBBEEBSFREMBEITE
BRI WAAE AR 2 Fidelity Management
& Research Company (FMRCo), Fidelity
Management Trust Company (FMTC), Pyramis
Global Advisors Trust Company #1 Pyramls
Global Advisors LLC RI & A 7] ©

B BREBARDAIZ —KUAEE MM A LRI
)72 7] e £ 2 Capital International » Capital
Guardian - Capital Research & Management *
Capital Bank & Trust & American Funds &) & 2
7 o

RZTE-—ZFA=1H " BREXFHK
BALZINARBRAEEMALGEARR
FEFHRSTERAER) XM AR
R EBERERE S M EIROIEXVE R
2 %37 BR &Y R TE 7R [R) AR 2 ) 0Bk 52 P
BHREAIORE  IRBEEFLBER
I E3B6IHEMERBELNFTFEMNE L
MAMERIOAR

BRETARERABRE
A0 R AR S B

RERR Rt B

RRABEEKRMT MEREABF S
BRI E R A E S BARE
AECBNERA/RRRESE SRER
ABMEERE -—EREHER QAR
AR MEEFREERENER
BoUALBERLSEBENRERER
NMBNENMEEREMMNET - R
E—ZFRNA=TH ARAERER
EBEREAIRTHRER TEABER
1 o
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Pre-IPO Share Option Scheme Eiﬁf&ﬁﬁﬁﬁﬁﬁﬂﬁﬂﬁﬂﬁ‘f g
A total of 4,200,000 outstanding pre-IPO share options were RZEBEZNFNANB  RAlBHEMRZ
granted to two executive Directors of the Company on 8 June HITEESH42 OO 0001 E ?* 18 & &
2009, which remained unexpired and unexercised as at 30 ITIE R B IR A R E R ,ﬁ\% Hx ¥E B —
June 2010. The details are as follows: Z—TFXA E+ A %= E
BIEAI AR AT - HEAABM T -
Number of share options
BRiHERE
Approximate
percentage of
As at As at  issued share capital
1 January Granted  Exercised 30 June of the Company
Exercise 2010 during during 2010 (%)
price (HKD) #E the period the period #BE (GFLFERTRE  Exercise
Name of director Date of grant {TH#{R —2-25 HE i1 —Z-2% HBHESL  Period
EEeR #i#EA (#7) —A=H #THA fTEnAE ~A=+H (%) fTHEHE
SHEN Xiaodi 8 June 2009 Par Value 420,000 - — 2,100,000 0.072 4 July 2010 to 8 June 2019
N “ZTAF HE —T-TFLtAMAZE
~ANR —ZT-AFRANR
Par Value 420,000 - — 4 July 2011 to 8 June 2019
H{E —E-——F+tHAWEAE
—T-AFRANR
Par Value 420,000 - — 4 July 2012 to 8 June 2019
HE —E-—ZHF+tHAW@EAE
—ZET-AFXANR
Par Value 420,000 - — 4 July 2013 to 8 June 2019
EE —E—=FtHAW@AE
—ZET-AFSANR
Par Value 420,000 - — 4 July 2014 to 8 June 2019
EE —E-—MELAMEABE
—T-AEXANR
WONG Sin Yung 8 June 2009 Par Value 840,000 — - 2,100,000 0.072 4 July 2010 to 8 June 2019
BEER ZZTNF HE —T-TFLtAMAZE
~ANR —ZT-AFRANR
Par Value 315,000 - — 4 July 2011 to 8 June 2019
H{E —E-——F+tAWEAE
—ZT-AFRANR
Par Value 315,000 - — 4 July 2012 to 8 June 2019
HE —E-—ZHF+tHAW@EAE
—ZET-AFRANR
Par Value 315,000 - — 4 July 2013 to 8 June 2019
EE —E—=FtHAW@EAE
—ZET-AFSANR
Par Value 315,000 - — 4 July 2014 to 8 June 2019
D —ZE-—MELAMEAE
—T-AEX~ANR
Grand Total 4,200,000 — — 4,200,000 0.144
RT@H
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Apart from the above, options totalling 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
totalling 420,000 shares previously granted to two employees
were forfeited during the period from the date of grant to 30
June 2010. The balance of unexpired and unexercised options
of 38 employees as at 30 June 2010 was 9,912,000 shares.
Except for the above options which had been granted, no
further options were granted prior to 3 July 2009, the listing
date of our shares on the Main Board of the Stock Exchange
of Hong Kong Limited (“the Listing Date”). Details of the
valuation of Pre-IPO Share Option Scheme are set out in Note
16 under the section headed “Notes to the Unaudited Interim
Financial Report” to this interim report. The value of options
are subjective and uncertain as such valuers are subject to a
number of assumptions and limitations of the valuation model.

