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AUTHORISED REPRESENTATIVES RERR
CHEN Zheng He PR IF %5

WONG Sin Yung cpa = ERcora
REGISTERED OFFICE TSR
Cricket Square Cricket Square
Hutchins Drive Hutchins Drive
P.O. Box 2681 P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

Grand Cayman, KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN THE PREEFEE XA
PEOPLE’S REPUBLIC OF CHINA (“PRC”)

Bawang Industrial Park A

468 Guanghua 3rd Road BEM

Baiyun District HEE

Guangzhou Bt = #% 4685%

510450 FTIXER

PRC B 4% 1 510450

PLACE OF BUSINESS IN HONG KONG BEBEEME
Suite B, 16/F o

Ritz Plaza Be

122 Austin Road L

Tsimshatsui 7] = ) 38 12257
Kowloon B Hr A L

Hong Kong 161EB=E

HONG KONG BRANCH SHARE REGISTRAR

AND TRANSFER OFFICE
Boardroom Share Registrars (HK) Limited EEEBFETLERAT
2103B, 21/F., 148 Electric Road BB
North Point it A

Hong Kong
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Corporate Information (Continued)
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Conyers Trust Company (Cayman) Limited

(formerly known as Codan Trust Company (Cayman) Limited)
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P.O. Box 2681
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Cayman Islands

AUDITOR

SHINEWING (HK) CPA Limited
43/F, Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

LEGAL ADVISOR ON HONG KONG LAW

PETER YUEN & ASSOCIATES

(IN ASSOCIATION WITH FANGDA PARTNERS)
26/F, One Exchange Square

8 Connaught Place

Central, Hong Kong

COMPANY’S WEBSITE

www.bawang.com.cn

STOCK CODE
01338

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road Central
Hong Kong

Bank of China Limited
1073 Jichang Road
Guangzhou 510410
PRC
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Management Discussion and Analysis

BUSINESS REVIEW

The Directors report that the total revenue of the Group for the six
months ended 30 June 2018 was approximately RMB126.0 million,
representing an increase of approximately 17.6% from approximately
RMB107.1 million for the same period last year. The operating loss of
the Group for the six months ended 30 June 2018 was approximately
RMB11.4 million, as compared with the operating profit of
approximately RMB1.4 million for the same period last year. The
actual operating loss was lower than the range that was indicated in
the profit warning announcement of the Company dated 15 August
2018 because an adjustment to the administrative expenses in the
amount of approximately RMB3.0 million was subsequently made.

For the six months ended 30 June 2018, the net loss of the Group
was approximately RMB11.4 million, as compared with the operating
profit of approximately RMB1.1 million for the same period last year.

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

To enhance the sales of various branded products, the Group carried
out over 30 sales promotional activities known as “Nuclear Explosion”
specifically for the points of sales in the traditional channel in various
locations such as Beijing, Henan, Hubei, and Chongging during the
period under review. Whilst selling the products, the purpose of
promoting and publicizing the products was also achieved. Extensive
in-store promotions were also carried out on various festive days
throughout the period.

In April 2018, the Group selected a popular creative singer, Mr. Mao
Buyi [F15] , as our image and brand ambassador of the Bawang
branded shampoo and hair care products. We made full use of the
image of the new brand ambassador to capture our customers’
attention through advertisements on television, subways, bus stops,
residential lifts and at the points-of-sales. Additionally, we publicized
our Bawang branded products through interactions among the brand
ambassador and his supporters on various social media platforms.
With such variety of publicity contents and styles, the activities
enlarged our customer base, deepened our brand penetration and
boosted the sales of our products. Leveraging on the image of our
image and brand ambassador, we have launched a new marketing
theme: “Not easy to suffer hair fall whilst with you”.
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Management Discussion and Analysis (Continued)

EEER W R D (&)

To further motivate the Group’s distributors and sales team, we will
continue to offer incentive leisure travel scheme for the participating
distributors and internal staff members for free if they complete the
predetermined sales target within a specified period.

During the period under review, for the purpose of building up the
brand image of “Little King” and enhancing the sales of products,
childcare tutorials were held for the young mothers to promote the
concepts of using Chinese herbal childcare products. To make good
use of the sales opportunities, hair care assessments and treatments
were conducted for the mothers at the same time. A WeChat network
for after-sale discussions addressing questions regarding childcare
and hair care between the sales teams and the customers was
established to promote the brand and functionalities of our products
and to enlarge our potential customer base.

As at 30 June 2018, the Bawang brand distribution network
comprised approximately 737 distributors and nine KA retailers,
covering 27 provinces and four municipalities in China. Furthermore,
the products of the Group were also sold in Hong Kong, Singapore,
Thailand and Malaysia.

During the period under review, the Group marketed the branded
shampoo products, “Royal Wind”, with the theme “Let's chase for
the wind rather than wait for the wind”. As at 30 June 2018, the Royal
Wind brand distribution network comprised approximately 737
distributors and nine KA retailers, covering 27 provinces and four
municipalities in China.

Our Litao products mainly comprised 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. As at 30 June 2018, the Litao products distribution network
comprised approximately 737 distributors and two KA retailers,
covering 27 provinces and four municipalities in China.

Our 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 2018, 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.

RTE-THBAREBEHEEMEESE
B - 72N 6% B % 4 A 1) B L 7 8 HIRE 2
REHER B2 ELHPHMAE TR
BB BB B I B B A& o

REOERA BTIENBERBEME
MEREE AEEEEHHFESS
MRTAZEEEHEREREH P E
REEEEMNER - LEHEKEN
Rl - SHE ISP M BEEEE AN
RENERMA AEBEEBERBRTH
EEGKMHEE CHNMEREES
NEBREREEERAERNOEER
woNAERMNNEEREEEZE N
BINmMEKRLALBEBREENHE
B

22— N\NFRAA=t+HIL BIEH
BB E R AB737E D iHmE &Ko
BEHTER BEPRH27ELEH KMEE
EEM - AEENERBEESE
EFTINE - REARE R -

REBHA AEEHERERMENZE
HEBIFAKR THEREl-BHEZ
TE-NEFRA=1TH ERmMEDHB
MEBABMSTESHBRIEEHTE
BBEETETEAORENEEED -

BREEMTIBHAABEMEIREN
NP —=gumrEEERBERRP
HR-AEENERERTERAEE
BAFE - BE—_ZT-\FXA=1TH B
RO HBEEREAMTITES HE &
MESEHTER BETEH22rEE N R
MEEED -

AEEERZBERFHEEREAMRY
EERBA BRBEREREARANEE
FRFRNMTRBEESEHABL
M- BE_FT-—NEFANA=Z+H KEE
MmEDHEHRAERERMOCSESHEE K —
BENTER BEPRH7TELHD LT
EEEM - ERBERA - NEEELB0
Rt REMEERBEEAEEER -



Management Discussion and Ana|ysis (Continued)

As at 30 June 2018, the Group established online flagship stores for
our Bawang, Royal Wind and Herborn branded products on 14 online
retailing platforms in China. We will deepen our efforts in the
development of these channels.

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

— a patent of an ingredient mixture for an anti-hair fall Chinese
herbal shampoo and its manufacturing know-how, which was
issued by the State Intellectual Property Office of China in June
2018;

— our Chinese herbal skincare series shampoo and hair care
products and shower gel products were both recognised as “New
Hi-Tech Products of Guangdong Province” (B34 & & il & &)
by the New Hi-Tech Enterprise Association of Guangdong
Province in December 2017 for a period of three years until the
end of 2020;

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

— three Bawang branded shampoos 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
meet the requirements of US FDA CFSAN by reference to
Cosmetic Good Manufacturing Practices (GMP) Guidelines
2008; and

— 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.
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Monqgemenf Discussion and Analysis (Continued)

BEE W& D (&)

FINANCIAL REVIEW

Revenue

During the six months ended 30 June 2018, the Group’s revenue
from operations amounted to approximately RMB126.0 million,
representing an increase of approximately 17.6% from approximately
RMB107.1 million for the same period last year. Revenue through the
online sales channel was approximately RMB58.3 million,
representing a substantial increase of approximately 106.0% from
approximately RMB28.3 million for the same period last year, but
such increase was partially offset by the decrease in the aggregate
revenue generated from the traditional sales channels.

During the six months ended 30 June 2018, the Group’s core brand,
Bawang, generated a revenue of approximately RMB112.2 million,
which accounted for approximately 89.0% of the Group’s total
revenue, and represented an increase of approximately 28.2% as
compared with the same period last year.

During the six months ended 30 June 2018, the Group’s branded
Chinese herbal anti-dandruff haircare series, Royal Wind, generated a
revenue of approximately RMB4.5 million, which accounted for
approximately 3.6% of the Group’s total revenue, represented a
decrease of approximately 44.4% as compared with the same period
last year.

During the six months ended 30 June 2018, the Group’s natural-
based branded shampoo, shower gel and laundry detergent products
series, Litao, generated a revenue of approximately RMB4.8 million,
which accounted for approximately 3.8% of the Group’s total
revenue, represented a decrease of approximately 34.2% as
compared with the same period last year.

During the six months ended 30 June 2018, the Group’s branded
Chinese herbal skincare series, Herborn, generated a revenue of
approximately RMB4.0 million, which accounted for approximately
3.2% of the Group’s total revenue, represented an increase of
approximately 53.8% 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 2018, sales to our
distributors and retailers represented approximately 91.9% and
approximately 8.1%, respectively, of the Group’s total revenue.
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Management Discussion and Ana|ysis (Continued)

During the six months ended 30 June 2018, our products were also
sold in Hong Kong, Singapore, Thailand and Malaysia. The revenue
attributed to these overseas markets outside of China accounted for
approximately 3.0% of our total revenue during the six months ended
30 June 2018.

Cost of Sales

During the six months ended 30 June 2018, cost of sales amounted
to approximately RMB69.9 million, representing an increase of
approximately RMB12.6 million (or approximately 22.0%) from
approximately RMB57.3 million during the same period last year. The
overall increase in cost of sales was primarily due to an increase in
the volume of production which was driven by higher demand for our
products. As a percentage of revenue, cost of sales for the six
months ended 30 June 2018 increased from approximately 53.5% in
2017 to approximately 55.5%, which was mainly due to an increase
of packaging materials and direct labour costs.

Gross Profit

During the six months ended 30 June 2018, the Group’s gross profit
amounted to approximately RMB56.1 million, representing an
increase of approximately 12.7% from approximately RMB49.8 million
for the same period last year. The gross profit margin for the six
months ended 30 June 2018 decreased from approximately 46.5%
in the same period in 2017 to approximately 44.5%. The decrease in
the gross profit margin was mainly attributable to an increase of cost
of sales.

Selling and Distribution Costs

During the six months ended 30 June 2018, selling and distribution
costs amounted to approximately RMB54.8 million, representing an
increase of approximately 33.0% from approximately RMB41.2 million
for the same period last year. Such increase was primarily due to an
increase in online marketing and promotion expenses of the online
sales channel and travelling expenses of our operational staff.

Administrative Expenses

During the six months ended 30 June 2018, administrative expenses
amounted to approximately RMB13.5 million, representing a
decrease of approximately 14.0% from approximately RMB15.7
million for the same period last year. The decrease was primarily due
to a decrease in legal and professional fees, which was partially offset
by an increase in R&D expenses.
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Management Discussion and Analysis (Continued)

EEER W R D (&)

Loss from Operations

The Group recorded an operating loss of approximately RMB11.4
million for the six months ended 30 June 2018, as compared with the
operating profit of approximately RMB1.4 million for the same period
last year. The operating loss is primarily attributable to the following
factors: (1) an increase in the costs of sales; (2) a decrease in other
income; and (3) an increase in selling and distribution expenses. The
Group’s operating loss was partially offset by an increase in marginal
revenue from the increase in online sales channel in the first half of
2018 as compared to the same period last year.

Finance Costs

For the six months ended 30 June 2018, interest on bank borrowings
was less than RMB1,000 because the bank borrowing was drawn
down on 26 June 2018 (six months ended 30 June 2017: RMBO0.2
million).

Other Income

The Group recorded other income of approximately RMB1.3 million
for the six months ended 30 June 2018, representing a decrease of
approximately 85.1% from approximately RMB8.7 million for the
same period last year. Such decrease was primarily attributable to
the Group ceasing to receive research and development subsidies
from the PRC government and the lack of write-back of excessive
provision for selling expenses that was made in previous year.

Income Tax Expense

During the two six month periods ended 30 June 2018 and 30 June
2017, respectively, the Group did not have any income tax expense
and/or reversal.

