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

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

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

The Directors report that the total revenue of the Group for
the six months ended 30 June 2012 was RMB288.7 million,
representing a decrease of 34.4% when compared to the
corresponding period in 2011. The operating loss of the
Group for the six months ended 30 June 2012 was RMB245.2
million, representing a decrease of 32.6% when compared to
the corresponding period in 2011. For the six months ended
30 June 2012, the Group has recorded a loss of RMB326.9
million when compared to a loss of RMB294.9 million in
the corresponding period in 2011. For further details of the
operating performance of the Group, please refer to the
Financial Review section of this interim report.

The Directors would like to indicate that we had actually
witnessed some positive signs of recovery. There had been
improvements in the sequential growth rate of monthly sales
revenue of our core products during the first quarter of 2012.
However, the operating environment became challenging in the
second quarter, and have caused the sales revenue of our core
products to decrease.

Further, PRC’s gross domestic product dipped to 7.6% in
the second quarter, down from 8.1% in the first quarter and
has reached the lowest level since the beginning of 2009. The
Directors believe that the PRC economy has begun to slow
down in the second quarter of 2012, and has hampered the
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Management Discussion and Analysis

TEEBRRRS W

Group’s recovery progress. Consequently, the sales revenue
of the Group for the six months ended 30 June 2012 declined
when compared to the corresponding period in 2011, and
the sales performance of our core products was worse than
expected. The Group continued to record significant net losses
for the period under review.

For Bawang (¥ £) branded series, in the beginning of 2012,
the Group continued to follow the marketing and promotion
strategies that were laid down in 2011, and the sales
performance of Bawang branded products was generally in
line with the expectation of the management. However, sales
started to decline from the beginning of the second quarter.
To boost the sales performance, the Group have rolled out a
nationwide promotion campaign for Bawang products known
as “The Five Key Success Factors that Build up the Premium
Quality of Bawang Branded Products” (A AEH @ Kt
THEEHE). Both Mr. Jackie Chan and Ms. Kim Hui Seon
continue to be the brand ambassadors. In August 2012, a
new shampoo and haircare product that targets the female
customers market, Bawang Anti-hair Fall Shampoo for Ladies
and Nutri-repairing Moisturing Conditioner, was rolled out by
the Group.

As of 30 June 2012, the Bawang brand distribution network
comprised around 489 distributors and 50 KA retailers,
covering 26 provinces and four municipalities. Furthermore, the
products are sold in Hong Kong, Macau, Singapore, Myanmar,
Thailand, Malaysia, Brunei, and Australia.
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Management Discussion and Analysis

TEEBRWRRS W

Similar to the Bawang branded series, for Royal Wind (:&/&)
branded series, the Group continued to follow the marketing
and promotion strategies that were laid down at the end
of 2011. Furthermore, the Group rolled out a nationwide
promotion campaign for Royal Wind products known as “Eg
[E1TE)” (Whirlwind Action) . Mr. Han Geng (¥2F%) continues to
be the brand ambassador. In August 2012, the Group rolled
out two new products under the Royal Wind shampoo series
— Royal Wind Hydra-fresh Shampoo and Royal Wind Anti-hair
Fall Shampoo.

As of 30 June 2012, the distribution network for Royal Wind
branded series comprised approximately 446 distributors and
48 KA retailers, covering 26 provinces and four municipalities.
Furthermore, the products are already sold in Singapore.

The target market for Litao (B8/5) branded products is the mid-
low end segment in the PRC shampoo market. As of 30 June
2012, its distribution network comprised approximately 377
distributors, covering 26 provinces and four municipalities.

As for the Chinese herbal skincare products series, Herborn
(ANE %), its target customers are white-collar females aged
between 25 and 45 who have high purchasing power and
pursue a healthy and natural lifestyle. The internationally
renowned celebrity Ms. Faye Wong (E£3F) continues to be
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Management Discussion and Analysis

EERBAWASN

the brand ambassador and will continue to help us promote
the brand image. The Herborn Imperial Series (&2 &%)
was rolled out to the market in June 2012. The Group has
been appointed for the third time as the exclusive sponsor of
skincare products to the Miss World Pageant, China. Apart
from providing our Herborn Chinese herbal skincare products
(REE Z7)) to the contestants, we also conducted a series
of skincare seminars for the contestants, so as to allow them
to understand the concepts and benefits of traditional Chinese
medicine.

As of 30 June 2012, the distribution networks for Herborn
branded series comprised approximately 107 distributors and
14 KA retailers, covering 27 provinces and four municipalities
with 80 designated counters in department stores and/or
supermarkets and approximately 3,800 designated counters in
cosmetics specialty shops in China. In addition, the products
are sold in Mannings, Watsons, Sasa and Bonjour chain stores
in Hong Kong.

As for the Chinese herbal beverage product series, Bawang
Herbal Tea (F5E/R%), the Group has taken a prudent
approach when operating and developing this business since
the beginning of 2012, and has outsourced most of the
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Management Discussion and Analysis

TEEBRWRRS W

business operations to selected distributors. In May 2012,
Bawang Herbal Tea was selected as the designated herbal tea
provider to the International Cycling Union (ICU) Women Road
World Cup in Chongming Island, Shanghai. As of 30 June
2012, its distribution network comprised approximately 228
distributors, covering 24 provinces and two municipalities.

Since the second quarter in 2012, the Group has formulated
and implemented a series of strategic measures to reform
and streamline our business operations of each of our core
products. The Directors believe that such measures will enable
us to strengthen the foundation for our long term development
and the sustainability of our business. Please refer to the
Outlook section of this interim report for discussions of plans
and strategies for our brand portfolio

According to a research report published by Euromonitor in
2012, in terms of retail sales, our range of products (including
Bawang and Royal Wind) continued to hold the largest market
share among all Chinese brands in 2011, accounting for
approximately 4.8% of the retail sales in the overall shampoo
market in the PRC. For the Chinese herbal shampoo sub-
segment, our range of products, in terms of retail sales,
accounted for approximately 26.6% of the market share and
ranked No.1 in the Chinese herbal shampoo market in the
PRC. Accordingly, our range of products has been in the
leading position consecutively for six years since 2006.
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Management Discussion and Analysis

TEEBRRRS W

In terms of the recognition gained by the Group, the
Guangdong Provincial Department of Science and Technology
has awarded “Independent Innovative Products in Guangdong
Province 2011” to our following three products:

.

1. Bawang Anti-hair Fall Shampoo (% T b5 it S5 R)

2. Bawang Hair Blackening and Strengthening Shampoo (%8
TRERFAER)

3. Bawang Nutri-moisturizing Shampoo (%8 T % & Bt 52

HBER)

During the period under review, the Group obtained five patent
certificates from the State Intellectual Property Office in relation
to herbal extract methodologies and techniques, and a further
one in relation to herbal sugar-free drink methodology and
technique.

In addition, the Group will obtain funding for research and
development from the government, in recognition of our
outstanding contributions to the research and industrialization
of anti-hair fall shampoo.

In March 2012, Bawang (Guangzhou) Co., Ltd (“Bawang
Guangzhou”) was recognised by the Guangzhou
Municipal Government as “The First Batch of Corporations
Headquartered in the Guangzhou City”. Subject to the
fulfilment of certain prescribed criterion, Bawang Guangzhou
may be eligible for certain government grants.
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Management Discussion and Analysis

EERBAWASN

In May 2012, Herborn skincare branded product was voted
by thousands of consumers in a campaign organized by a
Shenzhen-based news media as one of the “Top 10 Potential
Brands in 2012”. This award is regarded by the industry as
authoritative and professional.

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

We are in the process of applying for the registration of a
number of patents, which relates to our researches on hair
care, skin care and health care applications of Chinese herbs,
the successful registration of which will be a further testament
to our research and development efforts.

Litigation

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

Financial Review

Revenue

During the period under review, the Group’s revenue amounted
to RMB288.7 million, representing a decrease of 34.4% when
compared to RMB439.8 million in the corresponding period
in 2011. The sales decline was principally attributable to the
substantial decline in the sales of Bawang Herbal Tea. The
Group is gradually reducing our investment in Bawang Herbal
Tea as a result of the change in business model from self-
managed to outsourcing. But such sales decline was partially
offset by the slight increase in sales of two branded products,
Bawang and Smerry (53 A).
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Management Discussion and Analysis

EERBAWASN

During the period under review, the Group’s core brand,
Bawang, generated RMB159.2 million in revenue, which
accounted for approximately 55.1% of the Group’s total
revenue, and represented an increase of 8.4% when compared
to the corresponding period in 2011.

During the period under review, the Group’s branded
Chinese herbal anti-dandruff hair-care series, Royal Wind,
recorded a revenue of RMB63.9 million, which accounted
for approximately 22.2% of the Group’s total revenue, and
represented a decrease of 24.6% when compared to the
corresponding period in 2011.

During the period under review, the Group’s branded
Chinese herbal drink of the Group, Bawang Herbal Tea,
recorded a revenue of RMB16.1 million, which accounted
for approximately 5.6% of the Group’s total revenue and
represented a decrease of 86.4% when compared to
RMB118.3 million in the corresponding period in 2011.

During the period under review, the Group’s branded Chinese
herbal skincare series, Herborn, recorded a revenue of
RMB28.9 million, which accounted for approximately 10.0%
of the Group’s total revenue, and represented a decrease of
25.4% when compared to the corresponding period in 2011.

During the period under review, the Group’s nature-based
branded shampoo and shower gel products series, Litao,
generated RMB17.8 million in revenue, which accounted
for approximately 6.2% of the Group’s total revenue, and
represented a decrease of 63.3% when compared to the
corresponding period in 2011.

During the period under review, Smerry generated a total
revenue of RMB2.8 million, which accounted for approximately
0.9% of the Group’s total revenue.

We were selling our products through extensive distribution
and retail networks. During the period under review, sales
to our distributors and retailers represented approximately
75.1% and approximately 24.9% of the Group’s total revenue
respectively.
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Management Discussion and Analysis

TEEBRWRRS W

During the period under review, our products were sold in
Hong Kong, Macao, Singapore, Myanmar, Thailand, Malaysia,
Brunei, and Australia. The sales to these markets outside the
PRC accounted for 3.5% of our total revenue.

Cost of Sales

During the period under review, cost of sales amounted to
RMB162.5 million, representing a decrease of 46.3% when
compared to RMB302.8 million in the corresponding period in
2011. Such change was mainly due to a decrease in the sales
volume of Bawang Herbal Tea products, and the reversal of a
write-down of inventories in the amount of RMB9.9 million.

Gross Profit

During the period under review, the Group’s gross profit
decreased to RMB126.2 million, representing a decrease
of 7.9% when compared to RMB137.0 million in the
corresponding period in 2011. The gross profit margin for the
six months ended 30 June increased from 31.2% in 2011 to
43.7% in 2012. The increase in gross profit margin was mainly
due to the decrease in the proportion of herbal tea products
sold in the product mix, as the gross profit margin for herbal
tea products is lower than that of HPC products. The effect
brought about by the decrease in sales of herbal tea products
was however, partially offset by the decrease in unit selling
price of HPC products, due to the increasing use of HPC
products as settlement for sales rebates.

Selling and Distribution Costs

During the period under review, selling and distribution costs
decreased to RMB321.0 million, representing a decrease of
30.0%, when compared to the corresponding period in 2011.
Such decrease is mainly due to the decrease in advertising
fees and the savings achieved in promotion fee through
optimizing our promotion staff resources.
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Management Discussion and Analysis

TEEBRRRS W

Administrative Expenses

During the period under review, administrative expenses
amounted to approximately RMB48.3 million, representing
an increase of approximately 7.9% when compared with
approximately RMB44.7 million in the corresponding period in
2011. Such increase was mainly due to the increase in non-
capitalizable research and development expenditures and
provisions for bad debt, but is partially offset by the decrease
in salary, traveling and meeting expense, and recruitment fees.

Loss from Operations

The Group recorded an operating loss of RMB245.2 million
for the six months ended 30 June 2012, when compared to
the operating loss of RMB363.6 million for the corresponding
period in 2011. The Group’s operating margin for the six
months ended 30 June decreased from -82.7% in 2011
to -84.9% in 2012. The decrease was mainly due to the
decrease in sales and partially offset by the effective control of
advertising and promotion expenses.

