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Business Review

The Directors report that the total revenue of the Group for the six
months ended 30 June 2021 was approximately RMB115.6 million,
representing a decrease of approximately 6.7% from approximately
RMB123.9 million for the same period last year. The operating loss of
the Group for the six months ended 30 June 2021 was approximately
RMB14.1 million, as compared with the operating loss of
approximately RMB4.6 million for the same period last year.

For the six months ended 30 June 2021, the net loss of the Group
was approximately RMB14.3 million, as compared with the net loss
of approximately RMB5.3 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 continued to operate
under the value-chain-oriented business model, which enabled the
Group to control the cost of sales and operating costs at a
sustainable level.

During the period under review, to satisfy the consumers’ need for
high-end shampoo and hair-care products, we have successfully
rolled out new Bawang-branded Chinese-style amino acid product
series at our direct-operating point-of-sales at Walmart and Yonghui.
Repeated close-encounter promotional activities that are interactive
and interesting have been carried out so as to increase our brand
influence and to enhance sales revenue.

During the period under review, advertisements of our branded
products were showcased in supermarkets, underground metros and
taxis in cities such as Shanghai, Shenzhen and Guiyang. Additionally,
we continued to leverage on the influence arising from the “College
Students Advertising Festival” (K24 &4 E1i74f) in spring and to
cooperate with some colleges to publicise our branded products.
Through on-campus publicity education, we let more and more
young people understand the concept of hair-care using herbal
shampoo and hair-care products.

During the period under review, we set up professional team to carry
out brand publicity and instant sales of our branded products online
during live-streaming programs. Through cross-industry co-
operations, we publicised our branded products through Little Red
Book, Weibo, B Station, and other popular social media platforms to
promote our anti-hair fall products.

E 3 ACI

BEEREAEBEE T -_—F A=
THIESNEAMBIRAHNAREI1568
ET R-_ZE-_FTFRHPHAREKE123.9
BETTIRTHEI% AEBHEZE T
——FRNAZ+HLENEABHEAEEE
BEBHOARB141BE T MEFHRH
BECEBEBENAREIEE T -

AEEBE_ZT_—FXA=1THLRX
BASKGEFEBROARBI43EET M
EZFRPBEFFEEOARKSIAETT

W

ARAEEREXENEZES &
BARE 2 [MMEOEI D -

REEHA NEEEENTEERES
MEEBRA EEGHERARLE
P AN ¥ 1) 2 A 5 BB Y KCF o

REOBEHA RRRHEEEYSmTE
EmmFER RS KD EXE IS MK
BEELESHEBEIMENPEER
EBRRJFm - RMBBZHRNFA
B E) 1% A0 RO 1 RO BE B 5 1R 858 B A 1R
RmBTENTRSHERA -

REEHA  ZMHELS  RIREHFH
BHEEE LB EERETRM
b EER M b HPEENAR
AFROUNIABLESEMB NP E
N TR —EREEEAERER N
BER BMABEERENEEHER
HREZHNFEATHRERPEERE
EEEMESZNHT -

REBEHAR RMAEEZTEXNERE
HBEE BEER®ED A KERERE
MRGHERMOWMEER - BBRER
EEXEERMNREER BBE/N
AEME BUEAREMRITHOHEIE
BYSHERRMNDBER -

-

11




BaWang International (Group) Holding Limited %5 £ B[R (£ &) ZE K A R 2 7

Management Discussion and Analysis

EEE W N DT

-

During the period under review, we continued to participate in
community welfare events so as to enhance our public image as a
responsible corporation. In particular, the Group made donations of
Bawang-branded HPC and antiseptic sanitary products to the
residents of infected areas in Guangzhou, which helped to publicise
our corporate mission and enhance our corporate image.

As at 30 June 2021, the Bawang brand distribution network
comprised 882 distributors and eight KA retailers, covering 26
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 2021, the Royal
Wind brand distribution network comprised 139 distributors, covering
26 provinces and four municipalities in China. Furthermore, the
products of the Group were also sold in Hong Kong, Singapore,
Thailand and Malaysia.

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 to
cover the whole of China. As at 30 June 2021, the Litao products
distribution network comprised 104 distributors and five KA retailers,
covering 26 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 through the use of herbal-based products for skincare
purpose.

As at 30 June 2021, the Group has 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 this channel.

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

— the permit for production of cosmetic products, which was
issued by Guangdong Medical Products Administration, is valid
until March 2026;

REBERA RMAEEFREDHLER
SEPARTRMAERBETCHLEN
RPXR- TR AEBEREMNERE
FEREBREREAERERIERE
o BEPREERMANDEED - =T
EERER-

BE_ZT-_—FXA=1tHIL BEIm
o iH AR B 1R es2E 0 i F K\ (B E B
TERH BETE2GES M LKMLEEFSE
me i REENEMBETEE
AN~ ZREE A N S R P gt e

REERA NEEHEERERRENE
HEBIFRAK  TERE] -HE-F
T—FRA=TRHR - BEAMESEHARK
BIE139E D HE - BETE26MEE 7 &
MEEED - I ZEENEMBEGE
B HE - FEAMBRAE -

BEERIZRNABENAERBEX
NFBE =T EEESBRERERF
B - A5ENERRRMBREAEZE
BRE -BE_T-_—FXA=1+H B
BmEOHEBRERI4ES HEE LA E
EXTER BETHEH226EADXOME
BHED -

AEEREEEEEMIBREFPEHRE
EEBEHERSHRA  BAREREXR
BERMMEFEERAENERREEANE
m R FER T N25 B4 B A R
e

BE-_T-_—FXXA=1THI  X&H
EXRTE4ERLETEFR LRELT H
T EBRMAEZARNBFENR LA
BE -BPSRENELBHRERE -

REBEPA- PSR B3 &/SHIER
FANBEN/HRBEWT -

- RBREEZEQEEEERBEBEMA
mMEEFAEE ERHEEEZE-Z
A Sy

—




Interim Report 2021 —ZE = —FHH®mE

Management Discussion and Analysis

BEENWE D

— 10 Bawang-branded Chinese herbal shampoos and hair-care
series products have been recognised as “The 2019 New High-
Tech Products in Guangdong Province (B3 & & & HiTE )’
by the Guangdong Provincial New Hi-tech Enterprise
Association (BXRE =2 EH MR E) in December 2019 for a
period of three years until the end of 2022;

— three Bawang branded series shampoos were again recognised
as “The 2018 New High-Tech Products in Guangdong” by the
Department of Science and Technology of Guangdong Province
in December 2018 for a period of three years until the end of
2021;

— our production process for haircare and skincare products has
been certified by SGS with a validity period until July 2022 as to
meet the requirements of US FDA CFSAN by reference to
Cosmetic Good Manufacturing Practices (GMP) Guidelines
2008;

— our production process for haircare and skincare products has
been certified by SGS with a validity period until July 2022 as to
meet the requirements of 1SO22716:2007 by reference to
Cosmetic Good Manufacturing Practices (GMP) Guidelines;

— we were awarded “Committee Unit” by Guangdong Food &
Drug Technology Association for Evaluation & Certification,
which is valid until December 2023; and

— we were accredited as Grade A credit rating taxpayer for 2020
by Guangzhou Municipal Tax Service of the State Taxation
Administration on 8 June 2021.

Financial Review

Revenue

During the six months ended 30 June 2021, the Group’s revenue
from operations amounted to approximately RMB115.6 million,
representing a decrease of approximately 6.7% from approximately
RMB123.9 million for the same period last year. Revenue through the
online sales channel was approximately RMB57.2 million,
representing a decrease of approximately 12.4% from approximately
RMB65.3 million for the same period last year.
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During the six months ended 30 June 2021, the Group’s core brand,
Bawang, generated a revenue of approximately RMB110.3 million,
which accounted for approximately 95.4% of the Group’s total
revenue, and represented a decrease of approximately 4.3% as
compared with the same period last year.

During the six months ended 30 June 2021, the Group’s branded
Chinese herbal anti-dandruff haircare series, Royal Wind, generated a
revenue of approximately RMB1.9 million, which accounted for
approximately 1.6% of the Group’s total revenue, and represented a
decrease of approximately 17.4% as compared with the same period
last year.

During the six months ended 30 June 2021, the Group’s natural-
based branded shampoo, shower gel and laundry detergent products
series, Litao, generated a revenue of approximately RMB3.4 million,
which accounted for approximately 2.9% of the Group’s total
revenue, and represented a decrease of approximately 15.0% as
compared with the same period last year.

During the six months ended 30 June 2021, the Group’s branded
Chinese herbal skincare series, Herborn, generated a revenue of
approximately RMBO0.1 million, which accounted for approximately
0.1% of the Group’s total revenue, represented a decrease of
approximately 94.4% as compared with the same period last year.