Net Loss for the Period from Operations

As a result of the combined effect of the abovementioned factors, the
Group recorded a net loss from operations of approximately
RMB11.4 milion for the six months ended 30 June 2018, as
compared with the net profit from operations of approximately
RMB1.1 million for the six months ended 30 June 2017.

Loss for the Period Attributable to Owners of the
Company

As a result of the combined effect of the above factors, the Group
recorded a loss attributable to owners of the Company of
approximately RMB11.4 million for the six months ended 30 June
2018, as compared with a profit attributable to owners of the
Company of approximately RMB1.1 million for the same period last
year.
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Management Discussion and Analysis (Continued)

Events after the Reporting Period

As disclosed in the Company’s announcement dated 16 July 2018,
Ms. WAN Yuhua had transferred her 24.71% interest in Fortune
Station Limited (“Fortune Station”), the controlling shareholder of the
Company, to Mr. CHEN Qiyuan, and Ms. WAN Yuhua ceased to
have any beneficial interest in Fortune Station and the Company.

OUTLOOK

The International Monetary Fund recently kept its annual forecast
growth for China’s 2018 gross domestic product (“GDP”) unchanged
at approximately 6.6% in 2018, but warned that overly rapid credit
growth and trade frictions could pose risks for the Chinese economy.
The Chinese GDP grew 6.8% in the first half of 2018, beating general
market expectation, which has been buoyed by strong consumer
demand and surprisingly robust property investment. However, the
escalating trade dispute between the United States and China has
raised uncertainty about the outlook on the Chinese economy, which
has roiled Chinese financial markets recently and may develop into a
near-term threat to the global economic growth.

The Directors are of the views that in line with the “New Normal”
policy, the long-term trend for China would be slower investment and
economic growth, which would rebalance away from investments
toward internal consumption to stimulate growth. The GDP growth in
China is expected to adjust smoothly downward to 6.4% in 2019.
Even with this slowdown, the growth rate is still high by international
standards.

When formulating the business strategies of the Group, the Directors
would take all these views on the evolving macroeconomic
environment into consideration.

The corporate operational theme for the rest of 2018 is “The King is
back; Result is King”.

For our Bawang branded product series, the Group will leverage on
the publicity effect and the personal image of our young brand
ambassador to develop and to expand its market segment to the
younger generation. Trendy, colourful and animated packing will be
designed for our Bawang branded hair care and shampoo products
to attract the younger customers. Through internet and social media,
the Group will make use of different marketing themes and through
the microblog of our brand ambassador to disseminate the concept
of anti-hair fall through traditional Chinese medicine. The Group will
also educate the younger customers on the importance of taking
precautionary steps for anti-hair fall while they are young.

EEE W R D (&)

BEHWRER

FUARRE-_ZE—N\FLtA+<HH
NERREN BEXELLIELEBHE
N X T EY 12 A% A% B Fortune Station Limited
([ Fortune Station |) #924.71% 9 i% & & &
BKTHRERLE MEBEXRTAUTBES
Fortune Station 1 28 2 Bl f)E 1] B s %45 ©

R E

B PR E R E 2 48 A TR OB b 2018 &
F BN L E 4 E(GDP)IE & R 46.6%
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Management Discussion and Analysis (Continued)
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As for the Little King branded children’s product series, the Group will
work on the brand-building process and develop both the traditional
as well as online sales channels. To enhance the brand recognition,
Chinese herbal childcare briefings will be carried out together with in-
store sales promotion campaigns.

For our Royal Wind branded product series, the Group will continue
to make use of the marketing scheme “Let’'s chase for the wind,
rather than wait for the wind” to target young customers who are
looking for a trendy life-style. We intends to re-package this product
series and to rollout brand new series mainly through the online sales
channel.

For our Herborn branded product series, the Group will expand the
sales of this branded products through its online sales channel.

For the channel developments, the Group will develop its sales
channels through the conventional stores using a progressive
approach. 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 HPC
products in the dedicated areas inside the contracted supermarkets.
Whilst the Group will continue its “Nuclear Explosion” promotional in-
store activities, we will ensure a steady development of the traditional
sales channel. At the same time, leveraging on the growing trend of
sales by the Group through its online sales channel over the past two
years, we will continue to aggressively expand our online sales
channel with well-developed trading platforms such as Taobao and
Jingdong. We will refer to information generated from big data
analysis and the outcome of promotional activities, which will be used
as a basis to plan for future online promotions for the target customer
groups, to optimize sales conversion rate and to maintain online sales
growth momentum.

For production management, our production process was re-
accredited to meet the requirements for good manufacturing practice
for cosmetic goods by both the US FDA CFSAN and ISO 22716
during the period under review. In order to keep the customers
satisfied with our products, we believe that the quality of products is
of utmost importance. We will strengthen the standard production
control system to ensure production efficiency. We will also ensure
strict compliance to various rules and regulations on production
management, such as industry safety, environmental protections, and
staff welfare. We will strive to keep our production process
transparent so as to enhance the customers’ confidence in the
quality of our products.
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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 announcement, 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 household and personal care (‘HPC”)
products for regaining the sales growth momentum and profitability,
and to improve investors’ confidence in the Group; in the long run,
the Group will continue to focus on strengthening its business model
and market positioning to increase its market share among domestic
and international competitors, maintaining a multi-brand and multi-
product strategies in the HPC sector, and becoming a leader in the
branded Chinese herbal HPC products.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

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

EEXEBERFASTE AKEBEKESR
HREBEEHAAENARE LXK
BHREEREREMER - AEE A
RO EESKEEENBINEHERER
REZEEXAFENES -

BEARSEMZB  NEBEYLEEM
FHEAKRBENEBEE YAERAT
ERESHEENKRBEHS -

RERK ETRENEERES  #5F
MBEREAMEB BB ASEFENR
TRET®E - -gLEHfms  AEBEFHAER
EREAZERTERBHINOHERE
RIAHERA - 2T BN YREAEE
REENEL REMME  AEEH#
BERZERER  OHEEARIEFHTF
REMTHNE FTEAZELERM®
EREREEAENHERE KAE2X
TEERENBEAERERBELE -

RBEE MBERREXRR
1B
7 S5 18 4% F AR <7 #0 3R B 5 B 30 4R 55 B IF

MRRENPBERR  RBESNPEE
BREINH T

30 June 31 December

2018 2017

R-ZE—-N\F R-ZE—+F

AA=+H +=-ZA=+—H

RMB in million RMB in million

ARBEER AREBETT

(Unaudited) (Audited)

(REER) (Je T %)

Cash and cash equivalent RITEFRES 54.3 46.1
Total loans BB 12.6 _
Total assets BEE 208.2 208.4
Gearing ratio™© BEABEXRR 4.2% —

Note: Calculated as total loans divided by total assets.
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MATERIAL ACQUISITION AND DISPOSAL

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

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES AND RELATED HEDGES

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.

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.

For the six months ended 30 June 2018, 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 2018, the Group did not have any significant
contingent liabilities.

CAPITAL COMMITMENT

As at 30 June 2018, the capital commitment for acquisition of
property, plant and equipment of the Group was approximately
RMB2.5 million.
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Management Discussion and Analysis (Continued)

CHARGE OF ASSETS

As at 30 June 2018, buildings with carrying values of approximately
RMB3.6 million (2017: approximately RMB3.8 million) had been
pledged to secure banking facilities granted to the Group. As at 30
June 2018, banking facilities of approximately RMB12.6 million were
utilised and approximately RMB67.4 million were unutilised and
available for the Group’s future financing.

TRADE AND OTHER PAYABLES

As at 30 June 2018, the trade and other payables of the Group were
approximately RMB113.9 million (2017: approximately RMB117.4
million), which decreased slightly as compared with 2017. For the
period ended 30 June 2018, trade and other payables did not include
any balances due to related parties.

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 2018, 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 motivation. We required our senior sales and
marketing staff to attend brand positioning strategy courses, and we
required our finance and accounting staff to attend seminars about
the latest accounting standards, taxation practices and budgetary
control.
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Monqgemenf Discussion and Analysis (Continued)
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As at 30 June 2018, the Group employed 977 employees (30 June
2017: 1,208), consisting of full-time employees and contract
personnel in the PRC and Hong Kong. The total personnel expenses,
comprising wages, salaries and benefits, and equity-settled share-
based payments, amounted to approximately RMB23.1 million for the
six months ended 30 June 2018 (six months ended 30 June 2017:
approximately RMB23.4 million).

The following table sets forth a breakdown of the total headcount of
our employees as at 30 June 2018 and 2017, respectively:

R-ZB-NEXNA=1+H A&EBRERE
THET(ZE—ttF~NA=Z+H:
1208) EFBIEEFEMEEN 2B
BINUNKAHNEE -BAESHIBETL
B HFeMBAARAESLEEZR G
YRNZE - #HE_Z-N\FA=Z1H
WEREARNARKEI1BET(EHE-Z
—+tERNAZFTHIEAEA: HARKE
234BETT) °

TERAMNEIR —_F-NEFERXA=1+H
M_E—t+FXA=ZTHHMANRESR
ABEBRA -

As at As at

30 June 2018 30 June 2017

R=ZZE—NEF RZE—+F

~HA=+H NAZ=T1H

Full-time employees *HES 184 205
Contract personnel AHEE

— Sales persons —fEHE 426 577

— Others — HAth 367 426

Total headcount A g 977 1,208

The employees’ remuneration, promotion and salary review are ANEFEME TH ZH R IEEFR

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, and that a
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.

BANTEREE TERR -BXERN
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Other Information

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 2018, the Directors and chief executive of the
Company had the following interests and short positions in the
shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong) (the “SFO”)), which were required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they
had taken or deemed to have under such provisions of the SFO); or (b)
to be and were entered into the register that was required to be kept
by the Company pursuant to section 352 of the SFO; or (c) as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”):

Directors’ and chief executive’s interests and short
positions in shares, underlying shares and
debentures of the Company

EENBRAEITBAERAR
&) & FL A B OX B 89 i 4D - AR
BN EEETHEENEDR
5879}

RZEBE-N\FEXA=1+H BFFKEAR
ATTRAEBRARRREEBEE(RE
BIEPIESELE S LB E G (TRE# R
A RBI ) 501 5 XVER AR FE B B £
HEARMNKESET  FE @QRERZH
KRB EIRPIEXVERF7 R F8D R MR E
BAMERARB RB AN ELDMORE (B
RERERELRES RBEGHINZE K
NEEMBABRIERERBENERERIXR)
()R 15 5& 5 K I B 15 ] 5B 3521% M T
AECTNBFENETTMAEESE KR
B ROBREBELMBEITAZESFTETL
HRBZBESTAUREFR ) HRER
HMERRRARBBBIMMOT

EERBESTRAEBRARARS
HEROREEEFERNER R K
B

Number of
ordinary Approximate
shares/  percentage of
underlying issued share
ordinary capital of the
shares of the Company
Company held RAF
Name of director/ BEAAE 2817
chief executive Long/short position in VEBRR RA gz
EZ/BETHRAER ordinary shares Nature of interest HEE AR EZBE DL
=x EERP2EF/IXR BEME R4 #E (M)
CHEN Qiyuan (Note 1) Long Interest in controlled 1,900,840,000 60.12%
corporation
PR BOR (M 5E1) Ha ¥R DA B #E AR
CHEN Zheng He (Note 2)  Long Interest in controlled 1,900,840,000 60.12%
corporation
BR IE#5 (Bt 5x2) o P 12 )% B #E
WONG Sin Yung (Note 3)  Long Beneficial owner 2,100,000 0.07%
BEEH(MEE3) "R BEHERA
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Other Information (Continued)
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1. CHEN Qiyuan was deemed to be interested in the 1,900,840,000 shares of the 1.
Company held by 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.

2. CHEN Zheng He was deemed to be interested in the shares of Fortune Station held by 2.
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.

3 Including 630,000 shares, which would be allotted and issued to WONG Sin Yung 3.
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.