Net Finance Income

For the six months ended 30 June 2012, net finance income
of the Group was RMBO0.9 million (30 June 2011: RMB11.2
million). The significant decrease was mainly due to the
substantial decrease in both the interest income on bank
deposits and net foreign exchange gains. The Group did not
incur any interest on bank borrowings during the period under
review (30 June 2011: RMB3.2 million).

Income Tax

During the period under review, the Group had an income tax
expense of RMB82.6 million, when compared to an income
tax credit of RMB57.6 million during the corresponding period
in 2011. The income tax expense for the six months ended
30 June 2012 represented the reversal of deferred tax assets
recognized for the tax losses and deductible temporary
differences prior to 2012.
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Provision for Inventories

Our accounting policy prescribes that inventories are stated at
the lower of cost and net realizable value (“NRV”). In the event
that NRV falls below cost, the difference is taken as provision
for inventories. As at 30 June 2012, the amount of provision for
write-down of inventories was RMB44.8 million (31 December
2011: RMB54.7 million). As a result, a reversal of write-down
of inventories to their net realizable value in the amount of
approximately RMB9.9 million has been included in cost of
sales mentioned above.

Loss for the Period Attributable to the Equity
Shareholder

As a result of the combined effect of the abovementioned
factors, the Group recorded an attributable loss of RMB326.9
million for six months ended 30 June 2012, when compared
to the attributable loss of RMB294.9 million for the six months
ended 30 June 2011.

Outlook

The PRC economy has been sending out mixed signals at
the moment. Whilst the economy has been affected by the
economic downturns in the US and Europe, the property
market in China is showing early signs of recovery. However,
the Directors believe that the long term outlook of the Chinese
economy remains strong, as the government is likely to
intervene to maintain the economic growth, and this might
transform the PRC’s economy from an export driven economy
into a new model for economic development.

In relation to our business, the Directors are of the view that
the macroeconomic conditions might continue to affect our
sales performance and business recovery in the near future.
The Group is cautious about the recovery progress of the
economy and will take a prudent approach when operating and
sustaining our business.
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To cope with the present challenging market conditions, the
Group will revise its operating strategies in response to the
prevailing stage of its business recovery, external economy and
market conditions and the internal ongoing key performance
financial indicators. We outline below our business plans and
strategies for the rest of 2012.

For the two core branded shampoo and haircare products,
namely Bawang and Royal Wind, the Group plans to develop
these two brands through continuous innovation, management
excellence and win-win cooperation with business partners.
The Group will adopt a new business model, whereby the
whole value chain will be split into two parts. Whilst the Group
is mainly responsible for the activities in the upper stream
such as research and development, manufacturing, marketing
and distribution; our business partners, namely distributors
and retailers, are responsible for the activities of the lower
stream such as channel and in-store management. The
Group will provide overall supervision and essential support
to its business partners. In addition, we will offer training and
development programs to our business partners with a view
to enhancing their management skills, so as to aid them in
attaining sales targets and hence increase sales revenues.

Relying on the distinctive competitive advantage of being a
Renowned Traditional Chinese Medicine Family (7 it %) and
possessing a reliable shampoo product formula, the Group will
continue to revolutionize its research and development efforts
in relation to the extraction of Chinese herbs and to further
apply the new technology into our two core branded shampoo
and haircare products.
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Through excellent management plans and scientific
management systems, the Group aims to enhance its
organizational effectiveness, improve the quality of its products,
control costs, and reduce operating expenses on one hand;
and strive to enhance the Group’s existing revenue base and/
or explore new revenue streams on the other hand.

With the successful inauguration of our automated production
complex, the Group is confident that we should be able to
promptly provide quality products to our business partners for
resale.

The Directors believe that the combined effect of the above
measures would enable the Group to maximize returns
and achieve a win-win situation together with our business
partners.

For the Herborn Chinese herbal skincare products series, we
will continue to enhance its brand image and brand recognition
through advertising, marketing campaigns and setting up more
designated counters in department stores, supermarkets and
cosmetic stores. We expect that we will set up another 1,600
designated counters in cosmetic specialty shops throughout
the PRC through distributors. Our original plan of having a
total of 5,000 designated counters by the end of 2012 remains
unchanged. We reinforce our belief that Herborn would
become a leading brand in the Chinese herbal skincare market,
as well as one of our key revenue contributors in the next few
years.
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For Bawang Herbal Tea, we have adopted a prudent approach
to operate and develop its business, and have outsourced its
operations to selected distributors since the beginning of 2012.
The Group will continue to adopt this model, so as to minimize
the risk of over-investment.

In relation to the launch of new products, the Group will mainly
focus on strengthening its existing portfolio of brands as
mentioned above. We may expand our existing core products
portfolio. We do not have plans for rolling out brand new major
product lines for the time being.

With the commencement of operations of the new production
plant, which has automated production lines designed
in accordance with the guidelines laid down for good
manufacturing practices (GMP), the Directors believe that this
will help restore our corporate image and the consumers’
confidence in the quality of our products, which will help
speeding up the recovery progress and enhance our operating
performance.
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The Group will continue with its plan to lease another
production plant in Huadu District, Guangzhou, for its
herbal tea business. The construction work of the site is in
progress. We expect that the installation and commissioning
of machinery and equipment at the new plant will take place at
around 2013.

The Group has already set up a Chinese herbal plantation
in Guangdong province since early 2010 and has started
receiving the first yield of Chinese herbs since 2011. The
Company is now replicating this agricultural practice, so as
to train farmers on how to maximize output when cultivating
herbs. As the results are satisfactory, the Group is looking for
more sites in other places in China for setting up additional
herbal plantations.

In terms of our development plan in overseas markets, the
Group will continue to explore the possibility for launching our
branded products in other countries with potential distributors.
Bawang shampoo and haircare products may be rolled out in
Vietnam and Indonesia later on. The Group is open to explore
all further business opportunities with potential overseas
distributors.

The Company does not have any outstanding acquisition
opportunity in hand and will not actively explore opportunities
that may involve potential acquisition for the time being.
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Looking forward, we have two strategic plans to sustain and
develop our business in the midst of the volatile internal and
external operating environments. In the short run, we have to
revive our sales growth and profitability; to continue to build up
a management team with strong experience in both domestic
and global HPC products sectors; and to improve investor
confidence. In the long run, we have to build up a sustainable
business model, so as to compete against both domestic
and international competitors; to maintain a multi-brand and
multi-product strategy; to become a global leader of branded
Chinese herbal HPC products operator; and to bring the best
returns to our investors.

Liquidity, Financial Resources

Structure

and Capital

The Group adopts conservative financial management policies.
A summary of liquidity and financial resources is set out below:

RERE  EPREAIMMIERE =
RIEF  RAESNEREG BT
FMANATMIE - LEMimE - HMF R
EHERRMBF KT  EEEE R
HEAREREAEBTEREREEL
BOEEERK  WRREAKREEEL -
REMME  BRATELAKEERRE
ABEBEANREFETFT - FTRERE
mEZERALHNERE  KREHPEERE
REAAEEERETLE UNFHEK
BERINER -

RBER MERBERBERE

AEBRARTHEMEKRE -RPES

MM BERBEIFGMOT

30 June 2012

31 December 2011

MR_E—_F R_ZE——%F
~NA=+AH +=ZA=+—H
RMB in million RMB in million
B : A\REBET 8u: ARKBER
Cash and cash equivalents 320.4 602.7
RekReEEMEAR
Total bank and other borrowings - _
HR1T SR B At 18 AR HE
Total assets 898.8 1,246.1
HEE
Gearing ratio! — _
EEBEBEX
Note: ==
1. Calculated as interest-bearing borrowings divided by total assets. 1. LAt EEERLNEELRENE
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Material Acquisition and Disposal

As at 30 June 2012, the Group has no specific acquisition
target.

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

Exposure to Fluctuations in Exchange Rates and
Related Hedge

The operations of the Group are mainly carried out in the PRC,
with most transactions settled in Renminbi. The reporting
currency of the Group is Renminbi. The Group has exported its
goods to Hong Kong and certain Southeast Asian countries.
The transactions were settled in either Hong Kong Dollars or
United States Dollars. The Group’s cash and bank deposits
are mostly denominated in Renminbi. The Company will pay
dividends in Hong Kong Dollars if dividends are declared. In
addition, the Group paid certain advertising fees in United
States Dollars or Hong Kong Dollars.

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

As at 30 June 2012, the Group had not issued any material
financial instruments or entered into any material contracts for
foreign currency hedging purposes. However, the Directors
will continue to monitor the foreign exchange exposure and
is prepared to take prudent measures such as hedging when
required.

Contingent Liabilities

The Group had no material contingent liabilities as of 30 June
2012.
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Capital Commitment

As of 30 June 2012, the capital commitment of the Group were
approximately RMB39.0 million.

Pledge of Assets
The Group had no pledge of assets as of 30 June 2012.

Human Resources

As of 30 June 2012, the Group employed approximately
8,256 employees (30 June 2011: 11,207), consisting of full-
time employees and contract personnel in the PRC and Hong
Kong. Of which, the Group also engaged approximately
5,475 salespersons (30 June 2011: 6,764) through contract
personnel agency to help with our marketing and promotional
activities. The total personnel expenses, comprising wages,
salaries and benefits, and equity-settled share-based
payments, amounted to RMB127.1 million for the first half of
2012 (30 June 2011: RMB114.0 million).

The table shows a breakdown of our employees for the for the
six months ended 30 June 2012 and for the six months ended

BERiE

R_ZE-—Z_FXA=+H xEEEX
EERELARAREI.0BET °

WEEH

RZE-—ZFXA=1+H FrEETE
BEEM -

ANER
HIE-Z——#XA=+8 A%£H
BRAK#8256KET (T ——F XA
=+H :11,207) EhBEEFEM
BEENE2BETIUREGHNES - -
REBEBBLHIKEDBEM4L5475
BZEANRBAB(ZE——FRA=T
H:6,764)  UEBRMPNEHELIERE
EE  MAZTHAIBEIE  HFeME
FIARAESEE 2RO HIE B
TR F P¥EFRI2T1EBEBL(ZE
——FRNAZ+H: AR®11408 &8
JT) °

TREIEE_ZE-—_FRA=THIL
NEARBE-_ZE——FXNA=THI

30 June 2011: NEARMAWABRMA
30 June 2012 30 June 2011
RZT—=F R-_ZT——fF
NA=+H ~NA=+H
Full-time employees 756 868
THBIES
Contract personnel
BREER
— Salespersons 5,475 6,764
—1eH 8
— Others 2,025 3,575
—H b
Total employees 8,256 11,207

BIEE AR
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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 joined social
insurance contribution plans and mandatory provident fund
scheme respectively. Other benefits include performance-
based incentive bonus scheme and share options granted or to
be granted under the share option schemes.

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

Subsequent Events

On 21 August 2012, Bawang Guangzhou, a wholly owned
PRC subsidiary of the Company, entered into a facility
agreement with a bank (the “Bank”). Pursuant to the facility
agreement, the Bank has agreed to grant to BaWang
Guangzhou a standby short-term trade financing facility in the
amount up to RMBB80.0 million (the “Facility”). The term of the
Facility is for one year and is to expire on 7 August 2013. The
funding obtained from the Facility shall be used for Bawang
Guangzhou’s working capital purposes.

The Facility is secured by the following:

1. A personal guarantee executed by each of Mr. Chen
Qiyuan and Ms. Wan Yuhua in favour of the Bank (the
“Personal Guarantee”);

2. A corporate guarantee executed by Guangzhou Bawang
Cosmetic Co., Ltd, a company wholly-owned by Mr.
Chen Qiyuan and Ms. Wan Yuhua, in favour of the Bank
(together with the Personal Guarantee, the “Guarantees”);
and
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3. Certain machineries of Bawang Guangzhou with an
aggregate net book value of approximately RMB100.3
million.

No security has been granted by any of the Group companies
to any of Mr. Chen Qiyuan, Ms. Wan Yuhua and Guangzhou
Bawang Cosmetic Co., Ltd in respect of the Guarantees.

