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Corporate Information (cont'd)
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Financial Highlights

Sales increased by approximately 15.3% to HKD1,941,939,000

Operating  profit 16.1% to

HKD1,042,925,000

increased by approximately

Profit attributable to the equity holders of the Company
increased by approximately 13.8% to HKD893,188,000

Basic earnings per share increased by approximately 15.8% to
HK28.80 cents

Proposed an interim dividend of HK8.68 cents per share and
a special dividend of HK2.88 cents per share, representing a
dividend payout ratio of 40%

RESULTS HIGHLIGHTS

Gross profit margin elevated by 0.5 percentage point over
the corresponding period last year to 68.6%; operating profit
margin elevated by 0.4 percentage point over the corresponding
period last year to 53.7%, operating efficiency further improved

With an effort to respond to ever-changing macro economy
environment, flavours segment continues to maintain a
steady growth momentum, with operating profit margin saw
improvement

RTL continues to maintain a rapid growth momentum, with
segment revenue significantly increased by approximately
141.3% over the corresponding period last year to
HKD473,377,000; profitability also significantly improved,
with segment operating profit significantly increased by
approximately 199.8% to HKD181,345,000, operating profit
margin also significantly elevated by 7.5 percentage points to
38.3%

Net cash generated from operating activities increased by
approximately 20.3% to HKD849,872,000

Financial position remains strong, cash and bank balances*
increased by approximately 31.6% to HKD3,057,735,000
as compared with 31 March 2013; net cash* reached
HKD2,577,600,000, representing an increase of approximately
38.7% as compared with 31 March 2013
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Financial Highlights (contd)

AREAS OF DEFICIENCY

+

*

Fragrances segment sales revenue decreased over 50% as
compared with the corresponding period last year, mainly
due to the fact that the Group had made adjustments to the
management structure and business of Yunnan Huaxiangyuan,
and had subsequently disposed of all the equity interest in
Yunnan Huaxiangyuan. The disposal of Yunnan Huaxiangyuan
would have, comparatively, bigger impact on segment sales
revenue in a short term, but the impact on the Group’s overall
profitability is minimal

Due to changes in domestic macro economy and being affected
by the rise of the price level in general, the Group’'s selling
and marketing expenses as well as administrative expenses
maintained an upward trend. During the reporting period,
selling and marketing expenses as well as administrative
expenses increased by approximately 22.7% as compared with
the corresponding period last year, but has already shown an
improvement from 26.5% of increase in the last financial year

“Cash and bank balances” equals to “Short-term time deposits” plus
“Cash and cash equivalents”.

“Net cash” equals to “Short-term time deposits” plus “Cash and cash
equivalents” minus “Short-term borrowings”.
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Financial Highlights (contd)

TABLE OF FINANCIAL HIGHLIGHTS

MEEE @

MBREXR

Unaudited
RICERZ
For the six months ended
30 September
BEAA=1+TRHLEXMEA

Change in
2013 2012 percentage
—B-—=F —FE-CF BB
HKD’000 HKD'000
BT T BT T
Sales X 1,941,939 1,684,042 +15.3%
Operating profit B T 1,042,925 898,188 +16.1%
Gross profit margin EFFE 68.6% 68.1%
EBITDA margin EBITDA¥ 58.6% 57.0%
EBIT margin EBITE 53.7% 53.3%
Profit before income tax R Al & A 1,058,417 905,262 +16.9%
Profit attributable to the equity KRFERFA A
holders of the Company FE(L B 893,188 784,903 +13.8%
Net cash generated from LEEYEAFRES
operating activities 849,872 706,608 +20.3%
HK cents HK cents
A AL
Earnings per share BREAF
— Basic — &R 28.80 24.87 +15.8%
— Diluted —#8 28.79 24.85 +15.9%
Interim dividend per share FRRFAERE 8.68 7.48 +16.0%
Special dividend per share SRR 2.88 2.48 +16.1%
Dividend payout ratio f% Bk & 40% 40%
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Chairman’s Statement

Dear Shareholders,

On behalf of the Board of Directors, | am pleased to
present to you the interim results of the Group for
the six months ended 30 September 2013.

Since the beginning of 2013, although the global economy has
shown signs of a slow recovery, there are still certain downside
risks. In the U.S., economic growth displayed a gradual rebound and
unemployment improved slightly during the first half of the year,
though has yet to indicate a clear direction on its quantitative easing
policy and other economic measures. In Europe, according to the
second quarter results released by the Eurostat, although performance
in the Eurozone finally took a turn after six consecutive quarters of
negative growth, the European debt crisis has yet to be settled. In
respect of the PRC market, as affected by factors like weak demand,
overcapacity and policy adjustments, China’s economy continued
to slow down this year. Through the first two quarters of 2013,
the Gross Domestic Product (GDP) growth were recorded at 7.7%
and 7.5% respectively, while final consumption expenditure only
accounted for 45.9% of the GDP growth, which was significantly less
than the contribution by gross capital formation of 55.8%. Hence,
it indicates that the PRC government’s attempt to restructure and
remodel the economy still has a long way to go.

Continuous business growth with sound financial
position

When the PRC economy is currently confronted by complicated
environments both domestically and abroad, the Group continues to
build on its solid core business, to further promote its development
strategy of “multi-pronged, focus growth”, and to strive for
excellence in all of its business segments. For the six months ended 30
September 2013, the Group’s sales revenue reached approximately
HKD1.94 billion, representing an increase of approximately 15.3%
over the corresponding period last year. The overall gross profit
margin reached approximately 68.6%, representing a slight increase
as compared with 68.1% for the corresponding period last year.
Operating profit was approximately HKD1.04 billion, representing
an increase of approximately 16.1% over the corresponding period
last year. EBIT margin reached approximately 53.7%, representing
a slight increase as compared with 53.3% for the corresponding
period last year. Profit attributable to equity holders of the Company
was approximately HKD893 million, representing an increase of
approximately 13.8% over the corresponding period last year.
Diluted EPS was HK28.79 cents, representing an increase of
approximately 15.9% over the corresponding period last year. Net
cash generated from operating activities reached approximately
HKD850 million, representing an increase of approximately 20.3%
over the corresponding period last year. As at 30 September 2013,
the Group’s cash and bank balances amounted to approximately
HKD3.06 billion, and net cash amounted to approximately HKD2.58
billion, demonstrating a solid financial position.
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Chairman'’s Statement (cont'd)

Pragmatic use of cash reserve to safeguard

Shareholders’ value

Taking into account the Group’s development plans for the near
future and in view of the solid financial position and abundant cash
flow, the Board decided to declare an interim dividend of HK8.68
cents and a special dividend of HK2.88 cents per share. The total
dividend per share reached HK11.56 cents, representing a significant
increase of approximately 16.1% as compared with HK9.96 cents per
share last year. Dividend payout ratio reached approximately 40%,
which is consistent with the corresponding period last year. Since the
listing of the Group's flavours and fragrances business, the Company
has declared dividends of over HKD3.65 billion.

On the other hand, the Group’s first share repurchase program
remained in effect during the financial year since its inception in
the last financial year. During the reporting period, the Group
repurchased approximately 4.2 million shares of the Company’s from
the market, with a total value of approximately HKD14 million. Since
the commencement of the share repurchase program last August,
the Group has repurchased over 58.5 million shares with more than
HKD200 million. The aforementioned have clearly demonstrated the
management’s confidence in the Company and its determination in
safeguarding Shareholders’ value!

Continuous growth in flavours segment to maintain
a healthy profit contribution

For the six months ended 30 September 2013, sales revenue of the
Group’s flavours segment amounted to approximately HKD1.43
billion, representing an increase of approximately 2.3% over the
corresponding period last year. The PRC tobacco industry has entered
into a post-consolidation era. Although the shift towards high-end
cigarettes remained intact, the progress has moderated. Having
regards to the core customers’ various features and demands for
flavours and fragrances, and taking into account the popularity of
high-end and low tar cigarettes, the Group actively developed new
products and managed a steady business growth amid a contracted
production output and moderately slowed sales growth in the whole
tobacco industry. In respect of food and beverage sector, in view of
the difficult business environment faced by small and medium-sized
customers, the Group adhered to the “Big Customers, Big Brands”
strategy and focused on key customers through products upgrading
and technical services and maintained sustainable business progression
through the development of natural and popular new products.
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Chairman'’s Statement (cont'd)

Adjustment to fragrances segment with an aim to
gradually recover profitability

As mentioned in the 2012-2013 annual report published by the
Group in June, profitability of Yunnan Huaxiangyuan had fluctuated
significantly mainly due to changes in the prices of raw materials.
In order to control risks, adjustments have been made timely to its
management structure and business. In July 2013, the Group disposed
of all the equity interest in Yunnan Huaxiangyuan. The management
is of the view that despite the disposal of Yunnan Huaxiangyuan
would have, comparatively, bigger impact on segment sales revenue
in the short term, but the impact on the Group's overall profitability
was minimal and the disposal was in line with the Group’s overall
strategic positioning.

Rapid growth of RTL segment and to become the
Group’s growth engine

The second phase of Guangdong Jinye production line was completed
and commenced production in November 2012, which has injected
new growth momentum into the Group. As a result of the contribution
from the second phase production line, sales revenue of the RTL
segment climbed up approximately 141.3% to HKD473 million for
the reporting period, and the operating profit almost doubled over
the corresponding period last year to HKD181 million, with operating
margin also rising 7.5 percentage points to approximately 38.3%.
After only three years of investment and operation, the RTL segment
has contributed more than 24% of overall sales revenue for the
reporting period, reflecting its rapid growth momentum.

For other cooperation and investment projects, the RTL production
line of China Tobacco Anhui, which the Group participated by way of
technical cooperation, successfully passed trial operation. In addition,
the designing work for Huangguoshu Jinye RTL production line, an
investment which the Group holds 40% equity interest, has generally
completed. With the preliminary investment fund has been gradually
in place, the Group will actively participate in Huangguoshu Jinye’s
construction in the future. The management is satisfied with its rapid
development achieved in the field of RTL.

EFEHE @

HREAERERARRELERAE HER
FeghZEEFH

MRS BRSNS A FIER2012-2013F EF R
Fritt - AR REMEERESNTE  ZFmE
HERNBFNGENLIRT KIEEE - AT EHR
S EEERRNEEEEEBNERELT
FE S WR-_T—=F+ 7 AEERELE
TEFREZETRNRE EEERE  HEEH
ERRERBHRNBHRRESRATRRNE
Z PEHREEERBNRANFSTETLEAFET
N MAFAEEENEBERIETE -

BEEERFMESREER HAKEIE
Ro|Z

BRSE _HAESRE _T——F+—A%T
RE > AEBEKIATHNERESH - AR
BT _HEEGNER  BEERRIHEE
WATEREHANRBRAX141.3% 2B 47318
T BERMNGEFRBAERAMEEEE
1.8VEL  MEERZMNEITFEBHNATSEE
DEEHX383% c KIBER =ZFHTRAFL
g EEER RN REHARNREHERA
EiiE24% @ RESRIEREE -

I

C

EHEMAERIEEEB £ AEBURTTAEE
FRLEEZRNTHIPEEE TS EERDIE
FBBYFZARTIE - B - NEEH40% 8
ENREIBE  ERECEEEEHEERDY
R TEERRBER - AEEAHNEEE
SHEEFEIN - RREBEGL2EEFRESE
MERTE - EEEYHAEBREEH EEANG
MIRRBEREERE -



10

Huabao International Holdings Limited 22 BBR# A& AR /A 7] 2013-2014 Interim Report A BiFR 2

Chairman'’s Statement (cont'd)

Proactively promoting technological innovation of
new cigarette materials

Demand for new cigarette materials in the industry has been driven
directly by the STMA's constant efforts to lower the maximum tar
limit in cigarettes. The Group strived to capture the opportunities in
the market by proactively promoting technological innovation and
product development in the fields of new cigarette materials and new
workmanships, thereby laying a solid foundation for sustainable and
stable development of the Group in the future.

Operating environment and prospects

Currently, uncertainties still exist in both domestic and global
economies. As a leader of developed economies, the U.S. has yet to
indicate a clear direction on its quantitative easing policy and other
economic measures, which resulted in a cautious sentiment on the
macro economy. The Eurozone has been put under the shadow
of the European debt crisis for the recent years, and its economic
development is still rather passive and vulnerable. In China, the new
leadership and administrative direction remain to be observed. In
addition, as the growth of the tobacco industry has slowed down, the
pressure on cost of production has relatively increased. All of these
may bring uncertainties to the industry’s future prospects. Adhered
to the development strategy of “multi-pronged, focus growth”, the
Group will continue to respond to the changes in the market with its
management talents, industry-leading R&D team and integrated core
value chain forged over the years. The Group will remain focused on
tobacco business as its core segment, using RTL and new cigarette
materials businesses as growth drivers, and to continue to develop the
food and beverages business, to look for new business growth points
based on market needs; to continue to probe for multi-channels
of financing and identify cooperation and acquisition targets in
related industries domestically and abroad. Furthermore, the Group
will continue in the development path of organic growth paired
with M&A, with an aim to upholding continuous and consistent
development for the Group, in order to keep creating more values
and returns for its Shareholders!

