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Management Discussion and Analysis

Business Review

The Directors reported that the total revenue of the continuing
operations of the Group for the six months ended 30 June 2017 was
approximately RMB107.1 million, representing a decrease of
approximately 20.9% from approximately RMB135.4 million for the
same period last year. The operating profit from the continuing
operations of the Group for the six months ended 30 June 2017 was
approximately RMB1.4 million, representing a decrease of
approximately 94.0% from approximately RMB22.6 million for the
same period last year.

For the six months ended 30 June 2017, the net profit from the
continuing operations of the Group was approximately RMB1.1
million, representing a decrease of approximately 94.7% from
approximately RMB21.2 million for the same period last year.

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

During the period under review, the Group was operating under the
value-chain-oriented business model which enabled the Group to
reduce the costs of sales, and administrative expenses.

To kick-start the corporate operational theme of the year “To quantify
with performance following the precise execution of plans”, a national
distributors meeting was held in January 2017 in Guangzhou to
introduce the new Bawang shampoo products, to explain the
Group’s investments in brand building and expansion of channels,
and to demonstrate the upcoming marketing campaigns and publicity
programs for the year. To further motivate the Group’s distributors
and sales team, incentive leisure travel scheme for the participating
distributors and internal staff members will be offered for free to those
who complete the predetermined sales target for a specified period.

In May 2017, the Group participated in the China Beauty Expo in
Shanghai, which is one of the key cosmetic industry exhibitions in
China. The expo provided a platform for the Group to promote its
various branded products in an international arena, to get hold the
latest development and trend in the industry in China and to explore
business opportunities with potential partners and distributors.
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Management Discussion and Analysis (Continued)

EEEN WK D (&)

To enhance the sales of Bawang branded products, extensive in-
store promotions were carried out on various festive days throughout
the period under review.

In the International Children’s Day on 1 June 2017, a joint promotional
program between the Group and a popular animated character
“Superwing” was carried out in the stores to enhance the brand
image of “Little King”, which is our branded personal and skin care
product series for children.

As at 30 June 2017, the Bawang brand distribution network
comprised approximately 609 distributors and 18 KA retailers,
covering 27 provinces and four municipalities in China. Furthermore,
the products of the Group were also sold in Hong Kong, Singapore,
Thailand, Malaysia and Venezuela.

During the period under review, the Group marketed Royal Wind
branded shampoo products with the new theme “Let’s chase for the
wind rather than wait for the wind”. As at 30 June 2017, the Royal
Wind brand distribution network comprised approximately 609
distributors and 18 KA retailers, covering 27 provinces and four
municipalities in China.

The Litao products mainly comprise shower gels and laundry
detergents, targeting consumers living in the second-tier or third-tier
cities in China. The Group’s goal is to widen the market coverage in
China. During the period under review, the Litao products were also
sold through cosmetic specialty shops throughout China. As at 30
June 2017, the Litao products distribution network comprised
approximately 609 distributors and two KA retailers, covering 27
provinces and four municipalities in China.

The Herborn Chinese herbal skincare product series targets white-
collar ladies in the age range from 25 to 45 who have relatively high
net incomes and are dedicated to pursue a healthy and natural
lifestyle. As at 30 June 2017, the sales and distribution network for
the Herborn Chinese herbal skincare products comprised
approximately 93 distributors and one KA retailer covering 27
provinces and four municipalities in China. The Group is also selling
the products at approximately 960 counters in cosmetics specialty
shops throughout China.
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Management Discussion and Analysis (Continued)

As at 30 June 2017, the Group has established online flagship stores
for our Bawang, Royal Wind, Herborn and Little King branded
products on 39 online retailing platforms in China. We will deepen our
efforts in the development of this channel.

During the period under review, we have obtained, renewed, and/or
in possession of the following certificates and/or accreditations:

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

— Bawang brand name was awarded as “Consumers’ Trusted
Brand” in the 2016 China Trendy Industry by the Information
Times News Agency in January 2017;

— three Bawang branded product series were recognised as “The
2015 New High-Tech Products in Guangdong” by the
Guangdong Provincial Bureau of Science & Technology for a
period of three years until the end of 2018;

— our production process for haircare and skincare products has
been certified by SGS with a validity period until July 2019 as to
mest the requirements of US FDA CFSAN by reference to
Cosmetic Good Manufacturing Practices (GMP) Guidelines
2008;

— our production process for haircare and skincare products has
been certified by SGS with a validity period until July 2019 as to
meet the requirements of 1ISO22716 by reference to Cosmetic
Good Manufacturing Practices (GMP) Guidelines 2007; and

—  the Bawang brand was recommended and recognised as a “China
Leading Brand” in the 22nd China Beauty Expo held in May
2017.
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Management Discussion and Analysis (Continued)

EEEN WK D (&)

Financial Review

Continuing Operations

Revenue

During the six months ended 30 June 2017, the Group’s revenue of
the continuing operations amounted to approximately RMB107.1
million, representing a decrease of approximately 20.9% from
approximately RMB135.4 million during the same period last year.
The decrease was primarily due to the decrease in purchase orders
from the distributors for the six months ended 30 June 2017.

During the six months ended 30 June 2017, the Group’s core brand,
Bawang, generated a revenue of approximately RMB87.5 million,
which accounted for approximately 81.7% of the Group’s total
revenue of continuing operations, and represented a decrease of
approximately 17.2%, as compared with the same period last year.

During the six months ended 30 June 2017, the Group’s branded
Chinese herbal anti-dandruff haircare series, Royal Wind, generated a
revenue of approximately RMB8.1 million, which accounted for
approximately 7.5% of the Group’s total revenue of continuing
operations, and represented a decrease of approximately 7.4%, as
compared with the same period last year.

During the six months ended 30 June 2017, the Group’s natural-
based branded shampoo, shower gel and laundry detergent products
series, Litao, generated a revenue of approximately RMB7.3 million,
which accounted for approximately 6.8% of the Group’s total revenue
of continuing operations, and represented a decrease of
approximately 35.2%, as compared with the same period last year.

During the six months ended 30 June 2017, the Group’s branded
Chinese herbal skincare series, Herborn, generated a revenue of
approximately RMB2.6 million, which accounted for approximately
2.4% of the Group’s total revenue of continuing operations, and
represented a decrease of approximately 73.6%, as compared with
the same period last year.

We sold our products through extensive distribution and retail
networks. During the six months ended 30 June 2017, sales to our
distributors and retailers represented approximately 86.2% and
approximately 13.8% of the Group’s total revenue of continuing
operations respectively.
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Management Discussion and Analysis (Continued)

During the six months ended 30 June 2017, our products were also
sold in Hong Kong, Singapore, Thailand, Malaysia and Venezuela.
The sales to these overseas markets outside China accounted for
approximately 4.2% of our total revenue of continuing operations
during the six months ended 30 June 2017.

Cost of Sales

During the six months ended 30 June 2017, cost of sales amounted
to approximately RMB57.3 million, representing a decrease of
approximately RMB5.5 million (or approximately 8.7%) from
approximately RMB62.8 million during the same period last year. The
overall decrease in cost of sales was primarily due to a decrease in
volume of production which was driven by lower demand for our
products. As a percentage of revenue, cost of sales for the six
months ended 30 June 2017 increased from approximately 46.4% in
2016 to approximately 53.5%, which was mainly due to an increase
in unit cost incurred in raw materials, packaging materials and direct
labour.

Gross Profit

During the six months ended 30 June 2017, the Group’s gross profit
amounted to approximately RMB49.8 million, representing a
decrease of approximately 31.4% from approximately RMB72.6
million for the same period last year. The gross profit margin for the
six months ended 30 June 2017 also decreased from approximately
53.6% in 2016 to approximately 46.5%. The decrease in the gross
profit margin was mainly attributable to the decrease of revenue and
also by the increase in raw and packaging materials and labour costs.

Selling and Distribution Costs

During the six months ended 30 June 2017, selling and distribution
costs amounted to approximately RMB41.2 million, representing an
increase of approximately 12.3% from approximately RMB36.7 million
for the same period last year. Such increase was primarily due to the
increase in revenues from the online sales channel and the resulting
increase in platform promotion expenses in online sales channels and
travelling and marketing survey expenses.

Administrative Expenses

During the six months ended 30 June 2017, administrative expenses
amounted to approximately RMB15.7 million, representing a
decrease of approximately 5.9% from approximately RMB16.7 million
for the same period last year. The decrease was primarily due to the
decreases in legal expenses and the bad debt provision, which was
partially offset by an increase in R&D expenses.
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Management Discussion and Analysis (Continued)

EEEN WK D (&)

Profit from Operations

The Group recorded an operating profit from its continuing operations
of approximately RMB1.4 million for the six months ended 30 June
2017, representing a decrease of approximately 94.0% from
approximately RMB22.6 million for the same period last year. Such
decrease is primarily attributable to the decrease in the revenue of the
continuing operations of Group by approximately 20.9% and also by
the increase in the costs of sales.

Finance Income and Costs

For the six months ended 30 June 2017, finance income of the
Group amounted to approximately RMBO0.2 million, which was
roughly the same as that for the same period last year.

For the six months ended 30 June 2017, interest on bank borrowings
amounted to approximately RMBO0.2 million (six months ended 30
June 2016: nil), and there was no imputed interest on non-interest
bearing loans from controlling shareholders (six months ended 30
June 2016: approximately RMB1.4 million).

Other Income

The Group recorded other income of approximately RMB8.7 million
for the six months ended 30 June 2017, representing an increase of
approximately 136.8% from approximately RMB3.7 million for the
same period last year. Such increase was primarily attributable to the
increase in government grants, exchange gains and write-back of
excessive provision for selling expenses that were made in previous
years, which was partially offset by a decrease in receivables from
litigation claims.

Income Tax Expense

During the two six month periods ended 30 June 2017 and 30 June
2016, respectively, the Group did not have any income tax expense
and/or reversal.

Net Profit for the Period from Operations

As a result of the combined effect of the abovementioned factors, the
Group recorded a net profit of approximately RMB1.1 million for the
six months ended 30 June 2017, representing a decrease of
approximately 94.7% from approximately RMB21.2 million for the six
months ended 30 June 2016.
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Management Discussion and Analysis (Continued)

Discontinued Operation

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

Profit for the Period Attributable to Owners of the
Company

As a result of the combined effect of the above factors, the Group
recorded a profit attributable to owners of the Company of
approximately RMB1.1 million for the six months ended 30 June
2017, representing a decrease of approximately 94.7% from
approximately RMB21.2 million for the same period last year.

Events after the Reporting Period

As disclosed in the Company’s announcement dated 9 August 2016,
on 2 August 2016, Bawang (Guangzhou) Co., Ltd. (“Bawang
Guangzhou”), a wholly foreign owned and limited liability company
established in the PRC and a wholly-owned subsidiary of the Group,
and Guangzhou Bawang Cosmetics Co., Ltd (“Guangzhou
Bawang”), a company beneficially owned as to 20% by Mr. CHEN
Zheng He, the Chief Executive Officer and an executive Director of
the Company, and 80% by Mr. CHEN Zheng He’s six brothers and
sisters, entered into the Production Plant Lease Agreement and
Office Premises Lease Agreement, in relation to the lease of
production plant (the “Production Plant”) and office premises (the “Office
Premises”) used by the Group for a term of three years commencing
from 9 August 2016, which constituted continuing connected
transactions of the Company under Chapter 14A of the Listing Rules.

On 2 August 2017, Bawang Guangzhou served a notice to
Guangzhou Bawang to inform its intention to move out of the Office
Premises on 1 November 2017. The Company intends to relocate its
offices from the Office Premises to a new location that is closer to our
Production Plant. The Directors believe that the relocation will
strengthen inter-departmental communication, thereby enhancing
collaboration and operational efficiency. The Company has
commenced the search for suitable premises as our new offices and
will make an announcement and comply with the applicable
requirements under the Listing Rules when a new office lease has
been entered into.
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Management Discussion and Analysis (Continued)

EEEN WK D (&)

Outlook

Economic momentum remained resilient in the second quarter of
2017 which has been supported by strong domestic dynamics and
healthy global demand. The International Monetary Fund has raised
its forecast for China’s economic growth this year to 6.7%, citing “policy
support, especially expansionary credit and public investment”.