We sold our products through extensive distribution and retail
networks, via conventional and/or online sales channels. During the
six months ended 30 June 2021, a summary of our sales revenue in
percentage through different networks and/or channels are as
follows:
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During the six months ended 30 June 2021, our products were also
sold in Hong Kong, Singapore, Thailand and Malaysia. The sales to
these overseas markets accounted for approximately 0.9% of our
total revenue during the six months ended 30 June 2021.
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Cost of Sales

During the six months ended 30 June 2021, cost of sales amounted
to approximately RMB75.7 million, representing a decrease of
approximately RMB3.5 million (or approximately 4.4%) from
approximately RMB79.2 million during the same period last year. The
overall decrease in cost of sales was primarily due to a decrease in
the volume and cost of production which was driven by lower
demand for our products. As a percentage of revenue, cost of sales
for the six months ended 30 June 2021 increased from approximately
63.9% in 2020 to approximately 65.5%, which was mainly due to (1)
an increase in unit indirect cost incurred in manufacturing overheads
resulting from an increase in depreciation expenses of right of use
assets; and (2) more complimentary giveaways were offered to
distributors so as to enhance our sales, which led to an increase in
cost of gift products and contributed to the overall increase in cost of
sales.

Gross Profit

During the six months ended 30 June 2021, the Group’s gross profit
amounted to approximately RMB39.9 million, representing a
decrease of approximately 10.9% from approximately RMB44.8
million for the same period last year. The gross profit margin for the
six months ended 30 June 2021 also decreased from approximately
36.1% in the first half of 2020 to approximately 34.5%. The decrease
in the gross profit margin was mainly attributable to the combined
effect of a decrease in sales revenue, and the increase in unit cost
incurred in manufacturing overheads and cost of gift products.

Selling and Distribution Costs

During the six months ended 30 June 2021, selling and distribution
costs amounted to approximately RMB42.0 million, representing an
increase of approximately 12.9% from approximately RMB37.2 million
for the same period last year. As a percentage of revenue, our selling
and distribution costs for the six months ended 30 June 2021
increased from approximately 30.0% in 2020 to approximately 36.3%
in 2021. The increase was primary due to an increase in marketing
and promotion expenses and advertising and brand expenses, but
was partially offset by a decrease in goods delivery expenses.

HERF

HE_ZT-_—FA=+tB1@EA"
HEXNANABARBKISTEE T 8
FRPHHARBIOCAB T IBRTH
ARBISBEEIL(HH44%) c BREEE
KATHEHNETEREAEZRAEEERNS
KTREFMNEEEREEKRARN T E-
REEXEENELL  HEXAKR =T
ZEFRPNLI639%EME _T = —F
NAZTBHIEMA655%  HEXEEZERE R
HRAMWEREEENEEREMNFESE
VEEBHAREBERAEN: ROQAEE
BlREHEMENKCHEBEZN R B
gh o T E 1S S SR AR AN 1S N 3 A5 B A
5 B AN 38 A0 o

EFH

HE_ZE-_—49F"A=+tBI~EA"
AEEBNENTREHAREINOES
T BEFRBPHARBI48HE THEL
T T#109% - #HZENA=1THIE XA
FHENEARR BT -_FTFE LEFHYD
36.1% "B —ZFE=-Z—FA=+HIN
&l A &) 4934.5% - SHE WA T - REAL
BIEERARERRAEIINGETYER
EFETHEOEERA -

HERSMAX

BHE-_ZT-—FXA=Z=+tHILXMEA"
HERDHERIHOARBIL0BE T &
EFRBENHOAREIT2EE T NT
H129% - hEEBELEME  BEZT
T—FRNA=ZFTHIERNREANEE LY
SHF S - & F [ HIAY £930.0% 38 A0 B 49
36.3% EIMNEERAESAHN L HHE
BEMESRmMEHEREENIE N BE
DY) E 8 B AR FTHUR

-

11




10

BaWang International (Group) Holding Limited %5 £ B[R (£ &) ZE K A R 2 7

Management Discussion and Analysis

EEE W N DT

-

Administrative Expenses

During the six months ended 30 June 2021, administrative expenses
amounted to approximately RMB14.1 million, representing an
increase of approximately 7.6% from approximately RMB13.1 million
for the same period last year. The decrease was primarily due to an
increase in salaries and bonus, social insurance contribution and
research and development expenses, but was partially offset by the
decrease in vehicle expenses and severance payment.

Reversal of Impairment Losses

For the period under review, the Group has made a reversal of
impairment losses of approximately RMB1.1 million in respect of
trade receivables following the management’s assessment on credit
risk of our financial assets by adopting the expected credit loss
according to IFRS 9.

Loss from Operations

The Group recorded an operating loss of approximately RMB14.1
million for the six months ended 30 June 2021, as compared with the
operating loss of approximately RMB4.6 million for the same period
last year. The increased in operating loss was mainly attributable to a
decrease in revenue and the continual increase in the Group’s
marketing and promotion expenses in response to fierce market
competition to maintain its market share.

Finance Costs

For the six months ended 30 June 2021, the Group had no interest
costs on bank borrowing (six months ended 30 June 2020: RMBO0.04
million), and the interest on lease liabilities in the amount of
approximately RMBO0.2 million as a result of the adoption of IFRS16
with effect from 1 January 2019 (six months ended 30 June 2020:
RMBO.7 million).

Other Income

The Group recorded other income of approximately RMB1.0 million
for the six months ended 30 June 2021, representing a decrease of
approximately 9.1% from approximately RMB1.1 million for the same
period last year. Such decrease was primarily attributable to a
decrease in income derived from financial products.

THEH
HE-_ZE-—4XA=1+THIAEA "
THERBHOAREULUIBEE T BEFE
BEHAOODARBISIEETENTH
76%c HENMNFTEREE L E M
T HREBAMAEBEERANEN  BHS
WEEERMEREBENR D AT -

i {8 48 5% o] 4%

EOEHA EEERBER RS %R
FORMNBEREERREEREEETE
ERBRFEE AEERLDTHOARE
1T1AETNE S RUHIAZBERRK

BEHBR

REFBEBEE-_Z-_—FA=1tHI1X
AR EBENAARKI418 S
T MEFRBPASEELEEBEEOAR
BioBEB L KEFBEBENNETERA
EHEWANBL URAEEAEY
MiZHANRF A BT TGO EESR
HEREERFEE -

MEAE

HE-_Z-_—4F~A=Z+BLtA~EA"
AEEERTERANERABILE=F=
TEXNA=ZTHLEAREA: AR¥004EH
Bn)  MAZE-NAF—A—BEHUN
BRI iSRS E R E 165 MR A M E £
MEEEENFESBEOAARKO2E
Ert(HIE-ZE-_ZFA=Z1tHILAHE
A ARBO7TEET) °

Htilk A

AEEH LT -_—FXA=1THLA
BEAZFSEMBEAHDARKIOBE T
REFRBOAREIABETAD TH
91%  ERAPMEZRRAR T B E mE
f Wz B R o

—




Interim Report 2021 —ZE = —FHH®mE

Management Discussion and Analysis

BEEN WD

11

Income Tax Expense

During the six month periods ended 30 June 2021, the Group had no
income tax expense (six months ended 30 June 2020: nil).

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
RMB14.3 milion for the six months ended 30 June 2021, as
compared with the net loss from operations of approximately RMB5.3
million for the six months ended 30 June 2020.

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 RMB14.3 million for the six months ended 30 June
2021, as compared with a loss attributable to owners of the
Company of approximately RMB5.3 million for the six months ended
30 June 2020.

Outlook

In late June 2021, the World Bank maintained its growth forecast for
China’s economy at 8.5 per cent for 2021, but the World Bank
expected the economic growth rate would decrease to 5.4 per cent
in 2022 as a result of diminishing fiscal and monetary support and
more prudent measures in sectors such as property development.

However, the PRC government has officially set an economic growth
target of “above 6.0 per cent” for 2021 as the country continued its
strong rebound from the impact of the coronavirus pandemic in
2020, which was below the expectation of a 8.6% economic growth
by economists in a study.

According to statistics released by China’s National Bureau of
Statistics (“NBS”) in mid-July 2021, China’s economy grew by 7.9
per cent in the second quarter of 2021, compared with a 12.7 per
cent growth in the first half of 2020.
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The NBS went on to say that China’s economy sustained a steady
recovery with the production and demand picking up, employment
and prices remaining stable, new growth engines thriving, quality and
efficiency enhancing, market expectations improving and major
macro indicators staying within reasonable range, and that the
national economy witnessed a steady and sound growth momentum.

Overall, China’s economy appears to be on track for recovery, with
the “above 6.0 per cent” annual growth goal within reach. However,
domestic demand weakening risk and structural risks are worrying.
Long-term credit growth has remained weak as the PRC government
promulgates policies to control leverage and deflate the property
bubble.

With the ongoing risk potentially posed by the coronavirus pandemic,
the Directors tend to be very cautious about the business
development of the Group for the rest of 2021.

The Group will continue with its corporate scheme “Turning around
the Fortune in Year of the Ox”.

For Bawang-branded products, the Group intends to adopt the
following strategies for publicity and promotion of this branded
products and enhancement of revenue: (1) leverage on the
consumers’ passion and confidence in China for domestic products
in promoting our branded products series; (2) appoint Internet
celebrities as brand ambassadors on a short-term basis to enhance
exposure of our brands, and drive up the sales revenue through
bonding between Internet celebrities and their supporters; (3) re-
design of the packaging of Bawang anti-hair fall series with a view to
cater for the preferences of young consumers; (4) showcase our
brand advertisements on underground metros, buildings and public
ground transports in major cities such as Shanghai, Hangzhou,
Guangzhou, Shenzhen, Chengdu and Nangjing; and (5) continuously
adopt initiatives to publicise and promote Bawang-branded products
through implanted commercials in live streaming programs, cross-
industry cooperations, and participating in more charitable
communities services.