Directors’ and chief executive’s interests and short

positions in shares, underlying shares and £
A

BERRRLELEBE £ 2 5 5 #F A Fortune
Station 2.25.72% ;& 24.96% 2 B 1Tk fn + R AR
% 18 & ¥k /A Fortune Station FT % & A7 1,900,840,000
A% A B B 10 B9 4 25 © Fortune Station 89 E $£49.57%
@ % 77 f% 7K &3 Heroic Hour Limited ([ Heroic Hour])
BAE MREBEARIITARKE RE NP
5 A Heroic Hour ) 2 5 2 B 1T AR X - PR RUR 18
AR THNAF L BDBREEF - CHENLIZi -
CHEN Zheng Sheng + BR 1E 52 * BR % & & Chen Bo
Ling FT & 25 ¥ /5 #978.00% Heroic Hour B 3 17 f& 2%
TR AR 5 55 B R PR B ©

BREREBEAITARBRESNUBHKESR
Heroic Hour#) 2 #B B B 1TIR A - R EB R AR
Heroic Hour 7E Fortune Station & # 25 7 #k & f# 25 ©

It + B IE #5 4% 1% /A # & Fortune Station Fi 5 5 &9
1,900,840,000 fi% 1A A1 A 15 #Y 4 &5 °

B 15630,000/% - RIEARTERAREEAE
BB RERTEBRER  ZERMDGRE
BRBETHESR - AHEFEE F2HTXE
B R ERAMBEER B —& -

EEREERTHRAERABEEN R

CHEROREEEP 2ESRK

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 ¥EM  corporation
EZ/BERTBAE corporation Nature of interest position EER REBEESP
=L HEZEEHE EEME HI%R ROBE ZERZBIL
CHEN Qiyuan (Note 1) Fortune Station Beneficial owner Long 10,200 25.72%
PRBR (Bt 5 1) ExBEAA e
Interest of spouse and children  Long 25,130 63.37%
under 18 3%=)
BB AR mIBH T X 2 e
Other Long 4,327 10.91%
Hit e
CHEN Zheng He (Note 2)  Fortune Station Interest in controlled corporation  Long 19,657 49.57%
PR IE 86 (it 5 2) P2 % B 7 e



Notes:

iF CHEN Qiyuan was the beneficial owner of approximately 25.72% of the issued 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).

Other than as disclosed above, as at 30 June 2018, 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 at 30 June 2018, 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:

Other Information (Continued)
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1. B BIR A Fortune Station B 8 77 I AN ) 4)25.72% &
RHEAEA - BRBREAEFTENEBEERNE
T & £ Fortune Station ) # 25 # B #E 25 ° PR RX
TR18JE BR A T By /R L F & BT B 2 #5 A #978.00%
Heroic Hour B, %% 17 % 2% 71 4 15, /4 55 8 72 BR RUR ©
Heroic Hour#% % Fortune Station &, 2% 77 i% &K ) 49
49.57% °

2. BREREIEBEAIRARBEREAANBHGKESR
Heroic Hour z & &0 B % 17 % 78 M # 4R & 7 Heroic
Hour #£ Fortune Station 89 4 5 1 B £ 25 ©
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NAZ+TH BRERMARINEMES
RERTTBHAEBRA  BmEARAE
%ﬁ%%?ﬁﬁﬁz)\% CEREHAR

NAIREBEEE (REHFRBEEKGE

XVESH ) IR ~ MR IR S EREE
'43 @QIBIEFEFRBEKRAEXVEET R

’“BE’J%EE,E%D N F R Z P
$§ s RAR (BIEREEAE LHIESFKE
ERAIZEBRXEE MK RIEREEOE

BmRORR)  RORBEEF MG GRS
3521'7!05% //\AHE/EAH‘ETEE@AHE%W’
FORBERETAREAMNGARF R
b 22 AT o

ARBAEBERRVEDRAR

<

BARRIEMNESTXEZSTHRARMRN
M RZF-NFANA=1TH KRER
ARAREZXZEHITHRABIN RIRM K
HEBRDPREREESFMAEEDE
BBBIRAERBERLNFFENERLMAT
BaEmIORBWT

Approximate
percentage of
issued share
capital of the

Number of ordinary Company

shares of the RAFE

Companyheld {TRAH

BEWNAQF ERZBDL

Name of shareholder B3R £ %8  Nature of interest £ 25 4 & TERROEE (8D
Fortune Station Beneficial owner 1,900,840,000 (L) 60.12%

ESBEAA

—
O

810z HWoday wueu|

L
=

el ch B\

=
==



N
o

pa1wi] BuipjoH (dnoJn) jeuoneussiu| Buepeq

BETHEHH (B AELTSE

Other Information (Continued)

Htw &R (&)

Approximate
percentage of
issued share
capital of the

Number of ordinary Company
shares of the RAFRE
Companyheld H{TRAH =z
BEWNAQT EZESL
Name of shareholder R 3R £ %  Nature of interest#E %5 4 & TERROEE (B &)
Heroic Hour Interest in controlled corporation (Note 1) 942,199,659 (L) 29.80%
PR GlE B S (1)
WAN Yuhua (Note 2) Beneficial owner 469,733,767 (L) 14.86%
B E (Msx2) EmEAA
Interest of spouse and children under 1,2283,704,392 (L) 38.70%
theage of 18
B R ARMIBERE R Z s
Other 207,401,841 (L) 6.56%
Hith
CHEN Cynthia Yuping (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
PR &% 5T (B4 7E3) a discretionary trust)
ErEX @ A GEMIBEFE)
Other 1,778,373,697 56.25%
Hh
CHEN Li Zi (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
CHEN Li Zi (Ff 5£3) a discretionary trust)
ErEXEm A GERBER)
Other 1,778,373,697 56.25%
H
CHEN Zheng Sheng (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
CHEN Zheng Sheng (Fff £ 3) a discretionary trust)
ERXaAGERIBER)
Other 1,778,373,697 56.25%
Hh,
CHEN Zheng Yan (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
PR IE 52 (M 7E3) a discretionary trust)
BEREX @A GEMIFEF)
Other 1,778,3783,697 56.25%

H At



Other Information (Continued)
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Approximate

percentage of

issued share

capital of the

Number of ordinary Company
shares of the RaFe
Companyheld ZE{TRAHZ
BENAR BEASL

Name of shareholder B3R £ %8  Nature of interest £ 25 4 & TERKROEE (8D
CHEN Ya Shan (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
Bk = (T 5E3) a discretionary trust)
ErEX@m A GEMIBET)
Other 1,778,373,697 56.25%
Hib
CHEN Bo Ling (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
CHEN Bo Ling (B #£3) a discretionary trust)
ERXaAGERERERE)
Other 1,778,373,697 56.25%
Hh,
(L)—Long Position
L—FE
Notes: B 5
1. Heroic Hour was the beneficial owner of approximately 49.57% of the issued share 1. 7B #& Heroic Hour & Fortune Station 2 % 17 % 2% 1) 47

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 beneficial interests of CHEN Cynthia Yuping, CHEN Li Zi, CHEN Zheng Sheng,
CHEN Zheng Yan, CHEN Ya Shan and CHEN Bo Ling in Heroic Hour were held by
CHEN Zheng He as trustee for each of his brothers and sisters as named above.

Other than as disclosed above, as at 30 June 2018, 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.

49.57% B 25 B A » Heroic Hour # 1% 7 72 Fortune
Station3F B KR Bl R B = ©

2. & T £ AFortune Station 2 28 1T IR AN Y 4924.71% B
DHEAA BEEARBRORES THEKAR
B % JR 7 Fortune Station ) 1 & # ¥ /5 4925.72%
R BB EEISEARNUTHNAF R A
f& &k +¥ - CHEN Li Zi - CHEN Zheng Sheng * F& 1
i PR %= K Chen Bo Lingff B 25 5 A #978.00%
Heroic Hour 2 B /T IR A MR B 5B & R 2 -

3! FR &% £F ~CHEN Li Zi CHEN Zheng Sheng * B IE 7 -
5% % ¥ A1 CHEN Bo Ling 7 Heroic Hour &) & # #E A
BRAREBUIFEAFHRBEA ERRZ NS
REFA o

R-E—NEAAZ+E B LXFE
BAL 2O ARFKREIRMAET
AL (BARAEFRBETRA BN
3B 15 3 18 B AR5 o0 4 5 1R 4 2B 5 2
15l ESe T AR BN B FEN B
R AR KA -
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Other Information (Continued)

Htw &R (&)

SHARE OPTION SCHEME AND PRE-IPO
SHARE OPTION SCHEME

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

Share Option Scheme

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

EREGFERBERAFAEE
A B8 Bx e 2l

ARABIEKERRT MEREB S -
ELHRRER-_FZAFEA-THERAN
BERESAS(BREABDINR_-_ZFF
NETZATERANERAFEESH
BhETS((ERLMBEHBERER
g BNERRARES SREEA
BEMREREH —EAREHEBELRARE "
AR REMEFREARE I
At BBLESATENREREREA
MEENMEEXRERONET -

BREE

BERESAERXR _ZSTAFAA-THE
EX BRIESITRURSHER] - B EER
ZHRBEER  BMHARI0F -

HITFEREBEREFSS ARG EME
et IR A ARITTEATEEREM
BITHROHEE  TeBALRRRE B
TR 7 H930.0% (k1R ¥ £ T #% Al 7] &
ERNHEMESL) BREFENZES
ERSEEETMN+ @A BB AET
BRONBEABRETSHBBEMLAEEAN
NEBEBITARMDN1.0%  EAEEH
ERECDBLBRENELEREEREX
g EHE -

BRYARAZBEAL(EBEA) K
WMEZEMBEAZBERE BELE
SBILERTESME- WLIN EEM
TZEAME EARTARAETER
RIBYFATES AWEZEMB
BAZEREBBBARRERITRMNZ
01%H)  UREBEBEARRRRLZ
BeBREERAERFTE)BBETSA
Br ARBRRERRAG EExXLE-



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 (jii) the nominal value of a Share.

As at 1 January and 30 June 2018, 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 2018.

Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme became effective on 10
December 2008. As at 30 June 2018, 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.

Other Information (Continued)
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Other Information (Continued)

Htw &R (&)

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 2018. Movement of these share options during the six
months ended 30 June 2018 were as follows:

Number of share options
BB RER A

Granted Exercise
Outstanding as at during during

RZETAFANANE 2R TRE
HMITE FE A 4,200,000 A & XA F
BEFBERE - EF —FESEHR=_Z
—=ZFEFRA-t N \BEIMEZEEAHL
840,000k BERREERBE B XY - B E
- N\EXNA=ZTH ZBERESZ
DIRITE o B L E KRR E BT AE

2 N\FANA=Z+HIEANEAH
IR -

Approximate
percentage of
issued share

Outstanding as at capital of the

pa1wi] BuipjoH (dnoJn) jeuoneussiu| Buepeq

1 January 2018 the the Forfeited
RZZE-NF period  period during

30 June 2018
R=B-N\#F

Company (%)

Exercise price HARAT

BETHEHH (B AELTSE

Name of director Date of grant (HKD) —A—B RER RHR  the period RAZTH BRITREMH Exercise Period

EEEB B#EA TREGET) MATHE RTHE TRHE RERXX 8 RATE HES(%) TEHH

WONG Sin Yung 8 June 2009 Par Value 630,000 — — 630,000 0.01 4 July 2014 to 8 June 2019

H5ER —ZETNFASA/N\B BE —E-MELAMBE
—Z-hEXANA

Total 630,000 - - 630,000 0.01

At

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 2018, 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 2018. 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.

BRIUWIN EZTTAENANB R
BEA AHABEMERENS a1
10,332,000k I IR E D L 4a T A&
E40%BE - HH - 2HIE F28%EE
A7 3200 MBEBREER -Z
—NFRIFEUH °

R-ZE—NF—HA—BEKA~A=+8"
MAD AT R WITFENBERERE S
1,653,960 (BRIEREERTEMBFEEN
BERE) - BT LI EFEEROHNER
BN HE_ZT—NFEXNA=Z+THLAN
BEAMECMN AHEESAERERD -
1T AR BB EMBER
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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 2018, except for the
deviations as stated below.

On 22 November 2017, Mr. LI Bida, a former independent non-
executive director of the Company (“INED”), the former chairman of
the remuneration committee, a former member of the nomination
committee and the audit and risk management committee of the
Company, passed away due to ill health. Following this event, the
Board comprised five directors, including three executive directors
and two INEDs.

Pursuant to Rule 3.10(1) of the Listing Rules, the number of INEDs
should not fall below the minimum number of three and therefore, the
Company was not in compliance with Rule 3.10(1) of the Listing
Rules. Furthermore, the vacancy for chairman of the remuneration
committee does not fulfil the requirement that the chairman of the
remuneration committee is to be chaired by an INED under Rule 3.25
of the Listing Rules, and the requirement that the majority of the
nomination committee members must be INEDs pursuant to A.5.1 of
the CG Code. Moreover, the number of audit and risk management
committee members decreased from three to two, falling below the
minimum number required under Rule 3.21 of the Listing Rules.