3. BIEMMRLBIR[REG  HRA
BREFEHAREI003BET -
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Consolidated Income Statement

B gt B @m K

for the six months ended 30 June 2012 — unaudited

(Expressed in Renminbi)
HE-ZT—

(RAARMFIR)

ZERNAZTHERER — RAEER

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

Note 2012 2011
P 5 —2--F —F——F
RMB’000 RMB’000
AR® T AR T
Turnover E 20 4 288,701 439,843
Cost of sales SHE AR (162,525) (302,826)
Gross profit EF 126,176 137,017
Changes in fair value less costs EMEERRBER
to sell of biological assets HEN M EEER (558) 1,596
Other revenue HbUr s 36 1,275
Other net losses HAib BB FEE (1,618) (237)
Selling and distribution costs THE Ko AR (320,990) (458,557)
Administrative expenses THREA (48,271) (44,737)
_Loss from operations mEwR (245,226) (363,643)
Finance income BRI 5(a) 882 14,348
Finance costs BB EA 5(a) - (3,154)
_Net finance income MBWARSE  S@ 882 . 11,194
Loss before taxation BRETBBATE R 5 (244,343) (352,449)
Income tax (expense)/credit FTis®t (Zd) /#&in 6 (82,605) 57,593
Loss for the period attributable  Z<72 Bz EE AEWL
to the equity shareholders of HAEE
the Company (326,948) (294,856)
Loss per share (RMB yuan) BRERE (AR%¥T) 7
Basic AR (0.11) (0.10)
Diluted BE (0.11) (0.10)

The notes on pages 31 to 62 form part of this interim financial report.
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Consolidated Statement of Comprehensive Income

AR A W am R

for the six months ended 30 June 2012 — unaudited
(Expressed in Renminbi)
HE-T—-—FA=1THLE~ER —KEEX
(AARESITR)

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

2012 2011
—E—-fF —E——F
RMB’000 RMB’000
AR® T AR T
Loss for the period attributable to XA R EFEFEAEGEHE R
the equity shareholders of B8
the Company (326,948) (294,856)
Other comprehensive income for Hi W H 44 W&
the period
Exchange differences on MEFRBIEIINER 2 B HRE
translation of the financial statements ~ FREAHE N = £
of the operations outside the PRC (4,308) (18,587)
Total comprehensive income ARAREREEAEBLEHA
for the period attributable to mEWEHE
the equity shareholders of the
Company (331,256) (808,443)

The notes on pages 31 to 62 form part of this interim financial FEI1E2EM M TR A H M 3 E &Y
report. — &1 o
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Consolidated Balance Sheet
EHEEBEER

at 30 June 2012 — unaudited
(Expressed in Renminbi)

RZTE—=—FAA=1+H — KEE%

(AAR®ZR)
At 30 June At 31 December
2012 2011
Note R-—ZB—=F R_T——%F
ibgEs ANB=1H +=-A=+—8H
RMB’000 RMB’000
ARE T AREF T
Non-current assets kREBEE
Property, plant and equipment W - BE M 8 287,543 184,555
Prepaid advertising fee ENEEER 4,561 3,875
Biological assets EYEE 140 1,297
Deferred tax assets REF I & = - 82,605
... 292,244 = 272,332
Current assets REEE
Inventories R 9 87,488 112,159
Biological assets EYEE 1,739 949
Trade and other receivables B 5 N E b e W IE 10 197,015 257,972
Cash and cash equivalents Be MBS EEY 11 320,357 602,672
... _____ 60659 973,752
Current liabilities RBAE
Trade and other payables B 5 K H A e 5IE 12 185,462 201,825
Amounts due to related parties FEA BB 75 5K IA 16(b)(i) 2,941 3,730
Income tax payable FEBNERFT 1SR 9,656 9,656
b 198,089 215211
_Netcurrentassets REBEEFE 408540 758541
Total assets less HEEBRBAERS
current liabilities 700,784 1,030,873

The notes on pages 31 to 62 form part of this interim financial E31EE2BE KK A A b H B FERE
report. — 3B o
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Consolidated Balance Sheet

EHEEARSE

at 30 June 2012 — unaudited
(Expressed in Renminbi)
RZFE—Z=ZFNA=1+H— REHEZ
(AARESITR)

At 30 June At 31 December

2012 2011
Note R-ZB—=F R_T——%F
B 5 ~NAZ=+H +=-—A=+—8H
RMB’000 RMB’000
AR®T AREFT T
Non-current liabilities kRBERS
Deferred tax liabilities BRBARE 2031 2,031
Net assets EEFE 698,753 1,028,842
Capital and reserves EARRHE
Share capital &R 14(a) 256,511 256,511
Reserves s 14 442,242 772,331
Total equity EREE 698,753 1,028,842

Approved and authorised for issue by the board of directors of ARAEEGER_ZEE——_F A
the Company on 28 August 2012. “+N\BHERKEERE -
Director Director
o o
CHEN Qiyuan WAN Yuhua
BR BSUR BEfxE

The notes on pages 31 to 62 form part of this interim financial FE31E62E MM 5 A A H B 75 3R 5 &Y
report. — AR o
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Consolidated Statement of Changes in Equity

HE=ZE R

Z \ II\I:III\

for the six months ended 30 June 2012 — unaudited

(Expressed in Renminbi)

BHE—T—

ZERNAZTHERER — RAEER

(AAR®ZR)
Attributable to equity shareholders of the Company
ARAERFEAES
PRC
statutory
Share Share reserves Capital Merger Translation Accumulated Total
capital premium H reserve reserve reserve losses equity
BA BRAEE EERE EARE B RE ERfRE 2 ER BRAR
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB’000
ARETT ARETR AREBTT ARETR ARBTR ARETRT AREBTT ARETR
(Note 14(a)) (Note 14(b)) (Note 14(d)) (Note 14(c)) (Note 14(g)) (Note 14(f)
(iet14e)  (MeE1d()  (Fiatt4d)  (MEE14e)  (Fettae) (B EE140)
Balance at RZB—-F
1 January 2011 -R—R&&% 256,380 1,348,639 49,887 9,668 8,468 (13,651) (69,991) 1,589,400
Changes in equity for BE-F-——-F
the six months ended ~A=1H
30 June 2011: EAEAEEEE
Total comprehensive income  EiRiRA IG5
for the period - - - - - (13,587) (294,856)  (308,443)
Equity settled share-based MgmEENRD
transactions RS
(Note 13) (H3E13) - - - 1,705 - - - 1,705
Balance at 30 June 2011 R-ZE-—-£xB=1H
and 1 July 2011 R=%--%tA-A
-] 256,380 1,348,639 49,887 11,373 8,468 (27,238) (364,847 1,282,662
Changes in equity for gz-2-—-%
the six months ended +=B=+-H
31 December 2011: EAEAERES
Total comprehensive income  EiR4RA N L5
for the period - - - - - 8,400 (063,714) (255,305)
Share issued under share RIFE R 81317
option scheme o] 131 3,051 - (3,051) - - - 131
Equity settled share-based R EERNRG
transactions (Note 13) XS (Mi13) - - - 1,354 - - - 1,354
Balance at RZZ-—-F
31 December 2011 and +ZA=t-Bk
1 January 2012 —E--f-f-H
533 256,511 1,351,690 49,887 9,676 8,468 (18,829) (628,561) 1,028,842
Changes in equity for H2-Z--%
the six months ended AA=THIEAER
30 June 2012: BE2E:
Total comprehensive i el vt
income for the period - - - - - (4,308) (326,948) (331,256)
Equity settled share-based NEREEHRG
transactions (Note 13) %5 (MF13) - - - 1,167 - - - 1,167
Balance at 30 June 2012 R=-Z-—f
NAZTRES 256,511 1,351,690 49,887 10,843 8,468 (23,137) (955,509) 698,753

The notes on pages 31 to 62 form part of this interim financial

report.
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Condensed Consolidated Cash Flow Statement

SRR

IR RE R

for the six months ended 30 June 2012 — unaudited

(Expressed in Renminbi)
HE-Z
(AARESITR)

——FRA=ZTHRLEARER — REEX

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

2012 2011
—E—-fF —E——F
RMB’000 RMB’000
AR® T AR T
Cash used from operations KETEHARS (181,664) (240,377)
Income tax paid [EERIZEEE - (1,452)
Net cash used in KEFEEFTA
operating activities B3R (181,664) (241,829)
Net cash used in RETEFMARSTE
investing activities (101,321) (72,775)
Net cash generated from AEEBEEN
financing activities B3R - 6,102
Net decrease in cash and ReRESEENRDFE
cash equivalents (282,985) (808,502)
Cash and cash equivalents R—B—HHRER
at 1 January REZEEW 602,672 1,186,544
Effect of exchange rate ERFBHHEFERSNTE
fluctuations on cash held 670 (8,021)
Cash and cash equivalents RAB=+THEMNEBEER
at 30 June REZEEW 320,357 875,021

The notes on pages 31 to 62 form part of this interim financial

report.
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Notes to the Unaudited Interim Financial Report
NS el R =

(Expressed in Renminbi)

(AAREZIR)

Basis of preparation

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“SEHK”),
including compliance with International Accounting
Standard (“IAS”) 34, Interim financial reporting, issued by
the International Accounting Standards Board (“IASB”). It
was authorised for issue on 28 August 2012.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2011 annual financial statements except for the
accounting policy changes that are expected to be
reflected in the 2012 annual financial statements. Details
of these changes are set out in Note 2.

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

The interim financial report contains condensed
consolidated  financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position and
performance of the Company and its subsidiaries (the
“Group”) since the 2011 annual financial statements.
The condensed consolidated interim financial statements
and notes thereon do not include all of the information
required for full set of financial statements prepared
in accordance with International Financial Reporting
Standards (“IFRSs”).

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with the Hong Kong
Standard on Review Engagements 2410, Review
of interim financial information performed by the
independent auditor of the entity, issued by the Hong
Kong Institute of Certified Public Accountants.

mRERE

AAH SRS TIIRER B uﬁ/m\x
SEHERAR([ BB E
FHAARERB R G R
FETRR g% E'Ji,\E(FI
2 EZEZ ) EMANBEE S
ZR([HE2FHER]) E345%F
B BRE] c AP HBBEREE
R-ZE——FN\A -+ \BEHE
FzE -

REMR - —FFEHRRK
R RRZE® .:JrBZ““EM\ ZNEY
P EHmE IREAR -F
——Eigﬂﬁ%ﬁ%ﬁﬁ%“‘mzmﬂ
A BREH RFEEZFBH
ST B RE2 o

EEETIZBEKR 2 ERFE345%
[FREREA S 3R 25 | AR 2L P HA B AS 3R 45
B TEReHEENERMNASE
EHZBRIRILFME®REE - AF
&Hﬁl)\fﬂfitﬂ/f%ﬁ{’ﬁﬂjﬂ%ﬁ EEE
LBE -BEREGERAERIRNZE
5t o

RHIM R E A A G R
RARRETE 2 HPAME - ZEMH
HERTE_Z——SFEMBR
RAKRH THRARR MEKBEAR
(TR E ) FBEAR T R IR A &
BEENZETARRZHHHA - HH
BOHPHPMBRR L ABMELR
BIERIER B IR 8 7% 5 R ([ BB
MHEBEEL ) RECTEMBRR
BB ER -

AP R ERKEEZ - BE A
EEHETMEKLMBER S
MAGRMHEBEE TIEELSE
241057 [ & 88 /Y 78 32 7% EXAD ¥ 5P
HEERNER | ETER -
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Notes to the Unaudited Interim Financial Report

K AE TR R R MR

(Expressed in Renminbi)

(AAREZR)

32

Basis of preparation (continued)

The financial information relating to the financial year
ended 31 December 2011 that is included in the interim
financial report as being previously reported information
does not constitute the Company’s statutory financial
statements for that financial year but is derived from
those financial statements. Statutory financial statements
for the year ended 31 December 2011 are available
from the Company’s registered office. The auditors
have expressed an unqualified opinion on those financial
statements in their report dated 17 March 2012.