For Royal Wind branded product series, the Group plans to roll out
four new anti-dandruff branded product series to suit the taste of
young customers. The new products series will be mainly sold
through the conventional channels.

For Litao branded product series, we continue to sell these products
through our conventional channels.
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For Herborn branded product series, we plan to roll out several
herbal-based shampoo products to expand our product offering. The
products will be mainly sold through the conventional channels.

For conventional channels, the Group will continue to deepen
cooperation and interaction with distributors by: (1) making use of the
Mid-Autumn Festival and the National Day Holiday in the second half
of 2021 and mall anniversaries for carrying out promotional activities
to increase sales and continuing with the closed-encounter
promotional activities at key points-of-sale so as to increase sales
revenue and enhance our brand influence; (2) stimulating the sales
revenues in certain regions through enhancement of Royal Wind anti-
dandruff shampoo products and enrichment of post-consumption
experience through quality products and design of trendy packaging
to attract the young consumer group; (3) strengthening the
supporting services offered to key accounts so as to stabilise the
sales revenue generating from this channel; (4) actively invigorating
the direct-operating point-of-sales counters at Sun Art sales network
in eastern China region; (5) exploring the undeveloped markets with
sales potential and developing new sources of distribution network to
increase sales; and (6) leveraging on the Group’s professional design
and capabilities in research and development and production for
developing additional original equipment manufacturer (“OEM”)
customers and obtaining sales orders from OEM customers and
group purchase customers so as to enhance sales revenues.

As for the online sales channel, the Group hopes to achieve stable
sales growth in the future. To increase sales revenues from our own
online flagship stores, the Group will optimise the operations and
stabilise market share for hot sales items such as anti-hair fall and
haircare product series, and develop high-end, youthful and
professional series of anti-hair fall and hair care products for steady
sales growth. The Group plans to roll out customised products for
instant sales during live video-streaming so as to enhance market
share and boost sales. The Group will tailor-make some bundled
products for supply to key online retailers to increase sales. We will
continue with our efforts on developing new sales channels such as
Douyin and Pingduoduo. We will endeavour to create new dedicated
products and to carry out promotional activities for the newly-created
channels so as to drive up the sales and popularity of our brand
name online.
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Apart from this, the Group plans to develop live video streaming
resources through some social media platforms such as WeChat
mini-program and Private Zone to enhance sales revenue. In addition
to maintaining the existing customer resources, the Group will
leverage on the active user-group networks and user-to-user
connections in other platforms to increase our sales revenue.

For production management, we always put the high emphasis on
product quality, which is our top priority. We will continue to
strengthen our research and development capability, to optimise our
production process, to enhance the training and development of
production management staff and workers, and to minimise the
spoilage and wastage, so as to achieve competitive cost advantage
in the market.

We will adopt a flexible supply chain management approach to plan
and design the production process so as to maximise the production
effectiveness and to optimise the utilisations of production facilities
and factory space.

We have developed our OEM business over the past few years,
which has substantially grown in the first half of this year. We will
continue to make use of our professional design and professional
research and development capabilities, mature production
management techniques and advanced production infrastructures for
expanding our OEM business to generate additional revenue through
strengthening our customer base in different types of personal care
products. We target to establish stable business relationships with a
couple of key clients.

We believe that through the above-mentioned resources
management and workflow integration to maximise production
effectiveness, we can create more returns for our shareholders.

As part of the business expansion plan, the Group will continue to
explore the possibility with potential distributors for cooperation, and
will actively promote and develop the social e-commerce platform
business so as to increase sales. The Group is open to explore
further business opportunities with potential overseas distributors for
launching our branded products to other countries.

As at the date of this report, the Group did not have any outstanding
acquisition opportunity nor was actively exploring business
opportunities that may involve potential acquisition.
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Looking forward, the strategic directions to sustain and develop our
business in the present volatile economic environments will focus on
two areas: in the short term, the Group intends to increase its
revenue by exploring new sales channels in HPC products in order to
regain momentum for sales growth and profitability, and to improve
investors’ confidence in the Group; and in the long term, 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 strategy in the HPC sector, and becoming a leader in
branded Chinese herbal HPC products worldwide.

Liquidity, Financial Resources and Capital
Structure

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

30 June
2021 2020
R-E-—F RZEZEF
AA=+H +=-A=+—H
RMB in million RMB in million
ARBEETR ARBBSET
(Unaudited) (Audited)
(REER) (fe = %)
Cash and cash equivalents HeRESZEEY 101.4 122.3
Total loans B4 0 0
Total assets BEE 227.6 264.6
The gearing ratio’ BEBEBX 0% 0%

Note:

1. Calculate as total loans divided by total assets

Material Acquisition and Disposal

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

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
associated with the Group’s daily operations is not significant.

For the period ended 30 June 2021, the Group had not issued any
material financial instruments or entered into any material contracts
for foreign currency hedging purposes. However, the Board wiill
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 2021, the Group did not have any significant
contingent liabilities.

Capital Commitments

As at 30 June 2021, the capital commitment for acquisition of
property, plant and equipment of the Group was approximately
RMBO0.3 million.

The Group has committed a lease agreement in 2021, with a term of
five years commencing from 1 July 2021. The future lease payments

for this non-cancellable lease agreement is approximately RMB65.5
million (31 December 2020: nil).

Charge of Assets

As at 30 June 2021, the Group did not have any pledge of assets.
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Trade and Other Payables

As at 30 June 2021, the trade and other payables of the Group were
approximately RMB69.6 million (As at 31 December 2020
approximately RMB81.1 million), which represented a decrease of
14.1%. As at 30 June 2021, trade and other payables did not include
any balances due to related parties.

Events After the Reporting Period

The Directors are not aware of any significant event requiring
disclosure that has taken place subsequent to 30 June 2021 and up
to the date of this report.

Bank Borrowings

As at 30 June 2021, the Company did not have any bank borrowing (31
December 2020: Nil).

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 2021, the Group organised
various in-house training classes to strengthen the soft skills of our
staff members such as use of electronic spreadsheets, the principles
of communication and coordination. The Group also required our
department managers to attend external courses on rewards 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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As at 30 June 2021, the Group employed 495 employees (30 June
2020: 508), 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 RMB27.3 million for the
six months ended 30 June 2021 (six months ended 30 June 2020:
approximately RMB29.0 million).

The following table sets forth a breakdown of the total headcount of
our employees as at 30 June 2021 and 2020, respectively:

RZEZ—FNA=Z+H AEBEHR
4B ET(ZE-EFXNA=Z1+8:
508) R BIEEFRBEMESMN B

BETURAGHNEE -BAEFHXBRET

ﬁ‘%%ﬂﬁﬂ%&%%ﬁ% 5 2 & 1n
XATRIEBHE —FXHA=+H
JJ:/\{.HZ']}\EMZ73§%7E(@:|:_7
—EFRAZFTHLEARER  HARE
2008&7T) °

TRAANENARZE - —FNA=Z+H

AZE_ZEXA=Z+tHHEMNERE
AR -

As at As at

30 June 2021 30 June 2020

R-ZB-—F RZEZTF

~B=+H NAZ=Z1H

Full-time employees 2B EE 224 214
Contract personnel EHEER 271 294
Total headcount A 495 508

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

Our employees in the PRC and Hong Kong participate in 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.
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Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares
and Debentures of the Company and Its
Associated Corporations

As at 30 June 2021, 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
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positions in shares, underlying shares and HERBROREEBEFHEEHEER
debentures of the Company RE
Number of
ordinary  Approximate
shares/ percentage of
underlying issued share
ordinary capital of the
shares of the Company
Company held )i NI
Name of director/ BEAT 28T
chief executive Long/short position in ZTEBRR A F 2z
EE/BREITHAER ordinary shares Nature of interest HEEER EZBoL
=% EBRRPZHF/IXR EaME i 4= (W)
CHEN Qiyuan (Note 1) Long Interest in controlled 1,900,840,000 60.12%
corporation
PR BOIR (M 7E1) =) P 158 1 5 B
CHEN Zheng He (Note 2) Long Interest in controlled 1,900,840,000 60.12%
corporation
PR IE#5 (M9 7E2) e P 128 ) A B
WONG Sin Yung Long Beneficial owner 2,100,000 0.07%
mER e ExnEREA
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CHEN Qiyuan was deemed to be interested in the 1,900,840,000 shares of the
Company held by Fortune Station Ltd. (“Fortune Station”) by virtue of CHEN Qiyuan
holding 50.43% of the issued share capital of Fortune Station. The remaining 49.57%
of the issued share capital of Fortune Station was held by Heroic Hour Limited (“Heroic
Hour”). Heroic Hour’s entire issued share capital is held by CHEN Zheng He as trustee
for himself and on behalf of his six brothers and sisters. The beneficial interests of
CHEN Qiyuan’s six children under the age of 18, namely CHEN Cynthia Yuping, CHEN
Li Zi, CHEN Zheng Sheng, CHEN Zheng Yan, CHEN Ya Shan and CHEN Bo Ling in
Heroic Hour, representing 78.00% of the issued share capital of Heroic Hour, were
also attributable to CHEN Qiyuan.