The Company took active steps to identify suitable candidates with
appropriate experience to be appointed as an INED and as a member
of the Board committees. With effect from 14 February 2018, Mr.
CHEUNG Kin Wing (“Mr. Cheung”), an INED, was appointed as the
chairman of the remuneration committee and a member of the
nomination committee of the Company. Following the above
committee appointments, the Company re-complied with Rule 3.25
of the Listing Rules and A.5.1 of the CG Code. With effect from 17
April 2018, Dr. WANG Qi (“Dr. Wang”) was appointed as an INED
and a member of the audit and risk management committee of the
Company. Following the appointment of Dr. Wang, the Company re-
complied with Rule 3.10(1) and Rule 3.21 of the Listing Rules.

Other Information (Continued)
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Other Information (Continued)

Htw &R (&)

Further details in respect of the past non-compliances and current
composition of the Board may be found in the announcements of the
Company dated 30 November 2017, 14 February 2018, 22 February
2018, 13 March 2018 and 17 April 2018.

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 2018
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 2018.

By Order of the Board
Chen Qiyuan
Chairman

Hong Kong, 31 August 2018
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Condensed Consolidated Statement of Profit or Loss

HHGEEER

For the six months ended 30 June 2018 HE—ZF— N\E,NA=1+HIL/NEA

Six months ended 30 June
BEA~NA=1tTHLEAMEAR

2018 2017
—EBE-NE —ZT—+F
Notes RMB’000 RMB’000
Mz AR%®Tnr AR®BTR
(Unaudited) (Unaudited)
(REEER) (R &EZ)
Revenue LR 3 125,973 107,126
Cost of sales 5 & B AR (69,863) (57,287)
Gross profit £ F 56,110 49,839
Other income H bk A 1,329 8,729
Changes in fair value less costs to sell EMEBEERARBEBEE
in respect of biological assets AR BB - (132)
Selling and distribution costs HERHEEX (54,809) (41,221)
Administrative expenses THREHR (13,505) (15,744)
Other expenses Hih &R (539) (121)
Finance costs Bl & B AR 4 = (219)
(Loss)/profit before taxation BA(E8) /2R 5 (11,410) 1,131
Income tax expense 18 6 = ol
(Loss)/profit for the period attributableto A TEE AEEE 2
owners of the Company A (ER)/ZR (11,410) 1,131
(Loss)/earnings per share sR(EE)/ER 8
Basic and diluted (RMB cents) AEARREE(ARBA) (0.36) 0.04
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Condensed Consolidated Statement of Profit or Loss

and Other Comprehensive Income

BHHGEEEREMEEKER

For the six months ended 30 June 2018 HE—-ZF— N\E,NA=1+H1FXEA

Six months ended 30 June
BEXRA=THLAEA
2018 2017
—E-NEFE C—E—LF
RMB’000 RMB’000
AR T AR®T T
(Unaudited) (Unaudited)
(REEER) (REE&EZ)
(Loss)/profit for the period attributable to ARRBEEAELMEBZHA
owners of the Company (B1R) /&R (11,410) 1,131
Other comprehensive income/(expense) Hazmka/ ()
ltem that may be reclassified subsequentlyto HEE A &FH B EEB R
profit or loss: ZIER :
Exchange differences arising on translation of BN ¥EKKRE ZEH =&
foreign operations 3,408 (2,068)
Total comprehensive expense for the period XA T HEEAELEHRZE X H
attributable to owners of the Company E g (8,002) (937)




Condensed Consolidated Statement of Financial Position

R e M BARR R

As at 30 June 2018 RZZE— N\FENA=1H

30 June 31 December
2018 2017
—E-N\F —ET—+tF
AA=+HA +=ZA=+—H
Notes RMB’000 RMB’000
B 3E AR®ET AR®T T
(Unaudited) (Audited)
(REEER) (fe&|%z)
Non-current asset kRBEE
Property, plant and equipment ME - WENEE 9 128,359 132,403
Current assets REEE
Inventories FE 44,458 47,581
Biological assets EMEE 10 - —
Trade and other receivables B 5 & E fth fE W R IE 11 44,893 45,458
Amounts due from related parties JFE U B8 B 5 1B 17(a) 6,229 6,947
Deposit with bank BT 12 20,000 20,000
Bank balances and cash RITEFRBE S 12 54,279 46,050
169,859 166,036
Current liabilities REBAEE
Trade and other payables B 5 Kk E e 5B 13 113,938 117,439
Amounts due to related parties FE <t RE 3 T 17(a) 78 1,346
Bank borrowings |ITIERK 12,550 =
Income tax payables FETFT 1S 9,070 9,070
Provisions TR 338 338
135,974 128,193
Net current assets RBEEFEE 33,885 37,843
Net assets EEFE 162,244 170,246
Capital and reserves EXR#E
Share capital f&% A 14(a) 277,878 277,878
Reserves w1 14(b) (115,634) (107,632)
Total equity M 162,244 170,246
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Condensed Consolidated Statement of Changes in Equity

BHHGEREFEH R

For the six months ended 30 June 2018 HE—-ZF— N\E,NA=1+H1FXEA

Attributable to owners of the Company
RARERAER
Exchange
Share Share  PRC statutory Capital Merger translation Other  Accumulated
capital premium reserves reserve reserve reserve reserve losses  Total equity
=P HE Bt EEE
B& RAEE EERE EERE AHEE EifkfE  HitRE 2t #EH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETT ARETR ARETn ARETr ARETT AR%Tn ARETx
(note 15(a)) (note 15(b)) (note 15(0)) (note 15(b)) (note 15(0)) (note 15(b)) ~ (note 15(0))
(3E1s@)  (Wst1sl)  (BisEisl)  (HEEMsb)  (KisEisl)  (REEMSb)  (sE15(0)
At1 January 2018 (audited) RZE2-NE-A—A
(BZF%) 277,878 1,400,650 49,887 2,814 8,468 (30,448) 9,421 (1,548,424) 170,246
Loss for the period BABR - - - - - - - (11,410) (11,410)
Other comprehensive income for ~ E3/ E {th 2 [ Y 25
the period - - - - - 3,408 - - 3,408
Total comprehensive income/ BAZENR/ (i)
(expense) for the period ek - - - - - 3,408 - (11,410) (8,002)
At 30 June 2018 (unaudited) RZE-NE~A=TH
(REER) 78718 1,400,650 49,887 2,814 8,468 (27,040) 9,421 (1,559,834) 162,244
At 1 January 2017 (audited) R=_ZF—+F—-fA—H
(BER) 277,878 1,400,650 49,887 2,814 8,468 (30,925) 9,421 (1,567,651) 150,542
Profit for the period BREF - - - - - - - 1,131 1,131
Other comprehensive expense for R {2 B X H
the period - - - - - (2,068) - - (2,068)
Total comprehensive (expense)/ B3R 2 (X H) /M
income for the period k] - - - - - 2,068) - 1,131 (937)
At 30 June 2017 (unaudited) RZB-t&~A=1H
(REER) 277,878 1,400,650 49,887 2,814 8,468 (32,999) 9,421 (1,566,520) 149,605




Condensed Consolidated Statement of Cash Flows

BHGAERERER

For the six months ended 30 June 2018 HE—ZF— N\E,NA=1+HIL/NEA

Six months ended 30 June
BEXAA=1TRHLEAEAR

2018 2017
—E-NFE C—ET—LF
RMB’000 RMB’000
AR¥®FTr AR%®Tr
(Unaudited) (Unaudited)
(REER) (REE&EZ)
OPERATING ACTIVITIES REETEE)
(Loss)/profit before taxation Al (E518) /87 (11,410) 1,131
Adjustments for: R EL T
Bank interest income |ITH B WA (166) (186)
Changes in fair value less costs to sell in EYEER R BERESKAR
respect of biological assets B e B - 132
Depreciation of property, plant and ME - BERIERE
equipment 5,230 6,097
Finance costs B & KA - 219
Allowance for inventories FERE 1,282 1,724
Impairment loss recognised in respect of BRI ZBEERK
trade receivables "R 1,658 1,549
(Gain)/loss on disposal of property, plantand ~ EEW ¥ - BE & & 1E
equipment (ez) /& 1B (21) 14
Obsolete inventories written off RSP = 63
Provision for litigation FABE - 55
Operating cash flows before working capital BEBEBEGEHYRI 2 KE
changes BEEmE (3,427) 10,798
Decrease/(increase) in inventories FaR /() 1,841 (1,863)
(Increase)/decrease in trade and other A& E (3G an) /R
receivables (1,093) 13,794
Decrease/(increase) in amounts due from g 5 I E th & W SRIE R A/
related parties (3% hn) 716 (19,582)
Decrease in amounts due to related parties JE A< B 3 5 FRIE R (1,267) (546)
Decrease in trade and other payables B 5 K H Ath ' A R IE R (3,501) (8,607)
Decrease in provisions FrREBAR S = (2,165)
Cash used in operations KETEEFTAMNE S (6,731) (8,171)
Interest paid 21 F A — (219
NET CASH USED IN OPERATING BRETHFTANESEE
ACTIVITIES (6,731) (8,390)
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Condensed Consolidated Statement of Cash Flows (Continued)

BHZERERER (E)

For the six months ended 30 June 2018 HZ —Z— N\FXA=1+HI:/NEA

Six months ended 30 June
BEAA=1TRHLEAEAR
2018 2017
—E-N\#F —tF
RMB’000 RMB’000
AR®ET T ARE&ET T
(Unaudited) (Unaudited)
(REFEZ) (REEEZ)
INVESTING ACTIVITIES REEE
Purchase of property, plant and equipment BMEDE MENLKE (1,176) (460)
Advance to related parties TEAS A B @) T
Plantation expenditure of biological assets EMBEEREX = (%)
Bank interest received BUIRITHI B 166 186
Proceeds from disposal of property, plant EEWE W J?'% &
and equipment FT 18 3R 21 2
Repayment from related parties Bk B EIE 10 T
NET CASH USED IN INVESTING ACTIVITIES B & Z S FTAMNRES TE (987) (277)
FINANCING ACTIVITIES BMEEH
New bank borrowings raised HFIBRITER 12,550 3,820
Repayment of bank borrowings BEEBRITENK - (19)
Repayment to related parties B A 7 IR 1) T
NET CASH FROM FINANCING ACTIVITIES ®BEZTHELENRELSFEHE 12,549 3,805
NET INCREASE/(DECREASE) INCASHAND R NREEEBYEE/
CASH EQUIVALENTS (R2) F5 4,831 (4,862)
CASH AND CASH EQUIVALENTS AT RBDZRERASEEY
BEGINNING OF THE PERIOD 46,050 22,312
EFFECT OF FOREIGN EXCHANGE RATE ExgHTE
CHANGES 3,398 (2,023)
CASH AND CASH EQUIVALENTSATEND REIZRZHRERBEEZEY
OF THE PERIOD,
representing bank balances and cash BERITREERE® 54,279 15,427




Notes to the Condensed Consolidated Financial Statements

B4R & B 15 R AR B 5

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

GENERAL AND BASIS OF PREPARATION

BaWang International (Group) Holding Limited (the “Company”)
was incorporated in the Cayman Islands as an exempted
company with limited liability and its shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its immediate holding company is Fortune
Station Limited, which was incorporated in the British Virgin
Islands (the “BVI”") and is owned as to: (1) 49.57% by Heroic
Hour Limited, a company that is beneficialy 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”). On 16 July 2018, Ms. WAN
Yuhua had transferred her 24.71% equity interest in Fortune
Station Limited to Mr. CHEN Qiyuan.

The principal activities of the Company and its subsidiaries
(hereinafter collectively referred to as the “Group”) are
manufacturing and sales of the household and personal care
products.

The condensed consolidated financial statements of the Group
are presented in Renminbi (“RMB”), which is the functional
currency of the primary economic environment in which the
principal subsidiaries of the Group operate in the People’s
Republic of China (the “PRC”).

The condensed consolidated financial statements of the Group
for the six months ended 30 June 2018 have been prepared in
accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and with International Accounting Standard (“IAS”) 34 “Interim
Financial Reporting” issued by the International Accounting
Standards Board (“IASB”).
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Notes to the Condensed Consolidated Financial Statements (Continued)
IR AR S B 7% Rk MY aE ()

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA
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GENERAL AND BASIS OF PREPARATION

(Continued)

The Group had accumulated losses of approximately
RMB1,559,834,000 as at 30 June 2018 and net cash outflow
from operating activities of approximately RMB6,731,000 for
the six months ended 30 June 2018. In view of these
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.