With the growth target set to comfortably 6.5% for 2017, authorities
are expected to put more emphasis on addressing economic
imbalances and deepening reforms through the end of the year.

Some economists forecast that the Chinese economy is expected to
decelerate in 2017 as the property sector cools, manufacturing
growth slows, and government fiscal stimulus is pulled back due to
unsustainable levels of debt.

When formulating the business strategies of the Group, the Directors
would take all these views on the upcoming macro-economic
environment into consideration.

The corporate operational theme for the rest of 2017 is “To quantify
with performance following the precise execution of plans”.

For Bawang branded product series, the Group intends to expand its
market segment which also covers the younger generation. Trendy
and colorful packing will be designed to attract the young customers.
Through internet and social media, the Group will retain popular
webhosts to disseminate the concept of doing haircare through
traditional Chinese medicine. The Group will also educate the young
customers on the importance of taking precautionary steps for anti-
hair fall while they are young.

For Little King branded product series, which has been in the market
for about a year, the Group will work on the brand-building process
and will target to broaden both the traditional sales as well as online
sales channels. Instore promotional and publicity programs will be
carried out to build up its brand image and enhance sales revenue.

For Royal Wind branded product series, the Group will continue with
the new market slogan, “Let’s chase for the wind rather than wait for
the wind.” Attractive product packings for new haircare product
series will be tailored-made to match the trendy lifestyle of young
customers.
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Management Discussion and Analysis (Continued)

For Herborn branded products series, the Group will continue to
expand online sales platforms to increase the sales revenue.

For the channel developments, the Group will take a progressive
approach for the development of sales channels through the
conventional stores. The Group will concentrate its efforts to explore
the potential of the cosmetic specialty shop channel and to recruit
those distributors who have obtained an exclusive right to sell the
household and personal care (“HPC”) products in the dedicated area
inside the contracted supermarkets. Whilst the Group will
appropriately invest in the development of online sales channels,
which has rapidly developed over the past two years, the Group will
review the channel performances to check if they are in line with the
pre-determined targets.

For production management, the Group has taken measures to
upgrade the following operating systems along the production lines,
viz.: cleaning-in-place, sterilising-in-place, materials storage and
conveying, and wasted water detection. A quality control bonus pool
has been set up to encourage the workers’ participation in the quality
control. We believe that quality comes first, quantity will follow. We
will make every effort to ensure the product quality and safety.

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

As at the date of this report, the Group did not have any outstanding
acquisition opportunity nor was actively exploring business
opportunities that may involve potential acquisition.

Looking forward, the strategic directions to sustain and develop our
business in the volatile economic environments will focus on two
areas: in the short run, the Group intends to increase its revenue by
exploring new sales channels in HPC products for regaining the sales
growth momentum and profitability, and to improve investors’
confidence in the Group; in the long run, the Group will continue to
focus on strengthening its business model and market positioning to
increase its market share among domestic and international
competitors, maintaining a multi-brand and multi-product strategies
in the HPC sector, and becoming a leader in the branded Chinese
herbal HPC products.
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Management Discussion and Analysis (Continued)

EEEN WK D (&)

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:

nBEE - WBERKE
NER1E
245 82 (845 73 4 <F 9 58 B 58 B X (R 5% R 47

MR BERR RBES NP EE
BREIFH T

30 June 31 December

2017 2016

R-Z—+tF RZE—RF

RA=+H [+tZA=+—H

RMB in million RMB in million

ARBEER ARBEETT

(Unaudited) (Audited)

(REER) (Ke&E %)

Cash and cash equivalent RITEFERS 15.4 22.3
Total loans BB 9.4 5.6
Total assets EEE 287.1 295.5
Gearing ratio°*® BEBGFRRE 3.3% 1.9%

Note: Calculated as total loans divided by total assets.

Material Acquisition and Disposal

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

Exposure to Fluctuations in Exchange
Rates and Related Hedge

The operations of the Group are mainly carried out in China, with
most transactions settled in Renminbi. The reporting currency of the
Group is Renminbi. During the period under review, the Group has
exported its goods to Hong Kong and certain overseas countries.
The transactions were settled in either Hong Kong Dollars or United
States Dollars. The Group’s cash and bank deposits are mostly
denominated in Renminbi. The Company will pay dividends in Hong
Kong Dollars if dividends are declared. In addition, the Group paid
certain advertising fees in United States Dollars or Hong Kong Dollars.
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Management Discussion and Analysis (Continued)

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

As at 30 June 2017, the Group had not issued any material financial
instruments or entered into any material financial instruments or
entered into any material contracts for foreign currency hedging
purposes. However, the Board will continue to monitor the foreign
exchange exposure and is prepared to take prudent measures such
as hedging when required.

Contingent Liabilities

As at 30 June 2017, the Group did not have any significant
contingent liabilities.

Capital Commitment

As at 30 June 2017, the capital commitment for acquisition of
property, plant and equipment of the Group was approximately
RMB2.4 million.

Charge of Assets

As at 30 June 2017, buildings with carrying values of approximately
RMB3,803,000 (2016: approximately RMB3,927,000) and pledged
bank deposits of approximately RMB10,000 (2016: approximately
RMB10,000) had been pledged to secure banking facilities granted
to the Group. As at 30 June 2017, banking facilities of approximately
RMB3,810,000 were utilised and approximately RMB80,590,000
were unutilised and available for the Group’s future financing.
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Management Discussion and Analysis (Continued)

EEEN WK D (&)

Human Resources

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

For the six months ended 30 June 2017, the Group organised
various in-house training classes to strengthen the soft skills of our
staff members such as time management, stress management and
leadership development. Apart from these in-house courses, the
Group also required our department managers to attend external
courses on reward and compensation, and motivation. We required
our senior sales and marketing staff to attend brand positioning
strategy courses, and we required our finance and accounting staff
members to attend seminars about the latest accounting standards,
taxation practices and budgetary control.

As at 30 June 2017, the Group employed 1,208 employees (30 June
2016: 1,166), consisting of full-time employees and contract
personnel in the PRC and Hong Kong. The total personnel expenses
of the continuing operations, comprising wages, salaries and benefits,
and equity-settled share-based payments, amounted to
approximately RMB23.4 million for the six months ended 30 June
2017 (six months ended 30 June 2016: approximately RMB29.3
million).
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Management Discussion and Analysis (Continued)

The following table sets forth a breakdown of the total headcount of
our employees of the continuing operations as at 30 June 2017 and

EEEN WK D ()

TEARNFEIR —_F—EFRNA=1H
RZZE-—REXAZTHHEMBFELSE

2016, respectively: ¥ mBEBE ABNBPA :
As at As at
30 June 2017 30 June 2016
R=-ZT—+t& NZZE—XF
~A=+AH ~NA=+8
Full-time employees *RES 205 212
Contract personnel AHEE
— Sales persons — R E 577 785
— Others — Hi 426 169
Total headcount of the continuing BHEREER
operations #mAE 1,208 1,166

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

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

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

AEEBNETIHM BHALRIERRR
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TERBREREEH -

AEEBRTELEENE LD AI2 Mt
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Other Information

Hith & ¥

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

As at 30 June 2017, the Directors and chief executive of the
Company had the following interests and short positions in the
shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong) (the “SFQO”), which were required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they
had taken or deemed to have under such provisions of the SFO); or (b)
to be and were entered into the register 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”):
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Other Information (Continued)

Directors’ and chief executive’s interests and short

H & ()

EFEREEITRAARFTLFRMG -

positions in shares, underlying shares and HHBAKROCREEEZSEDREEHESR R
debentures of the Company =
Number of
ordinary Approximate
shares/  percentage of
underlying issued share
ordinary capital of the
shares of the Company
Company held NN
Name of director/ BEAAE 2817
chief executive Long/short position in VEBERR A FZ
EFE/BEITHRAR ordinary shares Nature of interest HEERAR EZBE DL
=x ERERPZEF/RR EEMtE R4 &8 (B &)
CHEN Qiyuan (Note 1) Long Interest in controlled 1,900,840,000 60.12%
corporation
PR RO (Bt a2 1) iR PR 12 % B 7 5
CHEN Zheng He (Note 2)  Long Interest in controlled 1,900,840,000 60.12%
corporation
PR IE %5 (P 5E2) e PR 4% 1A B # 2
WONG Sin Yung (Note 3)  Long Beneficial owner 2,100,000 0.07%
BEB (M) HE EmEBE A
Notes: B 5T

CHEN Qiyuan was deemed to be interested in the 1,900,840,000 shares of the
Company held by Fortune Station Ltd. (“Fortune Station”) by virtue of CHEN
Qiyuan and his spouse, WAN Yuhua holding 25.72% and 24.96% of the issued
share capital of Fortune Station, respectively. The remaining 49.57% of the
issued share capital of Fortune Station was held by Heroic Hour Limited (“Heroic
Hour”). Heroic Hour’s entire issued share capital is held by CHEN Zheng He as
trustee for himself and on behalf of his six brothers and sisters. The beneficial
interests of CHEN Qiyuan’s six children under the age of 18, namely CHEN
Cynthia Yuping, CHEN Li Zi, CHEN Zheng Sheng, CHEN Zheng Yan, CHEN Ya
Shan and CHEN Bo Ling in Heroic Hour, representing 78.00% of the issued
share capital of Heroic Hour, were also attributable to CHEN Qiyuan.

CHEN Zheng He was deemed to be interested in the shares of Fortune Station
held by Heroic Hour by virtue of him holding the entire issued share capital of
Heroic Hour (as trustee for himself and his six brothers and sisters). Therefore
CHEN Zheng He was deemed to be interested in the 1,900,840,000 shares of
the Company held by Fortune Station.

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

RHERBUR & H BB E T % 5 5% A Fortune
Station 7 25.72% % 24.96% 2 © % 17 % 19 -

BR BB 4 18 /& ¥ A Fortune StationFT 35 A £
1,900,840,000 % 2 7] B 19 ) # z ° Fortune
Station &) H #£49.57% 2 % 17 % 48 # Heroic Hour
Limited ([ Heroic Hour|)#F & + 1M B IE 88 1 &
Z 7 AR K H S5 5 B Heroic Hour B9
2EEETRA - ARBURISABRIA TH X
7 F % + B BR 4% #F - CHEN Li Zi * CHEN Zheng
Sheng * BRIE 2 + BR £ &= K& Chen Bo Ling Ff &
5 B #978.00% Heroic Hour & 3 17 B 2N 7% #% 1%
BRBRREUR -

BHERIERBFEAZTEARE RE S BES
& Heroic Hour 8 2 B & 3 47 B% AN 1 #2 48 & R
Heroic Hour #E Fortune Station #) # %5 & # B #
# o B I BR IE £8 # 4R /& ¥ B Fortune Station Ft
#5 7 #91,900,840,000 % A &1 A% 17 B9 4 %= ©

B 15630,000% * BIFEAR R A HIRAFRESH
BREFSZERTERREEZ 25KRHG
BWEERETRESE BlFE  F2H
TXERETE R X ARRE A BT
Bl —#fo
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Other Information (Continued)

H & (E)

Directors’ and chief executive’s interests and short

EEREETHRA BB ERMK

positions in shares, underlying shares and % -HHBEROCRBEREERZESR %
debentures of associated corporations =
Approximate
Number of percentage of
ordinary interest in
Name of director/ Name of shares held associated
chief executive associated Long/short ¥EBM  corporation
EZ/BRRTHAR corporation Nature of interest position ZAR REBEZES
=L HEZEEHE EatE HIRRE BROBE ZEZEIL
CHEN Qiyuan (Note 1) Fortune Station Beneficial owner Long 10,200 25.72%
PR B (BEE1) EnlEAA 59}
Interest of spouse and children  Long 25,130 63.37%
under 18 5=}
LB RAMIBH T L
Other Long 4,327 10.91%
HAh e
CHEN Zheng He (Note 2)  Fortune Station Interest in controlled corporation  Long 19,657 49.57%
PR IE#5 (BT 2) P12 )% B M 2 R
Notes: P 5 -
1. CHEN Qiyuan was the beneficial owner of approximately 25.72% of the issued 1. PREUR A& Fortune Station 2 3% 17 i AR #9 4925.72%

share capital of Fortune Station. CHEN Qiyuan, as the spouse of WAN Yuhua,
was deemed to be interested in WAN Yuhua's interests in Fortune Station. The
beneficial interests of CHEN Qiyuan’s six children under the age of 18 in Heroic
Hour, representing 78.00% of the issued share capital of Heroic Hour, were also
attributable to CHEN Qiyuan. Heroic Hour held approximately 49.57% of the

issued share capital of Fortune Station.