CHU Lam Yiu
Chairman

Hong Kong, 26 November 2013
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Management Discussion and Analysis

BUSINESS REVIEW
Review of Flavours Business

For the six months ended 30 September 2013, sales revenue of the
Group's flavours business amounted to HKD 1,427,825,000, representing
an increase of approximately 2.3% from HKD1,395,281,000 for
the corresponding period last year, while the revenue accounted for
approximately 73.5% of the total revenue of the Group. The operating
profit of flavours segment reached HKD867,496,000, representing an
increase of approximately 2.9% over the corresponding period last
year; the EBIT margin was approximately 60.8%, representing a slight
increase from 60.4% for the corresponding period last year. Growth in
flavours business has slowed down, which was mainly due to a slight
decline in production output of the tobacco industry of the PRC that
led to a relatively slower growth of the Group’s tobacco business.

In respect of the tobacco business, production output of the PRC
tobacco industry slightly declined in the first half of this year.
According to TobaccoChina Online, total production volume
of cigarette in the first half of 2013 amounted to approximately
25.88 million cases, representing a decrease of approximately
0.4% over the corresponding period last year; sales of cigarette
reached approximately 26.66 million cases, representing a growth
of approximately 1.3% over the corresponding period last year.
The management is of the view that as the STMA recently started
to implement strictly the regulatory policies of “controlling overall
production output, adjusting industrial structure, reducing inventory
and stabilizing price”, where it is mandated to digest the inventory
and optimize the structure of the industry in the absence of
significant increase in production output, so as to stabilize the selling
price of cigarettes in the market. In addition, under the influence
of the Chinese government’s strengthened measures on smoking
control and policies to strictly limit government spending on business
accounts, the management anticipates that the overall production
output and sales volume of the PRC tobacco industry will enter a
stage of steady development, as the stage of continuous growth for
more than a decade will likely come to an end.

Over the past few years, the management has been closely monitoring
the development of and changes to the PRC tobacco industry, with a
view to responding timely and adopting effective measures in its
own business. Firstly, as the Chinese government steps up its effort
in smoking control, consumers’ consciousness of health rises and
the total smoking population is becoming saturated; secondly, as
the Chinese government introduced policies for the restriction on
government spending on business accounts, premium cigarette
consumptions have been affected significantly; and thirdly, as the
tobacco industry has entered into a post consolidation era and with
cross-provincial consolidation being stagnant, it is therefore unlikely for
the production output of branded products to significantly increase.
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Management Discussion and Analysis (cont'd)

Furthermore, as the industry is regulating on its cost of production,
tender process for raw materials procurement will further be
introduced. All these factors brought uncertainties to the future
development of the PRC tobacco industry. However, obvious
progresses have been achieved for low tar cigarette products which
have been recently strongly promoted domestically and abroad.
According to TobaccoChina Online, domestic sales volume of low
tar cigarette (8 mg or below) in the first half of 2013 amounted to
approximately 3.70 million cases, representing a year-on-year growth
of approximately 19.8%, making it among one of the fast-growing
categories of Chinese-style cigarettes in terms of sales. In light of
the development of the cigarette market, the Group has recently
made adjustments to its arrangement and proactively developed
strategies to address the emerging rules and regulations, in order
to create new business opportunities. Also, the Group has laid solid
foundation for its long-term business development by enhancing the
R&D and application of aromatic raw materials, promoting technology
innovation in the fields of low tar cigarettes and other innovative
tobacco products, and strengthening cooperation with customers.

During the reporting period, the “STMA’s 5th Training Course for
Senior Cigarette Flavorists” was held smoothly in Guangzhou Huafang
with participation by approximately 20 core technicians from cigarette
enterprises in all provinces and cities nationwide. The training course
of senior cigarette flavorists, mainly covering theoretical study and
practical operation, has not only increased the delegates’ flavoring
technique, and also promoted their interaction and cooperation
with the Group in terms of technology and business. During the
reporting period, Yunnan Tianhong has achieved sound results and
was awarded High-tech Enterprise certification again by leveraging
on its R&D strength and advanced scientific research level. It has also
passed review of the QEOHS management system by the review team
of China Quality Certification Centre with its excellent product quality
inspection capability.

In respect of food and beverage business, all subsidiaries carried out
annual business targets and achieved overall steady developments
although their performances varied as they faced different factors in
their respective market segments. Huabao Kongque took advantage
of the current industrial trend which favors healthy, nutritional and
functional products and proactively developed fruity flavours and
milky flavours applied to beverage dairy products. The products
were well recognized by customers. Guangzhou Huabao focused on
developing sales from major customers in recent years and efforts
were made to optimize purchase orders, selling prices and internal
controls, thus resulting in improvement in its gross profit margin
during the reporting period. In respect of Guangdong Zhaoging,
although remained constrained by the macro economy, it was able to
overcome obstacles such as the impact of slowdown of consumption
in the food market resulting from the avian influenza scare in the
first half of 2013 and impact of certain government administrative
measures. Sales revenue of the company still maintained a steady
growth.
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Management Discussion and Analysis (cont'd)

In the first half of 2013, sales of the flavours industry was negatively
affected as growth in the macro economy and the upstream food
manufacturing and beverage and catering industries in China relatively
slowed down. However, from the long-term perspective, amid slow
pace in economic recovery, and the influence of various medium to
long term factors such as expanding domestic demand boosted by
government policies and the accelerating urbanization process, the
management is of the view that the food industry can still maintain a
stable growth momentum in the future, and the management is still
optimistic about the prospects of flavours and food additives industry.

Review of Fragrances Business

For the six months ended 30 September 2013, sales revenue of
the Group’s fragrances business amounted to HKD40,737,000,
representing a significant decrease of approximately 56.0% from
HKD92,619,000 for the corresponding period last year, representing
approximately 2.1% of the total revenue of the Group. Operating
profit of the fragrances segment reached HKD4,010,000; EBIT margin
was approximately 9.8%. The significant decrease in sales revenue of
the fragrances segment was mainly due to the Group's disposal of all
the equity interests in Yunnan Huaxiangyuan.

Since last year, profitability of Yunnan Huaxiangyuan had fluctuated
significantly mainly due to changes in prices of raw material. In
order to control the price volatility risks of raw materials, the Group
made timely adjustments to its management structure and business
by controlling and properly reducing inventories of raw materials to
regulate its scale of assets, and meanwhile maintained the transitional
stage with limited production. In July 2013, the Group disposed of all
the equity interest in Yunnan Huaxiangyuan. The management is of
the view that despite the disposal of Yunnan Huaxiangyuan would
have, comparatively, bigger impact on segment sales revenue in the
short term, the impact on the overall profitability of the Group was
minimal and the disposal was in line with the Group’s overall strategic
positioning.

Positive effects emerged for Xiamen Amber following a series of
adjustments in terms of business and customer management. Xiamen
Amber recorded a relatively stable growth in the fields of aromatic,
sanitizing and pesticide businesses which it intensely developed
during April and September, a general period of slack sales in the
industry. Also, it achieved a significant increase in respect of the scale
of cooperation with some major customers such as Lanju. In terms of
export business, its target markets remain to be the South-east Asian
countries such as Vietnam and Indonesia which are its major focus in
recent years, and it actively promoted typical hygienic-used fragrance
and overseas popular fragrance-based products. Xiamen Amber will
then continue to proceed with the preparation of its key city-level
laboratory, and expects to improve on the three key areas, being raw
materials quality, flavouring development and application services,
and to set up its own technological integration system backed by its
technological platform, so as to establish its competitive advantages
of product development and technological services.
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Management Discussion and Analysis (cont'd)

Review of RTL Business

For the six months ended 30 September 2013, sales revenue of
the Group’s RTL business reached HKD473,377,000, representing
a significant increase of approximately 141.3% as compared to
HKD196,142,000 for the corresponding period last year, while
percentage to the total revenue of the Group increased significantly
to approximately 24.4%. Operating profit of RTL segment reached
HKD181,345,000, representing a significant increase of approximately
199.8% from the corresponding period last year. EBIT margin was
approximately 38.3%, representing a significant increase of 7.5
percentage points over approximately 30.8% for the corresponding
period last year. The significant increase in sales revenue and operating
profit of RTL segment was mainly attributable to the continuing
increase of product quality of the production line of Guangdong Jinke
and a higher average selling price, and the operation commencement
of the second phase of the production line of Guangdong Jinye in
November 2012.

Since completion of acquisition of Guangdong lJinye Group in
November 2010, the Group energetically promoted the workmanship
upgrade of Guangdong Jinke production line by its R&D and
operational team that are of international level, thus product quality
and target customer base were optimized with average selling
price constantly increased, showing remarkable results. Currently,
the product quality of Guangdong lJinke has reached domestically
leading level. As to the second phase of Guangdong Jinye production
line, since its operation commencement in November 2012, the
operational team is exerting efforts to boost its production efficiency
and is striving to further improve and maintain the balance between
efficient production and product quality with an aim to match with
international level. Currently, the quality and average selling price of
the products turned out from second phase of Guangdong Jinye have
reached domestically premium level. The management is satisfied
with the results of the second phase of Guangdong Jinye production
line since its operation commencement in November last year.
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Management Discussion and Analysis (cont'd)

In January 2013, the Group established Guizhou Huashuo. It is
another strategic arrangement of the Group to promote production
of upstream raw materials of RTL. The main product produced by
Guizhou Huashuo is coating base, one of the core raw materials
applied to RTL coating. RTL coating is an integral application product
during production and flavouring of RTL, and its application will
directly influence fragrance and quality of RTL. Keeping abreast of
the production technology of coating base is instrumental for the
Group to flexibly accommodate to the various needs of customers,
so as to further provide customers with solutions on products’ profile
and comprehensive services such as products innovation and quality
improvement.

For other cooperation and investment projects, the RTL production
line of China Tobacco Anhui, which the Group participated by way of
technical cooperation, successfully passed trial operation. In addition,
the designing work for Huangguoshu Jinye RTL production line, an
investment which the Group holds 40% equity interest, has generally
completed. With the preliminary investment fund has been gradually
in place, the Group will actively participate in Huangguoshu lJinye's
construction in the future. The management is satisfied with its rapid
development achieved in the field of RTL.

As the STMA continues to promote reduction of tar content of
cigarettes, the maximum tar limit has been lowered several times in
recent years. Since 1 January 2013, cigarettes containing 11 mg or
more of tar each cannot be sold in China, and from 1 January 2015,
the tar content in each cigarette must not exceed 10 mg (source:
TobaccoChina Online). As RTL plays an important role in terms of
reducing tar content of cigarettes, strengthening style and features
of cigarettes and increasing quality stability of cigarette products, the
management believes that the above administrative regulations will
further boost the application of RTL in the future. In addition, the
STMA has listed RTL as one of the major developments in the Twelfth
Five-Year Plan. Against such background, the management maintains
its optimistic view on the outlook of RTL development. With the
completion of the second phase of Guangdong Jinye production line,
the Group currently has a total production capacity of approximately
30,000-ton per annum, representing a considerable market share in
the domestic RTL industry. The management will then keep a close
eye on various kinds of acquisition, cooperation and joint operation
opportunities arising from domestic and overseas RTL areas, so as to
seize the business opportunities in cigarette products presented from
the reduction of tar content.
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Management Discussion and Analysis (cont'd)

New cigarette materials updates

As the tobacco industry progressed through the rapid consolidation
era, the market is becoming saturated in recent years and its growth
has significantly slowed down. On the other hand, given that the
STMA actively promotes the development of low tar cigarette
products, new business opportunities have been presented to
relevant industries. As a market leader in China’s RTL industry, the
Group had first disclosed the concept of new cigarette materials
in its 2008-2009 annual report, and has thereafter adhered to its
advantages in comprehensive technologies and knowledge in
products taste profiles, to carry out research and investment in new
cigarette materials that are with functions of tar reduction. Since the
acquisition of Guangdong lJinye Group in 2010 and the completion
of the second phase of Guangdong Jinye production line in 2012,
the RTL business has developed rapidly and became another major
business segment of the Group. During the reporting period, revenue
from RTL accounted for over 24% of the overall revenue, and such
outstanding result has proved the forward looking and strategic
deployment of the Group.

Besides RTL, the Group has also obtained progressive results on other
experimental products and technologies in the fields of new cigarette
materials and new workmanships. Three major platforms we currently
focus on for development include:

- Cigarette smoke transmission technological platform

The transmission technological platform is mainly committed
in the R&D of cigarette filters, which is to control the sensory
and quality of smoke before being ingested into the body
through burning. In addition, the transmission technological
platform is also responsible for R&D of cigarette filters that
are with other personalized functions with added value.
In June 2012, the Group established a cigarette filter joint
enterprise Huabao Korea in Korea, and with a capital injection
completed in April 2013, the accumulated investment by the
Group reached approximately HKD79,180,000. The Group
holds a 70% equity interest of Huabao Korea. Currently, the
establishment of Huabao Korea is basically completed. With its
production equipments in place, Huabao Korea is capable of
trial production. We will then accelerate the development of
more innovative cigarette filter products in the future;
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Management Discussion and Analysis (cont'd)

—  Specialized RTL technological platform

The Group acquired Zhejiang Xiangyuan in June 2012 and
has sped up the Group's existing R&D on a specialized RTL
production technology. Such RTL production technology is
regarded as an innovation in technology workmanship, under
which, tobacco materials are shaped directly after being
crushed. Benefits from such water-less production technology
include superior sensory quality, stronger in nature to endure
processing, and less emission of production wastes, which
makes it an effective supplement to and innovative development
direction for the existing paper-making RTL; and

—  Innovation tobacco stem technological platform

This platform is established to render further craft process in
respect of tobacco stem raw materials and realize effective
improvement of the application of such materials, thus to offer
to the customers the systematic technology plan for process
and application of tobacco stem. The new type of tobacco stem
features with characteristics such as loosened structure, better
flammability and lower in tar content, etc, which makes it easier
to adapt to cigarettes and be utilized as well. Accordingly,
utilization rate could be improved to realize various functions.

