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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 total revenue of the Group for the first half of 2011
(“1H2011”) was RMB439.8 million, representing a decrease of
52.7% as compared to the first half of 2010. The Group has
recorded a loss of RMB294.9 million for 1H2011 as compared
to the profit attributable to the shareholders of RMB147.1
million in 1TH2010. Please refer to the Financial Review section
of this interim report for details of the operating performance of
the Group.

The Directors would like to indicate that in the first half of
2010 (“1H2010”"), the Group was operating and developing
its businesses under normal conditions. The results that
we achieved for 1H2010 were generally in line with the
management’s expectation. Ever since the dioxane incident
in July 2010, the Group has made enormous efforts in an
attempt to recover from and mitigate the negative impact on
its businesses arising from such incident. Consequently, the
operating results of the first six months in 2011 of the Group
significantly declined when compared to the same period in
2010.

Towards the end of 2010, the Group started planning for a
brand revitalization programme for recapturing brand equity,
and identifying and stabling new sources of brand equity for
Bawang branded portfolio along the lines of Bawang and
Royal Wind branded series (#E MEBREMME). We started
communicating with the distributors and retailers for seeking
their inputs, and streamlining the level of the inventories in the
channels.
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Management Discussion and Analysis

TEEBFRRRS W

In early 2011, the Group commenced a changeover
programme for inventories of three selected Bawang branded
(FEME) products series in the channels three phases
starting from major retailers and distributors in the modern
trade channel to the distributors in the low-tier cities. The
programme was almost completed by the end of July.

In June 2011, we announced the launch of three core Bawang
branded product series viz. the Enhanced Anti-hair Falling
series ( FHARARBA AR ZE %), Hair Blackening series (S5 %7%)
and Nutri-repairing series (% %%1]) respectively, with a theme
to promote the proactive concept of “prevention is always
better than cure”.

The first one is an enhanced version of Anti-hair Falling series
(BIRRE %)), which has the functionality of preventing young
consumers from suffering premature hair falling caused by
the increased pressure and pace in life. Mr. Jacky Chan (X
BE) has been appointed as the brand ambassador for this
series. In addition, Mr. Jacky Chan (X&) wil continue to be
the brand ambassador for Bawang brand (% T & ) image.
In line with the personal image of Mr. Jacky Chan (X&) as
representative of Chinese “Kungfu (31X )” culture, we believe
that he will successfully portray the brand image of Bawang as
representative of traditional Chinese herbal medicine.

The remaining two are Hair Blackening series (&S5 %7%I)
and Nutri-repairing series (/% %7%|), which mainly target
at consumers for the purpose of preventing grey hair and/
or relieving problems arising from chemical dyed and permed
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hair. To effectively promote and display the natural and healthy
image of the two Bawang branded shampoo series (T
Z51|), the Group appoints “Korean Top Beauty” movie star
Ms. Kim Hui Seon (£Z%) as the brand ambassador for
the two brand-new product series. We intend to extend the
market to also cover female consumers. The Group also rolls
out extensive promotional and publicity programmes through
television, newspapers, magazines and the internet.

As of 30 June 2011, the Bawang brand (¥ L f k%) distribution
network comprised around 577 distributors and 45 KA
retailers, covering 27 provinces and four municipalities.
Furthermore, the products are sold in Hong Kong, Macau,
Singapore, Myanmar, Thailand, Malaysia, Brunei, and the
products were also successfully launched in Australia.

Of the four original Royal Wind Chinese herbal anti-dandruff
shampoo series (iBEZE7%]), we have enhanced one of the
series into “Fresh and Energetic Shampoo series (/& %&&E 1
WEE2 2% )”. We have also rolled out two new product series,
namely “Anti-itch Shampoo series (&F45 IHEEEE5)” and
“Aqgua-nourishing shampoo series ( Z UK E S Z 51 )”, which
are targeted at young and fashionable consumers with dandruff
problem. We have appointed new generation pop music singer
Mr. Han Geng (¥2F%) as the brand ambassador for Royal
Wind (#&/&,) brand series for promoting the images of Royal
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Management Discussion and Analysis

TEEBFRRRS W

Wind (3B8/&) brand. With his energetic, healthy and fashionable
image, we believe that he would successfully portray the
brand personality of Royal Wind ( 28/ ) and increase its brand
awareness and recognition. In line with the brand positioning of
Royal Wind (#&/&), we strategically select the publicity channel
through the modern medium such as internet, public transport
TV commercials, mobile phone messaging, etc.

As of 30 June 2011, the Royal Wind brand ((BEMmE)
distribution network comprised approximately 496 distributors
and 43 KA retailers, covering 27 provinces and four
municipalities. Furthermore, the products are sold in Hong
Kong and Singapore.
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As of 30 June 2011, the Litao (BE7&) brand distribution
network comprised approximately 416 distributors, covering
26 provinces and four municipalities. The successful launch of
the Litao (/&) range of enhanced products has signified a
successful extension of the Group’s shampoo business to the
mid-low end segment in the PRC market which satisfies the
demands of consumers and achieves the Company’s goal to
expand the consumer market.

In relation to Chinese herbal skincare products series, Herborn
(AREE ), aims at white-collar females aged between 25 and
45 who have high purchasing power and pursue a healthy
and natural lifestyle. The internationally renowned celebrity
Ms. Faye Wong ( £3F) has renewed the contract with the
Group as the brand ambassador of Herborn brand ( AE & )
and will continue to help us promote the brand image. The
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Management Discussion and Analysis

EERBAWASN

Group has been re-appointed as exclusive sponsor of skincare
products to the Miss World Pageant China. Apart from
providing our Herborn Chinese herbal skincare products ( A"E
& Z7]) for the use of the contestants, we also conducted a
series of skincare seminars for the contestants to understand
the concepts and benefits of traditional Chinese medicine.
As of 30 June 2011, the Group successfully set up sales and
distribution networks comprised approximately 108 distributors
and 14 retailers covering 27 provinces and four municipalities
with 86 counters in department stores and/or hypermarkets
and approximately 2,100 counters in cosmetics specialty
shops in China. In addition, the products have exclusively been
sold at approximately 270 Mannings Stores in Hong Kong
since November 2010.

In relation to Chinese herbal beverage product series —
Bawang Herbal Tea (#BIJRZ), the Group continued to
expand its sales and distribution network in the first half of
2011. As of 30 June 2011, the distribution network comprised
approximately 480 distributors, covering 26 provinces and four
municipalities.

The Group has retained Mercer Consulting as our advisor to
enhance our business processes, and optimize the supply
chain and human resource management since May 2011. The
name of the project is known as “Stepping Stone”. The project
is in good progress.

So far this year, the Group has taken a series of strategic
measures specifically for each of our core brands as described
above. The Directors believe that such measures have
strengthened the foundation for recovery and development
of our business. Please refer to the Outlook section of this
interim report for discussions of plans and strategies for the
portfolio of our various brands.

According to a research report by Euromonitor in June 2011,
our range of products (including Bawang (%) and Royal
Wind (38/&)) continued to hold the largest market share among
all Chinese brands in the overall shampoo market in the PRC
in terms of retail sales in 2010 of approximately 7.2%. For
the Chinese herbal shampoo sub-segment, the market share
of our range of products was 35.8% and ranked No.1 in the
Chinese herbal shampoo market in the PRC. Accordingly,
our range of products has been in the leading position
consecutively for five years since 2006.
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In terms of the recognition gained by the Group, the
Guangdong Provincial Department of Science and Technology
has awarded the Certificate of New Hi-tech Product series for
the following products:

1. Bawang Anti-Hair Fall Shampoo ( T R 515K )
2. Bawang Hair Blackening Shampoo (F T B5 XI5 EK)

3. Royal Wind Anti-Dandruff Shampoo (iBEE/E X575

£z
2K )
gzg'." ety R o i W | O —rrmees i)
A " p o L] ol %
RS SmsRra FESSWERsa i St 5o E o]
i A iR g & 45
L) Ahad W (FA) dhad F ISR (P )
] EWE, FLAD AAACANAR A L nee, SUER SaNRANAR ‘l L W, ERN ALEARHAR \l
% & AN NN RN g % h FRANMERUTR AN ;': ‘_ii & FAMCERAENT BN AR |:.:
¥ a
“ o, AHAE(2001 ] o, ﬂ T AR REET1] Y, n | AT R ] g,
LR ¥ HEM =¥ LE & Bt
s \\ o : A 3
1 4 . i s
?tz; __ —m— ﬂ_é‘\;g =18 o= - -‘1’_{;;;,_ I =0 ]

In oversea market, we have consecutively been awarded
“Watsons Health, Wellness & Beauty Award” for three years
since 2009, and “CozyCot Holy Grail Beauty Awards” in
2011 respectively. Bawang Anti-hair Shampoo was chosen
as “Watsons Best Seling TCM Shampoo” and “Watsons
Best Herbal Hair Fall Control” in 2010. Bawang Shampoo &
Conditioner was chosen as “Watsons Best Herbal Hair-care”
in 2010. Royal Wind Hair Fall Control Shampoo was chosen as
“Favorite Anti Hair Loss shampoo” in 2011 by CozyCot.
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In January 2011, Mr Chen Qiyuan was recognised by the
Department of Culture of Guangdong Province in a provincial
intangible cultural heritage project as “Representative
Successor of Chinese Herbal Tea” ( [JRZIEE & R IEWME b
BEERRMEEERA] ).

In May 2011, the Group obtained an award of achievement
from the Bureau of Science and Information Technology of
Guangzhou for an extraction method developed by the Group
in dealing with ecliptic (2R2EE2FELEM).

In June 2011, the Group obtained a confirmation of attainment
of leading level from the Guangdong Light Industry Association
for a project in the application of ecliptic (2FE2EHHEILE
#7) in the anti-hair falling and hair regrowing into industrialisable
products.
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The Group has been appointed as a committee member of
China Quality Assurance Council for a one year from 8 June
2011 to 7 June 2012.

For good development of the industry, we have established
a joint research laboratory with the Guangzhou University of
Chinese Medicine to study the pharmacological efficacy of
Chinese Herbal Medicine-based consumer products since
June 2011.
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Management Discussion and Analysis

EERBAWASN

These achievements serve as recognition of the Group’s strong
capability in the research, development and industrialization of
Chinese herbal medicine.

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 which will be
a further testament to the recognition and breakthrough in our
research and development of the Company.

Recent Events

We are of the view that the contents in the relevant magazine
article published by Next Magazine on 14 July 2010 are
defamatory of the Group and/or amount to malicious
falsehood. Therefore, we have commenced legal proceedings
in the High Court of Hong Kong against Next Magazine
seeking, inter alia, damages and an injunction to restrain
Next Magazine from publishing such contents or similar
contents. The legal proceedings against Next Magazine are still
continuing.

Financial Review

Revenue

During the period under review, the Group’s revenue amounted
to RMB439.8 million, representing a decrease of 52.7% as
compared to RMB930.8 million in 1H2010. The sales decline
in TH2011 was principally attributable to the substantial decline
in the sales of the Group’s shampoo products in the first half
of 2011 as a result of and in connection with the “dioxane
incident” as disclosed in the announcement of the Company
dated 14 July 2010. But such sales decline was partially offset
by the increase in sales of two branded products, viz. Bawang

N=P/ Y

Herbal Tea (T /725 ) and Herborn (AEE ).

The Group’s core brand, Bawang (#F#T ), generated
RMB146.7million in revenue, which accounted for 33.4% of the
Group’s total revenue for TH2011, and represented a decrease
of 79.4% as compared to 1H2010.
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The branded Chinese herbal anti-dandruff hair-care series,
Royal Wind (i ), recorded a revenue of RMB84.8 million
in 1TH2011, which accounted for approximately 19.3% of the
Group’s total revenue, and represented a decrease of 54.6%
as compared to 1H2010.