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
RMB54,279,000 and net current assets of approximately
RMB33,885,000 as at 30 June 2018; and

(i)  The Group had unutilised banking facilities of
approximately RMB67,450,000 as at 30 June 2018. The
banking facilities will be renewed in March 2019, all
relevant parties do not have objection on the renewal of
banking facilities which will be extended to March 2021.

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 2018 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.

1!

R R EH A )

R - NFANA=ZF+ 8-
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R R4 AR #6,731,0007T © 7 It
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 B AR & B A% 3R 3R B R ()

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis.

Other than changes in accounting policies resulting from
application of new and amendments to International Financial
Reporting Standards (“IFRSs”), the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2018 are
the same as those followed in the preparation of the Group’s
annual financial statements for the year ended 31 December
2017.

Application of new and amendments to IFRSs

In the current interim period, the Group has applied, for the first
time, the following new and amendments to IFRSs issued by
the IASB which are mandatory effective for the annual period
beginning on or after 1 January 2018 for the preparation of
Group’s condensed consolidated financial statements:

IFRS 9 Financial Instruments
IFRS 15 Revenue from Contracts with
Customers and the related
Amendments
Amendments to IFRS 2 Classification and Measurement of
Share-based Payment Transactions

Amendments to IFRS 4 Applying IFRS 9 Financial Instruments

with IFRS 4 Insurance Contracts

Amendments to IAS 28  As part of the Annual Improvements
to IFRSs 2014-2016 Cycle

Amendments to IAS 40  Transfers of Investment Property

IFRIC 22 Foreign Currency Transactions and

Advance Consideration
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Notes to the Condensed Consolidated Financial Statements (Continued)
IR AR S B 7% Rk MY aE ()

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA
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PRINCIPAL ACCOUNTING POLICIES (continued)

Application of new and amendments to IFRSs
(Continued)

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

Impacts and changes in accounting policies of application
on IFRS 15 Revenue from Contracts with Customers

The Group has applied IFRS 15 for the first time in the current
interim period. IFRS 15 superseded IAS 18 Revenue, IAS 11
Construction Contracts and the related interpretations.

The Group recognises revenue from manufacturing and sales of
the household and personal care products.

The Group has applied IFRS 15 retrospectively with the
cumulative effect of initially applying this standard recognised at
the date of initial application, 1 January 2018. Any difference at
the date of initial application is recognised in the opening
accumulated losses (or other components of equity, as
appropriate) and comparative information has not been
restated. Furthermore, in accordance with the transition
provisions in IFRS 15, the Group has elected to apply this
standard retrospectively only to contracts that are not
completed at 1 January 2018.
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 B AR & B A% 3R 3R B R ()

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

PRINCIPAL ACCOUNTING POLICIES (continued)
Application of new and amendments to IFRSs
(Continued)

Impacts and changes in accounting policies of application
on IFRS 15 Revenue from Contracts with Customers
(Continued)

Key changes in accounting policies resulting from application of
IFRS 15

IFRS 15 introduces a 5-step approach when recognising
revenue:

Step 1: Identify the contract(s) with a customer.
Step 2:  Identify the performance obligations in the contract.
Step 3:  Determine the transaction price.

Step 4:  Allocate the transaction price to the performance
obligations in the contract.

Step 5:  Recognise revenue when (or as) the Group satisfies a
performance obligation.

Under IFRS 15, the Group recognises revenue when (or as) a
performance obligation is satisfied, i.e. when “control” of the
goods or services underlying the particular performance
obligation is transferred to the customer.
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Notes to the Condensed Consolidated Financial Statements (Continued)
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For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA
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PRINCIPAL ACCOUNTING POLICIES (continued)

Application of new and amendments to IFRSs
(Continued)

Impacts and changes in accounting policies of application
on IFRS 15 Revenue from Contracts with Customers
(Continued)

Key changes in accounting policies resulting from application of
IFRS 15 (Continued)

A performance obligation represents good and service (or a
bundle of goods or services) that is distinct or a series of distinct
goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over
time by reference to the progress towards complete satisfaction
of the relevant performance obligation if one of the following
criteria is met:

o the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the
Group performs;

° the Group’s performance creates and enhances an asset
that the customer controls as the Group performs; or

° the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed
to date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

A contract asset represents the Group’s right to consideration
in exchange for goods or services that the Group has
transferred to a customer that is not yet unconditional. It is
assessed for impairment in accordance with IFRS 9. In contrast,
a receivable represents the Group’s unconditional right to
consideration, i.e. only the passage of time is required before
payment of that consideration is due.
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 B AR & B A% 3R 3R B R ()

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

PRINCIPAL ACCOUNTING POLICIES (continued)

Application of new and amendments to IFRSs
(Continued)

Impacts and changes in accounting policies of application
on IFRS 15 Revenue from Contracts with Customers
(Continued)

Key changes in accounting policies resulting from application of
IFRS 15 (Continued)

A contract liability represents the Group’s obligation to transfer
goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due)
from the customer.

Summary of effects arising from initial application of IFRS 15

For the sales of goods, revenue was recognised at the point
when the customers acknowledged the receipt of goods, which
was taken to be the point at which the customer accepts the
goods and the related risks and rewards of ownership
transferred. Under IFRS 15, revenue is recognised when a
customer obtains control of the goods and the sales of goods
continue to measure on the same bases as measured before
the effective of IFRS 15.

The Group has performed an assessment on the impact of the
adoption of IFRS 15 and concluded that no material financial
impact on the timing and amounts of revenue recognised in
prior and current periods.

Impacts and changes in accounting policies of application
on IFRS 9 Financial Instruments

In the current period, the Group has applied IFRS 9 Financial
Instruments and the related consequential amendments to
other IFRSs. IFRS 9 introduces new requirements for 1) the
classification and measurement of financial assets and financial
liabilities, 2) expected credit losses (“ECL”) for financial assets
and 3) general hedge accounting.

FESTHER@

F& P % 5] I £S48 5T B R Bt 75 3R
28 @)

FERE B R EI5HE
FANBANBHRELERS

(%)

JE 5 B 5 31 75 48 25 PR R E 155 E 2
Bi KA FEEEE) (F)

EHNEERAKRERE AT F KW
REGEIHAEELPKRIAKE)
MmABZERmIRBTEFZEE-

B K& BB B 75 #5825 2B Rl 1558
TELZEHRE

HEEmME  WaITREFPHER
WEE G 2 B (TR ARER PR X P
BREmNALAAEENHEERR K
O3 2 ) ER - REBERYHHRE
ERHEGH WHDIREFPREE
mOEHI A EE R ER
PR B 75 ¥R 5 A R S5 5% A AT AT %
MR EEFTERER -

AEECHRABEBRYBREED
FIGWHFEETHGE LBLE
i a0 Ay 0 HT I AT HR K B H R SR A WX
ABRMEBEREEAYBKEE -

FEREIF MR EEAFOREMT
ENERBRREENRED

RERHRE AEECEBERY
BREERESFRERM T AREtE
PR REERBENEEER -
BERMEHREERFSHRHR) &/
BENERABENDBNFTE  2)
ERMEENEMEREXRTENE
RBXDE3) —REMGESIA
#E °

w
o

810z HWoday wueu|

A
A=

el b B\

=
==



Notes to the Condensed Consolidated Financial Statements (Continued)
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PRINCIPAL ACCOUNTING POLICIES (continued)

Application of new and amendments to IFRSs
(Continued)

Impacts and changes in accounting policies of application
on IFRS 9 Financial Instruments (Continued)

The Group has applied IFRS 9 in accordance with the transition
provisions set out in IFRS 9, i.e. applied the classification and
measurement requirements (including impairment) retrospectively
to instruments that have not been derecognised as at 1 January
2018 (date of initial application) and has not applied the
requirements to instruments that have already been derecognised
as at 1 January 2018. The difference between carrying amounts
as at 31 December 2017 and the carrying amounts as at 1
January 2018 are recognised in the opening accumulated losses
and other components of equity, without restating comparative
information, if any.

Key changes in accounting policies resulting from application of
IFRS 9

Classification and measurement of financial assets

Trade receivables arising from contracts with customers are
initially measured in accordance with IFRS 15.

All recognised financial assets that are within the scope of IFRS
9 are subsequently measured at amortised cost or fair value,
including unquoted equity investments measured at cost less
impairment under IAS 39.

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business model whose
objective is to hold financial assets in order to collect
contractual cash flows; and

° the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 B AR & B A% 3R 3R B R ()

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

PRINCIPAL ACCOUNTING POLICIES (continued)

Application of new and amendments to IFRSs
(Continued)

Impacts and changes in accounting policies of application
on IFRS 9 Financial Instruments (Continued)

Key changes in accounting policies resulting from application of
IFRS 9 (Continued)

Classification and measurement of financial assets (Continued)

Debt instruments that meet the following conditions are
subsequently measured at fair value through other
comprehensive income:

o the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash
flows and selling the financial assets; and

° the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair
value through profit or loss (“FVTPL”).

The directors of the Company reviewed and assessed the
Group’s financial assets as at 1 January 2018 based on the
facts and circumstances that existed at that date and
concluded that the Group’s financial assets are continue to be
measured at amortised cost upon adoption of IFRS 9 which is
the same as measured under IAS 39.

Impairment under ECL model

The Group recognises a loss allowance for ECL on financial
assets which are subject to impairment under IFRS 9 (including
trade and other receivables, amounts due from related parties,
deposits with bank and bank balances and cash). The amount
of ECL is updated at each reporting date to reflect changes in
credit risk since initial recognition.
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Notes to the Condensed Consolidated Financial Statements (Continued)
IR AR S B 7% Rk MY aE ()

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA
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ErHENH (B AELTSE

PRINCIPAL ACCOUNTING POLICIES (continued)

Application of new and amendments to IFRSs
(Continued)

Impacts and changes in accounting policies of application
on IFRS 9 Financial Instruments (Continued)

Key changes in accounting policies resulting from application of
IFRS 9 (Continued)

Impairment under ECL model (Continued)

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL”) represents the portion
of lifetime ECL that is expected to result from default events that
are possible within 12 months after the reporting date.
Assessment are done based on the Group’s historical credit
loss experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment of
both the current conditions at the reporting date as well as the
forecast of future conditions.

The Group always recognises lifetime ECL for trade receivables
without significant financing component. The ECL on these
assets are assessed individually for debtors with significant
balances and/or collectively using a provision matrix with
appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since
initial recognition.
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 B AR & B A% 3R 3R B R ()

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

PRINCIPAL ACCOUNTING POLICIES (continued)

Application of new and amendments to IFRSs
(Continued)

Impacts and changes in accounting policies of application
on IFRS 9 Financial Instruments (Continued)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of
default, loss given default (i.e. the magnitude of the loss if there
is a default) and the exposure at default. The assessment of the
probability of default and loss given default is based on historical
data adjusted by forward-looking information.

Generally, the ECL is estimated as the difference between all
contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects
to receive, discounted at the effective interest rate determined
at initial recognition.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is credit
impaired, in which case interest income is calculated based on
amortised cost of the financial asset.

The Group recognises an impairment gain or loss in profit or
loss for all financial instruments by adjusting their carrying
amount, with the exception of trade receivables where the
corresponding adjustment is recognised through a loss
allowance account.

As at 1 January 2018, the directors of the Company reviewed
and assessed the Group’s existing financial assets for
impairment using reasonable and supportable information that
is available without undue cost or effort in accordance with the
requirements of IFRS 9 and concluded that no material financial
impact exists, and therefore no adjustment to the opening
retained profits at 1 January 2018 was recognised.
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Notes to the Condensed Consolidated Financial Statements (Continued)

R BA AR & B 75 3R 3R M = (&)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

2. PRINCIPAL ACCOUNTING POLICIES (continued)
New and revised IFRSs issued but not yet
effective

The IASB has issued the following new standards and
amendments to existing standards which are not effective for
accounting period beginning on 1 January 2018 and have not
been early adopted:

IFRS 16 Leases'
IFRS 17 Insurance Contracts?®

Annual Improvements Project  Annual Improvements to IFRSs
2015-2017 Cycle'

IFRIC 23 Uncertainty over Income Tax
Treatments'
Amendments to IAS 19 Plan Amendment, Curtailment

or Settlement’

Amendments to IAS 28 Long-term Interests in
Associates or Joint Ventures'

Amendments to IFRS 9 Prepayment Features with
Negative Compensation'

Amendments to IFRS 10 Sale or Contribution of Assets
and IAS 28 between an Investor and its
Associate or Joint Venture®

! Effective for annual periods beginning 1 January 2019.
e Effective for annual periods beginning 1 January 2021.

s Effective date to be determined.
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Notes to the Condensed Consolidated Financial Statements (Continued)
I BA #r & B 7% R 3k MY 5 (&)

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

PRINCIPAL ACCOUNTING POLICIES (continued)

New and revised IFRSs issued but not yet
effective (Continued)

The Group has already commenced an assessment of the
related impact of these new and amended standards on the
Group. However, the Group is not yet in a position to state
whether any substantial changes to the Group’s significant
accounting policies and presentation of the interim financial
information will be resulted.