2. CHEN Zheng He was deemed to be interested in the interests of Fortune Station
held by Heroic Hour by virtue of him holding the entire issued share capital of
Heroic Hour (as trustee for himself and his six brothers and sisters).
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Other Information (Continued)

Other than as disclosed above, as at 30 June 2017, so far as known
to any Director or chief executive of the Company, neither the
Directors nor the chief executive of the Company had any interests or
short positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of SFO) 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.

Interests and Short Positions of
Substantial Shareholders of the Company

As of 30 June 2017, 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:

H & ()

FEAWBEOABZI R_FT—LF
NA=1+TH BREMARFANEMNES
NESITTHRAEMA BREALNAE
$1Z%XEEELE’?BU\§ WEEENR
NA R EMEEEE(RE S M E G E
XVEBH) R ) B R 7 - MR ) KB E
‘:P @IREBEEF MR EXVIBET R
F 85 F B L IE RN R AR L B] M 2 P A
*& sMXkE (BRESEA LES M
f"i BPIZFEHRXWE MR ERER E’J%
o RORR) + (o) IR B 5 K R RO E
3521'*%/% //E\iﬁuaﬁ/\ﬁﬁrﬁmyk E,'H:H'W !
FORBEFEETRREAME ANRA] R

Hﬁrﬁ?ﬁﬁ"
BRI FERRNERK

AEMEEFHERITERAEM
:ig tEARNA=Z+B BEC
é%iﬁ*mﬁﬁ)\ﬁﬁ\\)ﬂﬂxf’ﬁi
1% 17 EP%ﬁﬁﬁﬁ%m%&fﬁﬁfﬂﬂﬁﬂ"”
ERELNBFENECMAD
BRIKBWT -

Approximate
percentage of
issued share
capital of the

Number of ordinary Company
shares of the RAaFE
Companyheld ZE{TRAHZ
BENAF EZEDL
Name of shareholder l]R 3 £ %  Nature of interest £ 25 4 & ZERRGOEE (B 8)
Fortune Station Beneficial owner 1,900,840,000 (L) 60.12%
Em#EA A
Heroic Hour Interest in controlled corporation (Note 1) 942,199,659 (L) 29.80%
PfT 22 A B R (P RE)
WAN Yuhua (Note 2) Beneficial owner 469,733,767 (L) 14.86%
X (Max2) EmEA A
Interest of spouse and children under the 1,228,704,392 (L) 38.70%
ageof 18
B R ARm18HRE F Rz
Other 207,401,841 (L) 6.56%
HAb
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Other Information (Continued)

H it & (&)
Approximate
percentage of
issued share
capital of the
Number of ordinary Company
shares of the RAFE
Companyheld {TRAHZ
BHENAT EamBEoHk
Name of shareholder lR 3 £ #  Nature of interest £ 25 4 & TERKRMGDEE (9 E)
CHEN Cynthia Yuping (Note 3) Beneficiary of a trust (other than a 122,466,303 3.87%
PR 4F 5 (B9 7E3) discretionary trust)
St m A GEMIFIE7E)
Other 1,778,373,697 56.25%
Hb
CHEN Li Zi (Note 3) Beneficiary of a trust (other than a 122,466,303 3.87%
CHEN LI Zi (B 5E3) discretionary trust)
St m A GERIFIEFE)
Other 1,778,373,697 56.25%
HAh
CHEN Zheng Sheng (Note 3) Beneficiary of a trust (other than a 122,466,303 3.87%
CHEN Zheng Sheng (Fff 3% 3) discretionary trust)
St X m A GEREER)
Other 1,778,373,697 56.25%
HAh
CHEN Zheng Yan (Note 3) Beneficiary of a trust (other than a 122,466,303 3.87%
BR IE 32 (MI7E3) discretionary trust)
St X m A GERBER)
Other 1,778,373,697 56.25%
Hh,
CHEN Ya Shan (Note 3) Beneficiary of a trust (other than a 122,466,303 3.87%
bR 7 = (MF7E3) discretionary trust)
St Xm A GERERERD)
Other 1,778,3783,697 56.25%
HAh
CHEN Bo Ling (Note 3) Beneficiary of a trust (other than a 122,466,303 3.87%
CHEN Bo Ling (B 5£3) discretionary trust)
St X m A GEREBE)
Other 1,778,373,697 56.25%
HAb

(L)—Long Position
L—HFE
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Other Information (Continued)

Notes:

1. Heroic Hour was the beneficial owner of approximately 49.57% of the issued
share capital of Fortune Station and was deemed to be interested in the shares
of the Company held by Fortune Station.

2. WAN Yuhua was the beneficial owner of approximately 24.71% of the issued
share capital of Fortune Station. As spouse of CHEN Qiyuan, WAN Yuhua was
deemed to be interested in CHEN Qiyuan’s interests of approximately 25.72% in
Fortune Station. The beneficial interests of WAN Yuhua’s six children under the
age of 18, namely CHEN Cynthia Yuping, CHEN Li Zi, CHEN Zheng Sheng,
CHEN Zheng Yan, CHEN Ya Shan and CHEN Bo Ling in Heroic Hour,
representing 78.00% of the issued share capital of Heroic Hour, were also
attributable to WAN Yuhua.

3. The interests of CHEN Cynthia Yuping, CHEN Li Zi, CHEN Zheng Sheng, CHEN
Zheng Yan, CHEN Ya Shan and CHEN Bo Ling were held as beneficiaries under
a trust, which held 100% of the issued share capital of Heroic Hour.

Other than as disclosed above, as of 30 June 2017, the Company
has not notified by any person (other than a Director or chief
executive of the Company) who had interests or short positions in the
shares or underlying shares of the Company as recorded in the
register required to be kept pursuant to Section 336 of the SFO.

Share Option Scheme and Pre-IPO Share
Option Scheme

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

H & ()

o

1. /& #& Heroic Hour /& Fortune Station & 2% 17 A% 7k
K] #)49.57% & = % A A * Heroic Hour t§ % 7
A Fortune Station$% A KA R I& (D R B 5 o

2. ® T # AFortune Station2 3 17 Bx &K B 4
0T1%BEZHEBA - BEERLRRBRREMNE
18 I 1 48 & 7 PR BUR 7E Fortune Station ) ##
HPHEBERS BB EE18ARNU TA A
F Z - BD R £ - CHENLi Zi * CHEN Zheng
Sheng * BR IE &2 + B 7 & K& Chen Bo Ling Pt & &
# B #78.00% Heroic Hour B 2 17 B 4% I 4% 18
ARBREEE-

3. JRFEFR LI - CHENLiZi ~ CHEN Zheng Sheng
BRIEZE * PR¥EZ FICHEN Bo Ling AR — 155t 1
K Z 25 A 15 5535 B Heroic Hour 2 30 B 317
A& AN o

RZB—+EXA=1+H B XA H
BALZI ARRABEIBAOETM
AT(BARRESTHESITHRABI)
RBEHXEERDPEBEREZS K
EIEHEIB KRR EEELRNBETENE
R ERSAE -

U AR AR T B R B R A B R
& 51 58 BB 5T )

ARABIEKRRT MERE B S
ELHRER-_FZAFEA - THRAN
BEREAS(BREABDINR_-_ZFF
NE+_ATBERANBERAFEESH
BREAS(ERAMBEANBRES
8 BENERRARESE SREEA
BENMEERH-—ERSBEBELRAKE
NE Bt RBEE L REAREK A
Rt BRBLESAEENREEREA
MENMEEXRERWET -
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Other Information (Continued)

H & (E)

Share Option Scheme

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

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

Share options granted to a connected person (or its associates) of
the Company, or to any of their associates, are subject to approval in
advance by the independent non-executive Directors. In addition, any
share options granted to a substantial shareholder or an independent
non-executive Director of the Company, or to any of their associates,
in excess of 0.1% of the shares of the Company in issue at any time
and with an aggregate value (based on the price of the Company’s
shares at the date of grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval in advance at
a general meeting.

The offer of a grant of share options may be accepted, upon payment
of an option price to be determined by the Board from time to time.
The exercise period of the share options granted is determinable by
the Board, and commences after a certain vesting period and ends
on a date which is not later than 10 years from the date of grant of
the share options.

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

As of 1 January and 30 June 2017, no shares option was outstanding
under the Share Option Scheme, and there was no share option
granted, exercised, cancelled or lapsed under the Share Option
Scheme during the six months ended 30 June 2017.
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Other Information (Continued)

Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme became effective on 10
December 2008. As at 30 June 2017, options to subscribe for an
aggregate of 14,532,000 Shares were granted, representing
approximately 0.5% of the issued share capital of the Company. No
further options will be granted under the Pre-IPO Share Option
Scheme.

The above options have been conditionally granted to 42 participants
by the Company at a consideration of HK$1.0 each. The subscription
price of the pre-IPO share options would be at par value or at
HK$1.19. The pre-IPO share options may be exercised up to 8 June
2019.

A total of 4,200,000 pre-IPO share options were granted to two
executive Directors on 8 June 2009. Of which, options to subscribe
for a total of 840,000 shares held by a director resigned on 28 May
2013 were forfeited on the same date, which was partially exercised
up to 30 June 2017. Movement of these share options during the six
months ended 30 June 2017 were as follows:

Number of share options

B EREHA

Outstandingasat Granted Exercise

H & ()

BROMBEEMEARETS

BALAHBEESIERETER=ZEZEN
F+_ATHRBER RZZFT—LFX
A=+H8" B1#&F 4% 14,532,000 B
BREE ROGARRBEZETRHDZH
0.5% ° BEE R % B X A5 2 E R E R E
ST 85 B H b B AR AE o

FERER AR B BIEEIAE A0
BRAR TR 2mE HEREERLSD A
REEH119B L - B X AHEERER
AR —_ZE—NAFENANBRIITE-

RZZEZEAFANANB RRIETRA
17 §$D,\4zoooooﬂ§tm§/kﬁﬁﬂ
BERERE - Hdh —REFER =
—=%FHRAZ ‘|’)\E|ﬁ¥ﬁﬁﬁ?—rﬁm/\
8400001&1‘@%&%55&@5%»& HE

—E—tFRNAZTH - ZEREESI
DT - ELEEHRAREZEE A ERE
HE_—_%— Jii/\ﬂf+aﬂi/\_\1ﬂﬁﬂ
M

Approximate
percentage of

Outstanding as at issued share

1 January 2017 during during 30 June 2017 capital of the
i the the Forfeited IS Company (%)
Exercise price —E-t & period  period during —E—t& HEARTF
Name of director Date of grant (HKD) —RA—HB RHEA RER  the period RAZtH EBRTRANE Exercise Period
EEEB ®ER THEEGER) HATHE RFHE TRHEE REAXN 8 R AT HNEDL(%) TRAB
WONG Sin Yung 8 June 2009 Par Value 630,000 — — 630,000 0.01 4 July 2014 to 8 June 2019
BER —TENFRANE BHE —T-mNF+ANBE
—Z-NFRANA
Total 630,000 - - 630,000 0.01
At
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Other Information (Continued)

H & (E)

Apart from the above, options to subscribe for a total of 10,332,000
Shares under the Pre-IPO Share Option Scheme were granted to 40
employees of the Group on 8 June 2009. Of which, options to
subscribe for totalling 5,227,320 Shares granted to 28 employees
had been forfeited prior to 2016.