The branded Chinese herbal drink of the Group, Bawang
Herbal Tea (FEJRZL), recorded a revenue of RMB118.3
million in 1H2011, which represents approximately 26.9% of
the Group’s total revenue. As Bawang Herbal Tea (FE LR
%) was launched in April 2010, the total revenue generated
for 1H2010 and 1H2011 by this branded products may not be
directly comparable.

The branded Chinese herbal skincare series, Herborn (7
HE) generated a total revenue of RMB38.8 million, which
accounted for approximately 8.8% of the Group’s total revenue
for 1H2011, and represented an increase of 2938.0% as
compared to 1H2010. Herborn was launched in December
2009.

The nature-based branded shampoo and shower gel products
series, Litao (/&) generated RMB48.5 million in revenue,
which accounted for approximately 11.0% of the Group’s total
revenue for 1H2011, and represented an increase of 146.2%
as compared to 1H2010. As the new product series of Litao
(BE8/E) were rolled out in October 2010, the total revenue
generated for TH2010 and 1H2011 by this branded products
may not be directly comparable.

Smerry (F3E A ) generated a total revenue of RMB2.7 million,
which accounted for approximately 0.6% of the Group’s total
revenue for TH2011.
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We were selling our products through extensive distribution
and retailer networks. During the period under review, sales
to our distributors and retailers represented approximately
86.3% and approximately 13.7% of the Group’s total revenue
respectively.

Our products are sold in Hong Kong, Macao, Singapore,
Myanmar, Thailand, Malaysia and Brunei. Our products were
also successfully launched in Australia in 1TH2011. The sales to
these markets outside the PRC accounted for 2.8% of our total
revenue for TH2011.

Cost of Sales

Cost of sales for 1H2011 amounted to RMB302.8 million,
representing a decrease of 2.8% compared to RMB311.7
million for 1H2010. Such change was mainly due to the
decrease in sales volume of shampoo products, but partially
offset by the increase in sales volume of three branded
products, namely Herborn (A& & ), Litao ( 8% ) and Bawang
Herbal Tea (# R4 ), and the provision of RMB74.5 million
for write-down of inventories.

Gross Profit

During the period under review, the Group’s gross profit
decreased to RMB137.0 million, representing a decrease
of 77.9% as compared to RMB619.2 milion for 1H2010.
The gross profit margin decreased from 66.5% for 1H2010
to 31.2% for 1H2011. Such decline was mainly due to the
increase in the provision for write-down of inventories, the
decrease in the sales of shampoo products to modern trade
channel from which the profit margin is generally higher than
that of the other channels, and the increased proportion of
herbal tea products in the product mix as the profit margin of
herbal tea is lower than that of HPC products.

Selling and Distribution Costs

Selling and distribution costs increased to RMB458.6 million
for 1H2011, representing an increase of 20.0% as compared
to that for 1H2010. Such increase is due to the increased
cost for the promotion of our Bawang Herbal Tea ( 8 E/R4%),
the advertising expenses of Royal Wind (#&/& ) and Bawang
(8L ) new series, and the additional costs for sales and
marketing promotional campaigns in relation to the restoration
of consumer’s confidence in the Group’s products after
occurrence of the “dioxane incident”.
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Administrative Expenses

Administrative  expenses for 1H2011 amounted to
approximately RMB44.7 million, representing a decrease
of approximately 16.3% as compared with approximately
RMB53.4 million in the same period in 1H2010. Such decrease
was mainly due to the decrease in non-capitalizable research
and development expenditures, option share-based payments,
partially offset by the increases in salary, traveling and meeting
expenses, and recruitment fee.

Loss from Operations

The Group recorded an operating loss of RMB363.6 million
for 1H2011, as compared to the operating profit of RMB186.2
million for 1H2010. The Group’s operating margin decreased
from 20.0% for 1H2010 to -82.7% for 1H2011. The decrease
was mainly due to the decrease in sales, increase in the
proportion of costs of sales over the revenue and the increase
in operating expenses.

Income Tax

The Company had an income tax credit of RMB57.6 million
for 1H2011 as compared to income tax expenses of RMB36.1
million for 1H2010.

Provision for Inventories

Our accounting policy prescribes that inventories are stated at
the lower of cost and net realizable value (“NRV”). In the event
that NRV falls below cost, the difference is taken as provision
for inventories. As at 30 June 2011, the amount of provision for
write-down of inventories was RMB85.3 million (31 December
2010: RMB10.8 million). The Group recognised a loss of
approximately RMB74.5 million for six months ended 30 June
2011 in respect of the write-down of inventories to their net
realisable value, which have been included in cost of sales as
mentioned above.
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Loss for the Period Attributable to the Equity
Shareholder

As a combined effect of the above, the Group recorded an
attributable loss of RMB294.9 million for 1H2011, as compared
to the attributable profit of RMB147.1 million for 1H2010.

Subsequent Events

On 26 July 2011, the Company has granted the 1,380,000
share options (“Options”) to certain employees to subscribe
for an aggregate of 1,380,000 ordinary shares of HK$0.10
each in the capital of the Company (“Shares”) under its share
option scheme (“Scheme”) adopted on 20 May 2009. The
Options shall entitle its holders to subscribe for an aggregate
of 1,380,000 Shares upon exercise of such Options at an
exercise price of HK$1.310 per share. The Options granted
are exercisable in five equal tranches of 20% each per annum.
Subject to the terms of the Scheme, the first tranche shall
be exercisable anytime after the first anniversary of joining
the Group. The remaining four tranches shall be exercisable
anytime after the next four successive anniversaries.

Outlook

So far this year, the People’s Bank of China has raised
the reserve requirements repeatedly for six times and
the benchmark interest rates repeatedly for three times.
Nevertheless, China achieved a 9.6% GDP growth in 1H2011.
The Directors believe that the Chinese economy is still in
good shape. We could see that the consumer sentiment and
demand for high quality products are robust and that there is a
rising trend that many people are now looking for a natural and
healthy lifestyle. Based on our core competences and unique
competitive advantages in Chinese herbal shampoo and other
Chinese herbal household and personal care products, the
Group should be able to take advantages of this opportunity
to recover our business, and to increase our revenue by
offering high quality premium products to consumers. We
have discussed the recovery and development efforts which
we have made so far this year. We will continue to execute
the plans that we have designed. Below is an outline of our
business development plans and strategies for the rest of
2011:
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For Bawang ( %8 £ &%) branded products series, leveraging
on various recognitions and accreditations granted to the
Group by different government organizations, we will continue
our work to strengthen the awareness and understanding of
the general public on the profound culture, applications and
benefits of traditional Chinese medicine. We will flexibly utilise
these publicity and promotional opportunities for the goodwill
and brand image of Bawang (X ). In order to achieve this
purpose, we intend to use the commercials which are long
enough to deliver the entire message. We will strategically
broadcast the commercials through modern medium such as
internet, public transport TV, and mobile phone messaging,
which helps us reduce advertising costs and at the same time
reach our target segment.

The focus of our marketing efforts now turns to growth rate.
To optimize the efficiency of our retailers and distributors
thereby increasing growth rate, we will make use of the Sales
Automation Management System (“SAMS”), which enables the
Group to gather the transparent first hand information about
the sales trend of our products, monitor the inventory level in
the channels, and supervise the activities of our local sales
staff.

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 into new areas, to deepen the penetration of the
existing established regional markets, particularly those regions
that have not yet been well explored by the Group, to boost
the sales to the same retailer and distributor, and to expand
the revenue stream through the launch of enhanced products
and/or product series with new brand image so as to expand
the coverage of market segments and hence increase sales
revenue.

For the Royal Wind Chinese herbal anti-dandruff shampoo
series (BRE7%)), apart from enhancement and expansion of
product portfolio as mentioned in the Business Review section,
the Group intends to deepen the penetration of the existing
established sales channels and to expand the assortment of
products at the points of sales so as to increase the market
share. We will continue to expand the distribution network for
Royal Wind brand (i&/@ ) so that the market coverage can be
on the same level as the Bawang brand (%L ). We strive to
build up this brand as another leading Chinese herbal shampoo
within the next few years.
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For the Herborn Chinese herbal skincare products series (A%
BEZ7), we can see that Herborn has started building up
its brand loyalty among consumers. We will continue to build
up its brand image and brand recognition through setting up
counters in department stores, hypermarket and dedicated
shops. We will continue to invest in advertising and marketing
campaigns to strengthen the brand loyalty. To broaden the
revenue base, we target to set up around 3,000 counters
through our distributors in cosmetics specialty shops on a
nationwide basis in the PRC by the end of 2011. 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 the next few years.

For Bawang Herbal Tea (2 L /R4%), we will continue to expand
the sales network into new areas and we plan to deepen the
penetration of the existing network that has already been
established. In the next stage of developing the market, we
intend to sell our products through modern trade channels.
We also intend to penetrate into new market channels such as
restaurants, schools, sports centers and internet café. While
we believe that this business segment will become one of our
revenue contributors this year, we will strive to further increase
the revenue generated from this business segment.

In relation to the launch of new products, the Group will mainly
focus its efforts to strengthen its existing portfolio of brands as
mentioned above. We would therefore postpone our plans for
launching brand new product lines for the time being.

The Group will continue with its plan to lease a new production
premises located in Baiyun District, Guangzhou with an
estimated site area of 75,000 square meters. Installation
and fittings works of phase one are in the final stages of
completion. We estimate that the aggregate annual production
capacity for shampoo products, hair-care products, and
skincare products is approximately 100,000 metric tons upon
completion of this phase.
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The Group will continue with its plan to lease another
production plant in Huadu District, Guangzhou, for its herbal
tea business. The construction work of the site is in progress.
We expect that the new plant would be available for our
installation and fittings of machinery and equipment around
2013.

The Group set up the Chinese herbal plantation in Guangdong
Province in 2010 and it has started receiving its yield of
Chinese herbs since 2011. The Group is now replicating its
agricultural practices for training and development of farmers
on how to maximize output in herbs field cultivation. As
the results are satisfactory, the Group is looking for more
sites in other places in China for setting up additional herbal
plantations.

In terms of our development plan in overseas markets, the
Group will continue to explore the possibility with potential
distributors for launching our branded products to other
countries. Bawang Herbal Tea (#F £/R2%) is expected to be
rolled out in Singapore in late 2011 or early 2012. The Group
is open to explore all business opportunities with potential
overseas distributors.

The Company does not have any outstanding acquisition
opportunity in hand. Currently, the Company will not actively
explore opportunities that may involve potential acquisition.

The Group will continue its Stepping Stone project to make
organization-wide efforts for enhancing its management
efficiency and effectiveness so as to lay down a stepping stone
for transcending the Group into a new horizon.
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Looking forward, we will make use of our core competencies
and specialty in traditional Chinese herbs to research, develop,
and design high-end 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 multi-
product and multi-brand strategy, aiming to become a global
leader of branded Chinese herbal HPC products operator and
to bring the best returns to our investors.

Liquidity, Financial Resources and Capital
Structure

The Group adopts conservative financial management policies
and maintains a good and solid financial position. A summary
of liquidity and financial resources is set out below:
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30 June 2011 31 December 2010

BHE_T——F HE_T—TF
~NA=1+8 +Z—A=+—H
RMB in million RMB in million
ARBBEETT AREBET
Cash and cash equivalents 875.0 1,186.5
RekReEEMER
Total bank and other borrowings' — 209.8
RIT R H A& SRR
Total assets 1,497.7 2,033.4
MEE
Gearing ratio® — 10.3%
BERBER?
Note: - Fa
1. The borrowings were wholly denominated in US Dollars. 1. BRBEAERTEE -
2. Calculate as interest-bearing borrowings divided by total assets. 2. Rt BEERNEEBEE -

Material Acquisition and Disposal

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

The operations of the Group are mainly carried out in the PRC,
with most transactions settled in Renminbi. The reporting
currency of the Group is Renminbi. The Group has exported its
goods to Hong Kong and certain Southeast Asian countries.
The transactions were settled in either Hong Kong Dollars or
United States Dollars. The Group’s cash and bank deposits
are mostly denominated in Reminbi. The Company will pay
dividends in Hong Kong Dollars if dividends are declared. In
addition, the Group paid certain advertising fees in United
States Dollars or Hong Kong Dollars. The Directors are of
the view that the Group conducts its business transactions
principally in Reminbi and thus the exchange risk at the
Group’s operational level is not significant. As at 30 June 2011,
the Group had not issued any material financial instruments
or entered into any material contracts for foreign currency
hedging purposes. However, the Directors will continue to
monitor the foreign exchange exposure and is prepared to take
prudent measures such as hedging when required.