The Group will then utilize the above mentioned platforms, to further
promote the R&D in the field of new cigarette materials and related
products, so as to maintain its leading position in such field.

R&D and Innovation capability

The Group has a leading R&D platform in the China’s flavours and
fragrances industry and an international-calibre R&D team. The Group
has constructed a State-recognised technical centre in Shanghai,
which is a national post-doctorate scientific research workstation, a
designated RTL production and R&D base in Shantou, Guangdong
province authorised by the STMA, joint laboratories established with
major tobacco enterprises, and an overseas R&D centre in Germany.
The Group will also continue the establishment of its R&D centre
in the U.S.. The Group possesses a R&D team that is comprised of
experienced personnel, both domestically and abroad, with its R&D
capability continuing to lead the domestic industry.
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Management Discussion and Analysis (cont'd)

In terms of input into R&D, for the six months ended 30 September
2013, the Group’s R&D expenses was approximately HKD107,417,000,
representing an increase of approximately 9.4% compared with
corresponding period last year. The Group will continue to increase
its investment in R&D and technology innovation in the future. Other
than strengthening the existing R&D projects, the Group will further
promote the R&D for other innovative tobacco products.

BUSINESS PROSPECTS

Currently, uncertainties still exist in both domestic and global
economies. As a leader of developed economies, the U.S. has yet to
indicate a clear direction on its quantitative easing policy and other
economic measures, which resulted in a cautions sentiment on the
macro economy. The Eurozone has been put under the shadow
of the European debt crisis for the recent years, and its economic
development is still rather passive and vulnerable. In China, the new
leadership and administrative direction remain to be observed. In
addition, as the growth of the tobacco industry has slowed down, the
pressure on cost of production has relatively increased. All of these
may bring uncertainties to the industry’s future prospects. Adhered
to the development strategy of “multi-pronged, focus growth”, the
Group will continue to respond to the changes in the market with its
management talents, industry-leading R&D team and integrated core
value chain forged over the years. The Group will remain focused on
tobacco business as its core segment, using RTL and new cigarette
materials businesses as growth drivers; and to continue to develop the
food and beverages business, to look for new business growth points
based on market needs; to continue to probe for multi-channels
of financing and identify cooperation and acquisition targets in
related industries domestically and abroad. Furthermore, the Group
will continue in the development path of organic growth paired
with M&A, with an aim to upholding continuous and consistent
development for the Group, in order to keep creating more values
and returns for its shareholders!
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Management Discussion and Analysis (cont'd)

FINANCIAL REVIEW

Analysis of interim results for the six months ended 30
September 2013

Sales revenue

The Group’s sales revenue amounted to HKD1,941,939,000 for the
six months ended 30 September 2013, representing an increase of
15.3% as compared with HKD1,684,042,000 for the corresponding
period last year. The speedy growth in the sales revenue was mainly
attributable to the steady growth momentum kept by flavours and
rapid growth in sales revenue of RTL. For the six months ended 30
September 2013, sales revenue from flavours increased by 2.3%
to HKD1,427,825,000; sales revenue from fragrances decreased by
56.0% to HKD40,737,000; and sales revenue from RTL increased by
141.3% to HKD473,377,000.

Cost of goods sold

The Group's cost of goods sold amounted to HKD609,046,000 for
the six months ended 30 September 2013, representing an increase
of 13.4% as compared with HKD536,954,000 for the corresponding
period last year. The increase of cost of goods sold being lower than
the increase of sale revenue was mainly attributable to the slight
increase in the Group’s gross profit margin.

Gross profit and gross profit margin

The gross profit of the Group increased from HKD1,147,088,000 for
the six months ended 30 September 2012 to HKD1,332,893,000 for
the six months ended 30 September 2013, representing an increase
of 16.2%. The Group's gross profit margin for the first half of the
year reached 68.6% which was slightly higher than 68.1% of first
half of last year, representing a sound management of cost of goods
sold.

Other income

Other income of the Group was HKD84,838,000 for the six
months ended 30 September 2013, representing an increase
of HKD28,330,000 as compared with HKD56,508,000 for the six
months ended 30 September 2012. The increase in other income was
mainly attributable to exchange gain recorded during the reporting
period due to RMB appreciation, whereas exchange loss was recorded
in the corresponding period last year with the RMB exchange rate
being lower.
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Management Discussion and Analysis (cont'd)

Selling and marketing expenses

The selling and marketing expenses of the Group comprised mainly
traveling expenses, transportation cost, salaries and office expenses.
The selling and marketing expenses of the Group for the six months
ended 30 September 2013 were HKD78,591,000, representing an
increase of approximately 23.7% as compared with HKD63,519,000
for the corresponding period last year. Selling and marketing expenses
to total sales revenue for the six months ended 30 September 2013
and 2012 amounted to approximately 4.0% and 3.8% respectively.
The increase of such ratio was mainly attributable to increase in
employee benefit expenses and the Group stepped up its selling
efforts which resulted in increase of related expenses.

Administrative expenses

The Group’s administrative expenses amounted to HKD296,215,000
for the six months ended 30 September 2013, representing an
increase of 22.5% as compared with HKD241,889,000 for the
corresponding period last year. The ratio of administrative expenses
to total sales was approximately 15.3%, representing an increase of
0.9 percentage point as compared with 14.4% for the corresponding
period last year. Among which the ratio of R&D expenses to total sales
was approximately 5.5%, which was generally stable as compared
with 5.8% for the corresponding period last year. The increase in
ratio of administrative expenses to total sales revenue was mainly
attributable to the increase in R&D expenses, employee salary, staff
benefit expenses and depreciation expenses, etc.

Operating profit

The operating profit of the Group for the six months ended 30
September 2013 was HKD1,042,925,000, representing an increase
of approximately 16.1% as compared with HKD898,188,000 for the
corresponding period last year, while the operating profit margin
slightly increased to approximately 53.7% during the first half of
the year from approximately 53.3% for the first half of last year. The
increase in operating profit was mainly attributable to speedy growth
of sales revenue and significant increase in other income.

Income tax expenses

The income tax expenses of the Group for the six months ended
30 September 2013 was HKD157,462,000, representing a significant
increase as compared with HKD109,702,000 for the corresponding
period last year. Income tax rate of the current period was
approximately 14.9%, which was increased by 2.8 percentage points
as compared with approximately 12.1% for the corresponding period
last year. The increase in income tax rate was mainly attributable to
the expiration of preferential tax periods.
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Management Discussion and Analysis (cont'd)

Profit attributable to the equity holders of the Company

Profit attributable to the equity holders of the Company was
HKD893,188,000 for the six months ended 30 September
2013, representing an increase of 13.8% as compared with
HKD784,903,000 for the corresponding period last year.

Net current asset value and financial resources

As at 30 September 2013, the net current asset value of the Group
was HKD3,325,175,000 (31 March 2013: HKD2,896,047,000).
The Group generates its working capital mainly through its
operating activities to maintain a sound financial position. As at 30
September 2013, the Group’s cash and bank balances amounted to
HKD3,057,735,000 (31 March 2013: HKD2,323,349,000). The Group
neither had any forex hedging products nor structured investment
products or financial derivatives.

Bank borrowings and gearing ratio

As at 30 September 2013, the Group had bank borrowings of
HKD480,135,000 (31 March 2013: HKD465,000,000). Among which,
HKD465,000,000 are unsecured loan with interest calculated based on
HK dollars inter-banks borrowings rate. For the six months ended 30
September 2013, the average annual interest rate of such unsecured
loan was 2.38% (2012: 2.47%) and is due within 1 year; the average
annual interest rate of the remaining secured loan was 6.30% (2012:
nil) which is also due within 1 year. The Group's gearing ratio (total
borrowings, include current and non-current borrowings, divided by
total equity (excludes non-controlling interests)) was about 6.1% as at
30 September 2013, which was lowered further than that of 6.4% as
at 31 March 2013.

Debtors’ turnover period

Debtors’ turnover period is calculated on the basis of the average
amount of trade receivables net of provisions as at the beginning
and at the end of a relevant financial period divided by the total sales
revenue for the corresponding period and multiplied by 180 days. The
Group generally offers its customers a credit period of approximately
0-180 days, depending on the business volume of, and the length of
business relationship with, the customers. For the six months ended
30 September 2013, the Group’s average debtors’ turnover period
was 80 days, representing an increase of 8 days as compared with 72
days for the last financial year ended 31 March 2013. The increase in
debtors’ turnover period was mainly attributable to the adjustment of
accounts payable procedure of an individual customer that led to the
Group's account receivables was temporary increased.
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Management Discussion and Analysis (cont'd)

Creditors’ turnover period

Creditors’ turnover period is calculated on the basis of the average
amount of trade payables as at the beginning and at the end of a
relevant financial period divided by the cost of goods sold for the
corresponding period and multiplied by 180 days. Credit periods
granted by suppliers to the Group ranged from 0-180 days. For the
six months ended 30 September 2013, the Group’s average creditors’
turnover period was 119 days, representing an increase of 1 day as
compared with 118 days for the last financial year ended 31 March
2013. Creditor's turnover period remains stable.

Inventory and inventory turnover period

As at 30 September 2013, the Group's inventory balance amounted to
HKD761,418,000 (31 March 2013: HKD702,316,000). The Group has
continued to improve its inventory management and to optimize its
inventory structure, thus the inventory balance has slightly decreased.
For the six months ended 30 September 2013, the inventory turnover
period (calculated on the basis of the average amount of inventory
balances as at the beginning and at the end of a relevant financial
period divided by the total cost of goods sold for the corresponding
period and multiplied by 180 days) was 216 days, representing a
decrease of 3 days as compared with 219 days for the last financial
year ended 31 March 2013. Inventory turnover period remains stable
with a slight decrease.

Foreign exchange and exchange rate risk

The principal businesses of the Group are located in Mainland China
and the majority of the sales revenue is denominated in RMB, only
a certain amount of imported raw materials and equipment are
calculated in foreign currency such as USD or EUR. The Group is of
the view that the risk of RMB depreciating is very low. As a result, the
Group's exposure to exchange rate risk is relatively low.

Pledge of assets

As at 30 September 2013, the secured bank loan of the Group
amounted to RMB12,000,000.

Capital Commitments

As at 30 September 2013, the Group had capital commitments in
respect of the purchase of property, plant, equipment, and investment
in an associate, contracted for but not provided for in the financial
statements amounting to approximately HKD139,675,000, majority
of which related to capital injection into Huangguoshu linye and
procured property and equipment of various subsidiaries (31 March
2013: HKD188,930,000).

Contingent liabilities

According to the information available to the Board, the Group had
no contingent liabilities as at 30 September 2013.
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Management Discussion and Analysis (cont'd)

HUMAN RESOURCES

As at 30 September 2013, the Group employed a total of 2,689
employees in the PRC, Hong Kong, Germany, Botswana and Korea.
The sound development of the Group attracts talents in the industry.
During the reporting period, the Group continued to recruit a
variation of talents based on the business needs.

To upgrade the Group to the international standard in terms of
technology and management, the Group places great emphasis on
staff training and talent recruitment, enhancement of the employees’
initiative and creativity. The Group provides training to middle to top
executives and the management on a regular basis, guiding them
towards common values to strengthen team spirit. In addition, the
Group has built talent banks for various staff levels to completely
resolve the issue of talent availability encountered by the enterprise
during long term development. The Group has introduced its culture
to its employees through the corporate website and internal monthly
magazine. While also concerned with their well-being, diversified
leisure-time activities were arranged for employees so as to provide
them with ample space for development.

As to remuneration package, the Group monitors closely on
changes in the PRC economics and market environment, reviews the
remuneration level of its employees and human resources market on
a regular basis and makes prompt adjustments to the remuneration
and benefits of employees, targeting to maintain its competitiveness
in the market. Meanwhile, the Group has aligned employees’ salary
with their business performance through a review system, so as to
arouse employees’ enthusiasm in their operations.
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Other Information

DIRECTORS’ INTEREST IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 September 2013, the interests of the Directors and their
associates in the shares, underlying shares and debentures of the
Company and its associated corporation (within the meaning of
Part XV of the SFO), as recorded in the register maintained by the
Company under Section 352 of the SFO, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code as
set out in Appendix 10 to the Listing Rules, were as follows:

(@) Long position in ordinary shares of HKD0.10 each of

Hib&EH
EERERD HERORES 2EDS

RZF-—=FNA=1TH BEEREFIHE
ALTRARB REEEEE (F& RE 5 R
BIRGIEXVER) 2t - 1B MMES T H#
BARRBIRERE 77 M B R 5 35216 8 E AT
FEZECMAARE D - JEBRELT
MR+ B IRETRIREMAME AR
B MBS Pz i T

(a) A2AFBREEEFLIOTZEER

the Company TE
Number of Percentage of
issued the issued
Name of Director Capacity Shares held  Share capital
BEERIT RE 8T
BEERE 54 EERHE RAB 7L
CHU Lam Yiy MNote2 Held through controlled corporations Mot D 1,219,813,415 39.33%
SeptaE (2 FBFIH AT H
XIA Li Qun Beneficial Owner 5,250,000 0.17%
BN ¥ ERERA
WANG Guang Yu Beneficial Owner 2,400,000 0.08%
FHW EREAA
XIONG Qing Beneficial Owner 200,000 0.01%
ARIED EREAA
Note 1: 1,219,813,415 ordinary shares of the Company were held BzE1: A7 21,219,813,4150% L@ A Jo
by Mogul Enterprises Limited, Resourceful Link International % 5l BMogul Enterprises Limited,
Limited, Power Nation International Limited, Jumbo Elite Resourceful Link International
Limited, Raise Sino Investments Limited and Real Elite Limited, Power Nation International
Investments Limited, respectively. Ms. CHU Lam Yiu is the sole Limited, Jumbo Elite Limited, Raise
beneficial owner of the aforesaid six companies. Sino Investments Limited#1Real Elite
Investments LimitedF#H o Kt
BExtrRENHATNE —EnHE
BAC
Note 2:  Ms. CHU Lam Yiu extended the expiry date of a derivative MEE2: AMBELXTBBBHA T —=F—

transaction to and including 31 December 2015 by an
amendment agreement dated 10 January 2013. The derivative
transaction related to a long position of a monetary value
equivalent to 99,937,000 shares of the Company.