As at 1 January and 30 June 2017, there was a balance of unexpired
and unexercised options to subscribe for 1,653,960 Shares (which
was inclusive of Mr. WONG Sin Yung’s share options). Except for the
options which had been granted as disclosed above, no further pre-
IPO share options were granted, exercised, cancelled or lapsed for
the six month period ended 30 June 2017. Details of Pre-IPO Share
Option Scheme are set out in Note 15 under the section headed “Notes
to the Consolidated Financial Statements” in this interim report.

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

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

The Corporate Governance Code and
Corporate Governance Report

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

The Board is of the view that the Company has complied with the
applicable code provisions of the Corporate Governance Code as
contained in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) during the six months ended 30 June 2017.
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Other Information (Continued)

Model Code for Securities Transactions
by Directors

The Company has adopted the Model Code in Appendix 10 to the
Listing Rules as its own code of conduct regarding securities
transactions by the Directors. Having made specific enquiry with the
Directors, all Directors have confirmed that they have complied with
the required standard set out in the Model Code throughout the
period under review.

Audit and Risk Management Committee

The Audit and Risk Management Committee has adopted terms of
reference which are in line with the Corporate Governance Code. The
Audit and Risk Management Committee has reviewed the unaudited
interim results of the Group for the six months ended 30 June 2017
with the management of the Company and recommended its
adoption by the Board.

Dividends

Following review of the operating results of the Group, the Board
does not recommend the payment of an interim dividend for the six
months ended 30 June 2017.

Updates on Director’s Information

Dr. NGAI Wai Fung, an independent non-executive Director of the
Company, resigned as an independent non-executive director of
China Coal Energy Company Limited (01898) and China Railway
Group Limited (0390) with effect from 26 June 2017, respectively.

By Order of the Board
Chen Qiyuan
Chairman

Hong Kong, 30 August 2017
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Condensed Consolidated Statement of Profit or Loss

FHGRERERER

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

Six months ended 30 June

BEAA=THLEAEA

2017 2016
—E—tF —E-RF
Notes RMB’000 RMB’000
Mz | AR¥TR AR T T
(Unaudited) (Unaudited)
(R HEZX) (RE&HEZ)
Revenue ] 3 107,126 135,396
Cost of sales 35 & A A (57,287) 62,771)
Gross profit ESVN 49,839 72,625
Other income H fh U A 8,729 3,686
Changes in fair value less costs to sell in EMEE QR BER
respect of biological assets HENRANEFER (132 (264)
Selling and distribution costs EER=S B <l N (41,221) (36,704)
Administrative expenses THE R (15,744) (16,730)
Other expenses Hh & A (121) ©)
Finance costs Bh & B A 4 (219) (1,446)
Profit before taxation BiAr B F 5 1,131 21,164
Income tax expense Fi1E 6 — —
Profit for the period attributable to RKATEEAEN
owners of the Company AR 1,131 21,164
Earnings per share EREF 8
Basic and diluted (RMB cents) BEARR#EE (AREBA) 0.04 0.71
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Condensed Consolidated Statement of Profit or Loss
and Other Comprehensive Income

SR REMEERER

For the six months ended 30 June 2017

HE_Z—+FXNA=THILNEA

Six months ended 30 June

BEAA=THLEAEA

2017 2016
—E—tF NS
Notes RMB’000 RMB’000
Mz | AR¥TR AR T T
(Unaudited) (Unaudited)
(R HEZR) (RE&HEZ)
Profit for the period attributable to RKATEEANENS
owners of the Company AR 1,131 21,164
Other comprehensive (expense)/income HiRHEH 2 M
for the period (Z )/ 2=
Other comprehensive (expense)/incometo R R EEBEHHEE
be reclassified to profit or loss in B (ZH)/WaE2BEE
subsequent periods (net of tax): (I FEIE) -
Exchange differences arising on translation /&4 ¥ 1535 & 7 [& ¥,
of foreign operations =8 (2,068) 7,110
Total comprehensive (expense)/income XA THEE AELER
for the period attributable to owners of 2 (X )/ 2
the Company ] (937) 28,274
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Condensed Consolidated Statement of Financial Position

5 B 4R & B 3 IR O R

As at 30 June 2017
RZZE—tF,A=+H

30 June 31 December
2017 2016
—E—4tF —E—RF
ANB=+H |[+ZA=+—8H
Notes RMB’000 RMB’000
=2 AR¥T T AREET T
(Unaudited) (Audited)
(RBERZR) (B EZ)
Non-current assets ERBEE
Property, plant and equipment ME - WENMERE 9 131,539 137,237
Current assets REBEE
Inventories FE 41,906 41,827
Biological assets EYEE 10 327 457
Trade and other receivables B 5 K H 4t e U 58 11 50,241 65,584
Amounts due from related parties FE U B B 5 1A 17(a) 27,657 8,075
Pledged bank deposits B RITIE R 10 10
Deposit with bank RITHER 12 20,000 20,000
Bank balances and cash RITHEF R 12 15,427 22,312
155,568 158,265
Current liabilities RBEE
Trade and other payables 2 5 Rk EAMENKIE 13 118,514 127,121
Amounts due to related parties JE 1< A 3 5 SRIE 17(a) 114 660
Bank borrowings RITIE RN 9,415 5,610
Income tax payables FERTFT1S 9,066 9,066
Provisions IR % 393 2,503
137,502 144,960
Net current assets REBEEEE 18,066 13,305
Total assets less current liabilities EEHABERABARE 149,605 150,542
Net assets BEEFE 149,605 150,542
Capital and reserves EXRFE
Share capital % 7% 14(a) 277,878 277,878
Reserves Gk 14(b (128,273) (127,336)
Total equity Em B 149,605 150,542
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Condensed Consolidated Statement of Changes in Equity

BHHAEREEEH R

For the six months ended 30 June 2017
HE_ZT—tFA=THIEAEA

Attributable to owners of the Company

ARREEAES
PRC Exchange
Share Share statutory Capital Merger translation Other  Accumulated
capital Premium reserves Reserve reserve reserve reserve losses  Total equity
f#
BA& RAEE EERE EARfiE AHRE EifiE  HitREE ZithiE  BnAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTR ARETT ARETr ARETR ARETr ARETT ARETR ARETR
(note 15(a) (note 15(b)) (note 15(0)) (note 15(b)) (note 15(0)) (note 15(b))  (note 15(0))
(Fritts@)  (Baksp)  (Warisp)  (Fistts@)  (aEise)  (Biektsp)  (MiEE15(0)
At 1 January 2017 (audited) W=Z-t&-A-A
(B&H) 277,878 1,400,650 49,887 2,814 8,468 (30,925) 9,421 (1,567,651) 150,542
Profit for the period BRI - - - - - - — 1,131 1,131
Other comprehensive expensefor SR E 2 EX E
the period - - - - - (2,068) - - (2,068)
Total comprehensive (expense)  EBR2E (% H)/
income for the period eag b - - - - - (2,068) - 1,131 (937)
At 30 June 2017 RZZE—+57A=1H
(unaudited) (REZR) 277878 1,400,650 49,887 2,814 8,468 (32,999) 9,421 (1,566,520) 149,605
At1 January 2016 (audited) RZZ-7~§-A—-A
(B&7) 256,705 1,356,369 49,887 2,814 8,468 (29,185) 7,152 (1,611,478) 41,332
Profit for the period BARF = = = - - - - 21,164 21,164
Other comprehensive income for ~ Hi & it 2 Wi &
the period - - - - - 7,110 - - 7,110
Total comprehensive income for ~ BiR 2 AN EE
the period - - - - - 7,110 - 21,164 28,274
Deemed contribution arising from 2R R R 6% B E K
non-interest bearing loans fom ~ FEA 2B RFEE
controling shareholders - - - - - - 8,256 = 8,256
Deemed distrioution arising from & B R R E 12449
early repayment of non-interest £ EEHFEL
bearing loans from controlling BRHE
shareholders - - - - - - (6,587) - (6,587)
Issue of shares by way of placing iR M A A B THR 21,178 44,462 - - - - - - 65,635
At 30 June 2016 R=E-~E~A=TH
(unaudited) (REEH) 277,878 1,400,831 49,887 2,814 8,468 (22,075) 9,421 (1590,314) 136,910
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Condensed Consolidated Statement of Cash Flows

BHHAEHEERER

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

Six months ended 30 June

BEAA=THLEAEA

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR¥T | ARBTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
OPERATING ACTIVITIES & R B
Profit before taxation 5 A & F) 1,131 21,164
Adjustments for: BRI EL A -
Bank interest income |ITH B A (186) @)
Changes in fair value less costs to sell in EMEERAARBERHEE
respect of biological assets AR 2 B8 132 264
Depreciation of property, plant and equipment ME - WENMEREITE 6,097 5,205
Finance costs B & K A 219 1,446
Write-down of inventories FERE 1,724 468
Impairment loss recognised in respect of trade 8 5 fE L3k 18 7 i E 18 &
receivables TER 1,549 2,075
Loss on disposal of property, plant and BEWHE BEMIEEX
equipment 14 8
Provision for litigation s 55 —
Operating cash flows before working capital EEECEIA KL
changes BEmE 10,735 30,628
(Increase)/decrease in inventories =8 (8 /R (1,800) 1,592
Increase in biological assets A1) & EE S N — (223)
Decrease in trade and other receivables g 5 N B fth fE U SRIE R 13,794 23,478
Increase in amounts due from related parties JEST R 5 s IE S N (19,582) —
Decrease in amounts due to related parties FE 1~ B3 75 I8 R D (546) (7,893)
Decrease in trade and other payables B 5 K& H Ath B 5 F IR (8,607) (34,000)
Decrease in provisions AFREAR A (2,165) (338)
Cash (used in)/generated from operations KEEE (TR /FREER
RE (8,171) 13,239
Interest paid EHE (219) —
NET CASH (USED IN)/FROM OPERATING KRETE (A /FMEEN
ACTIVITIES e RH (8,390) 13,239
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Condensed Consolidated Statement of Cash Flows (Continued)

BHHGERERER (B)

For the six months ended 30 June 2017

BHE—

T tg/\ﬂ +Et/\{.ﬂ

Six months ended 30 June

BEAA=THLEAEA

2017 2016
—E—tHF —E—RF
RMB’000 RMB’000
ARMETF T AR T T
(Unaudited) (Unaudited)
(R HEZR) (REEEZ)
INVESTING ACTIVITIES BRETE
Purchase of property, plant and equipment BEYXE BELRKE (460) (1,256)
Plantation expenditure of biological assets EMEEREXH ®) (109)
Bank interest received BRI B 186 2
Proceeds from disposal of property, plant and EEYE BMEMKED
equipment FT 18 3R 2 —
NET CASH USED IN INVESTING ACTIVITIES REZHFANESFEE (277) (1,363)
FINANCING ACTIVITIES mEED
New bank borrowings raised FrigRITEN 3,820 =
Repayment of bank borrowings EEFTER (15) —
Proceeds from issue of new shares by way of B EEITHRERIE
placing - 65,635
Proceeds from loan from controlling = I IR B8 FR P15 FOR
shareholders — 29,323
Repayment of loan from controlling shareholders {8 & % i % 3 f& & — (84,046)
NET CASH FROM FINANCING ACTIVITIES METHELENRSTFE 3,805 10,912
NET (DECREASE)/INCREASEINCASHAND B2 RELSZEYWHL)/
CASH EQUIVALENTS ELEEEE (4,862) 22,788
CASH AND CASH EQUIVALENTS AT RPAzBERBEBESEEY
BEGINNING OF THE PERIOD 22,312 29,604
EFFECT OF FOREIGN EXCHANGE RATE EXxgnTE
CHANGES (2,023) =
CASH AND CASH EQUIVALENTSATEND OF RNHEIRZHENBESZEY
THE PERIOD,
representing bank balances and cash Bl 1T T RIRE 15,427 52,392
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Notes to the Condensed Consolidated Financial Statements

BB AR & B 35 3RaR MY =

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

Basis of Preparation

BaWang International (Group) Holding Limited (the “Company”)
was incorporated in the Cayman lIslands as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
Its immediate parent company is Fortune Station Limited, which
was incorporated in the British Virgin Islands (“BVI") and is
owned as to: (1) 49.57% by Heroic Hour Limited, a company
that is beneficially owned as to 22.00% by Mr. CHEN Zheng
He, the chief executive officer and an executive director of the
Company, and 78.00% by Mr. CHEN Zheng He’s six brothers
and sisters; (2) 25.72% by Mr. CHEN Qiyuan, the Chairman of
the board of directors and (3) 24.71% by Ms. WAN Yuhua, a
former director and the former chief executive officer of the
Company (collectively referred to as the “Controlling
Shareholders”).