Contingent Liabilities

The Group had no material contingent liabilities as of 30 June
2011.

Capital Commitment

As of 30 June 2011, the capital commitment of the Group was
amounted to RMB86.6 million.

Pledge of Assets

The Group had no pledge of assets as of 30 June 2011.
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Human Resources

As of 30 June 2011, the Group employed approximately
11,200 employees (including staff members and contract
personnel) in the PRC and Hong Kong. Total personnel
expenses, comprising wages, salaries and benefits, and
equity-settled share-based payments, amounted to RMB114.0
million for TH2011.

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

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

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

Management Consulting Company

We have retained Mercer Consulting as the Group’s advisor to
enhance business processes, optimize the supply chain and
human resource management since May 2011.
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Consolidated Income Statement

B ft B m K

For the six months ended 30 June 2011 — unaudited

(Expressed in Renminbi)

BEZ——FA=THIEAER — REER

(RAARMFIR)

For the six months ended 30 June
HEXNA=+THL~EA

Note 2011 2010
B & —E——F —E-ZF
RMB’000 RMB’000
AR® T AR T
Turnover EHERE 5 439,843 930,810
Cost of sales 55 KA (302,826) (311,658)
Gross profit ER 137,017 619,152
Changes in fair value less costs EMEEN R BER
to sell of biological assets HEXANEH B 1,596 -
Other revenue H At Y 25 1,275 —
Other net (losses)/income Hh (F518), WA F 8 (237) 2,634
Selling and distribution costs HE KD iEK AR (458,557) (382,063)
Administrative expenses THEA (44,737) (53,435)
_(Loss)/profit from operations mEBR) ey (363,643) 186,188
Finance income B s A 6(a) 14,348 1,712
Finance costs 7% & A 6(a) (3,154) (4,717)
_Net finance income/(costs) MBBA(BB)F®E 6@ 1,194 (3,008)
(Loss)/profit before taxation BRETSH A (EE)
25 F 6 (352,449) 183,183
Income tax credit/(expense) FTERIEI, (X ) 7 57,593 (36,067)
(Loss)/profit for the period AATIEREBEAEN
attributable to the equity B (EER), BA
shareholders of the Company (294,856) 147,116
(Loss)/earnings per share BR(EE)BA
(RMB yuan) (AR¥T) 8
Basic BN (0.10) 0.05
Diluted i3] (0.10) 0.05

The notes on pages 29 to 62 form part of this interim financial
report. Details of dividends payable to equity shareholders of
the Company are set out in Note 18(a).

F20EEMNMERADHAU KRS
— &  BNARRERFTEAKREDN

FIBENHE18@) °
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Consolidated Statement of Comprehensive Income

AR A W am R

For the six months ended 30 June 2011 — unaudited
(Expressed in Renminbi)

HE-_Z——FX AZ+BHLEANEAR — REEZ
(AANREIR)

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

2011 2010
—E——fF —E-ZF
RMB’000 RMB’000
AR¥FT T AR T
(Loss)/profit for the period AAFIEEFEAEMER
attributable to the equity (B8, =5
shareholders of the Company (294,856) 147,116
Other comprehensive income for Hi R H 44 W&
the period
Exchange differences on translation ME R BIEIINER 2 B HRE
of the financial statements of the FREARER =2
operations outside the PRC (13,587) (10,859)
Total comprehensive income AAREREEAEBLEHRA
for the period attributable to HEWEHE
the equity shareholders of the
Company (308,443) 136,257

The notes on pages 29 to 62 form part of this interim financial F29ZE62H MM FE R A HA B 75 3R 5 &Y
report. — B
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Consolidated Balance Sheet

aftEERBEBEX

At 30 June 2011 — unaudited
(Expressed in Renminbi)

W-E——FAA=+8 — REBX

(AARKSIR)
At 30 June At 31 December
2011 2010
Note R-ZB——F RZE—ZF
M 5 ANB=1+H +=-A=+—8
RMB’000 RMB’000
ARE T AREF T
Non-current assets kREBEE
Property, plant and equipment LEI Y= 9 149,244 60,136
Prepaid advertising fee BNEEEH 8,948 2,437
Biological assets EMEE 10 2,024 —
Deferred tax assets RIERIEE B 80,232 27,089
o oa0mes 89,662
Current assets REBEE
Inventories ey 11 121,008 84,216
Biological assets EMEE 10 190 —
Trade and other receivables B 5 N E KGR E 12 242,240 440,060
Pledged deposits IR TR 13 - 220,000
Cash and cash equivalents BehkIRaeEED 14 875,021 1,186,544
Income tax recoverable U BB FT 18 R 18,794 12,892
1287288 1,943,712
Current liabilities REBARE
Trade and other payables B 5 R EMENRIE 15 210,522 228,793
Bank loans and overdrafts RITEREBX 16 - 209,787
Amounts due to related parties FE < B Bk 5 BB 20(b)(i) 2,486 3,363
_Netcurrentassets rEBEEFE 1044245 1,501,769
Total assets less HWEERARBARE
current liabilities 1,284,693 1,591,431

The notes on pages 29 to 62 form part of this interim financial
report.

SE29E 62 B B M 5 /5 AN 1 HA B A% ¥
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Consolidated Balance Sheet

EHEEARSE

At 30 June 2011 — unaudited
(Expressed in Renminbi)
RZTE——FXNA=1TH — REE%
(AANREIR)

At 30 June At 31 December

2011 2010
Note R=—B——F RZE—ZF
iik=a ~A=+H +-A=+—8

RMB’000 RMB’000
ARBT R AR T T

Non-current liabilities kRBEE

Deferred tax liabilities ELHRAE 2,031 2,031

Net assets EEFE 1,282,662 1,589,400

Capital and reserves EXR#E

Share capital [i% Z< 18(b) 256,380 256,380

Reserves Gk 18 1,026,282 1,333,020

Total equity P 1,282,662 1,589,400

Approved and authorised for issue by the board of directors of KRR EEEER_ZE——F )\ A
the Company on 28 August 2011. T+ N\ BHEREERE -
Director Director
5= 2
CHEN Qiyuan WAN Yuhua
BRSO ExE

The notes on pages 29 to 62 form part of this interim financial F2OFE2EMMFAARNFTHYEREN
report. — &1 -
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Consolidated Statement of Changes in Equity
it 1 @

(Expressed in Renminbi)

Z \ II\I:III\

2 B K

for the six months ended 30 June 2011 — unaudited

BE_T——FXA=THLEARER — REEX

(AAR®ZR)
Attributable to equity shareholders of the Company
KARREHEE AR
Retained
earnings/
PRC (accumu-
statutory lated
Share Share reserves Capital Merger Translation losses) Total
capital premium H reserve reserve reserve  BEEA/ equity
RA& RARE AERE BARE GfRE EifE (RHESR) BREH
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 18(b)) (Note 18(c)) (Note 18(e)) ~ (Note 18(d)) (Note 18(f) (Note 18(g))
(Bsk1gp)  (Biatise)  (Bistisl)  (Hizt18()  (Hiztis()  (FiE18(g)
Balance at RZB-2F
1 January 2010 -B-B&# 256,134 1,342,774 49,887 6,435 8,468 4,846 365,688 2,034,232
Changes in equity for BE-E-3F
the six months ended ~A=TH
30 June 2010: LREAREEE
Total comprehensive income  Ei iR A Wi a4 %
for the period - - - - - (10,859) 147,116 136,257
Dividends declared during BRERNRE
the period (Note 18(a)) (FiE18(a)) - - - - - - (216,108) (216,108)
Equity settled share-based NEHEE ,% MR H
transactions (Note 17) FTRR
(it ttw) - - - 5,393 - - - 5,393
Balance at 30 June 2010 R=-Z-ZFXA=1H
and 1 July 2010 kR=Z2-25tA-H
e 256,134 1,342,774 49,887 11,828 8,468 (6,013 296,696 1,959,774
Changes in equity for BE-2-%%
the six months ended +=-A=+-H
31 December 2010: EREAERES
Total comprehensive income B A NG B E
for the period - - - - - (7638  (265087)  (272,725)
Dividend declared during BARAERNKE
the period - - - - - - (1016000 (101,600
Share issued under share RIBE R 85T
option scheme ol30) 246 5,865 - (5,180) - - - 931
Equity settled share-based B té m,éi“ 0kn
transactions (Note 17) R (M#17) - - - 3,020 - - - 3,020
Balance at R-E-ZF
31 December 2010 and +=A=+-8k
1 January 2011 “E--%-f-H
3 256,380 1,348,639 49,887 9,668 8,468 (13,651) (69,991) 1,589,400
Changes in equity for HE-®--%
the six months ended AAZTHIEARER
30 June 2011: BEEH:
Total comprehensive BrEakansE
income for the period - - - - - (13,587) (294,856) (308,443)
Equity settled share-based AR EENRD
transactions (Note 17) SRR S (WEE17) - - - 1,705 - - - 1,705
Balance at 30 June 2011 R=-Z-—-%
NAZTREH 256,380 1,348,630 49,887 11,373 8,468 (27,238)  (364,847) 1,282,662

The notes on pages 29 to 62 form part of this interim financial

report.

%207 62 8 K0 W 4 7K 7B 41 75 98 £
— 515 -

Interim Report 2011 =& — —F rh Hif &

27



Condensed Consolidated Cash Flow Statement

BAASHE T RE X

For the six months ended 30 June 2011 — unaudited
(Expressed in Renminbi)
HE_Z——FRA=ZTHIEARNER — REEZ
(AANREIR)

For the six months ended 30 June
HEXNXA=THIL~EA

2011 2010
—E——F —E-ZF
RMB’000 RMB’000
AR® T AR T T
Cash generated from operations &E&FHELNES (240,377) 250,669
Income tax paid ENREHR (1,452) (50,392)
Net cash (used in)/generated KREFH (A BEEW
from operating activities B FHE (241,829) 200,277
Net cash used in investing RETHMABESTE
activities (72,775) (138,617)
Net cash generated from/(used in) BEFHELE (FFA)W
financing activities ReFHE 6,102 (224,158)
Net decrease in cash and ReRRESEBYRD FE
cash equivalents (308,502) (87,498)
Cash and cash equivalents R—B—-HWEE&R
at 1 January REZEEY 1,186,544 1,742,523
Effect of exchange rate EXHRBEHSEERSNE
fluctuations on cash held (3,021) (6,807)
Cash and cash equivalents RARA=ZTHHRER
at 30 June REZEEY 875,021 1,698,218

The notes on pages 29 to 62 form part of this interim financial
report.

F2OE2AEMMERATHYHRE M
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Notes to the Unaudited Interim Financial Report
NS el e =

(Expressed in Renminbi)

(AAREZIR)

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 28 August 2011.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2010 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 2011 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 2010 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”).
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Notes to the Unaudited Interim Financial Report

K AE TR MR

(Expressed in Renminbi)
(AAREZIR)

30

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 2010 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 2010 are available
from the Company’s registered office. The auditors
have expressed an unqualified opinion on those financial
statements in their report dated 28 March 2011.