The Group incurred a net loss of RMB326,948,000 for
the six months ended 30 June 2012 and had cumulative
losses of RMB955,509,000 as at 30 June 2012. Having
taken into account the expected operating cash inflows
and the available financial resources of the Group, the
directors have concluded that the Group is able to
continue as a going concern and to meet their liabilities
as and when they fall due, having regard to the following:

i) The Group had cash and cash equivalents of
RMB320,357,000 and net current assets of
RMB408,540,000 as at 30 June 2012. Moreover,
the Group obtained a standby short-term trade
financing facility of RMB80,000,000 from Bank of
China on 21 August 2012, with an effective period
till 7 August 2013. Based on the cash flow forecast
prepared by the directors, the Group will have
sufficient financial resources to satisfy its future need
of working capital for at least the next 12 months
from 30 June 2012.

B E X ()

HARNTHPHERETNBR A
EEREHNBE_T——F+=
A=1T—HALWBFEREERIL
TERARAZMBFENLTE
M ER  ETEEE ZF MR
R-BE_T——Ft-_A=1+—
BIEFEEZAENBHRERAMAN
NEZEMBFERR - ZBER
—E-—_H-At+tBHEAENR
T HZSVHRRERERE
BR o

REBRBE-_ZE——F A=+
BIEMNEASHEEREEEAAR
#5324,948,000t - R—ZT — —F
ANAZTHHMERGEBEBBEAARK
955,509,0007T ° f£Z& E ARy & &
IR e m A K EE [ F A A KA
Rig BEERBASERMEER
BERENMESINHPNES B
EZENEXRFERE

)y AEBEBRNR-_ZT—--FKXA
“tHEEERERBEEEE
) A R # 320,357,000 7T 0 %
& & E A R ¥ 408,540,000
T AEBER_ZE——F\A
T ARPBREEBITREAR
# 80,000,000 7T B 52 B & 5 &l
LHE  ARPEE-_T—=
FNALAL - BEEESRH
MBS RERA AEBH
RANFBERKBMEE ZZ
——EXA=Z+HEEDLERKEK
+-EAAMEBEEST K -
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Notes to the Unaudited Interim Financial Report

K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

1

Basis of preparation (continued)

i) The directors have been taking measures to attain
profitable and positive cash flow operations in the
long run, which include the following:

— the directors have reviewed the Group’s longer
term business strategy and identified various
initiatives which could turn around the Group’s
business performance, such as expanding
the revenue stream through the launch of
enhanced or new products series; and

— various cost control measures have been being
taken to tighten the costs of operations and
various general and administrative expenses.

i) The Group will consider possible additional external
funding when necessary in the future.

Changes in accounting policies

The IASB has issued a few amendments to IFRSs that
are first effective for the current accounting period of
the Group and the Company. Of these, the following
developments are relevant to the Group’s financial
statements:

o Amendments to IFRS 7, Financial instruments:
Disclosures — Transfers of financial assets

o Amendments to IAS 12, Income taxes — Deferred
tax: Recovery of underlying assets

The adoption of the new and revised IFRSs has no
significant impact on the Group’s interim financial
statements.

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

1 REHEEH

iy EZEFELHEDR—ZRIEE A
ERAEEERAMNUAREAS
BHeFRANRKEBIZE - 5L
SHEEZ B

— EFCOERASERHE
BRRBAS - AR A
VAR 88 7K 5 [ A5 iR Y
RIATEHE - DIa0E A D
E AR T AR SR R
FKAERWA R

— EFBRERZIERIK
AR 8 DA I R AR AR DA
REBETTREERER -

i)y RRKWMEFTE  AKEEEE
RHE—FRINEE o

GHAERE

REFENZEGCRMONAE
BEARBASFTHMEAERER
ZHBRPBERELEZERT - H
o TOIE A BUR 2 B HE AN R E B
BHRERERE -

s BRMBHREEASE LKE
Rl ZBITA: RKEFE — 2/
BEMBEE

. RERT RIS+ ZIRIEFT -
Prg# — BEFEA - HEE
E 73 [E]

BRAM DA L3 5T M AR AE BT B B B 75
SEANE RS E P YRS L E
EAFE -

A& E IR ER AR A S HE
el AR A R 2 F ZE Rl S B o

Interim Report 2012 —Z — —F R E 33



Notes to the Unaudited Interim Financial Report

K AE TR R R MR

(Expressed in Renminbi)

(AARBIIR)

3 Segment reporting 3 ARG
The Group manages its business by a mixture of both 7N 5= B BAE A R R b & 4 2 A 4R
product lines and geography. In a manner consistent AREIBEER - HERANEE R
with the way in which information is reported internally SRAATEEE2RIAEERD
to the Group’s most senior executive management for R REETH A RE 2 25|
the purposes of resource allocation and performance N—B AKERZF T HEF]
assessment, the Group has presented the following four RE DR -

reportable segments:

o Hair-care products (mainland China and overseas) °
o Herbal tea products (mainland China) °
° Skin-care products (mainland China and overseas) o
o Other household and personal care products °

(mainland China)

(a) Segment results, assets and liabilities (a)

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

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

34  BaWang International (Group) Holding Limited %5 F BB (& &) 2 i% B R 2
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Notes to the Unaudited Interim Financial Report

K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

3 Segment reporting (continued)

(a) Segment results, assets and liabilities

(continued)

3 DEIRE (&)

(a)

The measure used for reporting segment profit

is “adjusted loss from operations”.

To arrive at

adjusted loss from operations, the Group’s loss
is further adjusted for the items not specifically

attributed to individual segments, such as directors’

remuneration and other head office or corporate
administration
executive management is provided with segment
revenue and
segment loss. Segment assets and liabilities are

information concerning segment

not

expenses.

reported to the Group’s senior

management regularly.

Information

regarding

The Group’s

the Group’s

senior

executive

reportable

segments as provided to the Group’s senior
executive management for the purposes of resource
allocation and assessment of segment performance

SHER CBWERARGE)

REPHFRMNAOFTEFTER
KRABRCEER] - BERK
AECEER  AEEMNER
FLAF IE$E 7E B A E Bl 9 ZB A9 18
BiEE— AL  MEZH
A R E fth 42 263k~ 7] 17 K
X o AEERRRTEEEE
RIEBBES WA KD ZBEE
ZOEER c DEHEERARE
WEEHRAANEESHRNTE
BERS -

=

BE_T——FR-_FT——%F
NAZTRIEAREAR  BER
AEBEENTERERMZ
BRABEEDBRAFNGZA

for the six-month periods ended 30 June 2012 and EEARED I 2 ER D RIH
2011 is set out as below: Pl
Other household and
Hair-care products Herbal tea products Skin-care products personal care products Total
EEED RRER EEERD HthRAEAREER CHI
For the six months ended ~ For the six months ended ~ For the six months ended ~ For the six months ended ~ For the six months ended
30 June 30 June 30 June 30 June 30 June
HEzXA=1H HERA=TH HzRA=1H HERA=TH HzrA=1H
1ER1EA 1E~1EA 1R 1EA IER1EA 1ER1EA
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
Z2--% -“%Z-—-% ZB--f -_F--f ZB-ZF - ZE-"f -T——-F ZB-ZF _Z-F
RMB’000 RMB'000  RMB'000 RMB'000 ~RMB’000  RMB'000  RMB'000  RMB'000 ~ RMB000  RMB'000
ARETR ARETT ARETR ARETT AR%TR AR%TT ARETR ARETR ARETRT ARETR
Reportable segment  THREFHUA
revenue
Revenue from external RENSBEPLZ
customers WA 221,238 248,209 16,108 118,316 31,908 41,508 19,447 31,810 288,701 439,843
Inter-segment revenue AHEHEERA - 1 24 4,253 - - - - 24 4,254
221,238 248,210 16,132 122,569 31,908 41,508 19,447 31,810 288,725 444,097
Reportable segment THEIBER
loss
Adjusted loss LRRLEEBE
from operations (155,388) (242,075 = (57,632) (43,904) ~ (13,636) (66,937) (4,252) (3,499) ~ (230,908) (356,415
Interim Report 2012 —ZE — —F iR sE 35



Notes to the Unaudited Interim Financial Report

K AE TR R R MR

(Expressed in Renminbi)
(AARMEZIR)

3 Segment reporting (continued) 3 ZDEFHE @
(b) Reconciliations of reportable segment (b) TEESBIBRAREED
revenue and results HiR
Revenue I A

For the six months ended 30 June
HEANA=TRHIEANEAR

2012 2011
—E-—=F —T——%
RMB’000 RMB’000
AR® T AREFIT
Reportable segment revenue AT RS 2 FUA 288,725 444,097
Elimination of inter-segment revenue X $5& 5 ZBEIULA (24) (4,254)
Consolidated turnover A EERE 288,701 439,843
Results E
For the six months ended 30 June
HEXNA=+THIEAEA
2012 2011
—E——F —T——F
RMB’000 RMB'000
AR%T T ARET T
Reportable segment loss Al¥E S EEE (230,908) (356,419)
Elimination of inter-segment profits R o 2R A - (1,382)
Changes in fair value less costs to EMEERREBER
sell of biological assets HEKANE iR (558) 1,596
Other revenue HAb e 36 1,275
Other net losses Hib BB FE (1,618) (237)
Unallocated head office and corporate K7 # 7 44 5FEL N T
expenses 1TBRAY (12,177) (8,480)
Finance income B U A 882 14,348
Finance costs W%ER - (3,154)
Consolidated loss before taxation AHRBIAIEE (244,343) (352,449)
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Notes to the Unaudited Interim Financial Report

K AE TR R R MRS E E

(Expressed in Renminbi)
(AARMTIR)

3 Segment reporting (continued)

(c) Geographic information

3

DB ER A (&)

(c) HEEH

The following table sets out information about the
geographical location of () the Group’s revenue
from external customers and (ii) the Group’s fixed
assets, non-current portion of prepaid advertising
fee and biological assets (“specified non-current
assets”). The geographical location of customers is
based on the location at which the services were
provided or the goods delivered. The geographical
location of the specified non-current assets is based

TREFNONEAEBREIDE
P EY A R (i) A &R B A [ FE B
ERF—FRE IS TEN
BEEAREMEE ([HEED
MBEENHEER - &
B /BT TE M @ TH AR B 4R AR 75
KIRXNERNUEET - 15TE
RMIERBEEMNMIEMNE IR
BEEERAMEMNE (NBY

on the physical location of the asset, in the case of 2 HE RELREMEE)
property, plant and equipment and biological assets, RS EEBREUE (B3
and the location of the operation to which they are —FRIPBONBENEESE
allocated, in the case of the non-current portion of B)MmESE
prepaid advertising fee.
Revenues from Specified
external customers non-current assets
PYEEIE eSS0l N BEREREEE
For the six months ended
30 June At 30 June
HEANA=TAHIEAEAR RANA=+H
2012 2011 2012 2011
—E--F T IZE-=-F —T——F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTT ARBTR AREBTT
PRC (place of domicile) PR (REEM) 278,597 427,595 294,282 155,226
Hong Kong BE 6,805 7,591 1,796 2,966
Singapore s 1,119 709 - —
Malaysia B 428 — = —
Myanmar FaiK:)| - 442 - —
Thailand Z=E 1,752 2,602 - —
Australia B F I8 - 904 - —
10,104 12,248 1,796 2,966
288,701 439,843 296,078 158,192
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Notes to the Unaudited Interim Financial Report

K AE TR R R MR

(Expressed in Renminbi)

(AAREZR)

4  Turnover

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

Turnover represents the sales value of goods supplied
to customers. Turnover excludes value added taxes and
other sales taxes and is after deduction of any trade
discounts. The amount of each significant category of
revenue recognised in turnover during the respective
periods is as follows:

LXEH
AEEIERERAEALRESR
(DEEEREEER)NERE
EXBRABEREEQLS -

ERBREATPHENEMNEE
BE 2XBTEEEERNMEM
HEN - WE MR EMEEN -
EXEHAREXEPERNSH
ERBABROESEMNT :

For the six months ended 30 June
HEANA=TRHIEANEAR

2012 2011

—F-=F —

RMB’000 RMB’000

ARET ARBTFT

Hair-care products EEZER 221,238 248,209

Herbal tea products SERE M 16,108 118,316

Skin-care products EEESN 31,908 41,508
Other household and Hithzx A

personal care products EAEIEE R 19,447 31,810

288,701 439,843
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Notes to the Unaudited Interim Financial Report

K AE TR R R MRS E E

(Expressed in Renminbi)
(AANE®IR)

5 Loss before taxation 5 BRIMEBAER
Loss before taxation is arrived at after charging/crediting: BRAETSFAIEBEENR, sF AT
K217

For the six months ended 30 June

HEANA=+HIEAEA

2012 2011
ZB-CF —=——%
RMB’000 RMB’000
AR¥T T ARETFT
(a) Finance income and costs: (a) HHWAREA:
Finance income B R
Interest income on bank deposits IRITFERFBUA 767 7,216
Net foreign exchange gains JEH W F R 115 7,132
| Subtotal MR 882 ] 14,348
Finance costs %5 & A
,,,,,,,, Interest on bank borrowings ____ SRITEFME = (3154
Net finance income R3O 882 11,194
For the six months ended 30 June
BHENA=+THIANEA
2012 2011
—E--F —=——fF
RMB’000 RMB’000
ARETR ARET T
(b) Staff costs: (b) BIK:
Salaries, wages and other He IEBR
benefits HAb g F 121,525 109,274
Equity-settled share-based NigEmas BRI,
payment expenses (Note 13) SHER (H3E13) 1,167 1,705
Contributions to defined FEHBCRIRETE
contribution retirement plan = 4,359 3,045
127,051 114,024
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Notes to the Unaudited Interim Financial Report

K AE TR R R MR

(Expressed in Renminbi)

(AAREZR)

40

Loss before taxation (continued)

Staff costs included directors’ remuneration.