(b) Interests in share options of the Company

The interests of the Directors in the share options of the
Company are detailed in the “Share Options” section stated
below.

Save as disclosed above, as at 30 September 2013, none of the
Directors nor their associates had any interests or short positions in
any shares, underlying shares or debentures of the Company or any
of its subsidiaries or associated companies as defined in the SFO.
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Other Information (cont'd)

SHARE OPTIONS

Pursuant to a resolution passed at the special general meeting of the
Company held on 22 September 2006, the Company adopted a share
option scheme (the “Share Option Scheme”). As at 30 September
2013, the number of share options granted by the Company pursuant
to the Share Option Scheme which were valid and outstanding
amounted to 30,990,000, representing approximately 1.00% of
the issued share capital of the Company upon full exercise of the
aforesaid share options.

Details of share options granted, exercised, cancelled and lapsed
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BEARTR_BEENFNLA-+_BRETT
MIREFEFRAE L BBAARESR  ARRIK
MTEERERS ((HERETED R —
=FNA=1+H ' ARRRIEBERETEIFTER
P AEREEATENBERESRE A
30,990,00017 + it B AR A i JE R BR T T3 A
RAEEEITIRALI1.00% ©

RI|BEHA - RIFWBEEILIR - 176 - &

during the reporting period under the Share Option Scheme are set 8 M KMAVBEMEFIBOT ¢
out as follows:
Number of Share Options
BREHR
Balance  Granted Exercised  Cancelled Lapsed Balance
during the  during the  during the  during the as at
Exercise 1 April  reporting  reporting  reporting  reporting 30 September
Grantee Grant Date Pricc  Exercisable Period period period period period 2013
RZB-ZF  HEHA  SEH0 BEHA BEMR RCB-ZE
EBRA RHAH B TTERN mA-B&R ## (it i X% MAZTRER
HKD
it
Executive Directors
HiEE
Mr. POON Chiu Kwok 25 October 2006 309 25/10/2006-24/10/2016 3,000,000 - - - - 3,000,000
ARELE “BEFTACTEA
Mr. XIONG Qing 17 October 2007 6.65  17/4/2008-16/10/2017 2,600,000 = = = = 2,600,000
RALE “ERETATEA
14 April 2008 639 14/4/2008-13/4/2018 3,400,000 - - - - 3,400,000
“2E\EMATIA
Independent Non-Executive Directors
EUHHES
Mr. LEE Luk Shiu 25 October 2006 309 25/10/2006-24/10/2016 200,000 - - - - 200,000
Tkt “ERRETACTER
Ms. MA Yun Yan 25 October 2006 309 25/10/2006-24/10/2016 800,000 - - - - 800,000
WERLL “EFFTA-TEA
Other Participants 10 October 2006 309 10/10/2006-9/1022016 7,600,000 = = = s 7,600,000
Rt SEE “EFRETATH
17 October 2007 6.65  17/4/2008-16/1072017 6,390,000 - - - - 6,390,000
“ERETATEA
14 April 2008 639 14/4/2008-13/4/2018 7,000,000 - - - - 7,000,000
ZZZ\EMATER
Total
fif 30,990,000 - - - - 30,990,000
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Other Information (cont'd)

DIRECTORS’
DEBENTURES

Other than disclosed in note 11 to the condensed consolidated interim
financial information, at no time during the reporting period was the
Company, its ultimate holding companies or any of its subsidiaries a
party to any arrangements to enable the Directors to acquire benefits
by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

RIGHT TO ACQUIRE SHARES OR

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 September 2013, other than the interests disclosed in the
section headed “Directors’ interest in shares, underlying shares and
debentures”, the register of substantial shareholders maintained
by the Company under Section 336 of the SFO showed that the
following person(s)/corporation(s) held interests or short positions in
5% or more of the issued share capital of the Company:

Long(L)/short(S) position in ordinary shares of HKDO0.10
each of the Company

HiER @)
BEETBROTESF 2ERN

GBRERSEATHMBERMENAKRES
Sh RRT - EEEKERQBREEFMER
AR E AR E2EERTH - &
EARRNRZEF R FFEWE AR B SRR EAME
Bz B ip KBS m s o

FERRZERS
RZZB-—Z=ZFAA=1TH BRIEEFNK
- Bk MMEF s | —EARE 2%
@O - AR RREE 5 LB GRPIF3361FF
BXETERRBZMBET - THAL EEF
BARRIEBITIRAS% A FEEIAE -

AATESREEBELIOTZEERIFR

RE

Long(L)/ Number Percentage

short(S) of issued of the issued

Name of Substantial Shareholders Capacity position Shares held share capital

BEERT HBRT

TERRER ) #E/ KR EEREE RAB A

Lazard Asset Management LLC Investment Manager L 434,102,281 14.00%
REKE A

Lazard Emerging Markets Equity Portfolio Investment Manager L 219,747,000 7.09%
RERR 5Y)

Prudential plc Held through controlled Corporations L 248,240,500 8.00%
i oSt YNCIES <] A

UBS AG (Note ) (1) Beneficial owner L 104,397,985 3.37%
BERAA SY)

S 101,171,800 3.26%
wE

Held through controlled corporations L 45,738,400 1.47%
BBRXEHARRE e

Person having a security interest in shares L 15,657,000 0.50%
HkOHARBERHA 59}

Note 1 : (i) Long position of 904 shares were held through physically settled
derivatives (on exchange); (i) long position of 31,210,000 shares and
short position of 99,937,000 shares were held through cash settled

derivatives (off exchange).
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Other Information (cont'd)

CORPORATE GOVERNANCE
Compliance with the Corporate Governance Code

The Board of the Company recognises and appreciates the importance
and benefits of good corporate governance practices and has adopted
corporate governance and disclosure practices for achieving a higher
standard of transparency and accountability.

The Board members have regular discussions about the business
strategies and performance of the Group and have regular trainings
on Listing Rules and regulatory requirements provided by the legal
adviser of the Company from time to time together with the relevant
senior executives. Finance Department provides and reports to the
Board members on the key management accounting information
of the Group on a regular basis. The Company has an established
internal reporting practice throughout the Group to monitor the
operation and business development of the Company so as to
capture potentially price-sensitive information on a timely basis, and
to monitor the continuing disclosure obligation.

Throughout the reporting period, the Company had complied with
the code provisions in the CG Code and, where appropriate, adopted
the recommended best practice as set out in the code provisions,
except for code provisions A.2.1 and A.4.1:

Code provision A.2.1 provides that the roles of chairman and chief
executive should be separate and should not be performed by the
same individual. Ms. CHU Lam Yiu, Chairman of the Board and
Executive Director of the Company, took up the position of CEO
starting from 9 April 2013. As the Board meets regularly to consider
matters relating to business operations of the Group, the Board is of
the view that the above arrangement will not impair the balance of
power and authority of the Board and the executive management.
The effectiveness of corporate planning and implementation of
corporate strategies and decisions will generally not be affected.

Code provision A.4.1 stipulates that non-executive directors should
be appointed for a specific term and subject to re-election. The INEDs
of the Company were not appointed for a specific term as they
are subject to retirement by rotation no later than the third annual
general meeting of the Company since their last appointment or
re-election and are eligible for re-election in accordance with the
Company’s bye-laws. As such, the Company considers that sufficient
measures have been taken to ensure that the Company’s corporate
governance practices are no less exacting than those set out in the
CG Code.
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Other Information (cont'd)

Changes to Information in respect of Directors

In accordance with Rule 13.51B(1) of the Listing Rules, the changes
to information required to be disclosed by Directors pursuant to
paragraphs (a) to (e) and (g) of Rule 13.51(2) subsequent to the date
of the Annual Report as of 31 March 2013 of the Company are set
out below:

1. Mr. LAU Chi Tak retired as the CEO and Executive Director of
the Company with effect from 8 April 2013.

2. Ms. CHU Lam Yiu was appointed as the CEO of the Company
with effect from 9 April 2013.

3. Dr. JIN Lizuo retired as an INED of the Company with effect
from 8 August 2013.

4. Dr. DING Ningning was appointed as an INED of the Company
with effect from 8 August 2013.

5. Mr. WU Chi Keung was appointed as an INED of the Company
with effect from 8 August 2013. He was appointed as an
independent non-executive director of YuanShengTai Dairy
Farm Limited (listed on the Stock Exchange on 26 November
2013) with effect from 7 November 2013.

6. Mr. POON Chiu Kwok was appointed as an independent
non-executive director of Tonly Electronics Holdings Limited
(listed on the Stock Exchange on 15 August 2013) with effect
from 12 July 2013.

7. Ms. MA Yun Yan retired as an independent non-executive
director of Rainbow Department Store Co., Ltd. (listed
on Shenzhen Stock Exchange) upon expiry of term on 27
September 2013.

Model Code for securities transactions by the Directors of
listed issuers

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by the Directors of the Company. Having made specific
enquiry to all Directors, all Directors confirmed in writing that they
had complied with the required standard as set out in the Model
Code throughout the six months ended 30 September 2013.
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Other Information (cont'd)

INTERIM AND SPECIAL DIVIDENDS

The Board has resolved to declare an interim dividend of HK8.68 cents
per share (2012: HK7.48 cents per share) and a special dividend of
HK2.88 cents per share (2012: HK2.48 cents per share) both in cash
for the six months ended 30 September 2013, which are expected
to be paid around 28 February 2014, to Shareholders whose names
appear on the Register of Members of the Company on 17 February
2014.

CLOSE OF REGISTER OF MEMBERS

In order to determine Shareholders who qualify for the interim and
special dividends, the Register of Members of the Company will
be closed from 13 February 2014 to 17 February 2014, both days
inclusive, during which no transfer of shares will be effected. All
properly completed transfers form(s) accompanied by relevant share
certificate(s) must be lodged for registration with the Company’s
Branch Share Registrar, Tricor Tengis Limited, at 26/F., Tesbury
Centre, 28 Queen’s Road East, Hong Kong not later than 4:30 p.m.
on 12 February 2014.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the six months ended 30 September 2013, the Company
repurchased a total of 4,213,000 ordinary shares of HKDO.10 per
share through the Stock Exchange at an aggregate consideration
of approximately HKD 13,892,000 (excluding transaction costs). The
aforesaid repurchased shares together with 4,598,000 shares, which
were repurchased in the last financial year but not yet cancelled, were
both cancelled on 30 April 2013. Details of shares repurchased during
the reporting period are set out as follows:
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April 2013 4,213,000 3.40 3.21 13,892
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The Directors believe that repurchases of shares are in the best
interests of the Company and its Shareholders and that such
repurchases of shares would lead to an enhancement of the net asset
value per share and earnings per share of the Company.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed
securities during the six months ended 30 September 2013.

EERE OBRONDNEARARERRZ
RENR  YARSARASREEFERE
B &R o

B EXPTREESN AR B REERE R R
EHZE_T-—=FNAA=1THILXEAHRAREAR
HERE HEXBOARFERMLEHES -

29



30

Huabao International Holdings Limited 2% Bl 3% A% A PR A 7] 2013-2014 Interim Report A2 Bz £

Other Information (cont'd)

PUBLIC FLOAT

Throughout the six months ended 30 September 2013, the Company
had maintained the prescribed public float under the Listing Rules,
based on the information that was publicly available to the Company
and to the best belief and knowledge of the Directors.

AUDIT COMMITTEE

The Board has formed an audit committee in accordance with the
Listing Rules to fulfill the functions of reviewing and monitoring the
financial reporting procedure and internal control of the Company.
The Audit Committee members currently comprise all of the INEDs,
namely Dr. DING Ningning, Mr. LEE Luk Shiu, Ms. MA Yun Yan
and Mr. WU Chi Keung. The Audit Committee and the Board
have reviewed and approved the Company’s unaudited condensed
consolidated interim financial information for the six months ended
30 September 2013.