Changes in accounting policies

The IASB has issued 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 developments are
relevant to the Group’s financial statements:

o IAS 24 (revised 2009), Related party disclosures

° Improvements to IFRSs (2010)

The developments related primarily to clarification of
certain disclosure requirements applicable to the Group’s
financial statements. These developments have had no
material impact on the contents of this interim financial
report.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.
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Notes to the Unaudited Interim Financial Report

K AE TR h R MRS

(Expressed in Renminbi)

(AAREZIR)

Accounting policies for new transactions
and events

The Group has applied the following accounting policy in
accounting for the biological assets in the interim period:

Biological assets

Biological assets are measured at fair value less costs
to sell, with any change therein recognized in profit or
loss. Costs to sell include all incremental costs directly
attributable to the sale of the biological assets, excluding
finance costs and income taxes.

Segment reporting

The Group manages its business by a mixture of both
product lines and geography. 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 presented the following three
reportable segments:

o Hair-care products (mainland China and overseas)

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

o Herbal tea products (mainland China)
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Notes to the Unaudited Interim Financial Report

K AE TR MR

(Expressed in Renminbi)

(AAREZR)

4 Segment reporting (continued)

32

(a) Segment results, assets and liabilities

For the purposes of assessing segment
performance and allocating resources between
segments, the Group’s senior executive
management monitors the results attributable to
each reportable segment on the following bases:

Revenue and expenses are allocated to the
reportable segments with reference to sales
generated by those segments and the expenses
incurred by those segments or which otherwise
arise from the depreciation or amortisation of assets
attributable to those segments. However, other
than reporting inter-segment sales of herbal tea
products, assistance provided by one segment to
another, including sharing assets, is not measured.

The measure used for reporting segment profit is
“adjusted (loss)/profit from operations”. To arrive at
adjusted (loss)/profit from operations, the Group’s
(loss)/profit is further adjusted for the items not
specifically attributed to individual segments, such
as directors’ remuneration and other head office or
corporate administration expenses. The Group’s
senior executive management is provided with
segment information concerning segment revenue
and segment (loss)/profit. Segment assets and
liabilities are not reported to the Group’s senior
executive management regularly.

4
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Notes to the Unaudited Interim Financial Report

K AE TR h R MRS

(Expressed in Renminbi)
(AANE®IR)

4 Segment reporting (continued) 4 2 EBERE ()

(a) Segment results, assets and liabilities (a) PHBER FERARAE)
(continued)
Information regarding the Group’s reportable HEZ——FR_T—FTF
segments as provided to the Group’s senior NA=ZTHIERER - B@M
executive management for the purposes of resource AEBSAATERERHEZ
allocation and assessment of segment performance BRPEERDHRRTMHZA
for the six-month periods ended 30 June 2011 and EEAFRED B2 ER D RIH
2010 is set out as below: R

Skin-care and other household

Hair-care products and personal care products Herbal tea products Total
EHRER EERAMRABARRER RREM At
For the six months ended For the six months ended For the six months ended For the six months ended
30 June 30 June 30 June 30 June
HEARAZTRIEAEAR BERAZTHIERER HERA=TRIEAEA HEA AZTRIEAEAR
2011 2010 2011 2010 2011 2010 2011 2010

=§—-% -2-3F =%$--§ ~%T-3IF =-%-—F "3-3F =%--F " 3F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARETR ARBTR ARMTR  ARMTR ARETT ARMTE ARETR

Reportable segment  TRE 5 HUA

revenue
Revenue from external ~ REINAEF

customers ZWA 248,209 889,669 73,318 32,139 118,316 9,002 439,843 930,810
Inter-segment revenue S ERIHEKA 1 - - - 4,253 - 4,254 -

248,210 889,669 73,318 32,139 122,569 9,002 444,097 930,810

Reportable segment T % 5 &

(loss)/profit (B8)/ &7
Adjusted (loss)/profit FEER

from operations (B8),/%F (242,075) 206,588 (70,436) (3,279) (43,904) (8,237) (356,415) 195,072
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Notes to the Unaudited Interim Financial Report

K AE TR MR

(Expressed in Renminbi)
(AARMEZIR)

4 Segment reporting (continued) 4 DEHE @

(b) THERESBBRARERD

(b) Reconciliations of reportable segment

34

revenue and results

Revenue

HIiE
A

For the six months ended 30 June
HEANA=TRHIEANEAR

2011 2010
—E——F —E-TF
RMB’000 RMB’000
AR® T AREFIT
Reportable segment revenue A #E o E U A 444,097 930,810
Elimination of inter-segment revenue & $5 & 4 &F R Ut A (4,254) -
Consolidated turnover Bt 439,843 930,810
Results @
For the six months ended 30 June
HEANAZTAHLEANEA
2011 2010
—EB——fF —ZE-TF
RMB’000 RMB’000
ARET T ARETF T
Reportable segment (loss)/profit AIsRE HEB(k51E),
il (356,415) 195,072
Elimination of inter-segment profits 8 & 9 30 R s A (1,382) —
Changes in fair value less costs to EMEEQARBER
sell of biological assets HE KA
HEER 1,596 —
Other revenue H fth Uk 25 1,275 -
Other net (losses)/income Hib(F58),/
WA F (237) 2,534
Unallocated head office and corporate 7k 7 # > 42 B &2 A 7]
expenses THRAX (8,480) (11,418)
Finance income B B WA 14,348 1,712
Finance costs W5 E A (3,154) (4,717)
Consolidated (loss)/profit before EOBRELAT (B 1B),
taxation = A (352,449) 183,183
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Notes to the Unaudited Interim Financial Report

K AE TR h R MRS

(Expressed in Renminbi)
(AARMTIR)

4  Segment reporting (continued) 4 DERE @
(c) Geographic information (c) WEZFH

The following table sets out information about the
geographical location of (i) the Group’s revenue from
external customers and (ii) the Group’s fixed assets
and non-current portion of prepaid advertising fee
(“specified non-current assets”). The geographical
location of customers is based on the location at
which the services were provided or the goods
delivered. The geographical location of the specified
non-current assets is based on the physical location
of the asset, in the case of property, plant and
equipment, and the location of the operation to
which they are allocated, in the case of the non-
current portion of prepaid advertising fee.

TREFNONEAEBREIDE
P EY A R (i) A &R B A [ FE B
ERF—FRE IS TEN
BEER(EENERDE
EDMHEER - REMME
@ RBREREIRNE
MR EBTE - EEMERD
BEMMBMNENRELEEER
BAEME(MBYE - BE
BE)RKEXEBAEVLE
(B —FRIHHBHHTE
NESBR)MET -

Revenues from Specified
external customers non-current assets
PRS0 ON EEMIERBEE
For the six months ended
30 June At 30 June
HEANA=TRHIEAEAR RANA=+H
2011 2010 2011 2010

—T——F —ZT-TF =ZEBE——F —ZT-TF
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR®ETIT AR®BTRT ARETT

_PRO (place of domicile)  HE(HEEs) 427595 888839 155226 47527
Hong Kong B 7,591 29,852 2,966 4,301
Singapore s 709 7,425 = —
Malaysia p i - 3,131 - —
Myanmar e 442 660 - —
The United Arab Emirates B Bt g - 903 - —
Thailand EE 2,602 — = —
Australia SR F 28 904 — = —

e 12,248 417t 2966 4,301

439,843 930,810 158,192 51,828
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Notes to the Unaudited Interim Financial Report

K AE TR MR

(Expressed in Renminbi)

(AAREZR)

36

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 each significant category of revenue
recognised in turnover during the respective periods is as
follows:

E 3

AEBETZREHERBEERRE
BAREER  BREELRESE
moAEBRE_ZT-—TFRARHK
ERBEERREMER -

EXRBEATFHENERMNEE
BE 2XBTEEEETRMEM
HEN XM EMEEN -

EXEHEAREXBETERNSH
EABABROESENT

For the six months ended 30 June
BEANA=+THIEAREAR

2011 2010

—E——F —E-TF

RMB’000 RMB’000

ARETRT AREFIT

Hair-care products EEER 248,209 889,669
Skin-care and other household EEREMKA

and personal care products B A &R E R 73,318 32,139

Herbal tea products R E W 118,316 9,002

439,843 930,810
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Notes to the Unaudited Interim Financial Report

K AE TR h R MRS

(Expressed in Renminbi)
(AARMTIR)

6

(Loss)/profit before taxation

(Loss)/profit before taxation is arrived at after charging/

BR It 15 B Al

(B18), &R

BRATSHAT(BR), aFE Mg,

(crediting): (FFA) T &E
For the six months ended 30 June
HENAZTHIEAEA
2011 2010
—E——fF —E=-FF
RMB’000 RMB’000
AR¥T T AREFIT
(a) Finance income and (a) MBKARER :
costs:
Finance income B s A
Interest income on bank deposits IRITF R B A (7,216) (1,712)
] Net foreign exchange gains BAMEFR A
,,,,,,,, Suptotal A& (4348 (1712
Finance costs B 7% & A
Interest on bank borrowings RITE T B 3,154 1,338
Bank charges on bank RITERFEE
borrowings - 2,016
Net foreign exchange losses EHBRFRE = 1,363
I Subtotal MNEC 3154 4717
Net finance (income)/costs B (W), B8R
)= (11,194) 3,005
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K AE TR MR

(Expressed in Renminbi)

(AAREZR)

6

38

(Loss)/profit before taxation (continued) 6 BRFFEHA(EBE) &R
(&)
For the six months ended 30 June
HEXNA=Z+THILEAEA
2011 2010
—E——F —ZE-TF
RMB’000 RMB’000
AR¥ET T ARBT T
(b) Staff costs: (b) EIRAE :
Salaries, wages and other Fe IEBR
benefits H b 1@ A 109,274 52,436
Equity-settled share-based NESEENRND
payment expenses (Note 17) S ERMEE17) 1,705 5,393
Contributions to defined REHBERKEE
contribution retirement plan = 3,045 2,620
114,024 60,449

Staff costs included directors’ remuneration.

Pursuant to the relevant labour rules and regulations in
the PRC, the PRC subsidiaries participate in a defined
contribution retirement benefit scheme (the “Scheme”)
organised by the local authority whereby the PRC
subsidiaries are required to make contributions to the
Scheme based on certain percentages of the eligible
employee’s salaries. The local government authority is
responsible for the entire pension obligations payable to
the retired employees.

The Group also maintains a Mandatory Provident Fund
Scheme (the “MPF Scheme”) for all qualifying employees
in Hong Kong. The Group’s and employee’s contributions
to the MPF Scheme are based on the relevant income
of the relevant employee and in accordance with the
requirements of the Mandatory Provident Fund Schemes
Ordinance and related regulations.

ETIXRABHEEEHE -

RETFBEBEBESDRUNRM - F
B ELR2EEMBAEFIRL
B 5T 1 5KOR K48 A At & (R[5
g gt PENBRARAKAE
EREEFELMNE T AN A&
EELER - T BRAHMPEER
BRREEXNE2HBEARE -

AEBENRAMEEEAERERR
HRFMEAEEE(TBE DA
g - REBH MBS F ERD
LREBRRE AEEMHEESYEA
WA ESNAEBEAELHR -
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K AE TR h R MRS

(Expressed in Renminbi)
(AARMTIR)

6 (Loss)/profit before taxation (continued) 6 KRFABHA (&R, &A
(&)
The Group has no other obligations for payment Br Bl RN - REBIWEEM A
of retirement and other post-retirement benefits of EEERKEMEREERHEID
employees other than the contribution described above. o

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

2011 2010
—E——F —ZE-TF
RMB’000 RMB’000
AR® T AREFIT
(c) Other items: (c) HfiER :
Depreciation e 6,460 3,831
Auditors’ remuneration 1% R B & 300 700
Cost of inventories* T & /A" 302,826 311,658
Reversal of impairment loss for BERERRERIE
bad and doubtful debts (537) (286)
- Cost of inventories includes RMB17,368,000 and RMB19,020,072 for y FERABEBRE_T——FR_F—
the six months ended 30 June 2011 and 2010 respectively relating to TENA=ZFTHLEANAEABEEIXNA R
staff costs and depreciation, which amounts are also included in the EABHZIES R A RE17,368,0007T

respective total amounts disclosed separately above or in Note 6(b) for

R AR%19,020,07270 * ABFKEIRD
each of these types of expenses.