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

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

The Group has no other obligations for payment
of retirement and other post-retirement benefits of
employees other than the contribution described above.

BRFT 5 %i Bl &5 18 (&)
ETRABDEEEHS -

RETFEBBESSHRA LR -+
B8 A 7 2 B E 10 A &P P AR AL
B 5 E 1 BOR IR 48 A &t &) (R 51
g gt PENEBRARAKSE
EREEFELMNE T AN A&
EELER - T BRAHMPEE®D
BRREEXNZ2HBENRE -

AEBENAMEEEAERERR
bt B2 (RES
2l 1) - REBEEH L DTE S FEVED
REBRE AEENHEESHYA
AR R B A E B AR S5

R Lt 35 - REE S EHEAM S
18 B R R R H Al iR AR 1R 18 A 50
R

For the six months ended 30 June
HEANA=TRHIEXNEAR

2012 2011
—F-=F —
RMB’000 RMB’000
ARET R ARBTFT
(c) Other items: (c) HfhEAE:

Depreciation e 9,173 6,460
Auditors’ remuneration ZERN B & 300 300
Cost of inventories* FERA* 162,525 302,826

Provision/(reversal) of FHE RO RiZEE

impairment loss for bad HIEETE

and doubtful debts 2,994 (637)

Cost of inventories includes RMB24,717,000 and RMB17,368,000 for
the six months ended 30 June 2012 and 2011 respectively relating to
staff costs and depreciation, which amounts are also included in the
respective total amounts disclosed separately above or in Note 5(b) for
each of these types of expenses.

* FTERAGRERBEE_—_ZT——FK_-%

——FANA=ZtHIEARMAREEIAAR
RITEABORIE S BIA R 24,717,000
7T R AR #17,368,0007T * BEZKEINRE
FT A 3Tk Hi 5 5(0) @ Bl B ) B A X
@ o
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K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

6 Income tax expense/(credit)

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

Frie®ipe s (38 40)
A B 1825 % M RO TS B X/ (R
)4

For the six months ended 30 June

BESNA=THIEARMEA

2012 2011
—E-C—F —=——fF
RMB’000 RMB’000
ARETR ARETFT
Current tax — PRC income tax BUEABiE — PEFTEH
Over-provision in respect of A FELETIRBIEE
prior periods B - (509)
Current tax — Hong Kong BRI — BHEMEH
income tax
Over-provision in respect of A FE LRI
prior periods B - (3,942)
Deferred tax EAERIE
Reversal/(origination) of temporary TR EEARE, (BEL)
differences 82,605 (53,142)
Income tax expense/(credit) 8%, (&) 82,605 (57,593)

(@)

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

Bawang (Guangzhou) Co., Ltd. (“Bawang
Guangzhou”), a PRC subsidiary of the Group, is
subject to a unified income tax rate of 25%. The
PRC Corporate Income Tax Law allows enterprises
to apply for the certificates of “high and new
technology enterprise” (“HNTE”) which entitles the
qualified companies to the preferential income tax
rate of 15%. Bawang Guangzhou qualified as a
HNTE during the year ended 31 December 2009
and the qualification was valid for three vyears
from the year ended 31 December 2009 to 2011.
Bawang Guangzhou is currently in the process
of applying for the renewal of HNTE certificate. If
Bawang Guangzhou fails to qualify as an HNTE
during the year ending 31 December 2012, the
income tax rate for the year ending 31 December
2012 will be 25%.

@ RERSHEIREABRELES
MARA R RO REEBAM
MHREBEEMRBRIESHN
ERAAEH -

b) XEEMNFBRNBARTEE
(BEM)BRARUHEEE
M) & — & P15 B R
25% o B {b MG E R FT
rERFIEHRMEEI(TS
TRMEE]BE  EBSZE
REEERAZZ15%HESR
HE - ZFEIEMREE_ZTZ
NFE+-_A=+—BLFER
WREABTHRNLE  ZE&
BR_EENFE_T——F
—FRBER -BFBLEMBAILE
ERRREESHBEMEXS
WHIBEER - IR FE T EIMEE
E-T——-F+=-H=1+—H
FEFEERNLEKRNERSSH
RTEEER  AZARZE
——FRHERAMNEER25% °
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K AE TR R R MR

(Expressed in Renminbi)

(AAREZR)

6

42

Income tax expense/(credit) (continued)

(©

Bawang (China) Beverage Co., Ltd. (“Bawang
Beverage”) and Bawang (China) Herbal Co., Ltd.
(“Bawang Herbal”), PRC subsidiaries of the Group,
are subject to an income tax rate of 25%.

Pursuant to the Implementation Rules of the CIT
Law, overseas investors to foreign investment
companies (“FIE”) shall be liable for withholding
income tax at 10% on the dividend derived from
the profits of PRC subsidiaries with effect from 1
January 2008, unless the tax rate is reduced by
treaty. Pursuant to the Sino-Hong Kong Double
Tax Arrangements, the investor established in Hong
Kong which is the beneficiary owner holding not
less than 25% of the equity interests of its PRC
subsidiaries can enjoy a reduced withholding tax
rate of 5% on the dividend received from its PRC
subsidiaries. The Group did not make provision of
withholding income tax for the six months ended
30 June 2012 since the PRC subsidiaries, Bawang
Guangzhou, Bawang Beverage and Bawang Herbal,
incurred losses during the interim period.

The applicable income tax rate is 16.5%, for the
subsidiaries in Hong Kong, i.e. Hong Kong Bawang
International Trading Limited (“Bawang Trading”),
Bawang International Investments Limited (“Bawang
Investments”) and Bawang International Group
Holding (HK) Limited (“Bawang Hong Kong”).

As of 31 December 2011, deferred tax assets
were recognised by Bawang Guangzhou in relation
to certain deductible temporary differences and
cumulative tax losses, which will expire in five
years from the year in which the losses originated.
During the six months ended 30 June 2012, such
deferred tax assets were reversed as management
determines that there is no convincing evidence
that sufficient taxable profit will be available against
which the deductible temporary differences and
unused tax losses can be utilised.

6 FIEHEXX (EM) @

(c)

AEBZHEWBEARE L
(FBR) BB BRAR ([FEIERK
BDEBE(FE)PEEFR
AE([BEPEE|)EAMSB
K B25% °

BB EFEBEEBEH -
BE-_ZZN\F—A—B& K
IEERLRIETE I ERE
PE(INERE]) BIMNEE
EHAB KA BB QR
B R B 10%TE AT 58T o
B A% A 3 ER & 7 B 00 B8 S R
ZHE  RBEBK IR EE I
REBTEHEQATNER
5% B BZEMMEA 8
AZZREETBEMNE QAL
BB EER BN K5% °
MAFPENERAR(BIEET

B BERHRBETE
)1 A - A

REBEE_T——F~A=+H
1E75 18 B HAR I 08 A 5T iR FE 4
FT1S 7 ©

EABIHBEE S BRA A
(TEXTES])  HBTEBRKREKE
ERAR(BEEREDRBE
B SEBIER (BB BRAF
(THEXTFBD HEBRBEZ
TEBAR  HERAMEHHE
5316.5% °

RZE——F+=ZRA=+—
B HFXEMNBATEMEET
ZERBRARKAF AR B
REBBEBERR T EEMS
REE MNEBEE_T——F5X
A=Z+HIENEA M - R
EEERRBLABUNBREER
BA R SR AR AT RE EE £ R SO M FE 7R
FI0E AR LA 40 53 L A] K 30 A
MHERERZRFHEER - T
FUEERMEREES 2 H -
@o
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K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

7 Loss per share

(a) Basic loss per share

The calculation of basic loss per share is based on
the loss attributable to ordinary equity shareholders
of the Company for the six months ended 30 June
2012 of RMB326,948,000 (loss for six months
ended 30 June 2011: RMB294,856,000) and the
weighted average of 2,909,395,720 ordinary shares
(six months ended 30 June 2011: 2,907,820,720
ordinary shares) in issue during the interim period.

(b) Diluted loss per share

The calculation of diluted loss per share for the
six months ended 30 June 2012 and 2011 does
not assume the exercise of the Company’s share
options as the effect is anti-dilutive.

7 BREE

(a)

(b)

BREFER

BEREABBEDIREEZE =
T ——_FRNA=+HIRN
@ A 8 M A RA 7T EARE
EREARLBEBEBARY
326,948,000 L (B E-F ——
FRNA=ZTHILEAEAEE :
A R #294,856,0007T) * M HA
B BT BRI T H
2,909,395, 720f% st E (H = —
E——F R NA=Z+HIEANE
A 2,907,820, 7200 E@A%) o

SREEER
HRARAINERERLS R#E
BRI EHEBRE=Z
—ZFRZFE——FXA=T
B/ E A R EREEES
B WEREARADFBREN
ITHE -
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K AE TR R R MR

(Expressed in Renminbi)
(AARMEZIR)

8 Property, plant and equipment

8 W% BEKRE

Office
Leasehold Motor equipment Display Construction
Buildings Machinery improvement vehicles and others furniture in progress Total
LERE PAE
EE HeE BRXH ERTIR REREE  RERI HEIR Foh
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT ARETr AR%ETR ARETR
Cost: A
At 1 January 2012 RZE-—F5-A-H 6,371 49,868 - 14,273 25,592 19,721 109,273 225,098
Additions AE - 315 - 90 180 49 113,249 113,883
Transfer from construction ERIREA
in progress 207 11,472 12,835 - 668 - (25,182) -
Disposals e - - - - (95) - - (95)
Mt ROBTARASTR 65T 1SS 1285 M3 Y5 1970 190 3a8p%
Accumulated depreciation:  R3ti7E
At 1 January 2012 RZE-—5-f-H (348) (17,374) - (9,152) (9,580) (4,089) - (40,543)
Charge for the period BmEiR (144) 2,511) (101) (1,215) (2,165) (3,037) - 9,179)
Written back on disposals HEREE - - - - 67 - - 67
 MOne2012 REZ-ZFAAZTE (492 __(19ges)  __(lon) (0367 (11678 (128 O s
Provision for impairment HEEE
At 1 January 2012 RZE-—5-f-H - - - - - - - -
Charge for the period BRER - (1,668) - - (26) - - (1,694)
| A0dne22 REB-FAAZTR T ey T R L B T S (1,694
Carrying amount: REE:
At 1 January 2012 RZE-—£-f-H 6,023 32,494 - 5,121 16,012 15,632 109,273 184,555
At 30 June 2012 RZE——&:A=1H 6,086 40,102 12,734 3,996 14,641 12,644 197,340 287,543
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K AE TR R R MRS E E

(Expressed in Renminbi)
(AANE®IR)

9 Inventories

(@ Inventories in the balance sheet comprise:

e

FE

@ REEENFERSR:

At 30 June At 31 December

2012 2011

R-E——F RZE—F

ANA=1H +=—A=+—H

RMB’000 RMB’000

ARET R AR#EFT

Raw materials FEMm 11,008 17,425
Work in progress P 5,649 5,813
Finished goods IR i 45,938 59,157
Packing materials BEYE 21,269 25,741
Others Hith 3,624 4,023
87,488 112,159

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

follows:

(b) EffABRITEREERNTT

ET8D

SATENR

For the six months ended 30 June

BEARA=TBIENEA

2012 2011

—E——fF ZE——fF

RMB’000 RMB’000

ARETT AREBFT

Carrying amount of inventories sold EEFEEREEE 172,419 228,289
Write down of inventories AR TR EER 44,816 85,348
Reversal of write-down of inventories R [E17F & X B XERE (54,710) (10,811)
162,525 302,826
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K AE TR R R MR

(Expressed in Renminbi)
(AARMEZIR)

10 Trade and other receivables 10 EZREMEKRRE
At 30 June At 31 December
2012 2011
R-B—Z=F RZT——%F
~HA=+H +=—A=+—8”
RMB’000 RMB’000
ARET AREFT
Trade debtors and bills receivable B 5 FEWGRIE K FE IR 134,807 150,387
Less: allowance for doubtful debts W REREME (BIFE10(0)
(Note 10(b)) (6,511) (3,517)
128,296 146,870
Prepayment for purchase BEE RMEEN A
of raw materials 4,800 2,112
Prepayment for purchase BEETEEEENMNNE
of fixed assets 1,345 26,944
Prepaid advertising fee BRNEEER 50,361 71,699
Other receivables H A EU SR IE 12,213 10,347
197,015 257,972
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K AE TR R R MRS E E

(Expressed in Renminbi)
(AARMTIR)

10 Trade and other receivables (continued)

The credit terms granted by the Group to customers
generally range from 30 days to 90 days. Generally, all
of the trade and other receivables are expected to be
recovered within one year.