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

Directors’ and chief executive’s interests and short
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CHEN Qiyuan (Note 1) Fortune Station Beneficial owner Long 20,000 50.43%
BREUR (BaE1) ExEBA 59}
Interest of children under Long 15,330 38.66%
the age of 18 59}
IR A £
Other Long 4,327 10.91%
Bl S
CHEN Zheng He (Note 2) Fortune Station Interest in controlled corporation  Long 19,657 49.57%
B E 8 (KfTaE2) s EEEw 59)
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Notes:

1. CHEN Qiyuan was the beneficial owner of approximately 50.43% of the issued share
capital of 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 2021, 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 2021, 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:

GER

1. B %R & Fortune Station 2 8 17 i 78 #) 4950.43%

BERSEA A - BBRB18E B A T M NG F & B
T %5 15 A #978.00% Heroic Hour B 3 17 % AN 7R 4% 18
% 53 B X BR RUR ° Heroic Hour 1 A Fortune Station
AT AR 4949.57% °

i

o

2. BREREBEAIEARBREASNUBHKESR
Heroic Hourz 2 & 2 % 47 i 78 1 # 18 & 7 Heroic
Hour 7E Fortune Station # 4 25 7 % A £ 25 ©

BrEiERBEMABZIIN R —F
ANA=ZTH BMEAMARRNERNES
FESITHRABM  EREARAE
EYERERTBRAE #HEEHEAER
NElREMRBEB (RES BB KRGS
XVE R R ZE) IR - RGO NEEE
Fo@QBRBEEFERBPERAEXVEET R
FENEMB T AME RN T R RZATH
BabkAB(BEEEEALMRFES LS
B0 ZEHRXHE MR EREB#E
mRARE) OB EBEBHFLBEKE
B IEMERAELRNBHFENELMA
FCOBRBEZETAREANSEARE K

i S FT o

RARABEERRNVERNAE

<

BAQRRMEMNESSESITRABRA
RZE_—FXA=ZF+H BRERGERF
BEEARETERABIN RGBS
FHAREZES RBEKDE3361KE T
BELEREFENECLMAMERS AR
m

Approximate

percentage of

issued share

Number of capital of the

ordinary shares Company

of the Company RAFE

held B{TRAFZ

BERNALTA KRB

Name of shareholder J 32 %%  Nature of interestf£ 2 4+ & EBERRAHKE (M E)
Fortune Station Beneficial owner 1,900,840,000 (L) 60.12%

ExlEAA

t
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.
Approximate
percentage of
issued share
Number of capital of the
ordinary shares Company
of the Company RARE
held #{TRAFZ
BEENAT EBmBEI
Name of shareholder )R 3 £%  Nature ofinterestfE & 4 & ZERKRAEE (HE)
Heroic Hour Interest in controlled corporation (Note 1) 942,199,659 (L) 29.80%
PR % B A (B EE1)
WAN Yuhua (Note 2) Interest of children under the age of 18 734,797,818 (L) 23.25%
B EE (M2) RMIBEE F R 2w
CHEN Cynthia Yuping (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
PR £ 3T (T 5E3) a discretionary trust)
X @m A GERIEE)
Other 1,778,373,697 56.25%
% H At
CHEN Li Zi (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
CHEN Li Zi (Fff 5£3) a discretionary trust)
X @ A GERIEE)
Other 1,778,373,697 56.25%
H 1t
CHEN Zheng Sheng (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
CHEN Zheng Sheng (Fff 5£3) a discretionary trust)
EHE A GERBET)
Other 1,778,373,697 56.25%
H A
CHEN Zheng Yan (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
PR IE 52 (M9 5E3) a discretionary trust)
X a A GERIBER)
Other 1,778,373,697 56.25%
Hth
CHEN Ya Shan (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
bR 7= (BT 5ES) a discretionary trust)
X @ A GERIEE)
Other 1,778,373,697 56.25%

Hit
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Approximate
percentage of
issued share
Number of capital of the
ordinary shares Company
of the Company RARE
held #{TRAFZ
BEHAA EBEADL
Name of shareholder )R R Z#  Nature of interestf£ 25 4 & ZERKRAEE (#20)
CHEN Bo Ling (Note 3) Beneficiary of a trust (other than 122,466,303 3.87%
CHEN Bo Ling (Hff 5£3) a discretionary trust)
St m A GERBIEFE)
Other 1,778,373,697 56.25%
Hith
(L)—Long Position
L—FE
Notes: B A -
1. Heroic Hour was the beneficial owner of approximately 49.57% of the issued share 1. 7& #& Heroic Hour & Fortune Station 2 % 17 J% 48 89 #)

capital of Fortune Station and was deemed to be interested in the shares of the
Company held by Fortune Station.

2. 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 2021, the Company
has not been notified by any person (other than a Director or chief
executive of the Company) who had interests or short positions in the
shares or underlying shares of the Company as recorded in the
register required to be kept pursuant to Section 336 of the SFO.

49.57% B 25 B A » Heroic Hour # 1% 7 72 Fortune
Station# A 8 R AR D R HEE %= -

2. BB EEISARNU TN T BIREST
CHEN Li Zi * CHEN Zheng Sheng * [RIE 2 © BR A&
% CHEN Bo Ling FT & z ¥ /& #)78.00% Heroic Hour
BEBETRANEEABBENEEE -

3. f& &% #F + CHEN Li Zi - CHEN Zheng Sheng * [ 1E 32 *
&R % 2 #1 CHEN Bo Ling 4 Heroic Hour 89 & %5 # &
BRMEBAZTATIHREU ERRZAMS
REFER ©

R-ZZE-_—FXA=1+8 B LEXHAE
BALZI ARBRIABEIBOETM
AT(BREARBEETIERITHRABN)
RBEHXEERODPEBEREZS K
EIXPI B3I B EBAELNERENE
R ERSOAE -

t
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Share Option Scheme

The Company currently has in place a 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.

The current scheme was adopted on 29 May 2020 (the “2020 Share
Option Scheme”), which replaced the previous share option scheme
that expired on 19 May 2019. Unless otherwise cancelled or
amended, the 2020 Share Option Scheme would remain in force for
10 years from the date of it becoming unconditional. All conditions for
the adoption of the 2020 Share Option Scheme have been fulfilled on
2 June 2020.

The eligible participants of the 2020 Share Option Scheme may
include, among others, directors, employees, consultants,
professionals, customers, suppliers, agents, business or joint venture
partners, advisors and contractors of the Group or a company in
which the Group holds an interest or a subsidiary of such company.

The maximum number of Shares which may be issued upon the
exercise of all outstanding options granted and yet to be exercised
under the 2020 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 2020 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.

The total number of shares in respect of which options may be
granted under the 2020 Share Option Scheme shall be 316,244,072
shares, representing 10.0% of the issued share capital of the
Company as at the date of this interim report.
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Share options granted to a connected person (or its associates) of
the Company, or to any of their associates, are subject to approval in
advance by the independent non-executive Directors. In addition, any
share options granted to a substantial shareholder or an independent
non-executive Director of the Company, or to any of their associates,
in excess of 0.1% of the shares of the Company in issue at any time
and with an aggregate value (based on the price of the Company’s
shares at the date of grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval in advance at
a general meeting.

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

There is no general requirement on the minimum period for which an
option must be held or the performance targets which must be
achieved before an option can be exercised under the terms of the
2020 Share Option Scheme.

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

An offer of a grant of share options shall be deemed to have been
accepted and a share option to which the offer relates shall be
deemed to have been granted and accepted and to have taken effect
when the Company, within 21 days from the date on which a share
option is offered to an eligible participant, receives the duly signed
offer letter from the grantee together with the number of shares in
respect of which the offer is accepted clearly stated therein and a
non-refundable payment of HK$1.00 (or such other sum in any
currency as the Board may determine) in favour of the Company as
consideration for the grant of share option thereof.

For the six months ended 30 June 2021, no share option was
outstanding under the 2020 Share Option Scheme, and there was no
share option granted, exercised, cancelled or lapsed under the 2020
Share Option Scheme during the six months ended 30 June 2021.
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Purchase, Sale or Redemption of the Company’s
Listed Securities

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

The Corporate Governance Code

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 (the “CG
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 2021.

Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (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.

Update on Directors’ Information

Dr. NGAI Wai Fung, an independent non-executive Director, retired
as an independent non-executive Director of BBMG Corporation (Stock
Code: 2009.HK) in May 2021.
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Audit and Risk Management Committee

The Audit and Risk Management Committee has adopted terms of
reference which are in line with the CG Code. The Audit and Risk
Management Committee has reviewed the unaudited interim results
of the Group for the six months ended 30 June 2021 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 2021.