A £ 33k BT RE6(0) 18 B 45 B2 79 % 4R B S 48
28 o
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K AE TR MR

(Expressed in Renminbi)

(AAREZR)

7

40

Income tax (credit)/expense

Income tax (credit)/expense in the consolidated income
statement represents:

PRIGH(EM) B %

EHEBERRANMEHR(EN),F

IR

For the six months ended 30 June

BENHA=THIEAEA

2011 2010
—E——F —E—TF
RMB’000 RMB’000
AR¥T T ARETT
Current tax — PRC income tax BESiE —PEMRE
Provision for the period BN S - 24,945
Over-provision in respect of NEFEZFIROBIE
prior periods B (509) -
Current tax — Hong Kong BEIHE —FEBRE
income tax
Provision for the period BN S - 2,681
Over-provision in respect of NEFEZFTIROBIE
prior periods B (3,942) -
Deferred tax EERIE
Origination of temporary differences TR ERENEE (53,142) 8,441
Income tax (credit)/expense FrEBGEM) Bx (57,593) 36,067

(@)

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 income tax rate of 25% with
effect from 1 January 2008.

In accordance with the Implementation Rules 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. The applicable income
tax rate of Bawang Guangzhou in 2010 was 12.5%.

(a)

REFASHENRBRELES
MARAI RO AREEBAH
MREEMABRIESHN
ERMAEH -

B-ZTZEN\F—-H—HE &K
SENTEMBARBEE
MYBRRB(THERM])E
A — B P 15 B B R 25% 8
B o

RER-_ZZENFE—H—HH
BERHCHBEERAFTE)
(TEEMRBHRZE]NERFT
NBEH T - BEEMADA
BER_ZTTERFE_ZT-F
FHEZAIM2 =R+ IHH
BEE —E-TFHFEENM
ZERPERBER12.5% °
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K AE TR h R MRS

(Expressed in Renminbi)

(AAREZIR)

7

Income tax (credit)/expense (continued)

Bawang Guangzhou qualified as a new and high
technology enterprise in 2009 and the qualification is
valid for three years from 2009 to 2011. Therefore,
Bawang Guangzhou is entitled to a preferential
income tax rate of 15% in 2011.

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%.

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. The group did not make provision of
withholding income tax for the six months ended
30 June 2011 since the PRC subsidiaries, both
Bawang Guangzhou and Bawang Beverage,
incurred losses during the interim period.

The provision for Hong Kong Profits Tax was made
by Hong Kong Bawang International Trading Limited
(“Bawang Trading”). Its applicable income tax rate is
16.5%.

7 FREBOGEM) B

BIBNR-_ZZNFHAE
REMRMEE  ZEBN
EENEFE_T——F=FRA
B -El  BEEMA-F
——FERI%BNEBMEH
BE o

AEEZ—HF BB AR
F(FBE)KHERAR(THE
KR _E-—ZFEEMK
Mo BERBZBERAEHRER
ER25% °

REREMEBRABRIES -
B-ZZENE—-HA—HE Kk
FREGROBEREK - SR E
CEINEBEEEDWNBINK
BEARKRETEKEB AR
i A ) B B 10% TR0 AT 1%
B REBEAMEFTSHRER
BRZH  REBRLNRE
EWMRFETEMNMERRTE
R25% S B R ZmMB A
AR ERREEFEK B A
A # AR BB BOR TR A B A R
5% - AR P ENB LR (2
BIENMEBIRMGEE
EBE AUAEERBEE_—F
——FXA=TRHIEREAH
MR BETIRBINAAEMR ©

BAEANGHEBEIBREESRT
BERESERAG(ELE
21tk EERAFSEHEE
516.5% ©
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K AE TR MR

(Expressed in Renminbi)

(AAREZR)

8

42

(Loss)/earnings per share

(a) Basic (loss)/earnings per share

The calculation of basic loss per share is based on
the loss attributable to ordinary equity shareholders
of the Company for the six months ended 30 June
2011 of RMB294,856,000 (profit for six months
ended 30 June 2010: RMB147,116,000) and the
weighted average of 2,907,820,720 ordinary shares
(six months ended 30 June 2010: 2,905,000,000
ordinary shares) in issue during the interim period.

(b) Diluted (loss)/earnings per share

The calculation of diluted loss per share for the six
months ended 30 June 2011 does not assume the
exercise of the Company’s share options as the

effect is anti-dilutive.

The calculation of diluted earnings per share was
based on the profit for six months ended 30 June
2010 of RMB147,116,000 and the weighted
average number of ordinary shares (diluted) of
2,914,719,869 after adjusting for the effect of
deemed issue of shares under the Group’s Pre-IPO

Share Option Schemes.

8

BR(EBR)BF

(a)

(b)

SKEX(BR) 27

BEREABEDIBREEZE =
TE——FNA=+HIA
@ A H M A RA R T EARE
AR BAERLEBARK
294,856,000 L (B E-_T—F
FRAZTHIEARBEAEF
AR #147,116,0007T) * M 8
B BT IR N9
2,907,820,720 & st B (F = =
TE—ZFFRNA=ZFTHIEANE
A :2,905,000,000% E@A%) °

SREWT(ER) B
7 2 2 7 R AR AL
AHE - FAEHERE S

——FXRA=THIXEAH
BEREEEER  YERE
RABERENTTHE

EREERFNIBBEHE=F
—ZEFNA=THLEAEAR
A A R #147,116,000 7T © K
AERANRERAFREEAE
PRt EI R WR AE BITRG
B 52 218 00 3 i AR N 19 &
(B # 58)2,914,719,869 f% &t

s
= o
ZAr
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K AE TR h R MRS

(Expressed in Renminbi)

(AAR®SR)
9 Property, plant and equipment 9 ME -BMEK®ME
Office
equipment
Motor and others Construction
Buildings Machinery vehicles WAZE inprogress Total
EE BE ERIE RERHM ERIE Fo
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARETR ARETT ARETn ARETR ARET:
Cost: KA
At 1 January 2011 R-Z2-——%-f—-A 5,494 42,725 13,969 22,533 993 85,714
Additions NE 16 5,455 584 14,572 75,000 95,627
Disposals W - - (466) (30) - (496)
At 30 June 2011 R-E-——F~A=1H 5,510 48,180 14,087 37,075 75,993 180,845

Accumulated depreciation: 2HHE:

At 1 January 2011 W-E-—%-F-B By (12773 (7.471) (5,550) - (25,578)

Charge for the period BRE IR (129) (2,184) (1,201) (2,952) - (6,460)

Written back on disposals RERED - - 419 18 - 437
AS0dune2011 R-F-—%rAZTR on _ (4%rn | (ros8) | BAg4) S (31,601)

Carrying amount: REE:

At 1 January 2011 R-2-——%-f—-A 5,410 29,952 6,798 16,983 993 60,136

At 30 June 2011 R_T-—Fx A=+H 5,303 33,223 6,134 28,591 75,993 149,244
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K AE TR MR

(Expressed in Renminbi)

(AAREZR)

10 Biological Assets

44

Biological assets represent the growing herbs in the
cultivation base located in mainland China.

10 £EWEE

EYEERBURNTEAENEE
HEEREMPELE -

At 30 June At 31 December

2011 2010

R=ZZ——Ff MZE—FF

~NA=t+H +ZA=+—H

RMB’000 RMB’000

AR¥T ARBFIT

At 1 January mn—H—8 — —
Changes in fair value less costs to sell A 7t BB 5 & A A

BWEHES 1,596 —

Plantation expenditure 1 618 —

At 30 June RANA=+H 2,214 _

Non-current portion ERB 2,024 —

Current portion BB 5 190 —

At 30 June RNA="+H 2,214 _

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

Biological assets were stated at fair value less costs to
sell as of 30 June 2011 as estimated by an independent
appraiser using the net present value approach whereby
projected future net cash flows were discounted to
provide a current market value of the biological assets.

The discount rates used in the valuation of the biological
assets in mainland China as at each balance sheet date
were based on the market-determined pre tax rate.

BEXHERUEERRBNER
FEENKABRERET  EH R
B oBEEREATL EHMNKEHEE
FRAREMBERERKA o

R-ZEBE——FXA=THHNEYE
ENLRRBERIFEEKRAETE
B HEERABIOFMGEEAE
BETDEETHF - R EMAES
EMEENEBEETIGER - YA
BRI FRERELEITITR - PAFH
BZEMEENRTTISER -

ERARBLESEEEABERATEH
RENEYEEFHNFIRE -
LA H T 35 )R TE B9 A5 Al ) RS B 2R
T -
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K AE TR h R MRS

(Expressed in Renminbi)
(AARMTIR)

10 Biological Assets (continued)

The principal valuation methodology and assumptions
adopted are as follows:

° The present condition of a biological asset excludes
any increases in value from additional biological
transformation and future activities of the Group
such as those related to enhancing the future
biological transformation, harvesting and selling; and

o Estimated future net cash flows are referenced to
past experience from the management and historical
records.

10 EYEE @)
FEFAEREN ETEFENREBRZR N

EMEEMBAIRETNBIER
R UA TS B R T 5E B (E /] & B
12E - fIIEESN E B
SN SR S 2R A] BE B A T O
REARKREDE(L  WEKH
EEMANED -

AREKFRERENTBAZET
B E B A R R A R ARRE A
BE 2 AR % o

11 Inventories 11 £ &
(a) Inventories in the balance sheet (a) REHBABHERERE :
comprise:
At 30 June At 31 December
2011 2010
R=—TB——F RZE—FF
~A=+H +=—A=+—H”
RMB’000 RMB’000
AR®T T ARBEFT
Raw materials R4 25,227 12,552
Work in progress TR 14,233 6,229
Finished goods 2K dm 57,875 40,987
Packing materials BEYE 19,068 19,527
Others HAh 4,605 4,921
121,008 84,216

Interim Report 2011 — & ——Eh iR E 45



Notes to the Unaudited Interim Financial Report

K AE TR MR

(Expressed in Renminbi)
(AARMEZIR)

11 Inventories (continued)

(b) The analysis of the amount of
inventories recognised as an expense
and included in profit or loss is as

follows:

11 #E®)

(b) EHANBALEBRBER
MERKFISHMT :

For the six months ended 30 June

BHERNA=THILREHA

2011 2010

—E——F —E-TF

RMB’000 RMB’000

ARET T AREFIT

Carrying amount of inventories sold EEFERAEE 228,289 311,658
Write down of inventories R T EBEER 85,348 -
Reversal of write-down inventories JRE T B R (10,811) -
302,826 311,658

12 Trade and other receivables

12 EFG R EfMEWRRIE

At 30 June At 31 December
2011 2010
R-E——F RZZE—FF
ANA=+H +=ZA=+—H
RMB’000 RMB’000
AR Tt ARBETF T
Trade debtors and bills receivable H 5 R IE KRR R 87,576 314,481
Less: allowance for doubtful debts B R ERE A (M FE12(b)
(Note 12(b)) (1,255) (1,792)
86,321 312,689
Prepayment for purchase BERMAEMNZRE
of raw materials 8,784 2,656
Prepayment for purchase BEERTEEBEMNKEA
of fixed assets 17,477 18,478
Prepaid advertising fee BENESEA 114,510 87,021
Other receivables H A g W R IE 15,148 19,216
242,240 440,060
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K AE TR h R MRS

(Expressed in Renminbi)
(AARMTIR)

12 Trade and other receivables (continued) 12 ES R EfhEWEE @)

The credit terms granted by the Group to customers
generally range from 30 days to 90 days. Generally, all