The preparation of the interim financial information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense.
Actual results may differ from these estimates.

In preparing the interim financial information, the significant
judgements made by management in applying the Group’s
accounting policies and the key sources of estimation
uncertainty were consistent with those that applied to the
annual financial statements for the year ended 31 December
2017.

REVENUE AND SEGMENT INFORMATION

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

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

2
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Notes to the Condensed Consolidated Financial Statements (Continued)
IR AR S B 7% Rk MY aE ()

For the six months ended 30 June 2018 #HE_—_ZT— N\FEXA=1+H /XA
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REVENUE AND SEGMENT INFORMATION

(Continued)

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

o Hair-care products

° Skin-care products

o Other household and personal care products

Also, the CODM is provided with segment information

concerning segment revenue and result. Segment assets and
liabilities are not reported to the CODM regularly.

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

S

EzERDEE R @

REBZAIBRENRLED MR

2 Eo o
S u%%z‘ésuu

23 [}
L EEEM

e HMRAREAZEER

FTEEERREERUANS B
AMABREDES 15 )
MEENELRTEENREEE
BREERE -

AT RAEBEIRA HE D ILWA KR
RXEDH:

ErHENH (B AELTSE

For the six months ended 30 June 2018 BE-E—NEXA=Z+RHLAEA
Other
household
Hair-care Skin-care and personal
products products care products Total
HitxRHA
EREAEE
EEEM EEEM Em =
RMB’000 RMB’000 RMB’000 RMB’000
AR®TRT AR®BTRT AR®TR AR®BTR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZ) (REERXR) (REEZR) (REEX)

Revenue from external KBEIIBEEZ

customers WA 112,026 2,339 11,608 125,973
Segment loss o E &1 (4,391) (301) (5,890) (10,582)
Bank interest income |7 B U A 166
Other income H 4o W A 1,142
Corporate and other R Be 2 4850 e

unallocated expenses Ham > (2,136)
Loss before taxation BialEE (11,410)




Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% 3R 3= Bt & (48)

For the six months ended 30 June 2018 BE_—Z— N\EXA=1+THIENEA

3. REVENUE AND SEGMENT INFORMATION

3. BRI IBER @

=
~N

(Continued)
For the six months ended 30 June 2017 BHE-_Z—tFA=1+THL~EA
Other
household
Hair-care Skin-care and personal
products products care products Total
HEM=xHA
K A8 A EE
EEEM E B E m Em a&t
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTRT AR®BTRT AR®TE
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RigEz) (REEZ) CGREER) (REER)
Revenue from external KBEIBEEZ
customers g A 91,512 2,569 13,045 107,126
Segment profit/(loss) DEEF/ (EE) 298 (739) (4,204) (4,645)
Changes in fair value less £ ¥ & ER 7 BE
costs to sell in respect of & $4 & Ak A< &9
biological assets P EET (132)
Bank interest income BT B U A 186
Other income H A A 8,543
Corporate and other R HBe 2 4250 e
unallocated expenses Hip X (2,602)
Finance costs Bh & B AN (219)
Profit before taxation 75t B & A 1,131

Segment results represent the (loss)/profit from each segment

without allocation of changes in fair value less costs to sell in /B 2R ESEEDMEEN A
respect of biological assets, bank interest income, gain on sales 2 EBE /JT iy E EJZ, ANEyEEhiE s - iR
of scrap materials, government grants, write-back of trade and 1—; FEWA - ETENKZE  BF
other payables, net exchange gains, central administration HE-EB5k /H\ o, FE W 3k T8 # [ -

costs, directors’ emoluments and finance costs. This is the
measure reported to the CODM for the purposes of resource
allocation and performance assessment.
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Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% ¥R 3% Bt & (48)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

pa1wi] BuipjoH (dnoJn) jeuoneussiu| Buepeq

ErHENH (B AELTSE

4. FINANCE COSTS 4, BE KA
Six months ended 30 June
HEANA=1THLA<EA
2018 2017
—E-N\F ZZT—+F
RMB’000 RMB’000
ARMF T AR T T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Interest on bank borrowings RITERF B = 219
The amount was less than RMB1,000. ZEBERARE1,0007T °
5. (LOSS)/PROFIT BEFORE TAXATION 5 ®MAI(EE) /&R
(Loss)/profit before taxation has been arrived at after (crediting)/ HMar(EE)/BMNE (Gt A /HBE T
charging the following items: FIE B :
Six months ended 30 June
HEZANA=+RHLL~MEA
2018 2017
—E-NE —T—+F
RMB’000 RMB’000
AR®ETF T AR T T
(Unaudited) (Unaudited)
(REHEZR) (REEEZ)
Bank interest income RITF B U A (166) (186)
Depreciation of property, plant and ME - -BEMIENTE
equipment 5,230 6,097
Impairment loss recognised in respect of HRE S EWFHIERERXKX
trade receivables 1,658 1,549
Net (gain)/loss on disposal of property, BEEME BENERED
plant and equipment F (e /B kR (21) 14
Redundancy costs EEEME 310 125
Obsolete inventories written-off (included in 15 & &k (8 X 44 (5 A SEE R AR)
cost of sales) - 63




Notes to the Condensed Consolidated Financial Statements (Continued)
I BA #r & B 7% R 3k MY 5 (&)

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

6.

INCOME TAX EXPENSE

U)

(i)

(i)

Under the Law of the PRC on Enterprise Income Tax (the “PRC
EIT Law”) and Implementation Regulation of the PRC EIT
Law, the tax rate of the subsidiaries incorporated in the
PRC 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 2018 and 2017.

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profits for the current and previous
interim periods. No provision for Hong Kong Profits Tax
has been provided for the current and previous interim
periods as the Group does not have any assessable
profits subject to Hong Kong Profits Tax for these periods.

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

M
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(i)

6. FIEH X H

BEPBECEMESRE(TRE
FTEHEDRECEMBHREER
M) - AEE R+ R EME
MEBARB-_ZTZNE—H—
H T & B25% °

FEGEMSRAAFERH
AR = R By b 26 (% 3 Bl
XDEE MESZEROD
EUNZEBI5%HBEHRE -
AEENTERAFRAREL
(BM)BRAR(THEEREM])
RIZEZNFRABERBIK
Mm% TEEHE_T—N
FEM-AM BE_FT—+L
FR-F-NFAA=T+HL
NEAR - NEEILKLAEEAA
BMEEMBHZERN A
e

EFRURIF PR EE M
15 B 1% FE &R B 08 A #916.5% 2K
B BFE LA R HERE -
AEEWLEEMABMNEL
PRS2 BRBOE M - FTIAY
B RBBENGEH

RERSHEREBERZES
R B MR NEEEAR
AR R AT RFEEEE R
RERZEESNEMBKE-

=
-]

810z HWoday wueu|

A
A=

el b B\

=
==



W
[—]

pa1wi] BuipjoH (dnoJn) jeuoneussiu| Buepeq

ErHENH (B AELTSE

Notes to the Condensed Consolidated Financial Statements (Continued)

R BA AR & B 75 3R 3R M = (&)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

6.

INCOME TAX EXPENSE (Continued)

(iv)  Pursuant to the Implementation Rules of the EIT Law,
overseas investors of foreign investment companies shall
be liable for withholding income tax at 10% on the
dividend derived from the profits of PRC subsidiaries with
effect from 1 January 2008, unless the tax rate is reduced
by treaty. Pursuant to the Sino-Hong Kong Double Tax
Arrangements, the investor 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 2018 and
2017, respectively since the PRC subsidiaries had
accumulated losses as at 30 June 2018 and 2017.

DIVIDENDS

No dividends were paid, declared or proposed during the
current and interim periods, nor have any dividends been
proposed since the end of the reporting period (six months
ended 30 June 2017: Nil).

(LOSS)/EARNINGS PER SHARE

The calculation of the basic and diluted (loss)/earnings per share
attributable to owners of the Company is based on the loss for
the period of approximately RMB11,410,000 (six months ended
30 June 2017: profit for the period of approximately
RMB1,131,000) and the weighted average number of
approximately 3,161,811,000 (six months ended 30 June 2017:
approximately 3,161,811,000) ordinary shares in issue during
the period.

For the six months ended 30 June 2018 and 2017, respectively
the diluted (loss)/earnings per share are the same as the basic
(loss)/earnings per share.
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Notes to the Condensed Consolidated Financial Statements (Continued)

BLEENS

BB R AR R ()

For the six months ended 30 June 2018 BE_—Z— N\EXA=1+THIENEA

(LOSS)/EARNINGS PER SHARE (continued)

The computation of diluted (loss)/earnings per share for the six
months ended 30 June 2018 and 2017 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 2018, the Group acquired
property, plant and equipment with a cost of approximately
RMB1,176,000 (six months ended 30 June 2017: approximately
RMB460,000).

Property, plant and equipment without aggregate carrying
amount was disposed of by the Group during the six months
ended 30 June 2018 (six months ended 30 June 2017:
approximately RMB16,000), resulting in a net gain on disposal
of approximately RMB21,000 (six months ended 30 June 2017:
net loss on disposal of approximately RMB14,000).

BB (EEB)/ZEF @

HRARABNBRERS REER
R-FIAEAEEE_ZT-N\FR
—E—+FEXA=Z+THIEAXERS
B & s (BE)/ BN WER
ARAT L AR A BB AL -

ME - BMERRBHE

HE_ZE—NFRA=THIENE
A AEEBAVE BERKHE
B A K& A AR 1,176,000 7T
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A # AR ¥460,0007T) °
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 BA AR & B A% 3R 3R B = ()

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

10. BIOLOGICAL ASSETS 10.

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

TMEE

EMEERBUNPBEARENER
HEipEBamh e

Six months Year ended
ended 31 December
30 June 2018 2017
BE-Z- N\ ®BE-_ZT—tF
RAA=+HB +ZA=+—H
1E<1E B IEFE
RMB’000 RMB’000
AR®T T ARET T
(Unaudited) (Audited)
(RBER) (e =z)
At 1 January 2018/1 January 2017 R=-_ZE—N\E—HF—H/
—E—tF—H—H - 457
Herbs harvested during the period/  HA A1/ 4F A Y 7 1 Fp & %%
year - (457)

At 30 June 2018/31 December 2017 RNZ=ZZE—\F XA =+H/
—P—+F+=A=1—8

As at 30 June 2018 and 31 December 2017, the Group did not
have any hectares of growing herbs.

RZE-—NFRA=Z+BE-_ZT—
tFEF+-_A=+—8B  AEEEF
BEBEEEMA -



Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% 3R 3= Bt & (48)

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

11. TRADE AND OTHER RECEIVABLES 1. EGREMEKRFIE

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

BREESREMEERAROCERE
BINKREKIDMOZINRENRER
B ZBEZEHRIZENEAR

(9,
[2L]

approximates the respective revenue recognition dates: ERERER:
30 June 31 December
2018 2017
—B-NF —E—+F
ANBE=+H +ZA=+—H
RMB’000 RMB’000
AR®ETF T AR T T
(Unaudited) (Audited)
(REHFEZ) (K& %z)
Less than 3 months LR 3{E A 30,415 29,920
More than 3 months but less Z 3 A1B L R61{E A
than 6 months 3,941 10,438
More than 6 months but less Z 6@ A1E LR 121E A
than 12 months — 1,153
More than 12 months Z 1218 A 79 o
Total debtors, net of allowance for B ERENREWRERR
impairment of trade receivables VERIERE 34,435 41,511
Prepayment for purchase of raw FEMEHRETE
materials 2,533 1,628
Short-term prepaid advertising fee HMEBENESE 3,379 392
Other receivables H i & W 5K 4,546 1,927
44,893 45,458

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

its trade customers.