The condensed consolidated financial statements of the
Company and its subsidiaries (collectively, the “Group”) for the
six months ended 30 June 2017 have been prepared in
accordance with the applicable disclosure provisions of
Appendix 16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and with International Accounting Standard (“IAS”) 34 “Interim
Financial Reporting” issued by the International Accounting
Standards Board (“IASB”).

The Group had accumulated losses of approximately
RMB1,566,520,000 as at 30 June 2017 and net cash outflow
from operating activities of approximately RMB8,390,000 for
the six months ended 30 June 2017. In view of such
circumstances, the directors of the Company have given
consideration to the future liquidity and performance of the
Group and its available sources of finance in assessing whether
the Group will have sufficient financial resources to continue as
a going concern.
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Basis of Preparation (continueq)

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

()  the Group had bank balances and cash of approximately
RMB15,427,000 and net current assets of approximately
RMB18,066,000 as at 30 June 2017;

(i)  the Group had unutilised banking facilities of approximately
RMB80,590,000 as at 30 June 2017; and

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

In light of the above, the directors of the Company are of the
opinion that it is still appropriate to prepare the condensed
consolidated financial statements for the six months ended 30
June 2017 on a going concern basis.

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

Notes to the Condensed Consolidated Financial Statements (Continued)
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

2.

Principal Accounting Policies

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

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2016, except as
described below.

In the current interim period, the Group has applied, for the first
time, the following new standards, amendments and
interpretation (“new and revised IFRSs”) issued by the IASB
which are effective for the Group’s financial year beginning on 1
January 2017.

Amendments to IFRSs Annual Improvements to IFRSs
2014-2016 Cycle: Amendments

to IFRS 12

Amendments to IAS 7 Disclosure Initiative

Amendments to IAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses

Except as described below, the application of the new and
revised IFRSs in the current interim period has had no material
effect on the Group’s financial performance and positions for
the current and prior periods and/or on the disclosures set out
in these condensed consolidated financial statements.
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Principal Accounting Policies (continued)

Annual Improvements to IFRSs 2014-2016 Cycle

Amendments to IFRS 12 Disclosure of Interests in Other
Entities: Clarification of the scope of disclosure requirements in
IFRS 12

The amendment to IFRS 12 clarifies that the disclosure
requirement of IFRS 12 is applicable to interest in entities
classified as held for sale except for summarised financial
information. Previously, it was unclear whether all other IFRS 12
requirements were applicable for these interests.

The amendments should be applied retrospectively. The
directors of the Company considered that the application of the
amendments to IFRS 12 has had no material impact on the
Group’s condensed consolidated financial statements.

Amendments to IFRS 7 Disclosure Initiative

The amendments require entities to provide disclosures that
enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes
arising from cash flows and non-cash changes. The
amendments do not prescribe a specific method to fuffill the
new disclosure requirements. However, the amendments
indicate that one way is to provide a reconciliation between the
opening and closing balances for liabilities arising from financing
activities.

The application of amendments to IFRS 7 results in additional
disclosures on the Group’s financing activities, especially
reconciliation between the opening and closing balances for
liabilities arising from financing activities. The Group will disclose
additional information in its annual consolidated financial
statements for the year ended 31 December 2017. On initial
application of the amendments, the Group is not required to
provide comparative information for preceding periods.

Notes to the Condensed Consolidated Financial Statements (Continued)
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Notes to the Condensed Consolidated Financial Statements (Continued)
i BA 4R & B 7% 3R R Y = (FE)

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

2.

Principal Accounting Policies (continued)

Amendments to IFRS 12 Recognition of Deferred
Tax Assets for Unrealised Losses

The amendments clarify that the existence of a deductible
temporary difference depends solely on a comparison of the
carrying amount of an asset and its tax base at the end of the
reporting period, and is not affected by possible future changes
in the carrying amount or expected manner of recovery of the
asset.

The amendments also provide guidance on how an entity
should determine future taxable profits to support the
recognition of a deferred tax asset arising from a deductible
temporary difference.

The amendments should be applied retrospectively. The
directors of the Company considered that the application of the
amendments to IFRS 12 has had no material impact on the
Group’s condensed consolidated financial statements.

Revenue and Segment Information

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

For the purposes of resource allocation and assessment of
segment performance, information reported to the executive
directors of the Company, being the chief operating decision
maker focuses on a mixture of product lines and geography.
The segments are managed separately as each operating
segment offers different products which require different
production information to formulate different strategies. No
operating segments identified by the chief operating decision
maker have been aggregated in arriving at the reportable
segments of the Group.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE )

3. Revenue and Segment Information 3.

(Continued)

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

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

Also, the executive directors of the Company are provided with

For the six months ended 30 June 2017
@5 f tg/\ﬂ +E|JJ:/\{.)E]

CSEBERDPIFER @

RBEBRM GRS EREH - A&

Bz REMNKEDES
e BEEM
e EEEM
e HMRAREAZEEER

ZIN/N T#Hﬂﬁi%i%?m@i(ﬁ% 7 =B

segment information concerning segment revenue and result. W A D5 2B 2 45 1Y {* o ERE
Segment assets and liabilities are not reported to the executive EMaERNEEAT Hﬁ [DFZNY/N
directors of the Company regularly. AIITEERE
The following is an analysis of the Group’s revenue and results UTRAEEZARENZTELE
by reportable and operating segments: DECUW A R EE DT
For the six months ended 30 June 2017 BFE_Z—tFXA=1+HINKER
Other household
Hair-care Skin-care  and personal
products products care products Total
HWRAR
EEER =EHBEER RBAZEESR &ast
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR¥Tx ARBTT AR®TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (RBE®R) (REER) CREBHEXR)
Revenue from external RENEEEZ
customers PN 91,512 2,569 13,045 107,126
Segment profit/(loss) DERRF/ (EE) 298 (739) (4,204) (4,645)
Changes in fair value less 4 ¥ &E QX 4 BE
costs to sell in respect of & 5 & X 2N &9
biological assets BEE (132
Bank interest income RIT A B U A 186
Other income H iU A 8,543
Corporate and other AN gy N
unallocated expenses HEh X (2,602)
Finance costs B & Bk AN (219)
Profit before taxation 5 A & F 1,131
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

3. Revenue and Segment Information 3. XN HBER @
(Continued)
For the six months ended 30 June 2016 BE_Z—"FEA=1THLEA
Other
household
Hair-care Skin-care and personal
products products care products Total
HAth
ENDSEEPN
EEEMm # B E TP E m aF
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T AR®TnT AR T ARBTT
(Unaudited) (Unaudited)  (Unaudited)  (Unaudited)
(REgEz) (REEZR) (REFEZ) (REER)
Revenue from external REINBEEZ
customers WA 107,837 9,753 17,806 135,396
Segment profit/(loss) DEERF/(EE) 25,5056 1,698 (5,389) 21,814
Changes in fair value less £ Y& E AR EBE
costs to sell in respect of & #5 & Bk A &9
biological assets SHER (264)
Bank interest income |ITH B A 213
Other income H A 3,473
Corporate and other RO EE 2 42 Ep
unallocated expenses HEMAX (2,626)
Finance costs Bl & B A (1,446)
Profit before taxation BT & 7 21,164

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

40 BaWang International (Group) Holding Limited FEEEK (£E) Z=RERDE

DEWMEBESDBABTZEN/
(BR) BERhYESEENEEN
RABERBEEXNANESH B
RITMBEA - EXWE/EBEE
B PRAEERA EEZFHHUAR
MERAR - W EBSERIERRR
AEMARRRZHITEEFREZ
AAETN -



Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE )

For the six months ended 30 June 2017
HE_ZT—tFA=THIEAEA

4. Finance Costs 4. BAE KA

Six months ended 30 June
BEAA=1THLEAEA

2017 2016
—E—tF —E-RF
RMB’000 RMB’'000
AR®ETF T AR T T
(Unaudited) (Unaudited)

(REER) | (REER)

Imputed interest on non-interest bearing TR RESERZ
loans from controlling shareholders HERE = 1,446
Interest on bank borrowings RITERF B 219 =
219 1,446
5. Profit before Taxation 5. HiaI &R
Profit before taxation has been arrived at after (crediting) HAAFE GrA)/MBTHIER :

charging the following items:

Six months ended 30 June
BEZA~A=1+HILA~HEA

2017 2016
—E—t#F —ZE-REF
RMB’000 RMB’000
ARBTR | ARETT
(Unaudited) (Unaudited)

(REER) | (REER)

Bank interest income AT A B WA (186) (213)
Depreciation of property, plant and YE - BEMRETE

equipment 6,097 5,205
Impairment loss recognised in respect of WRE S EWRIEREERX

trade receivables 1,549 2,075
Net loss on disposal of property, plantand  EE ¥ % - & &% E W

equipment SFEK 14 3
Redundancy costs EEEHME 125 —
Write-down of inventories (included in FEBBEMEGFAHEEKA)

cost of sales) 1,724 468
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Notes to the Condensed Consolidated Financial Statements (Continued)

LEE

B %5 R R M & ()

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

6. Income Tax Expense

M

(i)

(iv)

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

The PRC EIT Law allows enterprises to apply for the
certificates of “High and New Technology Enterprise”
(“HNTE”) which entitles the qualified companies to a
preferential income tax rate of 15%. Bawang (Guangzhou)
Co., Ltd. (“Bawang Guangzhou”), a PRC subsidiary of the
Group, was qualified as a HNTE in 2009 and the
qualification was renewed and valid until 2018. However,
Bawang Guangzhou did not have any assessable profits
subject to Enterprise Income Tax for the six months ended
30 June 2017 and had tax losses brought forward to
offset the assessable profits generated for the six months
ended 30 June 2016.

No provision for Hong Kong Profits Tax has been provided
as the Group did not have any assessable profits subject
to Hong Kong Profits Tax for the six months ended 30
June 2017 and 2016.

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

Pursuant to the Implementation Rules of the EIT Law,
overseas investors of foreign investment companies shall
be liable for withholding income tax at 10% on the
dividend derived from the profits of PRC subsidiaries with
effect from 1 January 2008, unless the tax rate is reduced
by treaty. Pursuant to the Sino-Hong Kong Double Tax
Arrangements, the investor incorporated in Hong Kong
which holds 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 any provision of withholding
income tax for the six months ended 30 June 2017 and
2016, respectively since the PRC subsidiaries had
accumulated losses as at 30 June 2017 and 2016.
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/. Dividends

No dividends were paid, declared or proposed during the
interim period. The directors of the Company do not
recommend the payment of an interim dividend for the six
months ended 30 June 2017 (six months ended 30 June 2016:
nil).