AEBEGETEPNERH KN
FI0HEWQH - —RM=E * MAE

of the trade and other receivables are expected to be S RkEMERRBEIEERAR —FAYW
recovered within one year. [@ o
(@ An ageing analysis of trade debtors and bills (@) RIEBASTHE S ERKIE
receivable by due date is as follows: REREBERRSTAT -
At 30 June At 31 December
2011 2010
R=-—ZE——F RZZE—ZF
~A=1TH +=-A=+—8H
RMB’000 RMB’000
AR®ET T AR T
Current Bl ER 63,374 278,427
Less than 3 months past due #8123 D R B1E A 18,704 29,798
More than 3 months but less than BEZN3E AR
6 months past due D R61E A 3,913 5,130
More than 6 months but less than BHEZReE AR
12 months past due D 12E A 1,059 553
More than 12 months past due 0 B % 1218 A 526 573
87,576 314,481
Less: impairment loss for B REEREEE
doubtful debts (1,255) (1,792)
86,321 312,689
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K AE TR MR

(Expressed in Renminbi)

(AAREBIITR)
12 Trade and other receivables (continued) 12 ESREMEBEWRIIE®E)
(b) The movement in the allowance for impairment in (o) BEEE S EWIENRERE
respect of trade debtors is as follows: SEOT
At 30 June At 31 December
2011 2010
R=B——%  R-T-TF
AA=1H +=—A=+—8
RMB’000 RMB’000
ARET ARBFT
Balance at 1 January R—A—B8&E# 1,792 1,650
Impairment loss recognised EHERBEEE - 149
Uncollectible amounts written off packiz RO g I e - (7)
Reversal gl (537) -
Balance at 30 June/31 December RANA=Z+8/
t+t=RA=+—H
) 4 54 1,255 1,792
. ETy
13 Pledged deposits 13 17K
The balance as at 31 December 2010 represented R-ZF—FF+=H E"':_ A # 45
the bank deposits of RMB220,000,000 pledged by BRIEHE RN A BERITEM DT
Bawang Guangzhou in favour of China Merchants Bank (H‘E??-‘Tﬁ%f TEMD T AZEA
Guangzhou Branch (“*CMB Guangzhou Branch”), in P& 2 17 A B R IR AT K 4 18R AT
respect of the bills payable accepted by CMB Guangzhou 173X A K #220,000,0007T ° &% ##
Branch. Such pledged deposits were released upon the RZF-——F A=+ =-BHBT
payment of the bills payable by Bawang Guangzhou on BN S A B IR 1 R IR R AR B o

48

22 June 2011.
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K AE TR h R MRS

(Expressed in Renminbi)
(AANE®IR)

14 Cash and cash equivalents 14 RERBFEEZEEY
At 30 June At 31 December
2011 2010
R-—TB——F RZE—ZTF
AA=TH +=-RA=+—H
RMB’000 RMB’000
AR¥T T ARBF T
Deposits with banks within BEEZXBRE=Z@ANRN
three months to maturity BIEREEITEHER
when placed 414,503 614,976
Deposits with banks within six months B 73k B #£ /N @ A K
to maturity when placed FEMRITE TR - 60,000
Cash at bank and in hand RITHEBRIR® 460,518 511,568
875,021 1,186,544
15 Trade and other payables 15 & 5 K Hth B FRIE
At 30 June At 31 December
2011 2010
R=-B——#F% RZZT—ZF
~NA=1H +=-—A=+—H
RMB’000 RMB’000
AR®T T AR T
Trade payables 2 5 ENHIE 42,040 58,673
Receipts in advance T8 W Fk IR 49,079 57,460
Promotion fee payable JERTHEE B A 36,036 33,092
Accrued payroll ENIE 18,859 18,525
Derivative financial instruments MTELmMTE - 3,757
Other payables and accruals H b BT RIE R EET & A 64,508 57,286
210,522 228,793
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(Expressed in Renminbi)
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15

16

50

Trade and other payables (continued)

The credit period granted by the suppliers ranges from 30
days to 90 days.

Included in trade and other payables are trade creditors
with the following ageing analysis of the balance sheet
date:

15

B 5 R H A A FRIE ()

RHEREETHEAMEN TR E
90H °

f’f%&ﬁﬁﬁﬁéﬁ%lﬁqjﬁﬁﬂ’\]%f%
JE < 3R REZEHREEBEDM
W%WWT-

At 30 June At 31 December
2011 2010
R-ZTB——F RZE—FF
~A=+H +ZA=+—8H

RMB’000 RMB’000

ARET T AREETF T

Due within 1 month or on demand 18 AN B Bk i@ A E & 32,069 40,390
Due after 1 month but within 3 months 1 1& A 12 1B 31& A A 3| HA 9,971 18,283
42,040 58,673

Bank loans and overdrafts

The balance as at 31 December 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 was repaid on 22 June
2011.

16

RITERREX

R-E—ZTFXA=ZTHNGEHE
EERERTEBDITHHEIER
SEER(EB)ARAR(HELE
B R HF R K B3.3%H K H
ER -ALEEER-_T——F~A
“TZHEEZER -
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K AE TR h R MRS

(Expressed in Renminbi)

(AAREZIR)

17 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.

Fair value of share options and assumptions

Weighted average fair value
at measurement date (HK$)

Share price (HK$) RE (B IT)
Exercise price (HK$) TEECET)
Expected volatility SR

Option life (in years) HEAREF H ()
Expected dividends TE AR R B
Risk-free interest rate 4 [, fgr )

AT E B T 1

17 LEREENRD XM

X5
EEeR TN \F+=-_A+B#
HEERAREERBRETE - R
—ETAFXNANB c AR A HIE
b AR 15 & X A B B AT B AR M AT
FRESE SAEEERERES
BREBETERARAZSAERE -
TELEERER TAARMEBE
=R A 4,200,000 & A A 7] f%
D ARAEEREEENEER
% 4 $£10,332,000/% & 2 & f% 15 &
R - REAAFBABEAIEAR
RN TRG  BXAFRABEENE
BREFESBETHERBRNDITEE
ABEBMBEIIBITUAFELT - E
REEMBES) K198 T - A
BREREE T HEE238BLiTE
50% (38 ATE L FI)) » BIBEH X AH
BEFBRETERENTHBER
TS F AR LT HEBE
—FERF  -FBAEBRENERZ
T—NFEXNANBRTE -

REBERELRRENAAEES
ERLBRENDIABENE - &
HEEREN DR BEDER AR
AfEET - BRENSOFHREZ
BRNGFE2H -

MERELAARERRR

nEBECET) 2.0

2.268
0.1or (3k) 1.134
52.8%

10

0%

2.84%
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K AE TR MR

(Expressed in Renminbi)

(AAREZR)

17 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 2011, equity-
settled share-based payment expenses amounting
to RMB1,705,000 (six months ended 30 June 2010:
RMB5,393,000) were recognised in the consolidated

income statement.

17

DIEmEEHNRG M
5 (&)
MREAABERMEE(S)

BEOREDRIEEANKEEEH+
RETRABERRBETFHER
HESME Lm AR ZHERERE
F)NBEFHEAKRETE - 8
AREXRDHEREHFELNREMR
Ao TEBEERRJROREAEYHA
REBEGFEEARE -

IR S T BB - 5t
EREXNORERETEHENAA
EBER X RZEBZIET - T 5K
WUER IR T R AR HE O 4 R 5

REBEE-_T——FNA=ZTHLRN
@A EREGHEBEZRPERAMNU
EmGENROHINTHNRI &8
B AREA1,705000 (B E2E=-Z —
TENA=THLEAEA : AR
5,393,0007T) °
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Notes to the Unaudited Interim Financial Report

K AE TR h R MRS

(Expressed in Renminbi)
(AARMTIR)

18 Capital, reserves and dividends 18 BRA - REERRE
(a) Dividends (a) BRR
()  Dividends payable to equity shareholders of () BHBERAYHEEEMNR
the Company attributable to the interim period NAEEFAEANRKRE

For the six months ended 30 June
HEXNA=tHLAMEA

2011 2010
—E——F —E-TF
RMB’000 RMB’000
AR¥ET T ARET T
No interim dividend recommended RAPBHEERZT
and declared after the interim BREENMES
period for the six months ended BE_ZT——%
30 June 2011 (for the six months ANA=t+—81
ended 30 June 2010: DRIk
HK$1.5 cents per ordinary share) R EIR B
(Bz-2—%F
ANA=Zt+ALE
AEA Bk
LR EE1.500) - 38,063
No special dividend recommended RAPBHEERZT
and declared after the interim B/REENES
period for the six months ended HE-T——F
30 June 2011 (for the six months ANA=t+HLE
ended 30 June 2010: DRI
HK$2.5 cents per ordinary share) Rl AR B
(Bz=—Z2—%F
ANA=Zt+ALE
ANEA Bk
Lim kB 2.500) - 63,437
- 101,500
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K AE TR MR

(Expressed in Renminbi)
(AARMEZIR)

18 Capital, reserves and dividends (continued)

(a) Dividends (continued)

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

18

A~ B RIRE @)
(@) BRB (&)

R BRI AL I A AR A
Bl B AR AE
RFE RS

For the six months ended 30 June

BEAA=TRILAEA

2011 2010
—F——f —E-TF
RMB’000 RMB’000
AR%T R AREFT
No final dividend in respect of BHE-ZT—F
the previous financial year, NAZFTAHLE
approved and paid during the 7N E A & B R
interim period for SEHERIHH
the six months ended NEHHEEER
30 June 2011 Bz &
(for the six months ended (BT —%F
30 June 2010: NA=+AHLE
HK$4.25 cents per ANEA B
ordinary share) TR B EE4.2510) - 108,054
No special dividend in respect of BHE-ZT——F
the previous financial year, NAZTHLEE
approved and paid during 7N E A & A B R
the following interim A E R A
period for the six months ended NARREE
30 June 2011 (for the six months Rl AR B
ended 30 June 2010: (BT —%F
HK$4.25 cents per NAZTHLEE
ordinary share) ANEA B
L3 k8 1 4.2500) - 108,054
- 216,108
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Notes to the Unaudited Interim Financial Report

K AE TR h R MRS

(Expressed in Renminbi)

(AAREZIR)

18 Capital, reserves and dividends (continued)

(b) Share capital

Details of share capital are as follows:

18 IRA ~ EBERKE

(b) B
BAREDT -

No. of shares

(&)

Nominal value

RHEE HE
('000) RMB’000
(F) ARBEFT
Authorised: EE
Ordinary shares of HK$0.1 each R-ZE——F A
at 30 June 2011 and “t+BR=-ZT—ZFF
31 December 2010 +=ZRA=+—H
FROAE T
- § il 10,000,000 880,500
Ordinary shares of HK$0.1 each CER{TRHBEEFR0.1ET
issued and fully paid: EBR
At 30 June 2011 and RZE——F XA
31 December 2010 “+BERZZT—ZF
+=-A=+—H 2,907,821 256,380

(c) Share premium (c) BEXBRE
The application of the share premium account of ARRRAN R E RS ERXFH
the Company is governed by the Companies Law EHERAEKIER) IR
(Revised) of the Cayman Islands. The funds in the B RIBEBEBRNRED
share premium are distributable to the shareholders BHi%e - "RRIBEANEER
of the Company provided that immediately following BEKTHHANER - TAIE
the date on which the dividend is proposed to be RATEERAZERRARKRRE
distributed, the Company will be in a position to pay DK B °
off its debts as they fall due in the ordinary course of
business.

(d) Capital reserve (d) BXGEME

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 accounting
policy adopted in the 2010 annual financial
statements.

By AnrlEENERERT
Er B - BSERK T AN
RRABEERBR-ZS—ZFFE
F A5 R PR B B & 5 BUR R
BEARERETER
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K AE TR MR

(Expressed in Renminbi)

(AAREZR)

18 Capital, reserves and dividends (continued)

56

(e) PRC statutory reserves

(f)

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 their net profit (after offsetting prior year losses),
as determined under the PRC accounting rules
and regulations, to statutory general reserve until
the reserve balance reaches 50% of the registered
capital under the PRC Company Law and the
articles of association of the entity. The transfer to
this reserve must be made before distribution of
dividends to the equity shareholder.

Statutory general reserve can be used to make
good prior years’ losses, if any, and may be
converted into share capital by issuing new shares
to 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.