By Order of the Board
CHEN Qiyuan
Chairman

Hong Kong, 31 August 2021
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For the six months ended 30 June 2021 #HE—ZT=—FXA=1+H1/EA

Six months ended 30 June
BEAA=1TRHLEAEAR

2021 2020
—E-—F C—T-FTE
Notes RMB’000 RMB’000
B 3E ARBTRTE AR®FT
(Unaudited) (Unaudited)
(REER) (REeEZ)
Revenue - 3 115,631 123,923
Cost of sales RN (75,695) (79,150)
Gross profit EH 39,936 44,773
Other income H g A 996 1,130
Selling and distribution costs HE R IHAX (42,023) (37,220)
Administrative expenses THEA (14,061) (13,144)
Reversal of impairment losses/(impairment B RKGKEZ
losses) recognised in respect of trade R (B 18 2K [o] B/
receivables (BR)®ER 1,054 (107)
Other expenses HEMEA (3) ()
Operating loss KREBE (14,101) (4,573)
Finance costs B & AR 4 (237) (722)
Loss before taxation BAIEIE 5 (14,338) (5,299
Taxation 18 6 — —
Loss for the period attributable to owners XA FEEAEHEEZ
of the Company MREE (14,338) (5,295)
Loss per share BRER 8
Basic (RMB cents) ER(AREB) (0.45) ©.17)
Diluted (RMB cents) g (AR (0.45) ©.17)
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Six months ended 30 June
BEAA=1TRHLEAEAR

t
]

2021 2020
—E2E-—F "—ZT-FTF
RMB’000 RMB’000
ARET T AR®T T
(Unaudited) (Unaudited)
(REER) (R &%)
Loss for the period attributable to owners of A AT EEAEEE Z
the Company HRANEE (14,338) (5,295)
Other comprehensive expense HBRz2EmZH
ltem that will not be reclassified subsequently to 7~ & # & #1 5 ¥ A 182 Y
profit or loss: HE:
Exchange differences arising on translation of WINEEERERE LR
financial statements from functional currency to {7 ¥ HY[E X, = 58
presentation currency (775) (799)

Total comprehensive expense for the period XA TEE AEEER
attributable to owners of the Company EEXHAE (15,113) (6,094)

11
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Asat30 June 2021 R-—ZE-—FXA=+H

-

30 June 2021 31 December 2020
—E-—fF —EEF
ANA=+H +=-—A=+—8H
Notes RMB’000 RMB’000
ez AR®Tx AREET T
(Unaudited) (Audited)
(REER) (e FEZ)
Non-current assets kRBEE
Property, plant and equipment ME - WENMEE 9 69,156 78,699
Right-of-use assets FREEE 5,103 10,853
74,259 89,552
Current assets REBEE
Inventories FE 30,345 27,307
Right to returned goods asset RETFE 2 #H 1,080 920
Trade and other receivables B 5 NEmEIEER 10 20,241 24,203
Amount due from a related party FE UK BE B4 5 7R 18 16 242 242
Bank balances and cash RITEBHREES 11 101,396 122,342
153,304 175,014
Current liabilities il =R
Trade and other payables B REMBEMRERR 12 69,550 81,137
Amounts due to related parties FE T BBt 5 FhIE 16 72 74
Contract liabilities AHEE 11,005 15,360
Refund liabilities BEBE 1,522 1,450
Lease liabilities HEEE 5,145 11,156
Provision sHiREH 338 338
87,632 109,515
Net current assets REBEEFE 65,672 65,499
Total assets less current liabilities BWEERRBEE 139,931 155,051
Non-current liability EARBEE
Lease liabilities HEAE 318 325
Net assets BEE 139,613 154,726
Capital and reserves IR A R & ¥
Share capital % 2 13(q) 277,932 277,932
Reserves B 13(b) (138,319) (123,206)
Total equity S 139,613 154,726

—
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Condensed Consolidated Statement of Changes in Equity

GRS R R

For the six months ended 30 June 2021 #HE—ZT-—FXA=1+HIEA

10
0
Attributable to owners of the Company
EINGIE 2PN
Share Share Statutory Merger Translation Other Accumulated
capital premium reserves reserve reserve reserve losses Total equity
BEA RAEE EERE  AHRE  ERREGE  HURE 2 ER ERAE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTR ARMTR AR¥TT ARBTR AR®TR AR®BTR AR%T:R
(note 13(a)) (note 13(b)) (note 13(b)) (note 13(b)) (note 13(b)) (note 13(b))
(K aE13(@) (MiaE13(b)) (RiEE13()) (RIE13(0) (BYEE13(b) (M¥&E13(b))
At 1 January 2021 (audited) R-E--%—f—H
(BERZ) 277932 1,401,815 49,887 8,468 (33,104) 9,421 (1,559,693) 154,726
Loss for the period HAEE - - - - = = (14,338) (14,338)
Other comprehensive expense BRAEMEZEKE
for the period
Exchange differences arising AU BREL D EEE
on translation of financial statements 25| E ¥ M E K E 4
from functional currency to MELEER
presentation currency - - - - (775) - - (775)
Total comprehensive expense HR2ESTHASE
for the period - - - - (775) - (14,338) (15,113)
At 30 June 2021 (unaudited) RZZ=Z-§XA=+H
(REERZ) 277,932 1,401,815 49,887 8,468 (33,879) 9421  (1,574,031) 139,613
Attributable to owners of the Company E
KDAGEEAEL
PRC
Share Share statutory Merger  Translation Other  Accumulated
capital premium reserves reserve reserve reserve losses  Total equity
BA RAEE ETRE AHEE  BEREE  HORE ZitER  ERER
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
ARBTLT ARBTR ARETT ARBTT ARBTT ARETRT ARETT AR®TR
(note 13(a)) ~ (note 13(b))  (note 13(b))  (note 13(b))  (note 13(b))  (note 13(b))
(W3E13()  (BIEE18(0)  (MEE130)  (HEE13(0)  (FiEE13())  (FIZE1(b))
At 1 January 2020 (audited) R=ZZ=-Z5—-f—H
(B&E%) 277,932 1,401,815 49,887 8,468 (33,208) 9,421 (1,555,655) 158,660
Loss for the period HAEE - - - - - - (5,295) (5,295)
Other comprehensive expense HAE 2 E R
for the period
Exchange differences arising on BNEBR G ERZE
translation of foreign operations - — — - (799) — — (799)
Total comprehensive expense HR2ASTHESE
for the period - - - - (799) - (5,295) (6,094)
At 30 June 2020 (unaudited) RZZ-TEXA=+H
(REER) 277,932 1,401,815 49,887 8,468 (34,007) 9,421 (1,560,950) 152,566
+
™




32

BaWang International (Group) Holding Limited %5 £ B[R (£ &) ZE K A R 2 7

Condensed Consolidated Statement of Cash Flows

FAGERSRER

For the six months ended 30 June 2021 #HE—ZT=—FXA=1+H1/EA

-

Six months ended 30 June

BEANA=1THIEAER

2021 2020
—EBE-—F _T_ZTF
RMB’000 RMB’000
AR®BTRE AR®T
(Unaudited) (Unaudited)
(REEER) (REeEZ)
OPERATING ACTIVITIES RETED
Loss before taxation AT 18 (14,338) (5,295)
Adjustments for: HTIEL FHE
Bank interest income |ITH B U A (637) (606)
Depreciation of property, plant and E - RENMREITE
equipment 9,881 9,420
Depreciation of right-of-use assets FEREESETE 5,750 3,610
Finance costs =N 237 722
Allowance for inventories FEREERE 16 39
(Reversal of impairment losses)/impairment B 5 WK 2R E (B #)/
losses recognised in respect of BRER
trade receivables (1,054) 107
Loss on disposal of property, plant BEWE BEILIEBX
and equipment 3 5
Obsolete inventories written off 1 BRI & R EE 31 —
Operating cash flows before working capital LEEGHHR 2 KE
changes BeRE (111) 8,002
(Increase)/decrease in inventories FE (g ) /w2 (3,085) 4,016
(Increase)/decrease in right to returned RS E () / /L
goods asset (160) 508
Decrease in trade and other receivables B 5 N H i e Y gk 1E R 4,212 7,127
Decrease in amounts due from related parties  F& Ui 78 i& J5 sx 78 R > - 1,150
(Decrease)/increase in amounts due to JE 11 R Bk 75 SR IE ORL 4> ) /38 N
related parties (2 18
(Decrease)/increase in trade and B 5 & H M eI
other payables OB A /738 hn (11,587) 1,531
Decrease in contract liabilities aRAaER (4,355) (2,057)
Increase/(decrease) in refund liabilities EEaEEMN CHL) 72 (1,170)
NET CASH (USED IN)/FROM OPERATING K& FZ&8 (FTA)/EEWN
ACTIVITIES Re&FE (15,016) 19,125

—
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Six months ended 30 June

BEANA=1THIEAER

2021 2020
—E2E-—F "—ZT-FTF
RMB’000 RMB’000
AR®T AR T T
(Unaudited) (Unaudited)
(R FEZ) (REeEZ)
INVESTING ACTIVITIES REEE
Purchase of property, plant and equipment BEYE MENMKE (351) (607)
Placement of deposit with bank |ITHFER - (10,000)
Bank interest received B UER1T R B 637 606
Proceeds from disposal of property, plant BEEWH BWERZHEN
and equipment Fri§ 3 E 2 75
Repayment from related parties B EE 75 (8 3UE — 100
NET CASH FROM/(USED IN) INVESTING REZBEE/(FFABN
ACTIVITIES BHEFEE 288 (9,826)
FINANCING ACTIVITIES BEEE
Payment of lease liabilities BNEERRE (6,018) (3,398)
Repayment of bank borrowing BEERITENK — (11,980)
Interest paid =ENEES (237) (722)
New bank borrowing raised FTIGIRTT fﬁ = - 2,330
NET CASH USED IN FINANCING METEFANESFE
ACTIVITIES (6,255) (13,770)
NET DECREASE IN CASH AND HeRBESEEYFERIE
CASH EQUIVALENTS (20,983) (4,471)
CASH AND CASH EQUIVALENTS AT RENZRERESEEY
BEGINNING OF THE PERIOD 122,342 102,195
EFFECT OF FOREIGN EXCHANGE RATE Exggss
CHANGES 37 (818)
CASH AND CASH EQUIVALENTSATEND REIZRHERBRESZEY -
OF THE PERIOD, representing bank EERITERTERRS
balances and cash 101,396 96,906

-

11
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For the six months ended 30 June 2021 #HE—ZT=—FXA=1+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 is 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; and (2) 50.43% by
Mr. CHEN Qiyuan, the chairman of the board of directors of the
Company (the “Directors”).