Earnings Per Share

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the earnings
for the period of approximately RMB1,131,000 (six months
ended 30 June 2016: approximately RMB21,164,000) and the
weighted average number of approximately 3,161,811,000 (six
months ended 30 June 2016: approximately 2,981,866,000)
ordinary shares in issue during the period.

For the six months ended 30 June 2017 and 2016, respectively
the diluted earnings per share are the same as the basic
earnings per share.

The computation of diluted earnings per share for the six
months ended 30 June 2017 and 2016 did not assume the
exercise of the Company’s share options as the effect is anti-
dilutive.

Movements in Property, Plant and
Equipment

During the six months ended 30 June 2017, the Group acquired
assets with a cost of approximately RMB460,000 (six months
ended 30 June 2016: approximately RMB1,256,000).

Assets with an aggregate carrying amount of approximately
RMB16,000 were disposed of by the Group during the six
months ended 30 June 2017 (six months ended 30 June 2016:
approximately RMB3,000), resulting in a net loss on disposal of
approximately RMB14,000 (six months ended 30 June 2016:
approximately RMB3,000).

Notes to the Condensed Consolidated Financial Statements (Continued)
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For the six months ended 30 June 2017
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

10.Biological Assets

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

105 EE

EMEERBUNTEKRENER
EMERENPEE-

Six months Year
ended ended
30 June 31 December
2017 2016
BE-Z—tH [BEZE=_F—X<F
ARA=+RH [tZA=+—H
IEX@EA EFE
RMB’000 RMB’000
AR®ET T AR®T T
(Unaudited) (Audited)
(REER) (KT %)
At 1 January 2017/1 January 2016 RZZE—+tF—H—H/
—FT—X&—HF—H 457 426
Changes in fair value less costs to sell 2 7 & 8 il 85 & B AN 5
PEER (132) 29
Plantation expenditure EEY 5 14
Herbs harvested during the period/year B ;A1/4E ;A Uk 7 &Y o & %4 (3) (12)
At 30 June 2017/31 December 2016 R—-ZE—+FE,xA=+H/
—E-RE+ZHA=+—H 327 457

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

As at 30 June 2017, the Group had 24 hectares (31 December
2016: 24 hectares) of growing herbs.

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

BEECE )

10. Biological Assets (continueq)

The following unobservable inputs were used in level 3 fair value
measurements of the Group’s biological assets as at 30 June

2017:

Unobservable inputs

TABEER

Range of unobservable inputs
(weighted average)

TABREREE
(hn#& 33 18)

For the six months ended 30 June 2017
@5 T tg/\ﬂ +E|Jt/\{.ﬂ

10.E Y & E @)

ATFTREBEEZE-ZF—tFA=1TH
EREMBEEF =R AABEFE
ZAABRERER:

Relations of unobservable inputs
to fair value

FTABREREIARBEZAR

Growing herbs yield
— kg per hectare

TE1E 2 EEEUK
-~ SRETR

Growing herbs price

BEZPEEER

Discount rate

IR =

780-880 (799) per year

£ 780-880 (799)

RMB22 per kg

BTrRAR®22T

11% (11%) per annum

FFE11% (11%)

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

December 2016:

Unobservable inputs

FTABRER

Range of unobservable inputs
(weighted average)

TABREREE
(hn#& 33 18)

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

BEs HEERKBS
AREEES

The higher the market price, the
higher the fair value

BEsHEEZmESSR
NABEYS

The higher the discount rate, the
lower the fair value

BEZPEETHEEHS -
N EEME

WTREBEZ2ZFE—X"F+=ZA=+
—REBEMEEE =R EE
FTEZAREERER

Relations of unobservable inputs
to fair value

TABREREAIARBEZAR

Growing herbs yield
— kg per hectare

TE1E 2 B
- SRETR

Growing herbs price

BEZPEEER

Discount rate

IEE

750-850 (769) per year

£ 750-850 (769)

RMB31 per kg

BTRAR®31IT

11% (11%) per annum

FFE11% (11%)

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

BE HhEEWRKBS
AREESS

The higher the market price, the
higher the fair value

BEsHEEZMESSR
NABEYS

The higher the discount rate, the
lower the fair value

BEZHEETHEEHS -
AR EEME
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BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

10. Biological Assets (continued) 10. £ EE @)

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

There has been no change from the valuation technique used in
the annual consolidated financial statements for the year ended
31 December 2016. In estimating the fair value of the biological
assets, the highest and best use of the biological assets is their
current use.

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

REFBHRR RRTPEEENEY
BEREERZIARAXEERTS

BEZHAANE-

HERTBRBE T —R"F+_H
ST RLEFEZFERAMB R
KAERBELYERE R E2EY
BEZAABEMS £MEEZ
RAMERERERK ZERE:

EPEE BREE=RA R BE
5 IR

Six months Year
ended ended
30 June 31 December
2017 2016
BE-Z—tH |BEZ—R#F
AAB=+AH |[+tZA=+—8H
IE<{EA IEFE
RMB’000 RMB’000
AR®ET T AR®T T
(Unaudited) (Audited)
(REHEZ) (FEZ)

At 1 January 2017/ R-_ZE—tF—H—H/

1 January 2016 —E-X¥—HF—H 457 426
Addition =T o 14
Change in fair value due to FreEEmES 2

transformation AREEEZE (132 29
Transfer to inventory HERE ) (12)
At 30 June 2017/ R-ZE—tF~A=+H/

31 December 2016 —E—-XRFt+-_A=+—H 327 457

The above changes in fair value recognised in profit or loss of
losses approximately RMB132,000 (year ended 31 December
2016: gains approximately RMB29,000) is presented on the
face of the condensed consolidated statement of profit or loss
and other comprehensive income. Included in the changes in
fair value is an amount of losses approximately RMB132,000 (year
ended 31 December 2016: gains approximately RMB29,000)
that is attributable to the change in unrealised gains or losses
relating to biological assets held at the end of the reporting
period.
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Notes to the Condensed Consolidated Financial Statements (Continued)

11. Trade and Other Receivables

12.

Included in trade and other receivables are debtors (net of
allowance for impairment of trade receivables) with the following
ageing analysis presented based on the invoice date, which

BEECE )

For the six months ended 30 June 2017
HE_ZT—tFA=THIEAEA

B Z R HAEWRIE

BRESZNEMBEBRER(ERE
BINKREKDMOZIRERER
B ZBHZEHRIZENEARE

approximates the respective revenue recognition dates: RH)HH -
30 June 31 December
2017 2016
—E—+tF —E—RF
ANB=+H | TZA=+—H
RMB’000 RMB’000
AR®T T AR®T T
(Unaudited) (Audited)
(REBER) (&%)
0-90 days 0-90°k 27,228 23,952
91-180 days 91-180k 9,709 11,203
181-365 days 181-365X 5,195 2,249
Over 365 days i #3365 < 75 6,938
Total debtors, net of allowance for [& I BE T2 BR Y& 5
impairment of trade receivables 42,207 44,342
Prepayment for purchase SHEE RV RIE
of raw materials 1,348 1,516
Short-term prepaid advertising fee %5 HATE < & & & A 409 212
Litigation costs receivable FRAE B EWRIE - 16,101
Other receivables H b E 6,277 3,413
50,241 65,584

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

its trade customers.

Pledged Bank Deposits/Deposit with

Bank/Bank Balances and Cash

Pledged bank deposits

Pledged bank deposits represent deposits pledged to banks to
secure banking facilities granted to the Group. Deposits
amounting to RMB10,000 (31 December 2016: RMB10,000)
have been pledged to secure short-term bank loans and are
therefore classified as current assets. The pledged deposits
carry fixed interest rate of 1.10% (31 December 2016: 1.10%)

per annum.

AEEBRFEIREPFHAEEHR

R30EOK °

ERRTER/BAE

RIBTEFRRE

BHRITHER

ERBETHERES

B RESRT

MEEEE  BEREBEHERETH
B OREBBBBTESRITNE
HIE XA R¥10,000( R T — &
+=—A=+—81: AR%10,000)
EitHE D AR EERFRETH
FREETEMEE110% (R ZZT—~
F+-_A=+—H:1.10%) °
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Notes to the Condensed Consolidated Financial Statements (Continued)
i BA 4R & B 7% 3R R Y = (FE)

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

12.

13.

Pledged Bank Deposits/Deposit with
Bank/Bank Balances and Cash (continued)

Deposit with bank

As at 30 June 2017, deposit with bank of RMB20,000,000 with
maturity in May 2018 (81 December 2016: RMB20,000,000,
with maturity in May 2017), carries interest at fixed rate of 1.75%
(81 December 2016: 1.75%) per annum.

Bank balances and cash

As at 30 June 2017, cash at bank carries interest at floating
rates based on daily bank deposits rates of 0.001% to 0.35% (31
December 2016: 0.001% to 0.35%) per annum.

Trade and Other Payables

Included in trade and other payables are creditors with the
following ageing analysis presented based on the invoice date
at the end of the reporting period:

12.

13.

13 IR 1T 17 /SR 1T 17
H/IBITEEREBE 2@
BMITER
RZE—+tF~NA=+H" E17
F & A K #20,000,0000 i — &
—RNE+TZA=+—H8B: ARK
20,000,000 E = —+F 71 A 3
HER—_ZE—N\ERAEE BE
FREB15% (R _FE—ARF+=
A=+—8H :1.75%) °

BITEERRE

R—ZZE—+F<A=+H8" 817
ReREBRABTHERIHFERNX
0.001%Z0.35% (R =T —NF+=
HA=+—H :0.001%%&0.35%) 5t &
FIE o

B 5 R H AN I

B REMENRNKRESITOHZ
JIRENHKEHRANBERALE

30 June 31 December

2017 2016

—E—+tF —E—RF

AB=+8 |[+t=ZA=+—8H

RMB’000 RMB’000

AR T ARET T

(Unaudited) (Audited)

(REER) (KeE|%)

0-30 days 0-30K 18,415 25,540

31-90 days 31-90K 8,442 8,106

Total creditors FE T BE 30 26,857 33,646

Receipt in advance T8 Uk BR 5K 16,075 14,306
Payable for acquisition of property, BERME - X EEEs

plant and equipment B8 A BR 3K 2,101 4,287

Promotion fee payable JET i B 5,929 14,875

Accrued payroll FERTE 852 874

Other payables and accruals H b & 5k KR ET IR SR IE 66,700 59,133

118,514 127,121
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Notes to the Condensed Consolidated Financial Statements (Continued)
A 4R & B 75 3R R Bt = (FE)

For the six months ended 30 June 2017

BE—T—+tEAA=+HELAER

14. IR AN K 1w e

14.Share Capital and Reserves

(a) Share capital (a) B=*
Number of
shares Amount
i 17 & B wESHE
000 RMB$’'000
F  ARETT
Ordinary shares of HK$0.1 each B L0102 T @R
Authorised ordinary shares: ATE BB
At 1 January 2016 (audited), NZE—RNF—H
31 December 2016 (audited) and — B (&FEZ) -
30 June 2017 (unaudited) —E-XRE+=A
=t+—BHEER R
—E—+tF A
=+ HCGR&E=EZ) 10,000,000 880,500
Issued and fully paid ordinary shares: BEBETERENGZE®ER :
At 1 January 2016 (audited), R-ZE—RF
—A—H(&&E%) 2,911,811 256,705
Issue of 250,000,000 new shares of HK$0.1 M —ZF—/XF H A A
each at a price of HK$0.31 each per WEHHRET
placing share by way of placing in 250,000,000 %7 i% + & I%
May 2016 (note) H{ER010 T » 22
B ABSR031E T
(M 5E) 250,000 21,173
At 31 December 2016 (audited), R-ZE—XRF+_H
1 January 2017 (audited) and =t+—REEE%) -
30 June 2017 (unaudited) —E—t+F—-—H—H
(KEZR=ZF—LF
NA=ZTHCREER) 3,161,811 277,878

Note: The shares rank pari passu with the existing shares in all respects.