AEBRETEBESEPNFTAREE
HiR30B £90H °
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 BA AR & B A% 3R 3R B = ()

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

12. PLEDGED BANK DEPOSITS/DEPOSIT WITH
BANK/BANK BALANCES AND CASH

Deposit with bank

As at 30 June 2018, deposit with bank of RMB20,000,000 with
maturity in May 2019 (31 December 2017: RMB20,000,000,
with maturity in May 2018), carries interest at fixed rate of 1.75%
(81 December 2017: 1.75%) per annum.

Bank balances and cash

As at 30 June 2018, cash at bank carries interest at floating
rates based on daily bank deposits rates of 0.001% to 0.60% (31
December 2017: 0.001% to 0.60%) per annum.

RITEFRRE

RITER

RZE—NFANA=ZF+H' HE17T
7 % A R #20,000000( ¥ — =
—t+tFE+-_A=Z+—H: AR¥
20,000,000 E-_ZE— \EFE R AF
HER-_TE—LERAEE BT
FREE1T5% (R T —tF+=
A=+—H8 :1.75%) °

RTEERRE

R—ZE—NFEXA=Z+H B17
ReREBRABTERIHFHX
0.001%Z0.60% (R=—ZT—tF+=
A=+—H :0.001%&0.60%) 5t &
FIB o

12. |, IR R 1T F /R 1T FE R/



Notes to the Condensed Consolidated Financial Statements

B4R & B 15 R AR B 5

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

13. TRADE AND OTHER PAYABLES 13

Included in trade and other payables are creditors with the
following ageing analysis presented based on the invoice date

B S REMENRIR

B REMENRNKRESITOHZ
JIRERNBREHANEREBE

at the end of the reporting period:

30 June 31 December

2018 2017

o N

ANA=+H +ZHA=+—H

RMB’000 RMB’000

AR® TR AR®ET T

(Unaudited) (Audited)

(REER) (Fe&z)

0-30 days 0-30x% 23,008 23,663

31-90 days 31-90K 9,530 6,864

Total creditors JE& 15 BR R 32,538 30,527

Receipt in advance T8 U BR 3K 8,972 16,236
Payable for acquisition of property, BERE  REES

plant and equipment 1E B8 A BR 3K 1,802 1,802

Promotion fee payables EfTIRIEE 10,566 13,838

Accrued payroll ENITE 1,636 4,429

Other payables and accruals HihET I M ETIR R IE 58,424 50,607

113,938 117,439

W
v
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Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% ¥R 3% Bt & (48)

For the six months ended 30 June 2018 #HE_—_ZT— N\FEXA=1+H /XA

14. SHARE CAPITAL AND RESERVES 14, BRAK @&
(a) Share capital (a) B
Number of
shares Amount
Ko E wESHE
‘000 RMB’000
i ARET T
Ordinary shares of HK$0.1 each %% 700.10 2 & B i
Authorised ordinary shares: AT E B
At 1 January 2017 (audited), RZZE—tF—A
31 December 2017 (audited), —BEER) -
1 January 2018 (audited) and —E—+tF+=A
30 June 2018 (unaudited) = “f“ A(&Ex) -
- N\F—H—H
(%%%*Z) RZT—N\F
RNAZ+H(REER) 10,000,000 880,500
Issued and fully paid ordinary shares: ERTREMNGZTAR:
At 1 January 2017 (audited), RZE—+tF—H
31 December 2017 (audited), — B (&EZ)
1 January 2018 (audited) and —E—+F+=A
30 June 2018 (unaudited) = + B(&&EZ) -
T—-NF—H—H
(%&%’Fﬁ) kZF—N\&F
NA=+HGREERZ) 3,161,811 277,878
(b) Nature and purpose of reserves (b) FEHERRE
() Share premium i)y BA&EE
The application of the share premium account of the KA B AH B IRA E A
Company is governed by the Companies Law THEHERQIE(KE
(Revised) of the Cayman lIslands. The funds in the SR E -BRIEBEREE
share premium are distributable to the shareholders FERMKREMHEEEZ S K
of the Company provided that immediately following NRBEENERBHBER
the date on which the dividend is proposed to be EP FEMER  GRIAR
distributed, the Company will be in a position to pay AT E ARG EER
off its debts as they fall due in the ordinary course of B RAR S o

business.



Notes to the Condensed Consolidated Financial Statements (Continued)

BLEENS

B 7 ¥ 3R B & ()

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

14. SHARE CAPITAL AND RESERVES (continued)

(b) Nature and purpose of reserves (Continued)

(i)

(ii)

Share premium (Continued)

Pursuant to applicable statutory provisions of the
Cayman Islands, the Company had no reserves
available for distribution to the shareholders as at 30
June 2018 (31 December 2017: Nil).

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

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

14. RA R @& @
(b) FHEMHERARE @

@i

(ii)

PR A 1B ()

RERERSBANETE
B HE-_ZT—N\EX
B=+HI1t' RrIBEMFE
A AREEDRERE
(RZZE—+tF+=-A=
+—B8:&)-

B EE R

REDEERETIREB R
B AR Bl K2 AR DA e AN SR
BROFEMBEARET
BMEOARERERY - 8
BORECESIEMNE
g

BEIEMEBE(HBR)K
HAERRR(THIRR])
TRPBRIZNINEGBE
X EAREBETEES
ORI R AR B - 8 O A
& D 10% ) % i A (78
NEFENEIREK) E—
REAEREB EE2RES
HREFPBERRDENZE
BH AR ERBRE /LM
BARME0% &L EEE
ZEEAR SR A A
7K BB BT HETT ©

—MREEREN AIERA
NEFENEEB(NE) -
MAEBEBEIFEA
MIEENBRER D LRE
SRR UBEEEE
REMNEHRTBLREM
& RHE)25% °
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Notes to the Condensed Consolidated Financial Statements (Continued)

LSS

B 7 ¥ 3R B &E ()

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

14. SHARE CAPITAL AND RESERVES (continued)

(b) Nature and purpose of reserves (Continued)

(i)

(iv)

v)

(vi)

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 2017 annual financial statements.

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 into
the presentation currency of the Group (i.e. RMB).

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.

14, RA K #E @

(b) FHEHEERRAE @
iy BEAXHH

BYARBEENERE

RITEOES -
BETAHNAAR

TE L EFEREENS
AR N E K R

R o

(iv) &6t

RZEZE+F+=_A=+
B ARFA2EWBERATF
FITEERSEEIER(FES)
ERARIAREESKE
% 7£12,500,00080 T £ &
MeaHEE(ZAHARE
EIEBRBREHEEN—RA
AFAE) - AltsHE T EIM
B BR AR 4 4K B 0 B B B AY
BN EZBEESHHEE-

(v) ERRE

ERFEERRREREE
SN TS 2 B A% R (B A
RE)FMEENZAER

EH e

(vi) HAibfFE

Hib# B REERRRE
RTRANEEER
HZBREE - ZHEA
A BB A R
RAZREERNEKEE

BEREH
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15. EQUITY SETTLED SHARE-BASED

Notes to the Condensed Consolidated Financial Statements (Continued)

1 B AR & B A% 3R 3R B R ()

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

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.

15. UREEZELURGOHBE

X5

BXRAMBENBRETS

ARAREER _ZTTENFE+_A+
B#t & & xRS A B RS
B -R_EFTAFRNANHE &R
AEKGHBREE X AHEERB
REFEMES aREEEKE
FEEREETEXAARBEEAE
RiE-THELEHERERTARQF
W% EERE S 4,200,000 & A
ARG AERNt+EEREEREM
12 B 7R 8E 4 ££10,332,0000% & 2 & i%
MEOEF - BREARFETEAZ S
ABITHETRHE BALAHEE
ARSI B TR MDITE
BAEEMESBTON (ALY
HABEMZES) K EmT1.19 A
RERBEETREEBBEL238IE
50% (= + N NAERH) - BIBEH X
AHABRENEREFEIRLENEND
BRENTESZESHAHALETAE
Bit—FEZRF FTEBRENA
RZZE—NFANANBRIITE
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Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% ¥R 3% Bt & (48)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

e —
15. EQUITY SETTLED SHARE-BASED 15 URELZELURDAE
TRANSACTIONS (continued) % Ay xR Z (&)
Pre-IPO Share Option Scheme (Continued) BXAHREABRESE @
The following table discloses movements of the Company’s TREBEEFREEEE HMUA
share options held by directors and employees during the HEBEEARARBRENES BTN
current and prior periods:
Six months ended Year ended
30 June 2018 31 December 2017
BZE HE
—E2-NEXA=1H —2—+F+=-A=+—H
WEx{E A IEFE
Weighted
average Weighted
exercise Number of average Number of
price options exercise price options
InE 15 IR e 19 B
TEE £ 8= TIEE e
(Unaudited) (Audited)
(REEE®X) (R EZ)
HK$ ’000 HK$ '000
BT i & TT +
Outstanding at the RERH & F R
beginning of the period i ARITE
and at the end of the
period 0.77 1,654 0.77 1,654
At 30 June 2018, approximately 1,654,000 share options were Bz E—-—NEA=+HIF &
exercisable (31 December 2017: approximately 1,654,000). B #71,654,000 1% P& Z= EAfE 7] LA 1T (&

(ZE—+E+=-_RA=+—8:4%4
1,654,000 %) °
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Notes to the Condensed Consolidated Financial Statements (Continued)

BLEENS

For the six months ended 30 June 2018 #HZE_—Z

16. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS

(a)

(b)

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risks (currency risk and interest rate risk),
credit risk and liquidity risk.

The interim condensed consolidated financial information
do not include all financial risk management information
and disclosures required in the annual financial
statements, and should be read in conjunction with the
Group’s annual financial statements as at 31 December
2017.

There have been no changes in the risk management
policies since year end.

Financial risk factors

The Group’s financial instruments, including the loans and
receivables (including trade and other receivables,
amounts due from related parties, deposit with bank and
bank balances and cash) and financial liabilities (including
trade and other payables, amounts due to related parties
and bank borrowings), 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 at 30 June 2018 approximate their fair values
due to short maturities.

16.

ik Som
—+&

(b)

B 7 ¥ 3R B & ()

—N\FRA=THLAER

KEBEEMAAREE

EeRmIA

SHEBEE

AEEMEHFEEEERES

*mm%m IR AR (B
BAFRER)  EERBRAN

WEEH&

THREMBERETIBRFE
M |MERTERKE A YR
REBEEMEERES  EHE
“E—+F+ZA=+—HB&
SENFEMKRR —EH

EFE

nE

BERAR  BRE
BEME-

EHEKR

SRl E kR EE

ZEBNSR IR BEEXR
ﬂﬁ%iﬁﬁﬁf%ﬂﬁﬁ
JEUR FRIE) B 5 A B
ROTFAREFETHRBEBMIR )

NeRBBE(BEREZIMEM
P FRIR - B 45 MH B U5 RO 3K
Eﬂﬁﬂﬁ%)M%ﬁﬂ$k

- RAMEZFMAR, AR

é%%ﬁ%ﬁ@ﬂé?ﬂﬁﬂ
BEER_E-N\ERA=+
EL%WH% WHEE@ER

MURRAEE -
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Notes to the Condensed Consolidated Financial Statements (Continued)
FEA AR & B 7% 3R 3k MY 5 (&)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

17. RELATED PARTY TRANSACTIONS 17 BB RIRS
Except as disclosed elsewhere in the condensed consolidated RERGEEMBREBEEIN A&
financial statements, the Group had the following transactions CREIRNEITTNIEE IS &
and balances with the related parties during the period: KR
(@) The following balances were outstanding at the end of the @ MRERPREHBOT
reporting period:
Amounts due from/(to)
related parties
PE W/ (FES) B 75 :RIE
30 June 31 December
2018 2017
—E-N\F —E—tF
AA=+H +ZA=+—H
RMB’000 RMB’000
AR®T R ARET T
(Unaudited) (Audited)
(REEEX) (REZ)
Non-trade related HEZHEE
Guangzhou Bawang International Hotel & Qﬁ% % P KB
Co., Ltd. (“Guangzhou Bawang Hotel” wal
ot 4 R Rl s zmm))
(P #E1) 77 87
Guangzhou Bawang Cosmetics Co., Ltd. & w% (EF )L t}fﬁ( Hu':l': fﬁ)ﬁ
“Guangzhou Bawang’) (note i DA (TEM B
(“Guangzhou Bawang”) (note ii) (i) 3,668 6.860
Guangzhou Xiaoxiao Supply Chain &M /)N )N 1 E T IR
Management Co., Ltd. BRD A (TR
(“Guangzhou Xiaoxiao”) (note iv) ) (FfsEiv) 8 —
Trade related EZMEE
Guangzhou Chenming Paper Products & di\' ERlmER
Company Limited (“Guangzhou /(Aﬁﬁﬂ—( ”5% MEHBD)
Chenming’) (note iii 2Ll 2,476 =
6,229 6,947
Trade related E 2
Guangzhou Chenming (note iii) & )N /= A (fﬁa?iii) 1 (1,264)
Guangzhou Qiancai Packaging Materials & %‘Hg% %K (\’?}%}Tﬁf
Co., Ltd. (“Guangzhou Qiancal”) (note iy 2 Px 2 Al U B=ITHS
( J A ) 1) (K axiii) (78) (81)
Guangzhou Xiaoxiao (note iv) &M /0N (B S iv) il (1)
(78) (1,346)




Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% 3R 3= Bt & (48)

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

17. RELATED PARTY TRANSACTIONS (continued)

(@)

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

Notes:

(i)

Guangzhou Bawang Hotel was effectively 100% owned by the
Controlling Shareholders of the Company. The balance with Guangzhou
Bawang Hotel mainly represented cash advance. The balance was
unsecured, interest-free and repayable on demand.