18 A& - RERKRE (@
(e) HE*EERM

()

PELAERMELIRER BT
BRI B2 AR 15 LA B 7K 62 [ 1
MEBARBERERMNARER
RY  -EERNHECETERE
MEFEEHE ©

BIBMRBERHTIRHTE
RSN E R - AR
BREERAER - B
HO M & 2 10%80 7% % 7 (58
MAEFENEBERR E—K
AERME  BEEREREESRES
TEARDERZEEN AR A
B2 T R M E A #950% 4
I - EREZREENAE R
FHAAD KB B ATHETT -

—RROATE R R R B IER A AT
FENEBE(WE)  NHaER
RIRE R A ANIRA R BHE
B REEHITHB - A
ERRBBRRERA  HETT
BRBTENERTIBIONE
& 7R E925% -

CRR

RZZEZELF+H=1+A8H -
AR Z2ENBRAIFEE S
LA [R] 55 B #& W 88 12,500,000
THBEITEMEBEE(ZH
HIERIRER M — K QA
B) o Atk T T BN AR A 5
Wi BHEENELZHES
BOFRERE -
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Notes to the Unaudited Interim Financial Report

K AE TR MM

(Expressed in Renminbi)
(AARMTIR)

18 Capital, reserves and dividends (continued)

(g) Translation reserve

Translation reserve comprises all foreign exchange
differences arising from the translation of the

19 Commitments

18 B ~ REERE @)

(o) ER W

EX FERERENIINESE
M BRRAEENEEMERL

financial statements of the operations outside the =5 o
PRC.
19 &IE
(a) Capital commitments outstanding at (a) R-E——FXA=1+H
30 June 2011 not provided for in the EEMEMBEREEPRBRD
financial statements were as follows: FHEEKIBEBWMT :
At 30 June At 31 December
2011 2010
R-ZZE——F RZE—FF
ANA=+H +=-—A=+—H
RMB’000 RMB’000
AR®T AREF T
Contracted for 2L 86,619 27,923

(b) At 30 June 2011, the Group’s total
future minimum lease payments under

b R=-TBB——FRXA=T+
H - &#KEATHBES

non-cancellable operating leases are HAEMHRRRERE
payable as follows: REWMT -
At 30 June At 31 December
2011 2010
R=-B——F RZE—FF
ANA=+H +-A=+—8
RMB’000 RMB’000
AR¥T T ARETTT
Leases expiring: AR THIHARE R E
Within 1 year 1FRN 2,526 3,224
Between 1 and 2 years 1224 2,343 3,048
Between 2 and 3 years 2E3F 1,030 2,864
Between 3 and 6 years 3%64F 327 814
Over 6 years 64 LA £ 1,640 1,694
Total 45T 7,866 11,644
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K AE TR MR

(Expressed in Renminbi)
(AARMEZIR)

19 Commitments (continued)

(b) At 30 June 2011, the Group’s total
future minimum lease payments under
non-cancellable operating leases are
payable as follows: (continued)

The significant leasing arrangements under
operating leases include the lease of the production
premises and office from Guangzhou Bawang
Cosmetics Co., Ltd. as set out in Note 20(a)(i).

20 Material related party transactions

58

During the six months ended 30 June 2011, the directors
are of the view that related parties of the Group include
the following individuals/companies:

Name of related party

Bss AR

Mr CHEN Qiyuan
PR RUR 55 4

Ms WAN Yuhua
EFELL

Guangzhou Qiancai Packaging
Materials Co., Ltd.
BNmEXBEMEERA G

Guangzhou Chenming Paper
Products Company Limited

BEMNERAERER ARG

Guangzhou Bawang Cosmetics Co., Ltd.
(“Guangzhou Bawang”)

BB SR ERAT(EMNEE])

Guangzhou Bawang International Hotel Co., Ltd.
(“Bawang Hotel”)
EMNBFEIEBRRXBEERATD(HEEREE]D

19 AIE @)

b)) R-ZB——FXA=T
H 2KEFTRBESE
HEEMAHRRREHES
#EmTE (8

REMEHEITNEZHELH
B 18 #7052 20(a) () &Y 7] & M
BItHmBERAREANE
ERENMRIE -

20 EXEBARS

BHE-_T——FXXA=1THILAXE
A EER/AEENEY LK
ATAL/ A :

Relationship with the Group
R 7% £ @ ) B R

Controlling Shareholder
P2 IR AR R

Controlling Shareholder
P2 IR AR R

Under the control of Controlling Shareholders’
close family member
X2 R AR BRI R ) B 5K BE X B 2

Under the control of Controlling Shareholders’
close family member
X122 PR A BRI R ) B 5K BE X B 2

Effectively 100% owned by the
Controlling Shareholders

R A% BR100% A A

Effectively 100% owned by the
Controlling Shareholders

R A BR100% B A A
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K AE TR h R MRS

(Expressed in Renminbi)

(AAREZIR)

20 Material related party transactions
(continued)

(a) Transactions with related parties

20 EXEBEL RS (@)

(a) ERMBATHIRH

(i) Production premises and office lease (i) SEBERHLEZEHSE
agreements s
Bawang Guangzhou, a wholly owned ETEM(AramEE
subsidiary of the Company, and Guangzhou MBARD REMBER
Bawang entered into a production premise and —EENF—H=Z+=H
office lease agreement on 22 January 2008, RINEERE R AENR
pursuant to which Bawang Guangzhou leased EthzE B - BEEM
from Guangzhou Bawang the production MENETHREEAET
premise and office building with a total floor 7816,735F J7 K 8 4 E R
area of 16,735 square metres. The term of the ERFAEETF o b1
lease under the agreement is 3 years with a ETRHHBE=_EZELF
fixed monthly rental payable of RMB184,083, +ZAmB®RER - A
commencing from 4 December 2007. =F BHAENEEE2

A AR #184,0837T °

On 21 January 2011, Bawang Guangzhou FTEMNREMNBEERZ
and Guangzhou Bawang entered into an T——F—A=+—8%
agreement pursuant to which the production MEZWEEEMRLD - A
premise and office lease agreement was HE _Z-—ZF+-_AMW
renewed for a term of three years commencing BREAH=F HerT
from 4 December 2010, at a fixed monthly 8 A A R#184,0837C °
rental of RMB184,083.

(i) Purchase of raw materials from related (i) ARABRAGBERMHE

parties

For the six months ended 30 June
HEANA=TRHIEANEAR

2011 2010
—e——% —z-zF
RMB’000 RMB’000
AR® T AREEFIT

Guangzhou Qiancai Packaging EMmEXREHE
Materials Co., Ltd. MEE R A A 690 1,896

Guangzhou Chenming Paper Products & /| & BR 4% &

Company Limited BR QA 4,254 6,348
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K AE TR MR

(Expressed in Renminbi)
(AARMEZIR)

20 Material related party transactions 20 EREHMAE RS (&)
(continued)
(a) Transactions with related parties (a) ERMBABHEH (E)
(continued)
(iii) Utilities expenses paid on behalf of the (iii) REKEZFHKEE
Group

For the six months ended 30 June
BESNA=+HIEREAR

2011 2010
—g——x —z—=
RMB’000 RMB’000
ARET AREFT
Guangzhou Bawang EIMNEE 1,613 2,626
(iv) Meeting and catering services provided (v BB AP RENEER
by related party ERERB

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

2011 2010

—E——F —T-TF

RMB’000 RMB’000

AR%T R ARBFIT

Bawang Hotel BETXNBE 2,242 —
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K AE TR h R MRS

(Expressed in Renminbi)
(AARMTIR)

20 Material related party transactions
(continued)

(b) Balances with related parties

As at the respective balance sheet dates, the Group
had the following balances with related parties:

() Trade and other payables

20 EXEBEL RS (@)

(b) 52 BRBK 75 Y # ER

MNEEER @ A& [E R
HEHRIT -

() BHERAMEFMNRT

At 30 June At 31 December

2011 2010

R=B——%  R-2—2F
AA=+H +t-A=t-A

RMB’000 RMB’000
ARE T AREF T
Non-trade related FE 5 HE
Guangzhou Bawang EMBE 863 1,978
Bawang Hotel FELTREBEE 1,291 —
Trade related HHE 5 EE
Guangzhou Qiancai Packaging EMmEXBE
Materials Co., Ltd. MEBRA A 44 290
Guangzhou Chenming EMNERK S
Paper Products BR QA
Company Limited 288 1,095
Total Bt 2,486 3,363
The above non-trade related balances are it B IEE 5B R R

unsecured, interest free and have no fixed
terms of repayment. As at 30 June 2011,
the balance due to Guangzhou Bawang
mainly represented the rental payable for
the production premise and the payable for
utility expenses due to Guangzhou Bawang
from May to June 2011. The balance due to
Bawang Hotel mainly represented the payable
for meeting and catering services rendered by
Bawang Hotel.

ARERR 22 HEETE
BRH - R-_T——FX
A=+8 ENEMNEE
WERTER-T—F
RERAENAASEEAAL
ESFmEREMNEBETH
HEEREMNEME T
KEE - ERNBERBE
WERTERENELTAX
BENEERERRD
= .
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K AE TR MR

(Expressed in Renminbi)
(AARMEZIR)

20 Material related party transactions 20 EXEBAR S (@)

(continued)

(c) Key management personnel (c) EEEBARTFM
compensation
Key management personnel are those persons FTEZEBEBEABRREXWAR
holding positions with authority and responsibility BT ARBERE - E3
for planning, directing and controlling the activities MEENEEEHAEEE S
of the Group, directly or indirectly, including the MAT BEASENES -

Group’s directors.

Remuneration for key management personnel of the AEBEFZEE A B/
Group is as follows: N

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

2011 2010
—E——F —ZE-TF
RMB’000 RMB’000
AR® T ARBT T
Short-term employee benefits EEEBERET 3,138 1,706
Contribution to defined contribution REHFEIREE
retirement plans HR 72 60
Equity compensation benefits f& 1 3 A4 1@ F 876 3,625
Total 5t 4,086 5,391
Total remuneration is included in “staff costs” (See HsEzE=T AIE TkA (R
Note 6(b)). Bt 3E6(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
23 to 62, which comprises the consolidated balance sheet
of BaWang International (Group) Holding Limited as of 30
June 2011 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 2011 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

28 August 2011
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Other Information

=

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

As at 30 June 2011, the Directors and chief executive of the
Company had the following interests and short positions in the
shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (Cap. 571 of the
Laws of Hong Kong) (the “SFO”), 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 that was 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

EENBSTH é%ﬁ@
E%&ﬁ\ﬁ%&@@ﬁ*
P IEENEE R AR

HE-—T——EXA=+RH BERA
ABFTERA B R A A T 5 E {7 M A

T

R

B (REFRBPER(FBEDEL71
B)IBFEBEE]) EXVEBREE)
B HEROEREREY HE
@RIEEZ LB GO FEXVEBET R FS
7 EPH AR TE B AN G AN A B Ko B P O A
B2 RAR(BRESFREZS LHAEK
PIZEEXREMABIEREENRERER
KR (D) IRIERE 77 K HI B 1R P 5 352
FRERECRARABTEFENELM
WHER KRR O BEEHEITA
EFETEFRINFRES (R ES
ADREAMEARRRREBB AN
mLORBIMT

pii

RELFHESG  HEKRGR R #
BPRZzHE

Number of
shares/ Approximate

underlying percentage of

share held issued
Name of director Class of Shares Nature of interest B3R AER share capital
EFERB B 45 %8 51 Ean="E K& A BFERES L
CHEN Qiyuan Ordinary Corporate (Note 1) 1,900,840,000 65.37%
BRSO TR AR (1)
WAN Yuhua Ordinary Corporate (Note 2) 1,900,840,000 65.37%
EERE E AR NCINQ 7))
SHEN Xiaodi Ordinary Personal 1,680,000 0.06%
AN TR EA
WONG Sin Yung Ordinary Personal 1,260,000 0.04%
"HER R EA
GUO Jing Ordinary Personal (Note 3) 1,680,000 0.06%
20 TR EA (FI5E3)
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H i & #

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 2011, so far as
known to any Directors or chief executive of the Company,
neither the Directors nor the chief executive of the Company,
had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of SFO) 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 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.