Wi EERRES T AZHASE
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Notes to the Condensed Consolidated Financial Statements (Continued)

LEE

B %5 R R M & ()

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

14.Share Capital and Reserves (continued)

(b) Nature and purpose of reserves

(i)

(ii)

(iii)

Share premium

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

Capital reserve

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

PRC statutory reserves

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

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

BEECE )

For the six months ended 30 June 2017

14.Share Capital and Reserves (continued)

(b) Nature and purpose of reserves (Continued)

(iii) PRC statutory reserves (Continued)

(iv)

(v)

(vi)

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

Merger reserve

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

Translation reserve

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

Other reserve

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

HE

—Z—tFRNA=THIERER

14. B N K 8 @

(b) fit fis 1 B & A& ()
(i) B E O ()

(iv)

(v)

(vi)
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

15. Equity Settled Share-Based

Transactions

Pre-IPO Share Option Scheme

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

BEECE )

15.

16.

Equity Settled Share-Based
Transactions (continued)

Pre-IPO Share Option Scheme (Continued)

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

15.

For the six months ended 30 June 2017
@5 f ‘tﬁz/\ﬂ +E|JJ:/\{.)E]

4x
m|:|

%j]flz/\ﬂy\ﬁ

(%)

Bl IR 7FE
AN Eﬁ%
o 7 43 B 5 5 A A B 0 o)

T%ﬁ%%%&ﬁiﬁ“%ﬂuﬁ
HEEEARRARBRENEBIT

Six months ended Year ended
30 June 2017 31 December 2016
BZE BHZ=E
—B2-tFXA=+H —E-RE+ZA=+—H
1Ex{E A IEFE
Weighted Weighted
average Number of average Number of
exercise price options | exercise price options
b ¥ 15 BRRE NS fE AR
TREE HE T1EME e
HK$ 000 HK$ ‘000
BT + BT +
Outstanding at the beginning RE/FE )
of the period/year R AR AT 0.77 1,654 0.77 1,654
Exercised during the period/year Hi/4E 171 n/a - n/a —
Forfeited during the period/year — Hi/4E %8 IR n/a - n/a =
Outstanding at the end RE/E R
of the period/year ] A 1T 5 0.77 1,654 0.77 1,654
At 30 June 2017, 1,654,000 share options were exercisable ( EZE —+t&F A=+ HL:

(31 December 2016: 1,654,000).

Fair Value Measurements of Financial
Instruments

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

16.

1,654,000 i Z B EFHE(=Z
ﬁ¢+:ﬂz+—aw&wm
i) °

% T A

ArE

$$@%W$Iﬂa%§* & Wt
Iﬂa%?%&ﬁﬁﬁ% RIE - R

REMRS)RMBEE(BEE
%&ﬁ%ﬁﬁ R IR SRR E T K
BRERRRER) - ABERART
8o NRBIEER S AHEK ARG
EXNEARAMBRENEREE
MeBRAENTEEERIEAR
EfE-

o T EE
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BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

17.Related Party Transactions

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

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

17.

EELIRS

BRERGEaMBRRREN AE
BERHANETTIBERARG R

REER

@ RERMRZAEHRWT :

Amounts due (to)/from
related parties

(B 1) /FE Wa BB 2 75 708

30 June 31 December
2017 2016
—E—+F —E—RF
AA=+AH |[+tZA=+—H
RMB’000 RMB’000
AR® T AR®ET T
(Unaudited) (Audited)
(REER) (K ')
Non-trade related & 5 HEE
Guangzhou Bawang International BN & E B AR E
Hotel Co., Ltd. (‘Guangzhou BREA A
Bawang Hotel”) (note iv) (TEMEBLHEE]
(B 3Eiv) - (54)
Trade related ¥ 5 HE
Guangzhou Chenming Paper EMNERERER
Products Company Limited Nal([EINEE])
(“Guangzhou Chenming”) (note ii) (Bft 5ii) - (310)
Guangzhou Qiancai Packaging BMmEXRBEME
Materials Co., Ltd. BRABR(TEMBR])
(“Guangzhou Qiancai”) (note ii) (Bft 5Eii) (112) (295)
Guangzhou Xiaoxiao Supply Chain B M /NNt fE s & 12
Management Co., Ltd. BRAB(EMNND
(“Guangzhou Xiaoxiao”) (note V) (B i) (3] (1)
(114) (660)
Non-trade related & 5 EEE
Guangzhou Bawang Cosmetic Co., EM % E{bitt B R
Ltd (“Guangzhou Bawang”) (note i) 2 & (ff £Fi) 27,512 8,027
Guangzhou Bawang Hotel (note iv) &N 88 £ 8 /5 (Mt 3xiv) 77 =
Guangzhou Chenming (note ii) BN =88 (M 5Eii) 68 =
Trade related E5HEE
Guangzhou Friend’s Group BN R B R
Information Technology EEBRAA
Company Limited (“Guangzhou (TEMNBERE])
Friend’s Group”) (note iii) (Bt i) - 48
27,657 8,075
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BEECE )

For the six months ended 30 June 2017
HE_ZT—tFA=THIEAEA

17.Related Party Transactions (continued)

(@)

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

Notes:

0)

(i)

(i)

Guangzhou Bawang was effectively 100% owned by Mr. CHEN
Zheng He, the chief executive officer and an executive director of
the Company. As at 30 June 2017 and 31 December 2016, the
balance due from Guangzhou Bawang mainly represented rental
prepayment. The balance was unsecured, interest-free and
repayable on demand.

Guangzhou Chenming and Guangzhou Qiancai are under the
control of the close family members of the Controlling Shareholders
of the Company. The credit term granted by Guangzhou Chenming
and Guangzhou Qiancai is 30 days. The balances were unsecured
and interest-free. As at 30 June 2017 and 31 December 2016, the
amounts due to Guangzhou Chenming and Guangzhou Qiancai
were due within 1 month or on demand.

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

Guangzhou Bawang Hotel was effectively 100% owned by the
Controlling Shareholders of the Group. The balance due to
Guangzhou Bawang International mainly represented meeting and
catering services payable. The balance was unsecured, interest-
free and repayment on demand.

Guangzhou Xiaoxiao was under the control of the Controlling
Shareholders of the Group. The credit term granted by Guangzhou
Xiaoxiao is payment before delivery. The balances were unsecured
and interest-free.

17.BEE R RS @
@ REFRHREBRENZ2&EHN

R

B 3E

(i)

()

_‘

M= )

BMNBEIHARRZHATESER
BEHNTERERSKXL100%E
REE-R=_ZE—tF~A=F
BM=Z—X"E+=ZA=+—
B BNBINHAREHREIZA
ENEE BRLHERR .
B R BREE -

BEMEBEMEMNBEREAARAF
2 AR AR SR B R ) B R BERK B 1R
ey mEMEEMENGRS
FTHREEHA0E - EHEHE
KRS R_T—+tF~A
=+HBERZE—R"FT+ZA=T
— B EMNERAMGBERAH K%
BE—EARE KR EREE -

JE N3 A B R 7R A 4R R R R
ARBEGHNERAR  ARQE
REMNBERENERHZIGK
FREHREERREEMN -

FE N B8 E VB JE m A & 4% AR ARGR
100% %6 B HEH - BN &WEEE
WP REHRTIERENERERE
RIRBE - -ERAGEHEER %
BAWIRERERE -

BEMANNEREEER AR H
7N 55 42 I R SRAE 1 o R T BN
NERBRAREEE A
RS RR IR RS o
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BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

17.Related Party Transactions (continueq)

AY

17.BE IR S w

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

(b)

REBEHAN AEBEEET
RIVIATRS :

Six months ended

BZEAEA
2017 2016
—E—tF | —T-XF
RMB’000 RMB’000
AR®BTRT | AR T
(Unaudited) (Unaudited)
(REER) (REER)
Trade related
EZ5 M8
Guangzhou Chenming (note i) Purchase of packaging materials 3,473 2,545
J& M &= B8 (Bt %) ERAE B MR
Guangzhou Qiancai (note ii) Purchase of packaging materials 117 382
& N 15 5% (Bff = i) BRAE B MR
Non-trade related
FEZHH
Guangzhou Bawang (note iii) Utilities paid on behalf 295 196
& N 8B £ (Bt =iii) RBINKEE
Guangzhou Bawang International Conference and catering services
Hotel Co., Ltd. (note iv) received 597 6566
& N 8B BB KB [ BEX R NEKRG
B R 2~ a (P sEiv)
Guangzhou Bawang (note v) Rent of production plant and
office premises 5,300 7,277
BN 8B E (i zEv) HEFEERE NP RSH

Notes:

)

(i)

During the six months ended 30 June 2017, packaging materials
were purchased from Guangzhou Chenming amounting to
approximately RMB3,473,000 (six months ended 30 June 2016:
approximately RMB2,545,000). The directors of the Company
have confirmed that the basis of consideration for the purchase of
packaging materials is the prevailing market price.

During the six months ended 30 June 2017, packaging materials
were purchased from Guangzhou Qiancai amounting to
approximately RMB117,000 (six months ended 30 June 2016:
approximately RMB382,000). The directors of the Company have
confirmed that the basis of consideration for the purchase of
packaging materials is the prevailing market price.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE )

For the six months ended 30 June 2017

17.Related Party Transactions (continued)

(b)

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

Notes: (Continued)

(i)

(v)

During the six months ended 30 June 2017, utilities expenses
were paid on behalf of the Group by Guangzhou Bawang
amounting to approximately RMB295,000 (six months ended 30
June 2016: approximately RMB196,000).

During the six months ended 30 June 2017, meeting and catering
services were provided to the Group by Guangzhou Bawang
International Hotel Co., Ltd. amounting to approximately
RMB597,000 (six months ended 30 June 2016: approximately
RMB555,000). Guangzhou Bawang International Hotel Co., Ltd.
was effectively 100% owned by the Controlling Shareholders of the
Company. The directors of the Company are of the opinion that
the above transactions were conducted on normal commercial
terms in the ordinary course of business.

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

On 9 August 2013, The Group and Guangzhou Bawang entered
into lease agreements, pursuant to which The Group leased from
Guangzhou Bawang the production plant and office premises at
fixed monthly rental of RMB1,120,000 and RMB92,800,
respectively. The terms of the lease under the agreements are 3
years from 9 August 2013. Following the expiry of the previous
lease agreements, The Group and Guangzhou Bawang agreed on
9 August 2016 to enter into the new lease agreements in relation
to the same premises with a reduced leased area at fixed monthly
rental of RMB800,000 and RMB84,000 for a term of three years
commencing from 9 August 2016. Details of which were set out in
the Company’s announcement dated 9 August 2016. During the
six months ended 30 June 2017, approximately RMB5,300,000 (six
months ended 30 June 2016: approximately RMB7,277,000) was
recognised in the condensed consolidated statement of profit or
loss and other comprehensive income.