(@ An ageing analysis of trade debtors and bills
receivable by due date is as follows:

10 & 5 & H b B WK IE ()

AREBRTEFNERHE—KRNY
FI0HZEQQH - —fRM=E  ABEE

5 N E A FE R

@ o

JHE BN —F AW

(@) REBEEDITEE SR WFKIA
FEREREBERESTAT ¢

At 30 June At 31 December
2012 2011
R-B—Z=F RZZT——%
AHA=1H +=—A=+—H
RMB’000 RMB’000
ARETR AREFT
Current iD=t 84,380 111,636
Less than 3 months past due #E D RRGE A 36,501 31,000
More than 3 months but less than BEAZ 3E A
6 months past due L H61E A 7,611 3,618
More than 6 months but less than mEIZ R6fE AR
12 months past due DM 21 A 4,341 3,529
More than 12 months past due wHEIZ 1218 A 1,974 604
134,807 150,387
Less: impairment loss for B RERBEEE
doubtful debts (6,511) (8,517)
128,296 146,870

(b) The movement in the allowance for impairment in

b) BHEZRUFBEXNRERE

respect of trade debtors is as follows: BEWMT

At 30 June At 31 December

2012 2011

R=B—=fF R-T——%

ANA=1+H +=ZA=+—8H

RMB’000 RMB’000

ARET R ARETT

Balance at 1 January R—A—Bm#E#H 3,517 1,792

Impairment loss recognised BERERRERE 2,994 1,725

Balance at 30 June/31 December 1 A7aV; = =

+Z-A=+—H

HYAEER 6,511 3,517
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K AE TR R R MR

(Expressed in Renminbi)
(AARMEZIR)

11 Cash and cash equivalents

11 BERESZEY

At 30 June At 31 December

2012 2011

R-B——fF RNZE——%F

~NB=+8 +=—A=+—H

RMB’000 RMB’000

AR® T ARETIT

Cash at bank and in hand HRITHER LI ® 320,357 602,672
12 Trade and other payables 12 BEZRHEMENSRKE

At 30 June At 31 December

2012 2011

R-ZE——F RZE—F

ANBE=1+H +=—A=+—H

RMB’000 RMB’000

AR® T ARBTIT

Trade payables =) ANE e 43,057 65,341

Receipts in advance TEUGRIE 19,319 30,530

Promotion fee payable FEfTHEEE A 29,628 20,946

Accrued payroll ENTIE 16,989 27,390

Other payables and accruals Hfth E 5118 R EET B A 76,469 57,618

185,462 201,825

48

The credit period granted by the suppliers ranges from 30

HEEEE THERHN FIEE

days to 90 days. 90H -
Included in trade and other payables are trade creditors BEoRHEMENREBEFEENES
with the following ageing analysis of the balance sheet ERNRIE REEBRINBAB ST
date: MERE AT
At 30 June At 31 December
2012 2011
R-B—Z=F RZZE——%F
RNA=TH +=—A=+—H
RMB’000 RMB’000
AR¥T T AREBTFT
Due within 1 month or on demand 118 A A BBk i@ A g 36,211 56,514
Due after 1 month but within 3 months  11& A & {231 A R 57 6,846 8,827
43,057 65,341
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K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

T

13 Equity settled share-based transactions 13 U R EE WK 0 X {4

A

Xt
N

(a) Pre-IPO Share Option Scheme (a) B R BA S A RS B 5t

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

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

1)

ExeRn _ZTENF+_H
THEMEFT XA AHAEEAE
RiEE - RZEZEAENA
NB KRR BGHEHEERE
RN B E A AR A 5 8l W
EF SREEEKERE
BEREETERAREER
BRE TELHSFERER
FTARAMBEERESG L&
4,200,000 fg " & & iR 17 - BA
RAOZ SR EEEBEMEER
B2 4 ££10,332,000 0% A& 2 7] i
MDEIRER - IRBARRQFIEEE
RmABHETHG - BR
AHAZEERBRETSIIETH
ERERH{ITEEAEEMEO
BT (AATELLS - EPBEEM
ZEE)H119B T RS
HBEETHEE2.38B TITE
50% (38 ATELLFI) - IRIZH X
AREEABRESEREN
BERENTESFHRH
IWEBRH —FERF AT
EERENEAR-_T—LEN
ANBRI{THE -

ROBREARBRGNAALE
E2ERLBRENAAEE
AR -BRUBRENAAEBE
TER - BB LG - BikE
MENFHREZELNGE
28 -
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(Expressed in Renminbi)

(AAREZR)

13 Equity settled share-based transactions

50

1BURBmEENRG XM

(continued) X5 @)
(a) Pre-IPO Share Option Scheme (continued) (a) B R 2 BA S A RS B 4 5t
Bl (&)
Fair value of share options and assumptions BEEAAEERMEE
Weighted average fair value RETEBHMETHEAAEE (BT) 2.0
at measurement date (HK$)

Share price (HK$) RE (Bx) 2.268
Exercise price (HK$) 7EE ) 0.1 0r1.134
Expected volatility TEHRK 18 52.8%
Option life (in years) RS (F) 10
Expected dividends TEHEAR B 0%
Risk-free interest rate A 1 e ) 2R 2.84%

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

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

During the six months ended 30 June 2012,
equity-settled share-based payment expenses in
respect of these Pre-IPO share options amounting
to RMB1,128,000 (six months ended 30 June
2011: RMBH1,705,000) were recognised in the
consolidated income statement.

BEROREDREEAREEEN+
REPTRBERRBEETFHER
HEMELmAEMZE(RAERRE
F)NBEFHEBREREETE - &
AR E ZA;BEEEIEJET’EtHE’JK%{E
it TERERRRNUNEAEHAD
REE/RFAEEREE -

REIRS SR T BB GRS - 5t
EREXNRENRETEHENAA
BER  XAREBEZEN - mHR
WUER IR T R AR HE 3 A R 5E

REE-_ZT——FA=+HILAN
@A EREHEBERRPERNI
BEEENROI TR S
AR¥A1128,000c(BE T ——
FRA=Z1THIEAMEA : AR
1,705,0007T ) °
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K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

13 Equity settled share-based transactions
(continued)

(b) Share Option scheme

The sole shareholders of the Company approved
and adopted the Share Option Scheme on 20 May
2009.

)

On 26 July 2011, the Company conditionally
granted certain share options to two
employees under this Share Option Scheme.
The exercise of these share options would
entitle the two employees to subscribe for
an aggregate of 1,380,000 shares of the
Company. According to the grant letters
signed by the Company and the beneficial
individuals, the exercise price under the Share
Option Scheme is at HK$1.31 per share.
Each option granted under the Share Option
Scheme has a vesting period of one to five
years, commencing from the date of joining the
Group of the two employees and the options
are exercisable until 26 July 2021. Among
these 1,380,000 options, 920,000 options
were forfeited in 2011, while the remaining
460,000 options were forfeited during the six
months ended 30 June 2012.

On 7 February 2012, the Company
conditionally granted certain share options
to an employee under this Share Option
Scheme. The exercise of these share options
would entitle the employee to subscribe for
an aggregate of 1,500,000 shares of the
Company. According to the grant letter signed
by the Company and the beneficial individual,
the exercise price is at HK$1.00 per share.
Each option granted has a vesting period of
one to five years, commencing from the date
of joining the Group of the employee and the
options are exercisable until 7 February 2022.

13 L1

X5

mAEENRG A

)

(b) R BS: 4 &t &
ARAR—BER-BENF
T A=+ B R T LA
BT B -

)

R=_ZT—FtA=+~
A - A2 R A GG RIE
BlRETEImmAEE K
TETHEARE - 1Tt
BlRER TZMAEER
B& & 1,380,000 % Z& 2
AP KIBER] o IBIBEBARA
RIESEXHE AR
T - BRESTETH
SRR HITEER1.318
7T o IRIBEARERT BT N
NEDERENTTESS
HEmZMAaEESSE
EAZABR—FZ2A
F - ABRENERS
E-_—FtHAZ+/<HA
77 1# © 1,380,000 A% B& A%
# /- 920,000 A% BE A% #E
ER T ——FELE
FiE - HE_T——F N
A=+H1& /<6 A H
- % £ 79 460,000 A% B8
PR B BRI T -

RZE—=—F=-Ht
B ' AAA A G RE
Bk ER—RES
BTaETHERE 171t
EERkER TZRES
2 B 4 41,500,000 A% 7
RNAEIR DB RER] o BRIFEA
NAEZm AR RIR
T ARSI T A
FRRERMHITEE A1.00%8
TC o B EBARENITRES
FHAERZAREEXAS
EEAzHEBF—FE2H
F-FABRELNEAERS
T —_F - HA+HAITT
f# o
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(Expressed in Renminbi)

(AAREZR)

13 Equity settled share-based transactions

(continued)

(b) Share Option scheme (continued)
i)

(continued)

The fair value of services received
share options granted is measured

to the fair value of share options granted. The
estimate of the fair value of the share options

granted is measured based on

model. The contractual life of the share option is

used as an input into this model.

Fair value of share

assumptions

Weighted average fair value
at measurement date (HK$)

Share price (HKS)

Exercise price (HK$)

Expected volatility

Option life (in years)

Expected dividends

Risk-free interest rate

options

Report

1BURBmEENRG XM
5 (&)

(b) FEBXHERTEI (&)
iy (#&)

BB R BRSO 2
REBEZ2ERLBEREN

in return for
by reference

ARBEFE - BHER
HEE 2 St BB TSR =8

BEES - BIRENS L
FHREZRENGTES
£ o

a binomial

HMREAABEEREBE

and

REtERMEFILAEE (BT

0.520
& (BT) 1.00
TEE (BT) 1.00
TEERR bR 50.03%
BAESE (F) 10
SELEE 95N 0%
[ B 1) == 1.34%

The expected volatility

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

share option grants.

52

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

AR IR T IR R AR E
HENTHETRRIER
RIEBBER L AEBE
TEIEBELTHBAZ
%W@Eiﬁiﬁﬁﬁ#
E o BERERTIAE

Fﬁﬁ%?&ﬁ# Iﬁ

SEICE GRS Rl PN
AFEH?EEK%L

R RR T REAREDN
Rt - SHEEX IR
RETHEHENAAREE
B - 3R BRAIRME - ™
SN BRAR T R A A
iped
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K AE TR R R MRS E E

(Expressed in Renminbi)
(AARMTIR)

13 Equity settled share-based transactions 13

(continued)

(b) Share Option scheme (continued)

ii) (continued)

érﬁ:ﬁ EE R A

5 (4
(b) RERRMERTE (&)
i (#&)
REBE_ZE——_FHA

During the six months ended 30 June 2012,
equity-settled share-based payment expenses
in respect of these share options amounting
to RMB39,000 (six months ended 30 June
2011: nil) were recognised in the consolidated
income statement.