By Order of the Board
CHU Lam Yiu
Chairman and CEO

Hong Kong, 26 November 2013
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Review Report

e
pwc

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF

HUABAO INTERNATIONAL HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on pages
33 to 66, which comprises the condensed consolidated statement
of financial position of Huabao International Holdings Limited (the
"Company”) and its subsidiaries (together, the “Group”) as at 30
September 2013 and the related condensed consolidated statements
of income, comprehensive income, changes in equity and cash flows
for the six-month period then ended, and a summary of significant
accounting policies and other explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on the interim financial information
to be in compliance with the relevant provisions thereof and Hong
Kong Accounting Standard 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and
presentation of the interim financial information in accordance with
Hong Kong Accounting Standard 34 “Interim Financial Reporting”.
Our responsibility is to express a conclusion on the interim financial
information based on our review and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
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PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Review Report (cont'd)

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 interim financial information consists of making inquiries,
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 information is not prepared,
in all material respects, in accordance with Hong Kong Accounting
Standard 34 "Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 November 2013
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Condensed Consolidated Statement GLEESS R 3 e
of Financial Position
As at 30 September 2013 RZZE—=FhA=+H
(All amounts in HK dollar thousands unless otherwise stated) (BB HEIEREEI - FESEH BB T TYIR)
30 September 31 March
2013 2013
—E-=F _‘f——¢
NB=+H =A=+—~H”
Note Unaudited Audited
M5 RICEX Kz
Assets BE
Non-current assets FREBEE
Property, plant and equipment MNE - HEEE KR E 7 1,447,416 1,443,810
Land use rights + {5 FE#E 7 203,469 204,045
Intangible assets EE E 7 2,952,545 2,925,745
Investments in associates REEZNF 21K E 170,947 102,299
Investments in a jointly controlled entity REREGEE 2188 6,244 -
Available-for-sale financial assets TT,\ﬁ%jayﬂéF 73,897 67,648
Deferred income tax assets BEEMSMERE 8 95,727 48,710
4,950,245 4,792,257
Current assets ﬁ?f]ﬁ&
Inventories w5 761,418 702,316
Trade and other receivables f’f%&ﬁﬁﬂf‘ﬂ& 9 1,209,583 1,059,769
Assets held for sale BIELEBRE 5,197 5,102
Short-term time deposits RHITETFER 521,952 437,166
Cash and cash equivalents e RIBESZEEY 2,535,783 1,886,183
5,033,933 4,090,536
Total assets HmEE 9,984,178 8,882,793
Equity Ez
Capital and reserves attributable to RATERBFEA
the Company’s equity holders R R #E
Share capital N 10 310,132 311,013
Reserves f;ﬁ{% 12 1,050,816 914,597
Retained earnings 1% 2 27
— Proposed interim/final dividend WORAPHER RHEANL S 19 269,194 291,524
— Proposed special dividend — BURFTRIRR B 19 89,318 86,837
— Others — Htb 6,184,229 5,675,440
7,903,689 7,279,411
Non-controlling interests FEIEHIM R 312,273 346,265
Total equity R 8,215,962 7,625,676
Liabilities =Kt
Non-current liabilities 3qu§3bﬁf§
Deferred income tax liabilities RIEMERAsE 8 59,458 62,628
Current liabilities REIEE
Borrowings BxR 13 480,135 465,000
Trade and other payables “”%&Hﬁﬂf‘ﬁ 14 1,054,693 585,683
Current income tax liabilities HHFEHAaE 173,930 143,806
1,708,758 1,194,489
Total liabilities Hafs 1,768,216 1,257,117
Total equity and liabilities HERREE 9,984,178 8,882,793
Net current assets REBEEFE 3,325,175 2,896,047
Total assets less current liabilities HEERRBAE 8,275,420 7,688,304

The notes on pages 38 to 66 are an integral part of this condensed 5538 E £ 66 H i it BRI AS P HIEEE
consolidated interim financial information. K EE g &0 17 -
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Condensed Consolidated Income Statement

For the six months ended 30 September 2013

(All amounts in HK dollar thousands unless otherwise stated)

AR S R

BE_ZT—=—FAA=1THIXEA
(BRABEEAEIN  MAESRHUNEETITIIR)

Unaudited
RCEX
Six months ended
30 September
BZhLA=1THILEAEA

Note 2013 2012
k=3 —E-=fF —T——F

Sales e 6 1,941,939 1,684,042
Cost of goods sold PHER AN (609,046) (536,954)
Gross profit EF 1,332,893 1,147,088
Other income HAbYam 15 84,838 56,508
Selling and marketing expenses HERMISHERY (78,591) (63,519)
Administrative expenses THER (296,215) (241,889)
Operating profit EERF 1,042,925 898,188
Finance income TSI A 22,707 18,444
Finance costs RE A (5.783) (11,473)
Finance income — net FREUA — F58 16,924 6,971
Share of (loss)/profit of associates and FE(GESE & A A R A1

a jointly controlled entity TR (BR),/ &F) (1,432) 103
Profit before income tax BRE AT 2 F 1,058,417 905,262
Income tax expense PS8R 17 (157,462) (109,702)
Profit for the period AHBER 900,955 795,560
Attributable to: FEAL -
Equity holders of the Company RAEIERFEEA 893,188 784,903
Non-controlling interests FEFR MRS 7,767 10,657

900,955 795,560

Earnings per share for profit AYPBAR D RESEFEA

attributable to the Company’s EhRNERET

equity holders for the period

Basic (HK cents) B (L) 18(a) 28.80 24.87

Diluted (HK cents) #E (B 18(b) 28.79 24.85
Interim dividend FHEARR S 19 269,194 235,033
Special dividend #BIRE 19 89,318 77,926

358,512 312,959

The notes on pages 38 to 66 are an integral part of this condensed

consolidated interim financial information.

FE38EE66 AN EANBRAKRA T HUBE
FHEVEEREBEDD
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Condensed Consolidated Statement BHsES2HEKER

of Comprehensive Income

For the six months ended 30 September 2013

BE_ZT—=—FAA=1THIXEA

(All amounts in HK dollar thousands unless otherwise stated) (BB HIIBEEI - HESEHEETFTHIR)

Unaudited
RBER
Six months ended
30 September
BEAA=ZTHLEREA

2013 2012
—E—=F —E-CF
Profit for the period 7 A 2 R 900,955 795,560
Other comprehensive income: Hib2mEka ¢
Items that may be reclassified to profit or loss AEF 7 E 2 B 9 E B
Fair value changes on available-for-sale AHEEEREEY
financial assets, net of tax BREENARER 3,745 (2,511)
Currency translation difference on THNETS 2
foreign operations BmE =8 127,936 (41,827)
Other comprehensive income/(loss) for AHBERHR A EMMEE
the period, net of tax W (E8E) 131,681 (44,338)
Total comprehensive income for AHEBRTZ
the period, net of tax 2 HEWNREAE 1,032,636 751,222
Total comprehensive income attributable to: EE2EREEEE :
Equity holders of the Company RANBRESEHEA 1,017,524 745,718
Non-controlling interests eI HI MR R 15,112 5,504
1,032,636 751,222

The notes on pages 38 to 66 are an integral part of this condensed  2$38E £66 B KMt AR E H B K E

consolidated interim financial information.
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Condensed Consolidated Statement

of Changes in Equity

For the six months ended 30 September 2013

ARG ERERB R

BE_ZT—=—FAA=1THIXEA

(All amounts in HK dollar thousands unless otherwise stated) (BRBEIEEEI  FTASBEHUBET TIIR)
Unaudited
AMEEN
Attributable to equity holders of the Company
RAREREE AR
Non-
Share Retained controlling Total
Note capital  Reserves  earnings Total interests equity
FiEE & fifs  REEA @zt 4] R
Balance at 1 April 2012 R-B--£MmA-A 315,985 867,402 5134920 | 6,318,307 331942 6,650,249
Total comprehensive income for BZ-E-CERA=HHLE
the six months ended 30 September 2012 AEAN2EUREE - (39185 784903 | 745718 5504 751,222
Transactions with owners in their BRNFREANRS
capacity as owners:
Dividends payable to shareholders BUEEE = - (280595 | (280,595) - (280,59))
Dividend payable to non-controlling interests MR ERRARMRE = = = - (19369 (19,369)
Appropriations from net profit B AR - 828 (828) - - -
Repurchase and cancellation of shares EE R ERR (1,468) 1,468 (74,069) | (74,069) S (74,069)
Acquisition of additional interest in Qingdao FIERRIER YR
Qingda Product Co., Inc. ("Qingdao Qingda”) EESAYERGERAA
from non-controlling interest ([5E5A]) BOMER - 3312 - 3312 (16,139) (12,827)
Incorporation of non-wholly owned subsidiaries ~ F 32 AH B AT - - - - 2913 2,913
Total transactions with owners BREEARZAR (1,468) 5608  (355492) | (351352 (12595  (363,947)
Balance at 30 September 2012 RZE--£NA=1H 314,517 833,825 5564331 | 6,712,673 324,851 7,037,524
Balance at 1 April 2013 R=E-=£mA-A 311,013 914,597 6,053,801 | 7,279,411 346,265 7,625,676
Effects on change of accounting policy SHIREENYE - (264) 264 - - -
Total comprehensive income for BE-E-=EnA=1HL
the six months ended 30 September 2013 AEANZEUELE - 124336 893,188 | 1,017,524 15112 1,032,636
Transactions with owners in their BRATEREANRS
capacity as owners:
Dividends payable to shareholders ARERTORE - - (378361) | (378,361) - (378361)
Divicends payable to non-controlling interests — [ZE SRS TR BV S, = = = - (33675  (33,675)
Appropriations from net profit B AR - 12,214 (12,214) - - -
Repurchase and cancellation of shares e Rzt ikl (881) 881  (13,937) | (13,937) - (1393)
Acquisition of additional interest in IR R
Yongzhou Shanxiang Flavour Co., Ltd. KMLBEHERAT]
("Yongzhou Shanxiang”) from (TMILE ]) Bopgss
non-controlling interest 20) - (948) - (948) (4,294) (5.242)
Disposal of a subsidiary = NG - - - - (14356)  (14,356)
Additional investment in a non-wholly BINFARELENEB AT
owned subsidiary 22(b) - - - - 3,221 3,221
Total transactions with owners BREARZAR (881) 12,147 (404512) | (393,246)  (49,104)  (442,350)
Balance at 30 September 2013 RZE-ZEAA=1H 310,132 1,050,816 6,542,741 | 7,903,689 312273 8,215,962

FE38EE6CAMMEANBAKRAE T HUBE
KV Ef D -

The notes on pages 38 to 66 are an integral part of this condensed
consolidated interim financial information.
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FHHRGERTRER

BHE_—

—=FNAA=1+HILKREA

(All amounts in HK dollar thousands unless otherwise stated) (% ﬁ? BRESN - FTESBHEETFTYIR)
Unaudited
RBER
Six months ended
30 September
BEAA=1+RHIEXMEA
2013 2012
—E—=F —E-CF
Cash flows from operating activities, net BEETMEA 2 FHS 849,872 706,608
Cash flows used in investing activities, net BEEYFRAFRe (207,689) (219,209)
Cash flows used in financing activities, net MEEZEMAZFRE (25,056) (60,864)
Net increase in cash and cash equivalents Re LIRS EEWILINERE 617,127 426,535
Cash and cash equivalents at 1 April RIMA—HB2H4e NIES%EY 1,886,183 2,286,577
Effects of currency translation on cash and EEHmEEIRS &
cash equivalents ReFEMNTE 32,473 (21,231)
Cash and cash equivalents at 30 September PHAWA=TB2ES RIEEZEY 2,535,783 2,691,881

The notes on pages 38 to 66 are an integral part of this condensed

consolidated interim financial information.
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Notes to the Condensed Consolidated
Interim Financial Information

(Al amounts in HK dollar thousands unless otherwise stated)

GENERAL INFORMATION

Huabao International Holdings Limited (the “Company”) was
incorporated in Bermuda as an exempted company with limited
liability. The address of its registered office is Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda.

The Company has its primary listing on The Stock Exchange of
Hong Kong Limited (the ”Stock Exchange”).

The Company is an investment holding company. The Company
and its subsidiaries (the "Group”) are mainly engaged in the
research and development, production, distribution and sale
of flavours, fragrances and reconstituted tobacco leaves in the
People’s Republic of China (the “PRC"). Ms. Chu Lam Yiu (“Ms.
Chu”), who is the Chairman of the Board of Directors, holds
approximately 39% equity interest in the Company as at 30
September 2013, and is the single largest shareholder of the
Company.

This condensed consolidated interim financial information is
presented in thousands of units of HK dollars (“HKD'000")
unless otherwise stated and it has been approved for issue by
the Board of Directors on 26 November 2013.

This condensed consolidated interim financial information has
been reviewed and has not been audited.

BASIS OF PREPARATION

This condensed consolidated interim financial information for
the six months ended 30 September 2013 has been prepared
in accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities
on the Main Board of Stock Exchange (the “Listing Rules”)
and Hong Kong Accounting Standard ("HKAS") 34 "Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA"). This condensed
consolidated interim financial information should be read in
conjunction with the consolidated financial statements of the
Group for the year ended 31 March 2013, which have been
prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRS").
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

3. ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for
the year ended 31 March 2013, as described in those financial
statements.

(a)

HKFRS 11, "Joint arrangements”. According to HKFRS
11, Investments in joint arrangements are classified either
as joint operations or joint ventures, depending on the
contractual rights and obligations each investor has
rather than the legal structure of the joint arrangement.
The policy choice of proportionate consolidation under
HKAS 31 has been eliminated under HKFRS 11. Equities
accounting should be used for joint ventures.

Before 1 April 2013, the Group’s investment in its jointly
controlled entity, Yunnan Qing Tian Xiang Keji Fazhan
Co. Ltd. (“Yunnan Qingtian”) was accounted for by
proportionate consolidation. Under HKFRS 11, Yunnan
Qingtian is a jointly controlled entity which shall be
accounted for using the equity method retrospectively.

The financial effects of using equity accounting for the
investment in Yunnan Qingtian are not material to the
Group's consolidated financial statements and therefore
the Directors have decided not to restate the consolidated
financial statements for the year ended 31 March 2012
and 2013. All the financial effects are reflected in the
consolidated financial statements for the six months
ended 30 September 2013.