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.

ltems included in the financial statements of each of the Group’s
entities are measured using the currency of the primary
economic environment in which the entity operates (the
“functional currency”). The condensed consolidated financial
statements are presented in Renminbi (“RMB”), which is the
functional currency of the principal subsidiaries of the Group
where the primary economic environment is in the PRC. Other
than the subsidiaries established in the PRC which functional
currencies are RMB, the functional currency of the Company
and other subsidiaries is Hong Kong dollars (‘HK$”). All values
are rounded to the nearest thousand (“RMB’000”) unless
otherwise stated.

The condensed consolidated financial statements of the Group
for the six months ended 30 June 2021 have been prepared in
accordance with International Accounting Standard (“IAS”) 34
“Interim Financial Reporting” issued by the International
Accounting Standards Board (“IASB”) and the applicable
disclosure provisions of Appendix 16 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

A%

FIBER(EE)ERERAB (AR
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SHERARTHBXA]) Eme-H
BERNRARATRABRELES (X
BE &S|t it 8 Fortune Station
Limited ©+ H & 1 ¥ % A (1)Heroic
Hour Limited # 5 49.57% * #% A & #Y
2200%RERARFIZEFAITE
FHTEEREBLAEAERE
ek T 278.00% B APRIERS St E 2
ANUBHREERFE RQARAH
EXx((EBN)SEFFERMREER
H50.43% o

RARMEEKBRRATHRER
(FEEDEZRELEERHEERE
K AB N IR EE fn 275 -

AEEE—EERNMB BRI
HEAEAZEEMEN T 2K
RENEE(HeEE®]) Kt E-
BRAGEMBREUARBTAR
MDERT ARBEAEETIZ T
NREEFEMNEELERRE TN
REER BRETBEEARIDAA
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Principal Accounting Policies

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

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2020 except as
described below.

In the current interim period, the Group has applied, for the first
time, the following amendments to International Financial
Reporting Standards (“IFRSs”), which include IFRSs,
International Accounting Standards, amendments and
interpretations issued by the IASB and the IFRS Interpretations
Committee of the IASB.

Amendments to IFRS 9, Interest Rate Benchmark Reform
IAS 39, IFRS 7, IFRS 4 — Phase 2
and IFRS 16

The application of the amendments to IFRSs in the current
interim period has had no material impact on the Group’s
financial performance and position for the current and prior
periods and/or on the disclosures set out in these condensed
consolidated financial statements.

Reference is also made to the interim results announcement of
the Company dated 31 August 2021, the Group has not applied
any new standard or interpretation that is not yet effective for
the current interim period, and “Amendment to IFRS 16
“COVID-19 Related Rent Concessions” has not been applied.

TEETTEHE

BRSSPV HERERDIRE LKA E

BRE -

BT XA A RERATE
AREBERFTEREZEANER
mEE_ZE_ZEF+_-_A=+—H
I FEHREVBREAMKEE -

RATRHERE AEEERXEAT
51 B B B 75 g o 2 R ([ B R B 3% 3R
SEUDETA EEREFR e
ElEEg hERSFEIEES
MBERFEREENREZES %
MBI B REER - BRER
EA BRI KRR -

BERMHRE A REENRE —
R FE IR - £ Hj

B PR & 5T 2 Al
F 3958 - BEER
B 7% R 45 2E B
FT7 - BB
G ERFE4
5% & BB B 7%
WEERIFE16
SRZABET AR

EAHEERBERMEREER 2
& &7 78 % 7K £ B 70 78 B N A B HA
B B 75 3R IR R AR B/ sk B PR R A B
BHRRETAHBEBELEEATE -

BN RARXRRAER/S T - —
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RE-CAFEYEEAEARAP
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For the six months ended 30 June 2021 HEZZT—_—FA=1+HIEA

3. Revenue and Segment Information 3. EEHEKkIHBEHR
Revenue represents revenue arising on sales of goods, net of CEHETHEEHEYME I
discounts and sales related taxes. An analysis of the Group’s EHBERSEOHEEKRA - NE
revenue for the period is as follows. EHMBADITIRIT

Six months ended 30 June
BEZEA~A=+HLA<HEA

2021 2020
—E-—fF —EEE
RMB’000 RMB’000

AR® T ARETTT
(Unaudited) (Unaudited)
(REEX) (REEER)

Revenue from contracts with customers Bl B B} 7 3R 45 % B & 155

within the scope of IFRS 15 EERNNRBEEFN
CE L ON
Disaggregated by major products REXrEEmoH
Manufacturing and sales of the household K EE K & A 2 A @ H)
% and personal care products EEMIFE
Hair-care products EEEm 101,690 109,327
Skin-care products & B E o 115 1,741
Other household and personal care HEMRA &G AZERE®R
products 13,826 12,855
115,631 123,923
Disaggregation of revenue from contracts with BRERMNESH K ADEIZERN
customers by timing of recognition o R
Six months ended 30 June
BEANA=tHLXEA
2021 2020
—E2E-—fF —T-TF
RMB’000 RMB’000
ARBTRT ARETT
(Unaudited) (Unaudited)
(REEX) (R &EZ)
Timing of revenue recognition N

At a point in time F—RE 115,631 123,923
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3. Revenue and Segment Information (continued)

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 types of goods delivered. The CODM
have chosen to organise the Group around differences in
products. The segments are managed separately as each
operating segment offers different products which require
different production information to formulate different strategies.

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

e Hair-care products
e Skin-care products
e (Other household and personal care products

Operating segments including manufacture and sale of other
household and personal care products have been aggregated
into a single reporting segment after taking into account that
none of which are of a sufficient size to be reported separately.

The CODM is provided with segment information concerning
segment revenue and result. No analysis of segment assets or
segment liabilities is presented as they are not regularly
provided to the CODM.
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3. Revenue and Segment Information continues) 3. & XA N D ZBE K @)
Segment revenue and results STHEETRER
The following is an analysis of the Group’s revenue and results UNTRAEBZAMEMARELS
by reportable and operating segments. DT ©
For the six months ended 30 June 2021 BE-ZE-—-—HxXA=+8LK
& A
Other

household and
Hair-care  Skin-care personal care

products products products Total
HiRAR

BEER BEERm GBAREER &t

RMB’000 RMB’000 RMB’000 RMB’000

ARBTRT AR®TR ARBT T AR®TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(REER) (REFER) (REER) (REFER)

% Revenue from external K BINSBEF 2
customers - 101,690 115 13,826 115,631
Segment (loss)/profit D ES(EE) /BT (9,461) 27 (4,208) (13,642)
Bank interest income RITHF B UL A 637
Other income =N 359
Corporate and other ~al kEAM
unallocated expenses kDAL E A (1,692)

Loss before taxation AT E R (14,338)
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3. Revenue and Segment Information (continued)

Segment revenue and results (Continued)

For the six months ended 30 June 2020

3. EXHEKOLITER @)

DEHEXTRERE)
HE_Z-_FF SA=Z+H LN
1@ A

Other

household and

Hair-care Skin-care personal care
products products products Total
Hit xR AR
#EER #EEm BAZBEEMR CE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTIT ARBTT ARBTIT ARBTT
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited)
(AEERZ) (REER) (AEERZ) (REER)
Revenue from external K 4N SR P 2
customers R 109,327 1,741 12,855 123,923
Segment loss 7 EB & (553) (851) (3,057) (4,461)
Bank interest income |ITH B WA 606
Other income H Ao e A 524
Corporate and other UNEIDSER
unallocated expenses &% it B A (1,921)
Finance costs A& B A (43)
Loss before taxation HATEE (5,299)
Segment results represent the loss from each segment without DEEBIRES DTG 2B
allocation of bank interest income, gain on sales of scrap BERTESEETANERKA-EF

materials, government grants, net foreign exchange losses,
central administrative costs, directors’ emoluments and interest
on bank borrowing. This is the measure reported to the CODM
for the purposes of resource allocation and performance
assessment.