14 Capital, reserves and dividends

(a) Share capital

Details of share capital are as follows:

=+HIEAREAR - BERAE
PHEERPERO AR
BENBROIHHRAXS
%8 & A R 39,0007t (B
E-_FE——F,NA=1+H
WEREA - AROTT)

14 BRA& - EERERE

(a) Bx&F

BAFEBWT -

No. of shares Nominal value

gk =] HE
('000) RMB’000
(F) AREFT
Authorised: JEIE
Ordinary shares of HK$0.1 each N-ZE——F,XA
at 30 June 2012 and =t+HERZZ—F
31 December 2011 +=-—A=+—H
FR%0.178 7T
2 BB 10,000,000 880,500
Ordinary shares of HK$0.1 each BRIOIRBEER
issued and fully paid: 01BTZ2EBR
At 30 June 2012 and RZZE—ZFXA
31 December 2011 =t+HERZZ—F
+=-—A=+—H 2,909,396 256,511
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K AE TR R R MR

(Expressed in Renminbi)

(AAREZR)

14 Capital, reserves and dividends (continued)

54

(b)

(c)

(d)

Share premium

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

Capital reserve

The capital reserve represents the portion of the
grant date fair value of unexercised share options
granted to employees of the Company that has
been recognised in accordance with the accounting
policy adopted in the 2011 annual financial
statements.

PRC statutory reserves

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

Bawang Guangzhou, Bawang Beverage and
Bawang Herbal, 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.

14 BRA - REERBRE @

(b)

(c)

(d)

Bx & & R

AR R B B4 (B B B 8 A 2 B
EREREVERER R
g -BRIFREEZRMNREHN
HER - RRRIBRENEER
FEBHIAPNES - TRIAX
NANF B RAE B R AR R

DRSS e

BAfm

By ARrlEENERERT
EHER D - FERE T H B
ARBEERR-_Z——FFE
B RRARAO ST BRR
BARERTER -

B % TE i e

PR ERMEIRER BT
5B R AR 51 DA B 7K 62 [ A
MEBARBERERMNARER
RY -BENHRCEBIE
MESZEHE ©

BIEMN BIKHARBT
RER TR T BEKHINE
BELE  HEARRETEES
RAIRR D EEEEN AR
110% (58 # DA £ F E B &5 18
RIZE—REERE BEER
wEpEIPERRERZE
BN ARERMATENZMER
H50% /3 1E ~ B =% ER
KA A A D IR S AT #E
17 °
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K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

14 Capital, reserves and dividends (continued)

(d)

(e)

()

PRC statutory reserves (continued)

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

Merger reserve

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

Translation reserve

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

14 BRA - RERBRE @

(d)

(e)

()

hEEERMm(E)
—MREERBAIRIERBIAT
FENEEB(A) TSR
RREZFEE AN AARE
BALMEEEITHR - B
ERREBEERBRA M
ERETENERTB LR
it & A#925% o

B e

R_EE+F+-_A=+A8H"
AR 2ENBRAIFEEERS
LA [R] &5 18 #& Uk B8 12,500,000
THBEBTEMNEEEE(Z AT
HIERRRER K —RQ A
B) o Bt T T EMA R A
Wi BMERNELEZHES
GHEE -

E R & 0

X R EnE P ESEINE
B2 BRRMELN 2 EE
AER -
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K AE TR R R MR

(Expressed in Renminbi)
(AARMEZIR)

15 Commitments 15 H&IE
(a) Capital commitments outstanding at 30 June 2012 (@ R-E——FANA=Z+HILE
not provided for in the financial statements were as SRR P R & AR E
follows: LU

At 30 June At 31 December

2012 2011

R=Z—Z=F RZT——%

AA=tE  t+-A=t-H

RMB’000 RMB’000

ARET T ARBTT

Contracted for B4 39,069 56,945

Authorised but not contracted for EREmARELD 10 97
(o) At 30 June 2012, the Group’s total future minimum b) R=ZZE—=—F~A=+H =&
lease payments under non-cancellable operating EETARELCEHERMND

leases are payable as follows: RRFEHESBBOT -

At 30 June At 31 December

2012 2011
R=ZB—=F W_E——%
~A=T1H +=—A=+—H
RMB’000 RMB’000
ARET R ARBT T
Leases expiring: THAR T EARESIH -
Within 1 year 1F R 5,770 4,648
Between 1 and 2 years 1224 4,171 4,318
Between 2 and 3 years 2&E3F 2,158 2,293
Between 3 and 6 years 3E64F 2,960 328
Over 6 years 6F A E 1,531 1,585
Total 45T 16,590 13,172
The significant leasing arrangements under KEHEBRTHWEEHERH
operating leases include the lease of the production B FE B T 5 16(a)(i)AY A B N
premises and office from Guangzhou Bawang FXtmBERARERANE
Cosmetics Co., Ltd. as set out in Note 16(a)(). ERERPEAE -
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K AE TR R R MRS E E

(Expressed in Renminbi)

(AAREZIR)

16 Material related party transactions

During the six months ended 30 June 2012, the directors
are of the view that related parties of the Group include
the following individuals/companies:

Name of related party

BB S BB

Mr CHEN Qiyuan
BREUR S £

Ms WAN Yuhua
BEREZLT

Guangzhou Qiancai Packaging
Materials Co., Ltd.
BINTERBEMEBERAR

Guangzhou Chenming Paper
Products Company Limited
BN ERELERAR

Guangzhou Bawang Cosmetics Co., Ltd.
(“Guangzhou Bawang”)
BMBEEHBERAR ( [BEMNEE] )

Guangzhou Bawang International Hotel Co., Ltd.
(“Bawang Hotel”)
BNBEBRRAOEEERAR ( [FERBME] )

16 EXEBAEXS

BE-—T-—&XA=+HIAMHE
A EERASEENEY TS
AFAL/ AT :

Relationship with the Group
B 55 B Y BA R

Controlling Shareholder
PERRRAR R

Controlling Shareholder
PERRAR R

Under the control of Controlling Shareholders’
close family member

AER A R B RE YR R EERK B 42 I

Under the control of Controlling Shareholders’
close family member

SAERA R B R Y H R EERK B 42 )

Effectively 100% owned by the
Controlling Shareholders

AR R 100% B MR

Effectively 100% owned by the
Controlling Shareholders

AR R 100% B MR
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K AE TR R R MR

(Expressed in Renminbi)

(AAREZR)

16 Material related party transactions

58

(continued)

(a) Transactions with related parties

() Production premises and office lease
agreements

On 21 January 2011, Bawang
Guangzhou and Guangzhou Bawang
entered into a production premise and
office lease agreement, pursuant to
which Bawang Guangzhou leased from
Guangzhou Bawang the production
premise and office building with a total
floor area of 16,735 square metres. The
term of the lease under the agreement
is 3 years with a fixed monthly rental
payable of RMB184,083, commencing
from 4 December 2010.

On 1 January 2011, Bawang Herbal and
Guangzhou Bawang entered into an
office premise lease agreement, pursuant
to which Bawang Herbal leased from
Guangzhou Bawang the office premise
with a total floor area of 300 square
metres at nil consideration. The term
of the lease under the agreement is 20
years commencing from 1 January 2011.

16 EXRBEBAIRS (®

(a) ERMBATHRH

(i) SERERMWLOENASR

1 &

— BIEBEMEREMTE
FRZZT——F—
AZ+—BEIiL4&E
EBREEHAE
MEWH=Z Bt
FTEMMEME
FTHAREEEDE
16,735 77 K B &£
ERERBRAEE
FokHBEETH
MR -_T—TF
+ - AMWA®’E
»™BH=ZF 8
AENEEE2 B
AR #184,0837C °

— BEREZHEHBEEN
FIR T ——F
— A — B &l 3
NEREHRE B
b BERE LM
& M % T A A 300
ERHANBPARE
HEeART - tHE
EHTMHBE -F
——F—A—Hi#e
R REIZF -
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K AE TR R R MRS E E

(Expressed in Renminbi)
(AANE®IR)

16 Material related party transactions
(continued)

(a) Transactions with related parties

(continued)

() Production premises and office lease
agreements (continued)
On 28 December 2011, Bawang
Guangzhou and Guangzhou Bawang
entered into an office premise lease
agreement, pursuant to which Bawang
Guangzhou leased from Guangzhou
Bawang the office premise with a total
floor area of 4,916 square metres. The
term of the lease under the agreement
is 3 years with a fixed monthly rental
payable of RMB182,000 commencing
from 1 January 2012.

Purchase of raw materials from related
parties

(i)

16 ERBEBHAIRS (®

(a) REABFTHORR (E)

SERERBAEZEHER
s (E)

— BIEBEMEREMNT
EFR_ZF——F
+=—A =+ N\H
I AEHE W
w OBE - BIE
M ) B N B A A
4,916F F oKW B A
= o lHBEIETH
MR -—ZT——F
—A—BELE®
EH=F SAE
NEEEEAAR
#182,0007T °

(M)

(i) ARABESBEEREAH

For the six months ended 30 June
HESNA=+HIERER

2012 2011
—E——F —E——F
RMB’000 RMB’000
AR%T T ARETT

Guangzhou Qiancai Packaging BN TER

Materials Co., Ltd. R
BRAF] - 690

Guangzhou Chenming Paper Products /N 2R

Company Limited BRAA] 3,281 4,254
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K AE TR R R MR

(Expressed in Renminbi)
(AARMEZIR)

16 Material related party transactions
(continued)

(a) Transactions with related parties
(continued)

(iii) Utilities expenses paid on behalf of the

16 EXEBAER S @)

(a) REABFTHOES(FE)

(ili) REKEZFHKER

Group
For the six months ended 30 June

BEANA=THIEREAR
2012 2011
—E——F —E——F
RMB’000 RMB’000
ARET R AREFT
Guangzhou Bawang BINTETE 2,543 1,613

(iv) Meeting and catering services provided
by related party

(ivi HEB A REHDERER
BB
For the six months ended 30 June
HENA=Z+HIEANEA

2012 2011

—E-—CF —E——4F

RMB’000 RMB’000

ARBTT ARETT

Bawang Hotel FTARBIE 1,004 2,242
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K AE TR R R MRS E E

(Expressed in Renminbi)
(AARMTIR)

16 ERBEBHAIRS (®

16 Material related party transactions
(continued)

(b) 52 BH Bi 75 BY #5 %
REFEER - NEEEERH

(b) Balances with related parties

As at the respective balance sheet dates, the Group

had the following balances with related parties: B INT ¢
() Trade and other payables (i) BEIREMEFMNKRIE
At 30 June At 31 December
2012 2011
R-B——F RNZE——%F
AA=t+A +ZA=+—H
RMB’000 RMB’000
AR®T ARBEFT
Non-trade related FEZHEA
Guangzhou Bawang BMNFEE 815 553
Bawang Hotel HFEXNBIE 1,371 1,673
Trade related EHEFHEA
Guangzhou Qiancai Packaging BEMmEReE
Materials Co., Ltd. MEAR AR — 17
Guangzhou Chenming BN B4R
Paper Products Company Limited BRAA] 755 1,487
Total 5t 2,941 3,730

The above non-trade related balances are
unsecured, interest free and have no fixed
terms of repayment. As at 30 June 2012,
the balance due to Guangzhou Bawang
mainly represented the rental payable for
the production premise and office building
provided by Guangzhou Bawang for June
2012 and the utility expenses paid by
Guangzhou Bawang on behalf of the Group.
The balance due to Bawang Hotel mainly
represented the payable for meeting and
catering services rendered by Bawang Hotel.