Taxes on income in the interim periods are accrued using
the tax rate that would be applicable to expected total
annual earnings.

& B 4R & o 2 B H B R B A ()

(BRmBHEREN  ESBHABE T ITIIR)

3. BFBE
BT FTAN « Rl A SRS A AR
R B REERE S —=F=
A=+ —BILEENFENBRRAME
BMeBE—8 - YO R ZHBERE
Wo

(a) BEAVBRELENFIRIAER
Bl RIBBFAM B RS ERE
B ERERHTHRE  $8RF
BEKREENSRARENELT D
BRBARERAEDLE MR
BELHRATEHEBE - BAEGRE
AE3VRLLPIEHFERREFBYH
HEEAE1RESR  BREDLE
VARBESEAR

E-ZE—=FWA—HA X&E
HEARZEGHER (ERBHER
RERABRAR ([EmFM]) B
BRALHIEEAR - RER
BB REERNFE1R - ErEH
WA AAFEZEHERARRAZES
EARR - WBAEAR M -

KA AHERBHMNEEAR
HAEEMNRETBRRLAEE
AN BEE  ARESRETE
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

3.

ACCOUNTING POLICIES (continued)

(0

The following amendment to standard and interpretation
are mandatory for the first time for the financial year
beginning 1 April 2013, but are not currently relevant or
do not have significant impact to the Group’s operations:

o HKAS 19 (Amendment), “Employee benefits”

. HK(IFRIC) Int 20, “Stripping Costs in the Production
Phase of a Surface Mine”

The following new standards, amendments to standards
and interpretations have been issued but are not yet

& B 4R & o 2 B H B R B A ()

(BRREHEBEN - FFESRGABE T TIIR)

3. EFBR (&)
(0 TIEFTEMEBRER-_T—=
P9 A — B R 6 09 B R 2 B R 9
FER - BREARKE R EELE
BERPE

o FAEGIERFIR (BR)
[BTEA] -

e BB (BERMBHREZREZE
g) BB BRBELEEMR
ERAVRIBERC AN | o

(d) BEEMEIARENMNAEE IR ER
BRMEER - BET RERBEL

effective and have not been early adopted by the Group: RIRRTE ¢
Effective for annual
periods beginning
on or after
ZEBBRRN
FEBEBENR
HKAS 32 (Amendment) Offsetting Financial Assets and Financial Liabilities 1 January 2014
B et ERIZE325E (B2 [KiHERMEERERIAE] —ZE-mME—-HA—H
HKFRS 10, HKFRS 12 and HKFRS 27 1 January 2014

(revised 2011) (Amendments) Investment entities
BAMBEWMEERE 105 - B12 REBGFHERIFE275% —ZE-—mME—-HA—H
—TE——FEF]) R [REEE]
HKAS 36 (Amendments) Recoverable amount disclosures for non-financial assets 1 January 2014
B e ERIZE365% (B2 [IEEREEN AT E SRR EE | —ZE—mME—-HA—H
HKAS 39 (Amendments) Novation of derivatives 1 January 2014
R ERIE395 (B2 [EBEITESRT A | —ZE-—mMFE—-HA—H
HK(IFRIC) Int 21 Levies 1 January 2014
55 (BRI BRERBEES) —2821 [#i) —ZE-MFE—-HA—H
HKFRS 9 Financial Instruments 1 January 2015
BAU G REENEN [T A —E-hF—-HA—H
HKFRS 9 and HKFRS 7 (Amendments) Mandatory Effective Date of HKFRS 9 1 January 2015
and Transition Disclosures

BEMBWMEERFFE N BT (E20) [ HIMEAERR B B MR 1K EE | —E-—hF—-—HA—H

Management does not anticipate that the application
of the new standards, amendments to standards and
interpretations will result in a material impact on the
Group's consolidated financial statements.

EEEBERLENR] BRI RER
BEANZEBZERTEHAEH
R M EMRAEEATE
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(BRmBHEREN  ESBHABE T ITIIR)

(Al amounts in HK dollar thousands unless otherwise stated)

ESTIMATES

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

In preparing this condensed consolidated interim financial
information, the significant judgements made by management
in applying the Group’s accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended 31
March 2013.

FINANCIAL RISK MANAGEMENT
5.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including foreign exchange risk, cash
flow interest rate risk, and fair value interest rate risk),
credit risk and liquidity risk.

The condensed consolidated interim financial information
does not include all financial risk management
information and disclosures required in the annual
financial statements, and should be read in conjunction
with the Group’s annual financial statements for the year
ended 31 March 2013.

There have been no changes in the risk management
policies since 31 March 2013.

5.2 Liquidity risk
As at 30 September 2013, the Group's net debt is zero (31
March 2013: zero), which is calculated as total borrowings
(including current and non-current borrowings) less cash
and cash equivalents.

fiskt

BT RREREEEHTES
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EVBRERVE L HIE - AT ARER - BERAS
g R FHETAE -

ERmBUEHARETHUBENE - &
EERAANSE ST HRRFEHNEAH
AR A REE R BB AR - A E—
E—=F=ZA=1T—RIFEFEUBR
RFTREAEAER

B 7% B i
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

5.

FINANCIAL RISK MANAGEMENT (continued)

& B 4R & o 2 B H B R B A ()

(BRREHEBEN - FFESRGABE T TIIR)

5. MBERERE (&)

5.3 Fair value estimation 53 QXAEEME

The following analyses financial instruments carried at KTHA=ZEemIAEEAAE

fair value within a fair value hierarchy that categorizes BEERFERNTRERA - ROITIE

into three levels the inputs to valuation techniques used ARBEARNESHRITEA - ~EE
to measure fair value. The three different levels are as BHTEWOT

follows:

e Quoted prices (unadjusted) in active markets for o (HREESABGBEETRMSEN
identical assets or liabilities (level 1). WE CREAR) (E—E) -

e Inputs other than quoted prices included within e BRTFIEFMBEMNREIN -
level 1 that are observable for the asset or liability, ZEEMABENABRNEM
either directly (that is, as prices) or indirectly (that is, WA - AIRERE (AFINER)
derived from prices) (level 2). gfEEENRBEE®) (E=

E) o

e Inputs for the asset or liability that are not based s EEMBEBWIFKEBENEEM
on observable market data (that is, unobservable HEE AR A (B8R
inputs) (level 3). A (E=E) -

The financial assets of level 3 fair value hierarchy RZE—=FNA=1+HERZZT—

classification as at 30 September 2013 and 31 March —FZA=+—H FZEAARE

2013 were the available-for-sale financial assets. During BEERBEANZEHEERTHEE

the reporting periods, there were no significant changes DREE RAMEHAN  £FEH

in the business or economic circumstances that affect the N A8 NE O 3 4 BB K ok B T 5| BUAR
fair value of the Group’s financial assets and no transfers SECEREENAABEELEE
into or out of level 3. A&t DHMEANEMEERSE
= ERBERE ALE T -
5.4 Fair value measurements using significant 540 FAERAFTABEBANAAE

unobservable inputs (Level 3)

HFTE (%838)

Amount

X

At 1 April 2013 R-_ZE—=FmMA—H 67,648

Fair value change recorded in equity, BB 2 AR FEZ B AR 4,993
before netting off tax

Currency translation differences E¥mE xR 1,256

At 30 September 2013 RZE—=FNA=+H 73,897

There were no changes in valuation techniques during the

period.

A BERDALEZE -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(BRmBHEREN  ESBHABE T ITIIR)

(Al amounts in HK dollar thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT (continued) 5. BiERERE (&)

5.5 Group’s valuation processes

The Group’s finance department includes a team that
performs the valuations of financial assets required for
financial reporting purposes, including Level 3 fair values.
This team reports directly to the chief financial officer
(CFO). Discussions of valuation processes and results are
held between the CFO and the valuation team at least
once every half a year, in line with the Group’s reporting
dates.

5.6 Fair value of financial assets and liabilities
measured at amortized cost

The fair value of financial assets and financial liabilities
measured at amortized cost approximate their carrying
amounts.

SEGMENT INFORMATION

The Group has organized its operations into three main
operating segments:

- Flavours;
- Fragrances; and
- Reconstituted tobacco leaves.

The chief operating decision-makers have been identified as
the executive directors (the” Executive Directors”). The Executive
Directors review the Group’s internal reporting in order to
assess performance and allocate resources. Management has
determined the operating segments based on these reports.

The Executive Directors consider the business from the operation
perspective and assess the performance of flavours, fragrances
and reconstituted tobacco leaves segments. Flavours include
research and development, production and sale of flavours
products. Fragrances include research and development,
production and sale of fragrances products. Reconstituted
tobacco leaves include research and development, production
and sale of reconstituted tobacco leaves. The Executive Directors
assess the performance of the operating segments based on a
measure of operating profit.

55 XEBHNGHEBRE
NEBZMEEEZRE—E/NE - &
ERVBRESERTHEREE
MEE BREEEFEIEAAEE-
S NA BB MBS BELER o B
BEE N A NE IR AEE 2 RS
HERE+FR/IT R WRGER
FREEAR -

56 RBERAGTENSHEERE
BzAnEE
TET%&%%WZR*Jr%E’J‘i\@’éF%D%%
MARBEDELREERS

2 EHER

REENRENR=—TATBZENE :

~ ARERER
— BRERER: R
BEE -

FERERKREARBMITES ([W1T
B WTESEHASENRNBRE
Muﬂﬁi\%ﬁ& PEEEIR o BERERRBILER
ELUREEEDEL

HITESNKLLERHAEEEER LA
RAEREERN  BATRENRERER
ZOBERBRE - RABTKEHNEHE
EE  AERHERMBRANER °
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Notes to the Condensed Consolidated R E P M B ERME @
Interim Financial Information (cont'd)
(All amounts in HK dollar thousands unless otherwise stated) (BB AEERAEI  FESEHUNBEETITIIR)
6. SEGMENT INFORMATION (continued) 6. DEEFR (&)
The segment information for the six months ended 30 HEZT—=FhLA=+THLEREANS
September 2013 is presented below: HERZ5AT
Unaudited
RBER

For the six months ended 30 September 2013
BE-R-ZFNA=tHLAER
Reconstituted Total
Flavours Fragrances tobacco leaves segments Corporate Total
&A HA
BRER BRER BEEEs oA 3 st

Total turnover P 1,469,385 40,748 473,377 1,983,510 - 1,983,510
Inter-segment sales DEPEIEE (41,560) (11) - (41,571) - (41,571)
Segment turnover - net DEEEEE — 3 1,427,825 40,737 473,377 1,941,939 - 1,941,939
Segment result DEEE 867,496 4,010 181,345 1,052,851 (9,926) 1,042,925
Finance income BAFEUMA 22,707
Finance costs AR (5,783)
Finance income — net BRI — %8 16,924
Share of loss of associates FEREE AR

and a jointly controlled HREEHIER

entity b 5 (1,432)
Profit before income tax PR Rl 22 1,058,417
Income tax expense gt (157,462)
Profit for the period AEHEEF 900,955

Unaudited
RIBER
As at 30 September 2013
R-E-=FhA=1H
Reconstituted Total
Flavours Fragrances tobacco leaves segments Corporate Total
&®H AR

ERERN  BREM o s ) a5 G

5
Der
hiiss
&

Segment assets 6,464,699 166,834 3,269,533 9,901,066 83,112 9,984,178
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Notes to the Condensed Consolidated

Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

6.

SEGMENT INFORMATION (continued)

The segment information for the six months

September 2012 is presented below:

& B 4R & o 2 B H B R B A ()

(BRmBHEREN

6. ZHESR (F&)

HERLIIMT

Unaudited
REEG
For the six months ended 30 September 2012

BE—T-—FNA=TBINER

B B AEETTIIR)

ended 30 BE-_ZE——FNA=1THIEXNEAND

Reconstituted Total
Flavours ~ Fragrances  tobacco leaves  segments  Corporate Total
2A HA
ERREH  BREH BEER  HEBEE @i st
Total turnover RERB 1,410,102 94,228 196,142 1,700,472 - 1,700,472
Inter-segment sales HEEEE (14,821) (1,609) = (16,430) = (16,430)
Segment turnover — net DBLESE - FH 1,395,281 92,619 196,142 1,684,042 - 1,684,042
Segment result DEEE 843,437 5,848 60,482 909,767 (11,579) 898,188
Finance income B 18,444
Finance costs AR (11,473)
Finance income — net MBHA - 38 6,971
Share of profit of associates  JE{EEE& AR 2 B 103
Profit before income tax BREiAn & 905,262
Income tax expense FiSH (109,702)
Profit for the half year AHHEEF 795,560
Unaudited
REER

As at 30 September 2012

R-E——FHAA=1+H

Reconstituted Total

Flavours ~ Fragrances  tobacco leaves  segments  Corporate Total
i HH
EREN  BREM BEER  HEEs & @5t

Segment assets DEEE 5,915,126 214,792 2,509,171 8,639,089 339,028 8,978,117
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(BRREHEBEN - FFESRGABE T TIIR)

(Al amounts in HK dollar thousands unless otherwise stated)

SEGMENT INFORMATION (continued)

Segment result represents the profit earned by each segment
without inclusion of unallocated corporate expenses, finance
costs and finance income. This is the measure reported to
chief operating decision makers for the purposes of resource
allocation and assessment of segment performance.