BERH W Es - BRATRIBY - FER B
RAREERA  EFFHMAKRT
ERMB - RERDERKE
AAEMAARRBZHITESRE 2
AETH -
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4. Finance Costs

BE R A

Six months ended 30 June
BEZEXA=+HLA<EA

2021 2020
—E2E-—F —Z-TF
RMB’000 RMB’000
AR T AR®B T T
(Unaudited) (Unaudited)
(R EX) (REg&EZ)

Interest on: F B -
— bank borrowing —RITER — 43
— lease liabilities —HEBE 237 679
237 722
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t
]

Loss Before Taxation 5. HAIEE
Loss before taxation has been arrived at after charging/ MK/ (ER) Bt E R EE
(crediting):

Six months ended 30 June
BEZA<A=1+HLA<EA

2021 2020
—E-—fF —E-FHF
RMB’000 RMB’000

AR T AR®BTT
(Unaudited) (Unaudited)
(REEX) (REEER)

Bank interest income AT B WA (637) (606)
Depreciation of property, plant and ME - BERRERTE

equipment 9,881 9,420
Depreciation of right-of-use assets FREEENE 5,750 3,610
Loss on disposal of property, plant REME BWEREZENEX

and equipment 3 5
Redundancy costs REEHRE = 293
Net foreign exchange losses =P S 5%’* ] 13 —
Allowance for inventories (included in cost of 77 & ¥ (& {5 ( BERFE

inventories recognised as an expense) AP HERAE—BER) 16 39
Obsolete inventories written-off FE®REZ ?Fh& iﬁ (’P} ¥& E

(included in cost of inventories FE KA iR

recognised as an expense) &H) 31 —

11
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-

6. Taxation

U)

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 is 25% from 1 January
2008 onwards.

From 1 January 2019 to 31 December 2021, under
relevant PRC Enterprise Income Tax Law, for PRC
enterprises that qualifies for small enterprises, annual
taxable income below RMB3.0 million and thin-profit
enterprises with an annual taxable income of RMB1.0
million or less are applicable to the effective tax rate of 5%.
Certain PRC subsidiaries of the Group were qualified for
the six months ended 30 June 2021 and 2020.

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 since 2009. However,
Bawang Guangzhou did not have any assessable profits
subject to Enterprise Income Tax for the six months ended
30 June 2021 and 2020.

6. FIH

M
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6. Taxation (Continued)

(i)~ No provision for Hong Kong Profits Tax has been provided
for the six months ended 30 June 2021 and 2020 as the
Group did not have any assessable profits subject to
Hong Kong Profits Tax for these periods.

(i)  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 six
months ended 30 June 2021 and 2020.

7. Dividends

No dividend was paid or proposed for the six months ended 30
June 2021 (six months ended 30 June 2020: nil), nor has any
dividend been proposed since the end of the reporting period
(2020: nil).

6. FIE @)

(i)

(i)

HE_S -Gk _ZT-_FF
NA=ZTtTHIERNEAAR KAEH
WRBTMBEHRNEBSER
ZIERBE A - BT LAY E AT IR
BEEEM -

BEREHERRBERES
BB RIER  AEEEES
BEZE-_—FR-_FT_FF
NAZTHLERNEAZKAS
HEREBEZBESNEM
T8 ©

7. BRE

#

2T - —FXA=ZTHINE
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Loss Per Share

The calculation of the basic and diluted loss per share
attributable to the owners of the Company is based on the loss
for the period of approximately RMB14,338,000 (six months
ended 30 June 2020: approximately RMB5,295,000) and the
weighted average number of approximately 3,162,441,000 (six
months ended 30 June 2020: approximately 3,162,441,000)
ordinary shares in issue during the period.

Diluted loss per share was the same as the basic loss per share
as there were no potential dilutive ordinary shares outstanding
during the six months ended 30 June 2021 and 2020.

Movements in Property, Plant and
Equipment

During the six months ended 30 June 2021, the Group acquired
property, plant and equipment with a cost of approximately
RMB351,000 (six months ended 30 June 2020: approximately
RMB607,000).

Property, plant and equipment with an aggregate carrying
amounts of approximately RMB5,000 was disposed of by the
Group during the six months ended 30 June 2021 (six months
ended 30 June 2020: RMB80,000), resulting in a net loss on
disposal of approximately RMB3,000 (six months ended 30
June 2020: RMB5,000).

BREE

ARARBEAEAREZERELRAR
BEFBERBEBHABEOAR
#14,8338000 (B ZE 2 & F
ANAZFTBLEREARA: HARK
5,295,00070) & HA A B 8 17 & B iR
hn4E F 15 $03,162,441,0000% ( & &
—E-TEXNA=+THIEAMEA:
3,162,441,000 %) 51 & -

AT aEBaE#s BT - —
FER-ZFTE-_FTFXNA=ZTHILR
AANSREEFBERSRER
18 -
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10. Trade and Other Receivables 10. ES R HME W RIE

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
approximates the respective revenue recognition dates:

BREAEE S NEMERKENE
A (I B & 5 e Wk IR R B £ B
&) UWREEIE A WARER AN
MBEZARZ2IATRED

22,110 E

30 June 31 December
2021 2020
- T -TF
ANE=+H +ZA=+—H
RMB’000 RMB’000
AR¥T T ARBT T
(Unaudited) (Audited)
(REER) (K& %)
Less than 3 months DLR3E A 14,449 21,858
More than 3 months but less than Z 318 A 18 LR 61E A
6 months 2,621 252
Total debtors, net of allowance for B Nk EWREZR
impairment of trade receivables BEEHEENFE 17,070
Prepayment for purchase of JR AL R B TR S 3R
raw materials 1,519 680
Other prepayments H A TE R 818 655
Non-income tax receivables JEFT1E T4 e Yo k18 371 278
Other receivables H th & R 463 480
20,241 24,203

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

its trade customers.

FAEERTHESEFOTHES
B AB30HE90H -
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As at 30 June 2021, cash at bank carries interest at floating
rates based on daily bank deposits rates of 0.001% to 0.60% (31
December 2020: 0.001% to 0.60%) per annum.

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

11. Bank Balances and Cash 11.

12. Trade and Other Payables 12.

RITEERBE S

R-_E-_—FXXA=+8 #HRE
RITHEESBZFHFNEFNEENS
B iR 17 17 3 & % & 0.001% £ 0.60%
(RZZEE=ZZEF+_R=+—8":
0.001% Z0.60%) °

B 5 KkEMENKE
BIEER S R H A B A

A BERESHERSHEE B Y
ZHATBRER DT -

30 June 31 December

2021 2020

—E-—F —ET_THF

AA=+H +=ZA=+—H

RMB’000 RMB’000

AR®ET T AR® T T

% (Unaudited) (Audited)

(REER) (K& &%)

Within 1 month or on demand 118 B Ak BN 16,370 26,839

After 1 month but within 3 months 18 B &3 ARt 11,497 8,269

Total creditors & Ui BR FR 4R 5B 27,867 35,108
Payable for acquisition of property, FERT Y3 - R/ T &% 18 5K IR

plant and equipment 1,936 1,933

Promotion fee payables ERHEEE 6,818 8,681

Accrued payroll et AN F S 2,164 2,833

Non-income tax payables JEFT 1S FE 1~ FOE 1,386 1,681

Other payables and accruals HE MR R ERER 29,379 30,901

69,550 81,137
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T
I

13. AN /1R

13. Share Capital and Reserves

(a) Share capital (a) B&=F
Number of
shares Amount
B E B RESHE
000 RMB’000
T+ AREF T
Ordinary shares of HK$0.1 each FE L0102 E B
Authorised: ERER:
At 1 January 2020 (audited), RZE_FTF—H—H
31 December 2020 (audited), (RER) —ET_ZF
1 January 2021 (audited) and F+TZA=+—H(KER
30 June 2021 (unaudited) %) ZFEZ—F—H
—B&ER) R
—FRNA=Z+THCGRE
F1Z) 10,000,000 880,500
Issued and fully paid: BRETEZHZA - E
At 1 January 2020 (audited), R-ZE-_ZTF—H—H
31 December 2020 (audited), (BEZ) —_E_FF
1 January 2021 (audited) and +-A=+—HB(&E
30 June 2021 (unaudited) %) —_E_—%—H
—BER)R_TZ
—FRNAZTHGRE
=1%) 3,162,441 277,932
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13. Share Capital and Reserves (Continued)

(b) Nature and purpose of reserves

0]

(ii)

Share premium

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

Statutory reserves

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, 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 shareholders.

13. BA K 71 )
(b) EBHERASE

U

(ii)

B & @R
ARRRBEA G ENERX
FMEBSERERER)
FiRE BRIFEERREK
Ml EWE K A7
BRRNEEREXBT I
HOER  SAAQAAR
ARG (ERBRR DK
BB o

& TE i 0
AERMEIREBRBETE
R R AR D) A B 7K S [ 1)
TENEARBEERERMND
NEERRIL - EREE
BEEBIEMNEFS
HEE -

FITEMNEBT(RE)RK
BB R A A Ty A B A AL
MINEBERE  HAR
BB R A &R
88 H R M & D 10% /) F
BA(BEATEENS
BRI)ZE—RAEATCHB
EXREEHREINFEA
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13. Share Capital and Reserves (Continued)

(b) Nature and purpose of reserves (Continued)

(ii)

(iii)

(iv)

(v)

Statutory reserves (Continued)

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

Merger reserve

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

Translation reserve

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

13. RN K 716 &)
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(ii) &7 o 0 (48)
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14. Equity Settled Share-Based Transactions

2020 share option scheme

Pursuant to an ordinary resolution of the shareholders of the
Company at the annual general meeting of the Company on 29
May 2020, the Company adopted a 2020 share option scheme
(the “2020 Share Option Scheme”) to attract and retain the best
available personnel to provide additional incentive to (i) any
director, employee, consultant, professional, customer, supplier,
agent, business or joint venture partner or adviser of or
contractor to the Group or a company in which the Group holds
an interest or a subsidiary of such company (the “Affiliate”); or (ii)
the trustee of any trust the beneficiary of which or any
discretionary trust the discretionary objects of which include any
director, employee, consultant, professional, customer, supplier,
agent, business or joint venture partner or adviser of or
contractor to the Group or an Affiliate; or (i) a company
beneficially owned by any director, employee, consultant,
professional, customer, supplier, agent, business or joint
venture partner, adviser of or contractor to the Group or an
Affiliate.