HE

—Z—tFRNA=THIERER

7TBERTRZ mw

REBEHA AEBEEEKT

(b)
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BHE-_ZT—+tFA=1+THLR
BR BMBEIREAEEXNH
KEER KL ARK2950007T
(BEz=—F—X"F~A=t+H1

~ER : B9 AR M 196,0007T) ©

HE_ZT—+tFA=1THLR
BA EBEMBEBEBEXBESR
AEIAAEERENEHRER
R 7% & A 4 ;.Jr A R # 49597,000

T(EHE=ZZE—X~"E~A=T
EIJt/\ﬂﬁ] : #) A R #555,000
L) EMBEIBEBKRBESRR
A Bl AR A ERRRE100%E
MR - ARAESZERALIR
SHEREEBBAERTREER
FEBRFEITH ©

AEBEHENFEEIZTNIE
BHREEERERBAZETFH
HEWmE -

R-ZFE—Z=ZF\AhB EEIE
MEBEMBET LMD EER
HoBM BIEMAEMEE
HELEREMKE S A
BEHEkEBEADNAAR
1,120,000 1 A R #92,800 © 1%
EMALHR A2013F8 A9H
HB3F - E 2 R A & %% B
% REEME Jl\safﬂ =
E—RNENANLBEET —HE
Eﬁ@fﬁyﬁﬂﬁﬁﬁs’qié%ﬁﬁ
ME—PWAGZHHAEE S RIL
A A B #800,000 7T #184,0007T
HEWE ZWHEE T —~F
NANLBRERB=F - FBH
RARZE—AR"ENANBEMHK
HMAGE - BE_ZT—tFAAZ=
+ B 1k # A R #5,300,000( =
TE-XNENA=ZTHLEANHEA :
HANR#7277,000) B i ALK A
B R MEAMSRE WP o

tEhmmeE 7



Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

17.Related Party Transactions (continueq)

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

I

17.BE IR S w

ARREENEMERZEEE
RERBERANNM T

Six months ended 30 June
BEANA=1THLIEAEAR

2017 2016

—E—tF | ZT—KF

RMB’000 RMB’000

AR T AR® T T

(Unaudited) (Unaudited)

(REEER) (REEEZ)

Short-term employee benefits EHEEE =N 1,077 1,065
Contribution to defined contribution FEAMH TR K18 FEH 2

retirement plans =K 66 76

1,143 1,141

18. 8 AN R IE

18. Commitments

30 June 31 December

2017 2016

—E—tF —E-RF

AA=+H |[+tZA=+—H

RMB’000 RMB’000

AR T AR®ET T

(Unaudited) (Audited)

(REBEZ) (&%)

Capital commitments for acquisition B %5 4918 I & 7& £ 8 42 & Bt
of property, plant and equipment BHRERTPRENEEEEY
contracted for but not provided for % - B KM &% & H) & AN & E
in the condensed consolidated
financial statements 2,406 2,406
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE )

19. Litigation

(@)

The Directors of the Company consider that the contents
of the relevant article published by a media company on
14 July 2010 are defamatory to the Group and/or amount
to malicious falsehood. Therefore, the Group commenced
legal proceedings in the High Court of Hong Kong in
October 2010 against the media company seeking, inter
alia, damages and an injunction to restrain the media
company from publishing such contents or similar
contents. The trial of the legal proceedings has been
completed on 29 August 2015. On 23 May 2016, the
Group received the final judgment handed down by the
Court of First Instance of the High Court of Hong Kong in
respect of the legal proceedings and the Group won the
Legal Proceedings. According to the final judgment the
media company was ordered by the High Court of Hong
Kong to pay the Group, general damages for libel in an
aggregate amount of approximately HK$3,005,000 (the
“Damages”). The High Court of Hong Kong also made a
costs order nisi that Next Magazine should pay to the
Group 80% of the legal costs of the Company and
Bawang Guangzhou in respect of the Legal Proceedings (the
“Costs”). On 16 December 2016, the Court of First
Instance made an order by consent of the parties that in
lieu of taxation of the costs of the action, the Defendant
do pay the Plaintiffs the sum of HK$18,000,000 (inclusive
of interest and the cost of taxation) (equivalent of
approximately RMB16,101,000) in full and final settlement
of the Costs payable by the Defendant to the Plaintiffs in
the action pursuant to the above. The Damages was
received by the Group during the year ended 31
December 2016. On 25 January 2017, the Group received
the Costs of HK$18,000,000 (equivalent to
RMB16,101,000).

The Damages and the Costs have been recognised as
other income for the year ended 31 December 2016.

For the six months ended 30 June 2017

BE_ZT—tFRA=TBIAEAR
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(@)
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3,005,000 W FF 5l — R B
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

19 thlgatlon (Continued)

(b)

In prior years, a lawsuit was filed by a former
subcontractor against Bawang (China) Beverage Co.,
Limited (“Bawang Beverage”) in People’s Court of
Songjiang District of Shanghai (the “Shanghai Court”) in
respect of a dispute in the material processing contract
between the former subcontractor and Bawang Beverage.
In 2013, Bawang Beverage received a civil order issued
by the Shanghai Court, which accepted the application by
the former subcontractor for property attachment prior to
lawsuit to freeze Bawang Beverage’s bank accounts in
the amount of approximately RMB873,000 or other assets
under the name of Bawang Beverage. In connection with
the lawsuit, one of Bawang Beverage’'s bank accounts
with an amount of approximately RMB309,000 was
frozen. No accrual has been recorded by the Group as at
31 December 2013 based on the opinion provided by the
PRC legal counsel acting on behalf of Bawang Beverage.

On 20 June 2014, Shanghai No. 1 Intermediate People’s
Court gave its final ruling that Bawang Beverage was liable
to the former subcontractor for an amount of
approximately RMB643,000 and a legal cost of
approximately RMB19,000. Accordingly, provision for
litigation in amount of approximately RMB662,000 was
recognised as other expense in the consolidated
statement of profit or loss and amount of approximately
RMB324,000 was settled during the year ended 31
December 2014. During the year ended 31 December
2016, the six months ended 2017 and up to the date of
this report, the remaining provision of approximately
RMB338,000 has not been settled.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE )

19 thlgatlon (Continued)

()

During the year ended 31 December 2014, a lawsuit was
filed by Bawang Guangzhou against a supplier in District
Court for the incomplete construction and unsatisfactory
performance of plant and machineries provided by the
supplier. On 2 February 2015, the District Court issued a
verdict for the lawsuit whereby (i) the purchase contracts
for the plant and machineries were terminated; (i) the
supplier should pay Bawang Guangzhou a sum of
approximately RMB22,518,000 representing purchase
cost paid and liquidated damages in addition to interest;
and (i) the plant and machineries concerned should be
dismantled and removed from the factory of Bawang
Guangzhou.

During the year ended 31 December 2015, Bawang
Guangzhou applied for an injunction against the supplier
in District Court to execute the court order handed down
in 2014. On 14 October 2016, the Group received
approximately RMB170,000 from the supplier through the
execution by the court and the above amount has been
recognised as other income for the year ended 31
December 2016. Upon further negotiation with the
supplier, Bawang Guangzhou is willing to settle the case
outside the court. During the year ended 31 December
2016, the six months ended 30 June 2017 and up to the
date of this report, no agreement has been signed and no
settlement has been received from the supplier except the
above amount.

During the year ended 31 December 2015, a lawsuit was
filed by a total of 14 former employees against Bawang
Guangzhou in the District Court in respect of termination
compensation for a total sum of approximately
RMB2,891,000 representing related severance payments,
salaries and social insurance expenses. Provision of
litigation in the amount of RMB500,000 was recognised
as administrative expenses in the consolidated statement
of profit or loss for the year ended 31 December 2015.

For the six months ended 30 June 2017
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE S )

For the six months ended 30 June 2017
BHE_ZT—tFAA=FTHIENEAR

19 thlgatlon (Continued)

(@

(Continued)

During the year ended 31 December 2016, the District
Court handed down the judgement for 12 out of 14
employees that the Group was liable to the former
employees for a sum of approximately RMB652,000. The
Group lodged an appeal against the decision to the
Intermediate Court for 9 out of 12 employees and the
other 3 employees appealed by themselves against the
decision to the Intermediate Court. During the six months
ended 30 June 2017, the Court handed down 11 out of
12 employees that the Group was liable to them for a sum
of approximately RMB736,000. The Group has been
settled the sum for the period ended 30 June 2017.

For the remaining two employees, the court handed down
the judgment for one of them that the Group was liable to
the former employee for a sum of approximately
RMB208,000 and the appeal by the Group was rejected
by the court. For the other one, the court handed down
the judgment that the Group was liable to the former
employee for a sum of approximately RMB45,000 and the
Group lodged an appeal against the decision. On 8 March
2017, the appeal by the Group was rejected by the court.
The Group has been settled the sum for the period ended
30 June 2017.

During the year ended 31 December 2015, a lawsuit was
filed by a former employee against Bawang Guangzhou in
the District Court in respect of termination compensation.
On 8 October 2015, the District Court gave its first ruling
that Bawang Guangzhou was liable to the former
employee for a sum of approximately RMB149,000
representing related severance payments and salaries.
Both the plaintiff and Bawang Guangzhou lodged an
appeal against the decision. As no hearing had been fixed
for the appeal then, a provision of litigation in the amount
of approximately RMB149,000 was recognised as
administrative expenses in the consolidated statement of
profit or loss.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BEECE )

19 thlgatlon (Continued)

)

(Continued)

During the year ended 31 December 2016, the
Intermediate Court handed down the judgment that the
Group was liable to the former employee for a sum of
approximately RMB167,000 representing related
severance payments and salaries and the Group settled
the amount during the year. Accordingly, additional
provision of approximately RMB18,000 was recognised as
administrative expenses in the consolidated statement of
profit or loss for the year ended 31 December 2016.

The Group has fully settled the sum during the six months
ended 30 June 2017.

During the year ended 31 December 2015, a total of 3
lawsuits were filed by the same supplier against Bawang
Guangzhou in the District Court and Guangzhou
Arbitration Commission for a total sum of approximately
RMB1,810,000 and RMB859,000 respectively,
representing outstanding retention fees and construction
fees. Accordingly, provision of litigation in the amount of
approximately RMB2,669,000 was recognised as
administrative expenses in the consolidated statement of
profit or loss based on the opinion provided by the PRC
legal counsel acting on behalf of Bawang Guangzhou.

During the year ended 31 December 2016, the District
Court and Guangzhou Arbitration Commission handed
down the judgment that the Group was liable to settle
the amount of approximately RMB1,810,000 and
RMB928,000 respectively with corresponding legal cost
and arbitration fee of approximately RMB23,000 and
RMB23,000 respectively. Therefore, the Group entered an
agreement with the supplier that the Group will settle the
above amounts by 8 monthly installments for the period
from August 2016 to March 2017. The monthly installment
is RMB350,000 and the remaining balance will be settled
by the last time of installment. Additional provision of
RMB115,000 was recognised as administrative expenses
in the consolidated statement of profit or loss for the year
ended 31 December 2016.

For the six months ended 30 June 2017
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For the six months ended 30 June 2017
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19 thlgatlon (Continued)

(f)

(Continued)

The Group has settled approximately RMB1,750,000
during the year ended 31 December 2016 and the
remaining provision of approximately RMB1,034,000 has
been settled during the six months ended 30 June 2017.

During the year ended 31 December 2016, a lawsuit was
filed by the Group against a former joint venture in the
District Court for the outstanding receivable amount of
rental deposit and goods sold. The Group requested for
the following claim: (i) Repayment of the rental deposit of
approximately RMB57,000; (i) Repayment of the goods
sold of approximately RMB232,000; and (jii) Repayment of
the overdue penalty of goods sold of approximately
RMB232,000.

On 15 March 2017, the Group withdrew the lawsuit.

During the six months ended 30 June 2017, a lawsuit was
filed by a publicly known athlete against Bawang
Guangzhou in the Court for the infringement of portrait
rights for the business purpose. The athlete requested for
the total sum RMB410,000 representing economic loss
compensation. After negotiation, Bawang Guangzhou and
the athlete are willing to settle the case outside the court.
According to the negotiation, Bawang Guangzhou should
paid a sum RMB40,000 to the athlete. Accordingly,
provision for litigation in amount of RMB40,000 was
recognised as administrative expense in the condensed
consolidated statement of profit or loss.
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