Non-current assets other than financial instruments and
deferred tax assets of the Group as at 30 September 2013 and
31 March 2013 are mainly located in the PRC.

Revenues from external customers are derived from the sales
of flavours, fragrances and reconstituted tobacco leaves to
customers mainly located in the PRC.

Revenue derived from sales made to one single external
customer for the six months ended 30 September 2013
amounted to 20% (30 September 2012: 25%) of the Group’s
total revenue. These revenues are attributable to flavours
segment.

D EEFR (F)
DBEERRRE WA - EhIDR
BERERS BRI  MEKARES
WA - D BEEEBR B RARM T
EES R RAMAEELEREERS)
AR o

BEmTAMBELMEREENI K
T-—GR-FT-ZFZA=+—A%%
BrERBEERBEEIEZMNER -

KEIMBEFPHBATERIRAHERN
HARERENREEER TRATR

RERBEAIINFE—BRFPREE_F—
ZFNAZFTHIENEANKARER
BIWAR20% (ZE——FNA=+8":
25%)c EEWARCHRAERER DS
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

& B 4R & o 2 B H B R B A ()

(BRmBHEREN  ESBHABE T ITIIR)

PROPERTY, PLANT AND EQUIPMENT, LAND USE 7. ¥ ¥ - MBI RHRE - T FEHE
RIGHTS AND INTANGIBLE ASSETS REFREE
Unaudited
AEEH
Property,
plant and
equipment Total
(excluding property, Other Total
construction  Construction ~ plantand  Land use intangible  intangible
Note  inprogress) inprogress  equipment rights ~ Goodwill assets assets
VESE:
kil (Fg 0% BE Eh 31
itz FEIR) HRIR RGBT HERE e BYEE BES
For the six months ended H3-%--F
30 September 2012 AAZTALEAER
At 1 April 2012 RZE-ZFMA-H 620,090 495,292 1,115,382 209,233 2,652,049 279,926 2,931,975
Acquisition of a subsidiary WEHBAR 4,086 = 4,086 = 13,993 2582 16,575
Additions RE 39,629 174,970 214,599 - - 97 97
Transfers 1 43987 (43.987) - - = - =
Disposals e (387) = (387) = = = =
Depreciation and amortization TER&H 16 (36,524) = (36,524) (3,078) = 21,821) 21,821)
Curreny tranglation differences €M AEZTE (5663) (4,355) (10,018) (1,532) (11,156) (1,55 (12,708)
At 30 September 2012 R-E-—FNA=1H 665,218 621,920 1,287,138 204,623 2,654,886 259,232 2914118
For the six months ended H2-F-=F
30 September 2013 NA=TRLEAEA
At 1 April 2013 RZE-Z5MmA-A 1,310,570 133,240 1,443,810 204,045 2,686,372 239373 2,925,745
Effects on change of HPREENTE
accounting policy (405) - (405) - - - -
Additions hE 34,633 25217 59,910 - - 484 484
Transfers & 68,345 (68,345) - - - - -
Disposal of a subsidiary HENBAT (7,002) (13) (7,015) = = = =
Disposals e (4,344 - (4,344) (1,168) = = =
Depreciation and amortization REREH 16 (70,005) - (70,005) (3.173) - (22,497) (22,497)
Curreny translation differences ~ EWREZS 22,983 2,482 25,465 3,765 46,576 2,231 48,813
At 30 September 2013 R=Z-=£nA=1H 1,354,775 92641 | 1447416 203469 | 2,732,948 29597 | 2,952,545
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8.

DEFERRED INCOME TAX ASSETS/LIABILITIES

The movement in the deferred income tax is as follows:

& B 4R & o 2 B H B R B A ()

(BRREHEBEN - FFESRGABE T TIIR)

8. EEFBHEE A
BIEFEHEBMT -

Unaudited
AEEY
Deferred
income tax
assets Deferred income tax liabilities
B
REREE BERSHER
Withholding
income tax
on dividends
Valuation  expected to
Unrealized surplus of  be remitted
profits assets and from group
arising from recognition entities
intra-group  of intangible  incorporated
Note sales assets in the PRC Total
£BR
£BR i
ATEHE !
FEEM BETM AHELN
£ER BHREY RERELZ
Bitzx RERBH EENRR RRAEH @t
At 1 April 2012 RZE—-—FWA—H 44,436 66,004 6,784 72,788
Acquisition of a subsidiary LN - 646 - 646
Recognized in reserves REEER - 3,543 = 3,543
Recognized in the consolidated WA M RIER
income statement 17 2,717 (3,563) 39 (3,524)
Currency translation differences EHpE = (380) (435) = (435)
At 30 September 2012 RZE——FHAA=1H 41,339 66,195 6,823 73,018
At 1 April 2013 RZE—=%M"A—H 48,710 61,404 1,224 62,628
Recognized in reserves REEER - 1,248 - 1,248
Recognized in the consolidated RiFe R RER
income statement 17 45,813 (3,681) (1,224) (4,905)
Currency translation differences B E R 1,204 487 - 487
At 30 September 2013 RZZ-=FhAHA=TH 95,727 59,458 - 59,458
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)
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(BRmBHEREN  ESBHABE T ITIIR)

DEFERRED INCOME TAX ASSETS/LIABILITIES
(continued)

Deferred income tax assets are recognized for temporary
differences arising from the unrealized profits from intra-group
sales, and calculated under the liability method using the tax
rates which are enacted or substantively enacted by the balance
sheet date.

Deferred income tax liabilities arose from the valuation
surplus of property, plant and equipment, land use rights and
intangible assets, and recognition of intangible assets as a result
of acquisition of subsidiaries; and withholding income tax on
dividends expected to be remitted abroad by group entities
incorporated in the PRC.

Pursuant to the Corporate Income Tax Laws of the PRC
approved by the National People’s Congress on 16 March
2007, a 10% withholding tax is levied on dividends remitted
from the PRC entities to overseas investors with effect from 1
January 2008. A lower withholding tax rate of 5% is applied
to Hong Kong investors as there is a tax treaty arrangement
between the PRC and Hong Kong. However, the 5% treaty
rate is not automatically granted. The taxpayer needs to apply
for an approval for enjoying the tax treaty from the relevant
tax bureau. The directors of the Company estimated that a
portion of profits generated by the PRC subsidiaries would be
distributed to their Hong Kong immediate parent companies
and the approval on the treaty rate will be obtained. Therefore,
deferred income tax liabilities have been provided based on
5% of the estimated profits to be remitted to Hong Kong. The
directors of the Company will review the funding requirements
of the Group and revise the dividend distribution policy of its
subsidiaries as appropriate.

As at 30 September 2013, deferred income tax liabilities of
HKD266,903,000 (31 March 2013: HKD231,879,000) have not
been recognized for the withholding tax that would otherwise
be payable on the unremitted profits of certain PRC subsidiaries.

ELEFEHEE,BE (&)

5 8 P9 2 IR 4 65 P S A SR L R R
BRERAELEFREGHEE HeBENA
AR S B B A D B A B
SE TR 2T -

BEFSHBEAR AR RWELA
MEARMMERIYE R RERE - £
EMEMETLEENTERBRNELE
ENRERMEL - MEBARSBEEMK
MR RIEHIE R RN R B TEL 2 TR
RIS

REEEAARKRAGR _ZEZTLF=H
TARBEBNFECEMRSEHE =%
ZENF-A—AE  PRALXFAIIEERE
EEDIKEE - FBIL10% 2 B R W
BH - ERTPBEREBBFNRBEHE -
BHBECEABEBRECEDIKKE - 7
FEBREBENHRS%EUW - BEZ5%H
ERESIIFEHERS  ARATEALE
BMBREPRLEZBERBHE - ARAE
ERFGr R LHBERENEB AR 2 &F
RKERETEREENEEERA -
it BEFAEREBETIRBFELTEZ
BFAS%HERAE - ARAEFHA
B AEE SR RLFHENERF
Z BB HUR -

MN_ZE—=FNA=1+H NEBMI XK
ETHBAENBAR ZKEHEFET
SRR S HERELEASHARES
#266,903,000 (ZE—=F=A=+
—H : #B#231,879,0007T) °
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

9. TRADE AND OTHER RECEIVABLES

R B4R & A B B R R )

(BRmEHEAEI

9. BEZRHMEWIEA

BB AEETITIIR)

As at As at

30 September 31 March

2013 2013

R=B—Z=F R_T—=F

hA=+B =A=+—H

Note Unaudited Audited

BfaE REEX BEZ

Trade receivables g el IE (a) 893,977 822,863
Less: Provision for impairment of W FEUGRIBR B

receivables (7,492) (7,356)

Trade receivables — net S EWEIE — 558 886,485 815,507

Notes receivable i AES 169,305 118,196

Prepayments and other receivables TR IR B B fth R MR IR 109,976 90,317

Advances to staff BI#X 5,820 4,990

Others Hih 37,997 30,759

1,209,583 1,059,769

Except for prepayment of HKD40,398,000 (31 March 2013:
HKD15,220,000), trade and other receivables balances are
financial assets categorized under “loans and receivables”. All
trade and other receivables are either repayable within one year
or on demand. Accordingly, the fair values of the trade and
other receivables approximate to their carrying values.

(a)

The credit period generally granted to customers ranges
from 0 to 180 days. At 30 September 2013 and 31
March 2013, the ageing analysis of the trade receivables

% 78 - BR 2078 #40,398,0000T (=& —
=F=A=+—H : #%¥15,220,0007T)
S BEREMEBWFIEACMEEWND
NEAIERFMEWVREl - MBEESRE
fth EUFRIB T — F Ak R B ANEEE ©
WE S REAMERFIBEREERERD £ EH

4+

Eo

(a) BTEFPHNIEEH —MABOIE180
He RZE—=FNA=+BKZ
T—=—F=ZA=+—H8 EHEHK

(including amounts due from related parties which are
trade in nature) based on invoice date were as follows:

HIB (BEBBALHNESEWR
1B) REBEEZAHNRESTET

As at As at

30 September 31 March

2013 2013

R=B—=F R_T—=%F

AB=+HB =A=+—H

Unaudited Audited

RISEZ KEZ

0 - 90 days 0290H 843,027 737,855
91 - 180 days 91£180H 18,703 53,875
181 — 360 days 1812360H 10,662 15,439
Over 360 days 3608 £ 21,585 15,694
893,977 822,863
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

(BRmBHEREN  ESBHABE T ITIIR)

10. SHARE CAPITAL 10. IR
Unaudited
RBEX
Ordinary shares of
HKDO.10 each
BREEEK0.10T 2 EER
Number

Note of shares HKD'000

BtEE RGEE BT T
Authorized: JETE ¢
At 1 April 2012, 30 September 2012, R-ZE——FmA—§H -

1 April 2013 and 30 September 2013 —E——FNAA=+H"
—E—=FWA—ABAK
—E-=FhHA=+H 5,000,000,000 500,000

Issued and fully paid: ERITRERE :
At 1 April 2012 R-ZZE——FMWMHA—H 3,159,850,961 315,985
Repurchase and cancellation of shares ElE S S %l (14,680,000) (1,468)
At 30 September 2012 RZE—ZFNHA=1H 3,145,170,961 314,517
At 1 April 2013 R-ZE—=FMWA—H 3,110,128,961 311,013
Repurchase and cancellation of shares o] R sk S5k 19 €) (8,811,000) (881)
At 30 September 2013 RZE—=FNA=1H 3,101,317,961 310,132

REBEE-_T—=FAA=1THIERX
@A - NRARE BB ARKE

(@  During the six months ended 30 September 2013, the (a)

Company repurchased a total of 4,213,000 of its own

ordinary shares through the Stock Exchange at an
aggregate consideration of approximately HKD 13,892,000
(excluding transaction costs). All of the repurchased shares
together with 4,598,000 shares repurchased in the last
financial year but were not cancelled as at 31 March 2013,
8,811,000 shares in aggregate were cancelled during the
period. The consideration paid on the repurchased shares
was deducted from retained earnings of the Company
upon cancellation of the shares. The highest price and
lowest price paid for the repurchase was HKD3.40 per
share and HKD3.21 per share, respectively.

#)78%13,892,0007T ( TEIER S
KA ) BE B4 ££4,213,00008 B B
TEAL - 2EEORDERR E—
EFBREELEER-_T—=F=
A =+ — B R & §4 894,598,000
A% - & $£8,811,0008% 7 2~ HA 6 5%
Mo MBRMAZMZRERAA
RIRBENFNG - BIEAXFZ
EaBRASEESAASRAEK
3.40C KB #3.217T °
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11.

SHARE OPTION SCHEME

On 10 October 2006 and 25 October 2006, the Group granted
97,200,000 and 30,400,000 share options with an exercise
price of HKD3.09 per share and vesting periods of up to 3 years
to employees and directors respectively. On 17 October 2007,
the Group granted 13,900,000 and 3,600,000 share options
with an exercise price of HKD6.65 per share and vesting periods
of 0.5 to 3 years to employees and a director respectively. On
14 April 2008, the Group granted 10,400,000 share options to
two directors with an exercise price of HKD6.39 per share and
vesting periods of 0 to 3 years. The options have a contractual
option term of 10 years. The Group has no legal or contractual
obligation to repurchase or settle the options in cash. The fair
value of the share options was determined using the Black-
Scholes valuation model.

Movement in the number of share options outstanding during
the half year and their related weighted average exercise prices
are as follows:

R B4R & A B B R R )

(BRREHEBEN - FFESRGABE T TIIR)

11.