Guangzhou Bawang was effectively 100% owned by the Controlling
Shareholders of the Company. As at 30 June 2018 and 31 December
2017, the balance due from Guangzhou Bawang mainly represented
payment of rental expenses. The balance was unsecured, interest-free
and repayable on demand.

Guangzhou Chenming and Guangzhou Qiancai were under the control
of the close family members of the Controlling Shareholders of the
Company. The Group purchases packaging materials from them. The
credit term granted by them is 30 days, based on the invoice date. As
at 30 June 2018, the balance due from Guangzhou Chenming mainly
represented prepayment of packaging materials. As at 30 June 2018
and 31 December 2017, the amounts due from(to) Guangzhou
Chenming and Guangzhou Qiancai were unsecured, interest-free and
repayable within 30 days, based on the invoice date.

Guangzhou Xiaoxiao was under the control of the Controlling
Shareholders of the Group. The balance was unsecured, interest-free
and repayable on demand.

17. BB

(@)

R 5 @)

2R R E N Z &R

[0} EMBTHAEHAEBZERRKRR
100% 8 R - BMBLTHER
HAZEHREIEREMNBRS - BHHE
BEIEE 2B RWIZBEREE-

(i) EME T BARREERAE100%
EREE - R=ZT—NEXA=T
Afl=—2—+&+=-A=+—8"
BENBINHPREKRETERENH
o BHEHREERR 2 RTIER
EREE-

iy BEMNEAMEMEREHERDF
%2 % % SR B R B ) O R EE AR B
B REBERMBAMBEBE LM
H-AEMNERAMNEMNBERETH
FEEHABERARI0A -RF—
NEXRA=Z+B -BHEMNEHES
PAGEHIERENNEEMH
R-R-_BE-NFERA=+TEMZ
E—tFE+-A=+—H ENE
IR B RN BE 9 BE N A5 SR 9 B B 4 2
BEF RERTILFRAORA

BE -

v  EMNREREEERARGAR
EEZERARRIZS - KT EM N
MERHRARIRE AHRER
EEA RS RIIRBERMEE -

o
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Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% ¥R 3% Bt & (48)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

17. RELATED PARTY TRANSACTIONS (continued) 17. BEE R X 5 @)
(o) During the period, the Group entered into the following b) FPEIEERN KNEEEFES
transactions with the related parties: HIVE RS
Six months ended
BZEANEA
2018 2017
—E-NF ZZZT—+tF
RMB’000 RMB’000

AR® T ARETTT
(Unaudited) (Unaudited)

(REER)  (REER)

Trade related

EZMHE
Guangzhou Chenming Purchase of packaging materials (note i) 592 3,473
& N = A KB REME (M)
Guangzhou Qiancai Purchase of packaging materials (note i) 43 117
J& I A5 K EREE B 2 MR (B 5E)
Non-trade related
FEZHEEH
Guangzhou Bawang Utilities paid and received on behalf (note ii) - 295
BEIMNEE KA NI KE B (i)
Rent of production plant and office
premises (notes i and iii) 4,788 5,300
& A4 E R B AN #E R 35 P (B 5 K2ii)
Guangzhou Bawang Hotel  Catering service received (note i) 320 597

M B EBE BEXERRS ()




Notes to the Condensed Consolidated Financial Statements (Continued)
I EA A & B 7% 3R 3= Bt & (48)

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

17. RELATED PARTY TRANSACTIONS (continued)

(b)

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

Notes:

(i)

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 and the basis of consideration for the
transactions is the prevailing market price.

The utility income was charged to Guangzhou Bawang in relation to the
utility expenses paid on behalf of Guangzhou Bawang.

On 9 August 2013, Bawang Guangzhou and Guangzhou Bawang
entered into two lease agreements, pursuant to which Bawang
Guangzhou leased from Guangzhou Bawang the production plant and
office premises with monthly rental and management fee of
RMB1,120,000 and RMB92,800 respectively. The terms of the lease
under the agreements were 3 years from 9 August 2013. The lease
agreement was renewed on 9 August 2016 and the new terms of the
lease were 3 years from 9 August 2016. The renewed monthly rental
fee for production premises and office premises were approximately
RMB490,000 and RMB45,000 respectively. The renewed monthly
management fee for production premises and office premises were
approximately RMB310,000 and RMB39,000 respectively. The
renewed contract was terminated and a new contract was signed on 1
December 2017 and the new terms of the lease were 3 years from 1
December 2017. The new total monthly rental and management fee for
the production premises, office premises and a staff dormitory are
approximately RMB719,900. Details of which were set out in the
Company’s announcement dated 1 December 2017.

17. BB

REBERA NEEREEKT
RIMINTR S : (#)

(b)

B 5

(i)

R 5 @)

BEERR LRZXF TR —REE
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Notes to the Condensed Consolidated Financial Statements (Continued)

1 BA AR & B A% 3R 3R B = ()

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

—
17. RELATED PARTY TRANSACTIONS (continued) 17. BEE R X 5 @)

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

Six months ended 30 June
BEAA=tHLEXEA
2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
AR®ET T AR T T
(Unaudited) (Unaudited)
(REBER) (RE&HEZ)
Short-term employee benefits EEE B & A 927 1,077
Contribution to defined contribution T B FUR K18 A 5T &l
retirement plans = 66 66
993 1,143
18. COMMITMENTS 18. EARAIE
30 June 31 December
2018 2017
—E-N\#F e
AA=t+tH +ZRA=+—H
RMB’000 RMB’000
AREEF T AR®T T
(Unaudited) (Audited)
(REER) (Fe&=z)
Capital expenditure in respect of the REBRGE M BRE
acquisition of property, plant and PR BEEEY
equipment contracted for but not provided % - i 5 K 5% 5 ) & A
for in the condensed consolidated financial — 7# ¥&
statements 2,514 2,731




Notes to the Condensed Consolidated Financial Statements (Continued)

19. LITIGATION

@)

The directors of the Company consider that the contents
of the relevant article published by a media company on
14 July 2010 were defamatory to the Group and/or
amount to malicious falsehood. Therefore, the Group
commenced legal proceedings in the High Court of Hong
Kong in October 2010 against the media company
seeking, inter alia, damages and an injunction to restrain
the media company from publishing such contents or
similar contents. The trial of the legal proceedings was
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 in prior years.

BLEENS

For the six months ended 30 June 2018 HZE_—Z
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EREA - N _ZT—XRERA
Z+ =B AEEKHTHB
BE AR RRERMGOH AL
ROAEEEZERFLRERE R
BHIMER ZEELAHES
EERTESINAEEBEGHEY
3,005,000/8 W FFEl — AR 18
ERE]  TXNAEEEBE
BHRANBONHEZEZBR - &
BEEERMEL TS @AM -
BN E A T FE R A & B X 4 B AR
REMBEBEMNE REERER
MNEBEBRA(FLE] H80% - R
—E-XE+-A+XEH R
ﬁ&fuﬁﬁ EAEFBEED
me KEBFLRERAHH  #®
4| JR 4 S 18,000,000
T(EFMBRDE) (HERA
R #161,101,0007T) * It T LA
SERNREREZNALEER
BlmR - BHE_ZT— X NF+
—A=+—BULHEE X£E
WHFE —RBEEE R
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Notes to the Condensed Consolidated Financial Statements (Continued)

R BA AR & B 75 3R 3R M = (&)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

19. LITIGATION (Continued)

(b)

In prior years, a lawsuit was filed by a former
subcontractor against Bawang Beverage in People’s
Court of Songjiang District of Shanghai (the “Shanghai
Court”) in respect of a dispute in the material processing
contract between the former subcontractor and Bawang
Beverage. In 2013, Bawang Beverage received a civil
order issued by the Shanghai Court, which accepted the
application by the former subcontractor for property
attachment prior to lawsuit to freeze Bawang Beverage’s
bank accounts in the amount of approximately
RMB873,000 or other assets under the name of Bawang
Beverage. In connection with the lawsuit, one of Bawang
Beverage’'s bank accounts with an amount of
approximately RMB309,000 was frozen. No accrual was
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. As at 30 June 2018 and 31 December
2017, the remaining provision of approximately
RMB338,000 has not been settled.
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(b)

BR - —RAIDHEEELEN
Te ARER (T EE8ZER]D B
ZEOHEELBIZARZEN
BRI aRAHMELTRE
REFDR NR_BE—=F 5
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HFIRE  EBERZET A S
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HETEIRHRBRITERERFHOAR
" 873,0007T K FE LB B TH
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Notes to the Condensed Consolidated Financial Statements (Continued)
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For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

19. LITIGATION (Continued)

(©

In prior years, a lawsuit was filed by Bawang Guangzhou
against a supplier in the 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.

In prior years, Bawang Guangzhou applied for an
injunction against the supplier in the District Court to
execute the court order handed down in 2014. On 14
October 2016, the Group received approximately
RMB169,000 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 six months ended 30 June 2018 and the year
ended 31 December 2017, no agreement has been
signed and no settlement has been received from the
supplier except the above amount.
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Notes to the Condensed Consolidated Financial Statements (Continued)

R BA AR & B 75 3R 3R M = (&)

For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

19. LITIGATION (Continued)

(@

In prior years, 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 and other
comprehensive income in prior years.

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. For the remaining 2
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 another 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. Accordingly, additional provision of
approximately RMB453,000 was recognised as
administrative expenses in the consolidated statement of
profit or loss and other comprehensive income for the year
ended 31 December 2016 based on the option provided
by the PRC legal counsel acting on behalf of Bawang
Guangzhou.

On 8 March 2017, the appeal by the Group was rejected
by the court. During the six months ended 30 June 2017,
the Group settled a sum of approximately RMB928,000.
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I EA A & B 7% 3R 3= Bt & (48)

For the six months ended 30 June 2018 BE—_Z— \FA=+H1~EA

19. LITIGATION (Continued)

©)

In prior years, 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 RMB149,000 representing related severance payments
and salaries. Both the plaintiff and Bawang Guangzhou
lodged an appeal against the decision. No hearing has yet
been fixed for the appeal. Accordingly, provision of
litigation in the amount of approximately RMB149,000 was
recognised as administrative expenses in the consolidated
statement of profit or loss and other comprehensive
income in prior years.

In 2016, the Intermediate Court handed down the
judgement 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 in 2016. Accordingly,
additional provision of approximately RMB18,000 was
recognised as administrative expenses in the consolidated
statement of profit or loss and other comprehensive
income in 2016. The whole amount was fully settled
during the six months ended 30 June 2017 and no
additional provision has been made as at 31 December
2017.
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Notes to the Condensed Consolidated Financial Statements (Continued)
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For the six months ended 30 June 2018 HE=_—Z— \EXA=1+H1NEA

19. LITIGATION (Continued)

(®

In prior years, 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 and other comprehensive income 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
into 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 was 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 and other comprehensive income for the year
ended 31 December 2016.

The Group has settled approximately RMB1,750,000 for
the year ended 31 December 2016 and the remaining
provision of approximately RMB1,034,000 was settled for
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 (i) Repayment of
the overdue penalty of goods sold of approximately
RMB232,000. On 15 March 2017, the Group withdrew
the lawsuit after receiving the claim.
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