Material Events since the End of the
Financial Period

On 14 July 2010 and 16 July 2010, a magazine article and a
newspaper article were respectively published which carried,
in the Company’s views, inaccurate and unfounded allegations
in relation to the product safety and the registration of certain
products of the Group. Although the Company promptly
published clarification announcements on the even dates and
communicated with our distributors and customers via our
sales channels, the said publications had a negative impact
on our business operations and brand images. The Directors
are of the view that such adverse impact may continue for an
extended period of time and the Company is planning to utilise
all efforts to restore normal business operations as soon as
possible.

On 21 July 2010, the Company commenced an action in the
Hong Kong High Court against Next Magazine Publishing
Limited in respect of the article published in Next Magazine
on 14 July 2010 concerning the Company’s products. The
Company will be seeking damages and compensation for loss
of sales from Next Magazine Publishing Limited for defamation,
malicious falsehood and slander of goods.

Apart from the events above, there has been no other
important event affecting the Group since 30 June 2010.

B AN EZEFEAFANEB R
BEXR A AREENERESS - BHF
10,332,0000% I 17 &9 iE Bk #E 9 B 4a T A
FEOBEE - HEP - 2R THAERE
8 42 #£420,000% I 0 ) B AR 4 - £ %
EAE T —ZFTF A=+ HEBHER
HeBIEZZT—ZTFA=+H HX
FHRNL R #F 1T {F 2 384 & B HY B Ix 4 &4
RE29,912,000/% - B T Ll B & E &Y
ERE RZZEZAFEA=R(ARAF
BOEBABERSMAERARERLE
mzB(TEMmB])) A - BEEMAER
EELE BRARAZEERBRETSN
HEFEAR RS REEZT TS
WEMFE ] — & THIRE16 - BARERNHE
HMEETEMEUABRS  EGETFAANE
EHRF  BXEEEXSRG -

S HEERENERSH

n= ?Etﬁ+EE& B—TF
tﬁ—i—/\El — D5k —1n Eﬁﬁkﬁ
K@jw%ﬂKE. ?E%WE%?
%&ﬁﬁzﬁAﬁiﬁﬁﬁiﬁmﬁ
cBEARNAIERNE R BN T EE
%&ﬁ@%ﬁﬁﬁﬁﬁﬁm D 3H 7 K2
BEPER LUAREHHMNELEE
MamEERINEKBRTE - §$mﬁ
ZTNFERGRE-BREH A2
IEAH &2 ﬁ%%V@E%%%%@°

RZZT—ZTFELA=-+—8B AQaAR
EESE LGN T —ZTF LA +M
BHENCEBET)A BARRAE RN R
ERESERERQA - ARAKRE
BRERRABRHF BEERETE
EnSKERHERRZBAERE -

BT EMEH BT —ZFFERA
HESEEMEREHFELAER
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Purchase, sale or redemption of the
company’s listed securities

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed
securities during 1H2010.

The code on corporate governance
practices

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

The Company has adopted and complied with the applicable
code provisions of the Code on Corporate Governance
Practices as set out in Appendix 14 to Listing Rules during the
period under review.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set forth in Appendix 10 to the Listing Rules as the code of
conduct regarding securities transactions by the Directors.
Having made specific enquiry with the Directors, all the
Directors confirm that they have complied with the required
standard as set out in the Model Code throughout the period
under review.

Audit committee

The Company has established the Audit Committee in
compliance with Rule 3.21 of the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited
(the “Listing Rules”). The Company has also complied with
Rules 3.10(1) and 3.10(2) of the Listing Rules and appointed
three independent non-executive Directors including one
with financial management expertise. The primary duties of
the Audit Committee (inter alia) are to review the financial
reporting process and internal control system of the Group,
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H i & #

and to make proposals to the Board as to the appointment,
renewal and resignation of the Company’s independent
auditors and the related remuneration and appointment terms.
The Audit Committee has reviewed the interim results of the
Company contained in this report with the management of
the Company and the Company’s independent auditors and
recommended its adoption by the Board. In addition, the
Group’s independent auditors, KPMG, has carried out a review
of the Group’s unaudited interim results for six months ended
30 June 2010 in accordance with the Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the
Entity” issued by the HKICPA.

Publication of interim report

This interim report is published on the websites of the
Company (www.bawang.com.cn), irasia (www.irasia.com/
listco/hk/bawang/) and the Stock Exchange’s website (www.
hkex.com.hk).
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