FERIEE ZFEENER
AEER 22 HEET
BRH N -T——FX
A=+H8 ENENEE
WEBRETER-_T—ZF
NAXEBEBEESH
mMENENBEEINHEES
MEMENBELINKE
B -ENBERBENLE
HREEAENBLTANBEE
IEERERRBEE -
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K AE TR R R MR

(Expressed in Renminbi)
(AARMEZIR)

16 Material related party transactions

62

(continued)

(c) Key management personnel
compensation

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

Remuneration for key management personnel of the
Group is as follows:

16 EXRBEBAIRS (®

(c) EXEBEBARHH

TEEBEABRRELHER
NEOBIARBERE - 55
MEZRXEREFARELS
MAL BREAKENES -

AEETZEEABHNFBN

o

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

2012 2011

—E——fF —E=——%F

RMB’000 RMB’000

AR® T AREFT

Short-term employee benefits EHREEF 5,748 3,138
Contribution to defined contribution FERTERRET B 245 72

retirement plans HR

Equity compensation benefits &1 241 1@ ) 934 876
Total et 6,927 4,086

Total remuneration is included in “staff costs” (See
Note 5(b)).

FE@BEA AIEIRAI(R

Bt 5E5(0)) °
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Review report to the board of directors of
BaWang International (Group) Holding Limited
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial report set out on pages
25 to 62, which comprises the consolidated balance sheet
of BaWang International (Group) Holding Limited as of 30
June 2012 and the related consolidated income statement,
statement of comprehensive income and statement of changes
in equity and condensed consolidated statement of cash flows
for the six-month period then ended and explanatory notes.
The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of an
interim financial report to be in compliance with the relevant
provisions thereof and International Accounting Standard
34, Interim financial reporting, issued by the International
Accounting Standards Board. The directors are responsible for
the preparation and presentation of the interim financial report
in accordance with International Accounting Standard 34.

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

HBIER(RE)ERARQAAESS
ZERRE
(RAESHSEMELHRLA])

5l=E

BRMEBREIERFBLEEZFEHEH T
B RS (5= B) 2= f% A BR & &) & FF B B 75 R
RPN BERERER2E—ZF
ANA=ZTHMEHEEREREBEZ
HBIENEABRENEHEBEER  &HE
Gl EEK AHEZEHRMEHEE G
RERERUARWTMHE - BREC(ES
MAXSMBRARTNIZ S EHHL)
FTRARMEAERE ETMRANFHEBR
EMBIE 20 E B g8 ma(BE R
S EB)FMFRP M ERE IR
ERBEPHVBRE - EFEAERE
(EBR 2R )E345 R B K& 5 R+ H
B HRs -

B BT RRERMOEN L B
BREELEm - LIRBEFIETT AT B
ENREKRSR ERE2BEFSRE -
BRIEASN - RIS EE Al AEE M
R - BAB IR EARESHANE - Y
EREMATBERAELRZRL -
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Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention
that causes us to believe that the interim financial report as
at 30 June 2012 is not prepared, in all material respects, in
accordance with International Accounting Standard 34, Interim
financial reporting.

KPMG

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

Central, Hong Kong

28 August 2012

EHEE
BMEREESCMASEMHOCES
EHTIEERF 24105 BB B ILZ
PR BERNERN ] #ETER -
M BREEN IERETIERA R
MBETEENABAMB  LEEDT
MEMEHNEF BHREBHNEEERR
RB(EBZEBEADETEZNEE S
N TN RERBRMEFEINEERZ
PRt EWRBENMAEASE - Bt
BT eRRTIMNEZER -

TYN
,%l:l afg

REHRMPNEEI I HMALREEIE
AEMER ERMAEER_FT—=F
NA=ZTENHHRBREEMBEEAXN
7R A R RCE R g 5t £ R F 345
[P HERE MR ERE

EEREMHERA
HE DA
BEPIR
HEFT B 1055
KFKRESE

—E——®#ANA=-+/\H
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Other Information

H & B

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

As at 30 June 2012, the Directors and chief executive of the
Company had the following interests and short positions in the
shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (Cap. 571 of the
Laws of Hong Kong) (the “SFQO”), which were required (a) to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they had taken or deemed to have under
such provisions of the SFO); or (b) to be and were entered
into the register that was required to be kept by the Company
pursuant to section 352 of the SFO; or (c) as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”):

Long Positions in shares, underlying shares and
debentures of the Company

BE)([EHFRIPEKRD ) EXVIBHRE)
WG HEBRNRESZS  BH
@BIEFES R E KO SEXVBHETRES
DEMOBMEANEG AR A KRR
AR (BRESEREEFRBEK
Pl Sl E M RERENERS R
wrAE) - (D)HIBREEFH R B E 5 H 5352
BRERBLZRARAFTFENELH
REH S RAR  CIBE EMETA
EEHRTELRHMZES A ([1ZE2ST
A NREEMEARARB REBB LAY
EERAEWMT :

R & 2T R E 48R E e B 048
MEMhZER

Approximate
percentage of
the Company’s
total issued
share capital

Number of EELAFZH
Name of director Nature of interest shares ERTERFZ
EERB EaHH"E Kin&H Bl
CHEN Qiyuan Corporate (Note 1) 1,900,840,000 (L) 65.33%
BERBSR A (fFFET)
WAN Yuhua Corporate (Note 2) 1,900,840,000 (L) 65.33%
BERE A A (M EE2)
SHEN Xiaodi Personal (Note 3) 2,100,000 (L) 0.07%
N 18 A (B 7E3)
WONG Sin Yung Personal (Note 3) 2,100,000 (L) 0.07%
=ER & A (K 5E3)

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

L—#& S—%E
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Notes:

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

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

3. Including 1,260,000 shares and 945,000 shares, which would be allotted and
issued to SHEN Xiaodi and WONG Sin Yung respectively upon the exercise
in full of the share options granted to the relevant director 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.

Other than as disclosed above, as at 30 June 2012, so far as
known to any Directors or chief executive of the Company,
neither the Directors nor the chief executive of the Company,
had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of SFO) which
were required (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they had taken
or deemed to have under such provisions of the SFO); or (b) to
be and were entered into in the register that was required to
be kept by the Company pursuant to Section 352 of the SFO;
or (c) as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

Bt 5

1. JB#E Fortune Station Ltd. BFREUER &8 EZERTE
%I - BRERRE#48 A % B Fortune Station Ltd. FT#F
ARG KR o

2. B #E Fortune Station Ltd. A& & 2 & BREUR Fr iz

#l - BEFEWE A% A Fortune Station Ltd. FT#E
BEHRM KRS -

3. £3E1,260,000A% F1945,000 8% 75 Bl 4 fir 2% K2 317
WL NENEER - REARABEAAREE
RIAEARIEET 8  ERAESITTRERER  ZF
BROBWEZERBETHLRERES - BEAFE -
F2BT X ERETS RERARABEERER
ERTEI—&f -

BREMBEEOABZIIN BEZT—Z=
FRA=TH BARAFANESSH&
BITBRABFA  EREESHERAR
RAESTTHRAE WENAQAKE
E AR B A B (1238 5 & BB & H EXVED
BRER) RIRRD - EEARMDBEREES -
BB QIRBES RAEKRIEXVEET R
F8NEHIME BN RN A LB ZATH
EagxkR (BEREREESFRPER
PIZEBRXEEBIRIERENERE R
KAE) (o) IR IR FE FH K B E &5 5352
BREEELRARATETFENELM
NE R AR - () IRIBEIZEST IR
EEAMERARNRIRBEBB MO ERS

VPN
/ﬁ\(E °
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Interests and Short Positions of Substantial
Shareholders of the Company

As at 30 June 2012, 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:

ARalEERROER R K
y=)
BE-_FT——FA=1+H BAA7
FRESTHERITHRAERA - L TR
R(ARBIEESIERITHRABERINK
RARRODABERODFHEBIREES
MBI ERPI 36K MTEELRER
ENETMANERZIORE

Approximate
percentage of

issued
Name of shareholder Nature of interest Number of shares share capital
RREB EaEME KGR HRBEDL
Fortune Station Ltd. Direct 1,900,840,000(L) 65.33%
Fortune Station Ltd. BE
CHEN Qiyuan Corporate (Note 1) 1,900,840,000(L) 65.33%
BRI NCIRCGERD)
WAN Yuhua Corporate (Note 2) 1,900,840,000(L) 65.33%
BEE NCINQ )

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

Notes:

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

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

1. FREUE & Fortune Station Ltd. 2 Z{TRXANEY
51.0%Em B A WH KR AR Fortune Station
Ltd. HAEMRMDPEEEZ - B EENRBR
RUR 1 4% &7 B E ZE 4 Fortune Station Ltd. B4
PR -

2. B E# A Fortune Station Ltd. B ZTHRAR
49.0%E m A A - WH AR AR Fortune Station
Ltd. B#AEMROPHEEEZ - RERNEEE
T E W AR A RBREURE Fortune Station Ltd. H)#E
PR o
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Other than as disclosed above, as at 30 June 2012, the
Company has not been notified by any person (other than a
Director or chief executive of the Company) who had interests
or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept
pursuant to Section 336 of the SFO.

Share Option Scheme and Pre-IPO Share
Option Scheme

The Company has adopted two share option schemes, a share
option scheme dated on 20 May 2009 (the “Share Option
Scheme”) and the Pre-IPO Share Option Scheme dated on 10
December 2008, the purpose of which is to give the Directors,
senior management and employees an opportunity to have
a personal stake in the Company and help motivate them 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.

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 in a general meeting.
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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$5.0 million, within any 12-month period, are subject to
shareholders’ approval in advance in 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 ten 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; (ii)
the average of the closing price of the Shares as stated in the
Stock Exchange’s daily quotation sheets for the five business
days immediately preceding the Offer Date; and (iii) the nominal
value of a Share.

As at 30 June 2012, an aggregate of 2,880,000 shares options
were granted to three employees by the Company under the
Share Option Scheme, representing approximately 0.10%
of the issued share capital of the Company as at the latest
practicable date. Of which, options totalling 1,380,000 shares
options were forfeited in November 2011 and June 2012
respectively. The balance of share options at 30 June 2012
was 1,500,000. Further details relating to the Scheme and
share options granted thereunder are set out in note 13 under
the section headed “Notes to the Unaudited Interim Financial
Report” to this interim report. The vesting period of the share
options is from the date of grant until the commencement of
the exercise period. The closing prices of the shares of the
Company immediately before the date of grant on 7 February
2012 was HK$1.00. The weighted average closing price of the
shares of the Company immediately before the dates on which
the options were exercised was HK$0.978.
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Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme became effective on 10
December 2008. As at 30 June 2012, 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 as at the latest practicable date. 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.

A total of 4,200,000 pre-IPO share options were granted to
two executive Directors on 8 June 2009, which was partially
exercised up to 30 June 2012. Movement of these share
options during the year ended 30 June 2012 are as follows:

Number of share options
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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 a total of 2,630,880 Shares
previously granted to 12 employees were forfeited during the
past three years. As at 30 June 2012, there was a balance of
unexpired and unexercised options to subscribe for 5,300,400
Shares. Except for the options which had been granted, no
further options were granted as at 30 June 2012. Details of the
valuation of Pre-IPO Share Option Scheme are set out in Note
13 under the section headed “Notes to the Unaudited Interim
Financial Report” to this interim report. The value of options
are subjective and uncertain as such values are subject to a
number of assumptions and limitations of the valuation model.

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

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

The Code on Corporate Governance
Practices

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

The Board is of the view that the Company has complied with
the code provisions set out in the former Code on Corporate
Governance Practices during the period from 1 January 2012
to 31 March 2012 and the new Corporate Governance Code
during the period from 1 April 2012 to 30 June 2012 as
contained in Appendix 14 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), except
for the following deviations:
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Code Provision A.6.7

One of the independent non-executive Directors and one of
the non-executive Directors were unable to attend the annual
general meeting of the Company held on 1 June 2012 due to
their unavoidable business engagements.

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.

Audit Committee

The Company has established the Audit Committee in
compliance with Rule 3.21 of the Listing Rules. The primary
duties of the Audit Committee (inter alia) are to review the
financial reporting process and internal control system of
the Group. The Audit Committee also provides advices and
suggestions to the Board. The Audit Committee has reviewed
the interim results of the Group for the six months ended
30 June 2012 with the management of the Company and
the Company’s independent auditors and recommended its
adoption by the Board.

Dividends

The Board does not recommend the payment of any interim
dividends in respect of the six months ended 30 June 2012.
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