The total number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10% of
the shares of the Company in issue at any point in time, without
prior approval from the Company’s shareholders. The number
of shares issued and to be issued in respect of which options
granted and may be granted and may be granted to any
individual in any one year is not permitted to exceed 1% of the
shares of the Company in issue at any point in time, without
prior approval from the Company’s shareholders. Option
granted to substantial shareholders or independent non-
executive directors or any of their respective associates (including
a discretionary trust whose discretionary objects includes a
substantial shareholders, independent non-executive directors,
or any of their respective associates) in any 12-month period in
excess of 0.1% of the Company’s share capital or with a value
in excess of HK$5 million must be approved in advance by the
Company’s shareholders.

No share options were granted under the 2020 Share Option
Scheme since the adoption. As at 30 June 2021 and 31
December 2020, there were no outstanding options granted
under the 2020 Share Option Scheme.
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15. 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 condensed consolidated financial information does
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 2020.

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

Fair value measurements of financial
instruments

The Group’s financial instruments, including the loans and
receivables (including trade and other receivables,
amounts due from a related party and bank balances and
cash) and financial liabilities (including trade and other
payables and amounts due to related parties), are
recorded at amortised cost. The Directors consider that
the carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the condensed
consolidated financial statements at 30 June 2021
approximate their fair values due to short maturities.

15

(a)

(b)
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16. Related Party Transactions

(a) Related party balances

16. B A X 5
(a) BABR S8R

Save as disclosed elsewhere in the condensed R BEmRESERZEIN

consolidated financial statements, the following balances

were outstanding at the end of the reporting period: PO

RERBREKRENZ R

Amounts due from/(to)
related parties

FEW/ (1) BE B 5 T 1B
30 June 31 December
2021 2020
—E=-—F —_T_FTHF
AA=+H +=ZA=+—H
RMB’000 RMB’000
AR T AR®T T
(Unaudited) (Audited)
(REER) (&%)
Non-trade related FE S HEA
Guangzhou Bawang Cosmetics Co., E/M & Fb BB R
Ltd. (“Guangzhou Bawang’) NEl((BMNEEL
(notes i and ii) (B 5 iFMii) 242 242
242 242
Trade related EZHH
Guangzhou Chenming Paper BMTREBERER
Products Company Limited ~R(TEMEH])
(“Guangzhou Chenming”) (B &iii)
(notes iii) - @)
Guangzhou Qiancai Packaging BEMNTERBEME
Materials Co., Ltd. (‘Guangzhou BRAB(TEMBERXR]D
Qiancai’) (notes iii and iv) (Pft 5E T ADiv) (72) (72)
(72) (74)




Interim Report

2021 —E=-—FHHRE

Notes to the Condensed Consolidated Financial Statements

RS S P SRR FIRE

For the six months ended 30 June 2021

BE-ZE-—FXA=1THILREA

53

16. Related Party Transactions (cContinued)

(a) Related party balances (Continued)

Notes:

0] Guangzhou BaWang was ultimately 100% owned by Mr. CHEN Zheng
He.

(ii) The balance was unsecured, interest-free and repayable on demand.

(iii) Guangzhou Chenming and Guangzhou Qiancai were under the control
of the close family members of Mr. CHEN Qiyuan, the director and the
chairman of the board of directors.

(iv) The credit term granted by Guangzhou Qiancai is 30 days based on the
invoice date. As at 30 June 2021 and 31 December 2020, the amount
due to Guangzhou Qiancai was unsecured, interest-free with 30 days
credit term (31 December 2020: 30 days) and aged within 30 days (31
December 2020: 30 days).

16. B9 B

R 5 (&)

(a) FRBE75 828R (1)

i EE

(i)
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16. Related Party Transactions (continued)

(b) Related party transactions

The Group had the following material transactions with its
related parties:

16. B8 B

R 5 (&)

(b) FABAXS

AEBHEABEBALTETAT
BARS:

Six months ended 30 June

ANAZTBLEAREA

2021 2020
—E-—-F —_T-FTF
RMB’000 RMB’000
AR®TRT AR%®Tr
(Unaudited) (Unaudited)
(REFEST) (REEEE)
Guangzhou Qiancai Purchase of packaging materials (note i) 75 71
M F % B 5 R R B R (M 51 1)
Guangzhou Bawang Rental fee of production plant and office
premises (notes i and ii) 6,240 4,048
BMETE A ERE AR 5 P a9 A8 @ (B SRR
Guangzhou Bawang Meeting and catering service expenses
International (note i) — 69
M 8 £ B CENRERRBEE (M)
Notes: PR RE -

U

(i)

The Directors 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.

On 1 December 2017, Bawang Guangzhou and Guangzhou Bawang
entered into a lease agreement with 3 years terms of lease from 1
December 2017. The monthly rental fee for the production premises,
office premises and a staff dormitory are approximately RMB719,000 in
total. Details of which were set out in the Company’s announcement
dated 1 December 2017.

On 17 November 2020, BaWang Guangzhou and Guangzhou BaWang
entered into a new lease agreement with 1 year of leases from 1
December 2020. The monthly rental fee for the production premises,
office premises and a staff dormitory are RMB1,040,000 in total. Details
of which were set out in the Company’s announcement dated 17
November 2020. As at 30 June 2021, the carrying amount of such
lease liabilities was approximately RMB5,132,000 (unaudited) (31
December 2020: (audited) RMB11,143,000). During the six months
ended 30 June 2021, the Group has made lease payment of
approximately RMB6,240,000 (unaudited) (30 June 2020 (unaudited):
RMB4,048,000) to the related company.

(i)

EERR/ LARFTHIE - REE
BRRAFEBBRETET 5
REEERBITHE-

—ET—+tF+-A—RB BITENM
HEMNBTEXBERE BEH
RAEE-_T—tF+_RA=F-
SEME - NABHNBIES
W AMEAHAARET19,000
TeoHBHRART -ZE—tF+=
B—RABEMOHDRE -

RZT_TF+—F+tA HE
ENAENFIZET —OmEE
BE -MASAABEIEEsA -
—RE+ - A-AMBASE—FK
FHERSE AHESETHAAR
#1,040,0007T ° FEHARE =T
—TF+—RA+LtABMOADE -
R-Z-—FA=+HIL EB&
MEEENEEEENAARKE
5,182,000 (R EZ)(ZFT ZF
F+ZA=+—8:(EHFEH): AR
#11,143,0007T) - HE T T F
ANAZTBLE¥FE £ECAE
BB T 89 A R #6,240,0007T
MHEENRBREEN (ZT=
TEXNAZTHL¥FE: (K&
FET) AR ®4,048,0007T) ©
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16. Related Party Transactions (continued) 16. BB H XX Z @)
(c) The remuneration of key management personnel of the () REBRFANFTEETEAEN
Group during the reporting periods was as follows: & &5 T

Six months ended 30 June
ANAZTBLEAREA

2021 2020
—E-— & —E-FF
RMB’000 RMB’000

AR®TRT AR%®T
(Unaudited) (Unaudited)
(REES) (R EE)

Short-term benefits SRR 2,099 2,146
Contributions to defined contribution TF B i FOR KR A 5T &)
retirement plans R 397 219
2,496 2,365
17. Commitments 17. EAREE
30 June 31 December
2021 2020
—EB=-—F —E_ETF
AA=tH +ZA=+—H
RMB’000 RMB’000
AR® T AR®ET T
(Unaudited) (Audited)
(REER) (&%)
Capital expenditure in respect of EENETELGRASE
the acquisition of property, plantand ~ Bf# il & KA G 3
equipment contracted for but not BEME BERZE
provided for in the condensed H) & AN E

consolidated financial statements 343 343

T
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18. Litigation 18. JEEFEL

In prior years, a lawsuit was filed by a former subcontractor
against Bawang (China) Beverage Co., Limited (“Bawang
Beverage”) in People’s Court of Songjiang District of Shanghai
(the “Shanghai Court”) in respect of a dispute in the material
processing contract between the former subcontractor and
Bawang Beverage.

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 expenses in the
consolidated statement of profit or loss and an amount of
approximately RMB324,000 was settled in 2014. As at 30 June
2021 and 31 December 2020, the remaining provision of
approximately RMB338,000 has not been settled.

RBEFE —RBAOHEBELS
TR ARZEB ([ E#BER ) 5
ADEARBEI(FBE)ARBERA
AEERB]D) 2EHORBMIA
[ 4l #3 [7) 88 T SRRHR AR R A ©

FEE—FBARERER =_ZF —
MENAZTREH &K R B
ITHEBMERAAMIPERINHOAR
# 643,000t BEE S MO AR
19,000 T W FFFA & o FEFEHD - SR AAGT
AT AREEE62,0007T 2 # R
RicBEaREMEZEKRERT B
EmZE A 4 ARE324,0007TE £
TE-NFEE-BHE_ZT_-_ZTF
NAZTHEMZZE—hA&FEF+=-A=
+—H8 1t 4 AR #¥338,0007T & F
BRETIR MR E -
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