B &E -

1. JB#E Fortune Station Ltd. BFREUER &8 EZERTE
%I - BRERRE#48 A % B Fortune Station Ltd. FT#F
BRRMOER - BEENLBREUREE A
M E EE 1 Fortune Station Ltd. HY#E2E B 12

25 o

bl

g

2. /R#& Fortune Station Ltd. 48 & 2= K& fR BUR FTiE
%I - B EFE 8 A% B Fortune Station Ltd. FT#F
BRRMEOER - BRERNEBE EEWE A

MEREURAE Fortune Station Ltd. K #E2E i B 42

25 o

fm

&, MNENRBDREEREERBEERAME
ERERE B TN ERERENER

BRERBEBENABZIN BE-_FT——
FRNA=ZTH  BARREMNESHRK
BITRABMA BERTEFHERSARN
NAREHITHRAER XERARRHHE
E 1R 5E B (L7 5 M B R P EXVED
BRI ) MY~ RO SREERE

BB IRERE 7 RE R EXVEET R
870 BRI AR TE A M & AN A B K Bt 52 P Y
REIAR (BREFREZESFEME K
{7 3% BRSO E MR AE B R M
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Interests and Short Positions of Substantial
Shareholders of the Company

As at 30 June 2011, so far as known to any Director or chief
executive of the Company, shareholders (other than a Director
or chief executive of the Company) who had an interest
or short position in the shares or underlying shares of the
Company as recorded in the register that was required to be
kept pursuant to Section 336 of the SFO were as follows:

O REE L L £ VP
=]
BE_FT——FXA=18  BARA

TREEXAZSITHRABRM L TK
R(XRBEZTHHZRHTHRABRINR
RABBRDIAEERDDEEREE S
K EGRAI FIB6ERERELNFF
ENBRMANEDEIAR :

Approximate
percentage of

issued
Name of shareholder Nature of interest Number of shares share capital
RERERB ERME RGHHE HRED
Fortune Station Ltd. Corporate 1,900,840,000(L) 65.37%
Fortune Station Ltd. NC]
CHEN Qiyuan Corporate (Note 1) 1,900,840,000(L) 65.37%
BRSO AR (FEE)
WAN Yuhua Corporate (Note 2) 1,900,840,000(L) 65.37%
BERE ~aE (fizE2)
FIL Limited Corporate (Note 3) 182,414,000(L) 6.27%
FIL Limited 27 (fIEE3)

(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.

3. FIL Limited is the parent company of non-U.S. investment advisors, including
Fidelity Investments Management (Hong Kong) Limited.

L—fFR  s—#%A
P

1. BRERJR & Fortune Station Ltd. B ZE1TARANH
51.0%Em=HEA A  WH KR AR Fortune Station
Ltd. BAMRODPHEE#EZ - BEENRBR
BRI 4R A7 B EZEFE Fortune Station Ltd. A4
mREAER -

2. B XA Fortune Station Ltd. BEHITIRAR
49.0%E = HEA A - WH AR Fortune Station
Ltd. BAEMNROPHEEEZ - RERNERS
T EWAR ARFEREURTE Fortune Station Ltd. Ay
mREAER -

3. FIL Limited & —RIFEBREERBHEOZRA] -
BREEEES(BB)ARAR -
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Other than as disclosed above, as at 30 June 2011, the
Company has not been notified by any person (other than a
Director or chief executive of the Company) who had interests
or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept
pursuant to Section 336 of the SFO.

Share Option Scheme and Pre-IPO Share
Option Scheme

Share Option Scheme

The Company has adopted two share option schemes, a
share option scheme dated on 8 June 2009 (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 2011, no options have
been granted or agreed to be granted by the Company under
the Share Option Scheme.

BE_T——FXA=1+H BKRLEXAH
BEALZIN RABRBEEMAL (R
NRABEFHBZRITHRABRIN RAR T
Hﬁfﬁ%mﬁ%ﬂ&fﬁqﬂﬁﬁﬁﬁﬁ%m%&ﬁﬁf

GBI E3IEE ERAELRETFENE
AR ARNERIORE -
%ﬂx*& SRR BERLARAERE

788 AR HE AT &

B B

RAAGERKATREBRETSE - 14
RERZZEZNFANANBERDNER
i El ((ERESEDNERAREES
AIERESTS BN ERRES -
%:EE/\EWEEE\?E{ —EeEE AR
ARE REBEERREHGREAX
& ]IMJLtﬁ AeESsAERNRER

REBAGENMEERERMOHET - 8
EZE——FXA=1+H AQFEER
ERBERESSR THRAER TEM
BEARHE -
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Pre-IPO Share Option Scheme

B X 2 B 5% 55 A0 WS B Rt @

A total of 4,200,000 outstanding pre-IPO share options were RZZEZTNERNANA  NAR4 HE
granted to two executive Directors of the Company on 8 June ZHITE E A 4,200,000 89 & XA
2009, which remained unexpired and unexercised as at 30 HEERERE 22— ——F A
June 2011. The details are as follows: —tH ZEERERRIHARRET
£ - HEAMLMT -
Number of share options
BRHERE
As at As at Approximated
1 January Granted  Exercised 30 June percentage of
Exercise 2011 during during 2011 issued share capital
price (HKD) BE the period the period #BE of the Company (%) Exercise
Name of director Date of grant {7 —2——& il i) ZZ——% (KFLFERTEE  Period
EFER 2R (#7T) —A—H #FHE fTE®E ~A=tH HMESL%) THEHH
SHEN Xiaodi 8 June 2009 Par Value 420,000 — — 1,680,000 0.06% 4 July 2011 to 8 June 2019
N “ZTAF EE “T——ftAMAZE
~ANR —Z-A%&~ANR
Par Value 420,000 4 July 2012 to 8 June 2019
E{E “Z--F+tAMAZE
—E-NFEXANR
Par Value 420,000 4 July 2013 to 8 June 2019
HE “Z-—=F+tAMAZE
—Z-NE~ANR
Par Value 420,000 4 July 2014 to 8 June 2019
|E —Z-mE+AMAZE
ZE-nEXANB
WONG Sin Yung 8 June 2009 Par Value 315,000 — — 1,260,000 0.04% 4 July 2011 to 8 June 2019
HER “ZTAFE EE “T——ftAMNAZE
~ANR —Z-A%~ANR
Par Value 315,000 4 July 2012 to 8 June 2019
[l “ZT--F+AMAZE
—E-NEXANR
Par Value 315,000 4 July 2013 to 8 June 2019
HE “Z—=F+tAMAZE
—“Z-NE~ANR
Par Value 315,000 4 July 2014 to 8 June 2019
HE “Z-NE+AMAZE
ZE-nEXANB
Grand Total 2,940,000 - — 2,940,000 0.10%
RT8g
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Apart from the above, options totaling 10,332,000 shares
under the Pre-IPO Share Option Scheme were granted to 40
employees of the Group on 8 June 2009. As of 30 June 2011,
options totaling 1,843,800 shares had been cancelled as the
grantees of those cancelled options ceased to be employees
of the Group. Of which, options totalling 1,423,800 shares
had been cancelled during the period under review. As at 30
June 2011, there was a balance of unexpired and unexercised
options to subscribe for 6,927,480 Shares. Except for the
options which had been granted, no further options were
granted as at 30 June 2011. Details of the valuation of Pre-IPO
Share Option Scheme are set out in Note 17 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 values are subject to a number of
assumptions and limitations of the valuation model.

Purchase, Sales or Redemption on of the
Company’s Listed Securities

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

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 provisions
set out in the Code on Corporate Governance Practices
contained in Appendix 14 to Listing Rules during the period
under review.

Refer to the announcement of the Company dated 25
February 2011 with respect to certain previous continuing
connected transactions of the Company. In order to prevent

Bt AN EZZEZENAFNANE R
BEXR A ARBEENERETS - BHBF
10,332,000 Bk D M BB AR E X T AN &
E40%EE - HE-_ZT——F A=+
H - 4 $£1,843,800 % A% {5 &Y B8 A% 4% -
AAZSHEDEEREARESE THE
AEBMES - EPREBEHRN - 81
1,423,800 Ix 10 HY FE AR BE L HUB ~ Bl &2
—E——FXA=1+H AARIBIR
AT 2 B8 IR HE 82 BH 26,927,480 % ©
BRTLEREEREMERE BE-F
——&XNAZ1+H BETCANERER
B BAAREEABRESZNGE
ARATHREZEERIREEZT R
BRE M FE17 - ZGEMRE B AME
it  ERTAANZERSE  BXH
BERKXAR G -

BE - MEREE AR
trEs

R EEEERE - AN2A A =k HER B A F
MEEEXBRAQNREMN LEMES o

g
NN’/

TEEBERBRTA

ARARBARSAEENEEERK
FOMEFSERHLENRRERKD
XERN B EER -

REBEHA  NAR—BERA KRBT E
MR A S4B R E QTR T RIA
8 A ST RIRS -

IR A RN —_E——F_A=-1+H
BRI AMRBEERSEBRBS - A1t
BUSHENBFRELE - AA R 2 RIS
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the occurrence of similar incidents in the future, the Company
has taken steps to strengthen the internal controls over the
procurement, accounting and payment cycles of all transaction
with connected persons and to conduct training sessions
for its management teams so as to reinforce the importance
of compliance with the requirements of the Listing Rules
governing connected transactions.

Changes to Information in

Directors

respect of

In accordance with Rules 13.51B(1) of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the "Listing Rules"), the changes to information
required to be disclosed by Directors pursuant to paragraphs
(@) to (e) of Rule 13.51(2) since publication of the Company's
Annual Report 2010 up to 28 August 2011 (being the date of
approval of the Company's Interim Report 2011) are set out as
below:

Change in experience including other major
appointments

Mr. Chen Qiyuan has ceased to be a research fellow in the
Public Economics Academy of Peking University (1t AZRQ
HAEERFEH L) since 17 August 2010.

EMmEEBALRERZHEBIRKE
ABRRMFORBN A ZES - RHEE
EEGETHEI - LR BTHEBER S
MERE EWmARRNERNY -

EEEHHE

BRE(EBBERSFMBRARFESR LM
FAND(CETH AD]) #13.51B(1)fk -
B FI 3 AR RI2010F R HE £20114F8
A28B (ABRAADNR0MFHREE
RK)HM - ERERF1351QEF@ZE(E)
BREQERATERBEAHNESGNOT

FREERMNEREGRNED

PR BUR SE £ 720104 8 H17 B # 121X 4k
RABQAHRESIEFEHLERFE

=
E o
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Audit Committee

The Company has established the Audit Committee in
compliance with the 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. The Audit Committee also provides advice and
suggestions to the Board. The Audit Committee has reviewed
the interim results of the Group for the six months ended 30
June 2011 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 auditor, KPMG, has carried out a review
of the Group’s unaudited interim results for six months ended
30 June 2011 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.

BEREET
AAREREBBAR DA ERD DR

1 HY 75 %tm%ﬁﬁl(t A %#3.21
BREXNLEZZE® - ARAIHEE
ST EMARAFE3101) R EI10QR)E - &
T=ZBIUERTES - EFh (BB
MBEREENG BREEENTE
BECREEASENMEAREFM
NEBZEHHELMESSREEZLE
R -BREZEESECLHRFAEEERAR
BUGEMBRAARS TENAEEBEH
2-_ZET——FA=+HLEARNEARAZ
FPHIXSE VTEZESTHEERMN It
Sh AEBRMBIZEAE S B S EAD
EXNMERBBEHMASHBERNE
BEMIEEDF24105R [ B RN B L
ZERNE P BB ERNEN EHAEE
HE_T——FA=THLEAEAH
KRB P HAEEETEN -
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