BT E

RZEERF+ATEERZZEEF+A
“+HHB - AEES R E97,200,000
30,400,000 % B 1 - TR ERBRKR
BEI T EFEBHARIEIF - TREE
FEEZ - RR_ZTZEF+A+ER K
£ E 5 R# H13,900,000}.3,600,0000%
B TEEASREY665IRFEE
HAFFE3IF FEER—RBRESZE- K
RZZEZNFHA+TEAE @ REBERTH
#EE10,400,000% BBk #E - 1TFE R
ERAEBIITRFBH ARIOEIF - &
AR ECHERENHR AT - AEEEE
EEBEXEREE R AR S S TEERAE -
BEIRER A 1 (BB BBlack-ScholessT{h &

AR -
MR - RTEBBRRE 2 2
R HARREZ M99 T B BRI R T ¢

Unaudited
RIBEX

For the six months ended 30 September

BENA=1HIELAEA

2013 2012
—E—=f —ET——F

Weighted Weighted

average average
exercise Number exercise Number
price in of share price in of share
HKD per options HKD per options
share ("000) share ('000)
IFETY BREZE IR BEAEEE
TEEET (R® TR ESET (IR
(BRET) KF5) (FRRET) ATFET)
At 1 April REA—H 5.23 30,990 5.23 30,990
Exercised 2171 = - e -
At 30 September RARA=+H 5.23 30,990 5.23 30,990
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Notes to the Condensed Consolidated AR E P BB ERME @
Interim Financial Information (cont'd)
(All amounts in HK dollar thousands unless otherwise stated) (BB BEHEAEIN - TESEHABETTIIR)
11. SHARE OPTION SCHEME (continued) 1. BRESTE (F)
Share options outstanding as at 30 September 2013 are RZBE—ZFNA=ZTHRTEEREZ
analyzed as follows: ST -
Unaudited
REEZ
Number of
Exercise price in share options
Grantee BETA HKD per share ('000)  Expiry Date

TEERER BREHE
(ZRRET) (RBUATE)  XXEH

Directors = 3.09 4,000 24 October 2016
—EXEFTAZTIA
6.65 2,600 16 October 2017
—E—+F+AH+"H
6.39 3,400 13 April 2018
—ZT-N\FWEA+=H
Employees =] 3.09 7,600 9 October 2016
—E-RETANR
6.65 6,390 16 October 2017
—Z—+tF+A+<A
Other participants Hih g 6.39 7,000 13 April 2018
—E-N\FEA+=H
At 30 September 2013 R-BE-=ZFhA=1+H 30,990
All share options outstanding as at 30 September 2013 are NRZE—=FNLA=+H  IEXRTEHDN

currently exercisable. REIRERIRAER] TATIE ©
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12. RESERVES

& B 4R & o 2 B H B R B A ()

(BRREHEBEN - FFESRGABE T TIIR)

12. %%

Unaudited
FEEH
Capital ~ Share-hased  Currency
Contributed Merger Share  Treasury Capital redemption compensation  translation Other
Note surplus reserve  premium shares reserve reserve reserve reserve  reserves Total
HRG
EXRE REBN  EWEE
i3 RARR  AHEE ROEE  ERRH  ERGE 1 Hegk R AtEE Ehy

At 1 April 2012 R-%-—#mA-H 283,191 (617,160) 445977 = 1677 = 41817 549,592 157,308 867,402
Fair value changes on avallable- R ESREEY

for-sale finandil assets, BHENDLEEY

net of tax - - - - - - - - 2,51 2,511
Appropriations from net profit A& = = = - - - - - 828 828
Acquisition of additional interests ~ F3Fi&H 1 k%

of Qingdao Qingda from FEEABMES

non-controlling interests - - - - - - - - 3312 3312
Repurchase and cancellation @B RETHR(R

of shares - - - (302) - 1,770 - - - 1468
Currengy translation differences ~ EHHEZEE - - - - - - - (36,674) - (36,674)
At 30 September 2012 RZE-—#nA=1H 283,191 (617,160) 445977 (302) 1,677 1,770 41817 512918 158,937 833,825
At 1 April2013 R-E-=%WA-H 288,191 (617,160) 4459711 (460) 1,677 5432 0817 587,322 161,801 914,597
Effects on change of eHUREENTE

accounting policy - - - - - - - 1" (275) (264)
Fair value changes on avalable- ~ WEHIESBEE Y

for-sale financil assets, RREHDAEED

net of tax - - - - - - - - 3,745 3,745
Appropriations from net profit  BAF|EH - - - - - - - - 12214 12214
Acquisition of additional interests — FIZFEHIEEEUE

in Yongzhou Shandang from AL ESESMER

non-contralling interests 22) - - - - - - - - (948) (948)
Repurchase and cancellation EE RiHR G

of shares - - - 460 - Ll - - - 881
Currengy translation differences ~ EHHEZE - - - - - - - 120591 - 120591
At 30 September 2013 RZZ-=FnA=tH 288,191 (617,160) 445977 - 1,677 5,853 11 707,924 176,537 1,050,816
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Interim Financial Information (cont'd)
(All amounts in HK dollar thousands unless otherwise stated) (BB HIEEIN » IESEE BT THIR)
13. BORROWINGS 13. ERX
As at As at
30 September 31 March
2013 2013

R-E—=F WP-T—=F
hA=+8 =A=+—H

Note Unaudited Audited
Bt E REERX REZ
Current ik
— Secured bank loan — BIRFIRITER () 15,135 -
— Unsecured bank loan — EERRITER (b) 465,000 465,000
Total borrowings BEER 480,135 465,000
Movement in borrowings is analyzed as follows: EREaERoTET
Unaudited
REE
For the six months ended
30 September
BERLA=1+HLAEA
2013 2012
—E—=f —E—_fF
At 1 April R A—H 465,000 927,500
Short-term bank loan RERITER 15,073 =
Currency translation differences BmE = 62 -
At 30 September BNAA=+H 480,135 927,500
(@ The bank loan was secured by a pledge of land and (@) BEMBITERTIHWB R T KM
buildings located in Hunan Province owned by a subsidiary, WWEMBENMN A EEN &
Yongzhou Shanxiang. The loan was denominated in RMB BEEAEB ZEHZUARKA
and is repayable within one year. During the period, the B WER—FERINEES - R
average interest rate was 6.30% per annum. HRN - ZEXREBHNBE AFE6.30

@o
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Interim Financial Information (cont'd)
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13.

14.

BORROWINGS (continued)

(b)  The unsecured bank loan is denominated in HKD and is
repayable within one year. During the period, the average
interest rate was 2.38% (30 September 2012: 2.47%) per
annum.

Borrowings are financial liabilities categorized under “financial
liabilities measured at amortized cost”. The fair values of the
Group'’s borrowings approximate their carrying amounts.

Interest expense on bank borrowings for the six months
ended 30 September 2013 amounted to HKD5,770,000 (30
September 2012: HKD11,456,000).

TRADE AND OTHER PAYABLES

R B4R & A B B R R )

(BRREHEBEN - FFESRGABE T TIIR)

13. ER (&)

(b) EBEFBITERABEREAML - I
ER—FARNEAERE - REA - Z
ERFHRNBABF238E (=ZF
——FAAZ=Z+TH:247E) -

EXNeRAERY RS REHKAGT
ENeRARE] ERNERAERARE
FRAT ©

BE-_Z—=FNA=1+H1~NEANR
TE RN ERZ ABES5,770,0000T (= F
——FNA=+H : E¥11,456,0007T) °

14. ES R HMESRKIE

As at As at

30 September 31 March

2013 2013

R=ZT—=H RK_ZT—=F

hA=+B =A=+—H

Note Unaudited Audited

gz RIBEZ rEZ

Trade payables B S e FRIE (@) 424,263 378,162
Non-trade payables to related parties I8 5 E G A T FIE 21(c) 123,985 123,985
Dividends payable FERTAR B (b) 396,197 2,652
Wages payable EBNIE 44,469 19,593
Other taxes payable HAbFEFIIE 18,743 18,092
Accruals for expenses FEstE X 16,861 13,730
Advance from customers BPEERR 1,095 983
Other payables H A e ERIE 29,080 28,486
1,054,693 585,683

Except for other taxes payable of HKD18,743,000 (31 March
2013: HKD18,092,000), wages payable of HKD44,469,000 (31
March 2013: HKD19,593,000) and advances from customers
of HKD1,095,000 (31 March 2013: HKD983,000), trade and
other payables balances are financial liabilities categorized
under “financial liabilities measured at amortized cost”. The fair
values of trade and other payables approximate their carrying
amounts.

R EL A FE S B TE B 518,743,000 (=&
—=F=ZA=+—H : #%18,092,000
JT) » FERE & % %44,469,0007T (- &
—=—F=ZA=+—8 : #%19,593,000
) R & P EA K% #1,095,0007T (=
—=%=H=+—H : ##983,000
TN BEREMEMRTEBEER
SEREEHEKAHENERAE] -
B REMENFIENAR EEERLRT
BERE -

| Ad S
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

14. TRADE AND OTHER PAYABLES (continued)

(a) Asat 30 September 2013 and 31 March 2013, the ageing
analysis of the trade payables (including amounts due to
related parties which are trade in nature) based on invoice
dates was as follows:

& B 4R & o 2 B H B R B A ()

(BRmBHEREN  ESBHABE T ITIIR)

14. ESRHMEMAKIE (8)

(a) RZE—=FNA=+HEK=-_Z—
=F=ZA=+—H8 BHEMRE
(BRIEEBALTNEZEMHE) R
BERZAHMERRSITOT ¢

As at As at
30 September 31 March
2013 2013
R=F—=% RK_ZT—=F
hA=tB =A=+—H
Unaudited Audited
REEX 1
0 - 90 days 0£90H 317,752 317,433
91 — 180 days 91%2180H 42,679 33,532
181 - 360 days 1812360H 50,698 3,910
Over 360 days 360H KA 13,134 23,287
424,263 378,162
(b) Dividends payable (b) EFKRE
Dividends payable represent: FER AR ETIE -

(i) final and special dividends of the Company for the
year ended 31 March 2013; and

(i)  dividend payable to non-controlling shareholders.

15. OTHER INCOME

() ZARAABE-ZT—=F=AZ=
+— B L FE 2 REIAE Rl

B Kk

(i) AZEEEHIERRIKA AR

15. Hid s

Unaudited
RREX
For the six months ended
30 September
BEAA=1+RHILEXEA

2013 2012

—E-=F —ET——F

Government grants BT 8 B 61,339 55,926
Exchange gain/(loss) FEH ek~ (385) 20,856 (15,930)
Gain on disposal of a subsidiary HERB ATz WEs 580 =
Others Hith 2,063 16,512
84,838 56,508
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16. EXPENSES BY NATURE

Expenses included in cost of goods sold, selling and marketing
expenses and administrative expenses are analyzed according to
their nature (with the exception of research and development
expenses which are shown as a single item and analyzed
according to their nature in note (a) below) as follows:

R B4R & A B B R R )

(BRREHEBEN - FFESRGABE T TIIR)

16. MMHEH T EHBAX
EROREHERES  HERTBHRENY
RATRER - WIREAME (BRH )%
PR A% 0 FT BB 5 R [ 78 R B R B
5 BERXHETERERREREER
M) HITWT :

Unaudited
RIBER
For the six months ended
30 September
BENA=1+HLXEA

Note 2013 2012

B —E-=fF —=—_F
Depreciation E 7 62,074 31,067
Amortization BN 7 22,531 21,823
Employee benefit expenses BEEEMRZ 145,900 86,848
Research and development expenses W EEREY (a) 107,417 98,167
Lease rentals e 10,177 8,032
Travelling expenses EIRFAX 16,880 12,195
Entertainment expenses FEBNGE 18,912 14,262
Utility expenses NHEBHER 34,284 17,175
Delivery expenses B 21,621 17,564

(@)  Depreciation, amortization and employee benefit expenses
included in research and development expenses are set

(a) MARBERAXTEENHTE - #
HREBBAFESIIRAT

out below:
Unaudited
KRICER
For the six months ended
30 September
BEANA=1+RHLXEA

Note 2013 2012

k=3 —E-=F —T——F
Depreciation e 7 7.931 5,457
Amortization By 7 3,139 3,076
Employee benefit expenses EERAFX 40,249 33,239
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& B 4R & o 2 B H B R B A ()

(BRmBHEREN  ESBHABE T ITIIR)

17. INCOME TAX EXPENSE 17. B
Unaudited
RCEZX
For the six months ended
30 September
BENA=1+RHLXEA
Note 2013 2012
P —B-=% -—T %
Current income tax: BIHATR 18

- Hong Kong profits tax — BB (a) 6,691 4,329

— PRC corporate income tax — R EMER (b) 201,091 105,871

— Germany company income tax — RS © 133 148

— Botswana company income tax — ERELN{EZEPTIER (d) 265 161
Deferred income tax IRIEFTIS T 8 (50,718) (807)
157,462 109,702

(@) Hong Kong profits tax has been provided at the rate of @) BEAEHMIEAHSBGTEZRM
16.5% (2012: 16.5%) on the estimated assessable profit BRUABEI6S% (T ——4F
for the period. 16.5%) it -

(b) PRC corporate income tax has been calculated on the (b) FEDEMESHEBHEBIRAEBRET
estimated assessable profit for the period at the tax rates Bl APEENAHB (T ERRE
applicable to respective companies of the Group. FIAE @A EME

(0 Germany company income tax has been provided at the () EEPEMESHIRABEGETER

rate of 15% (2012: 15%) on the estimated assessable
profit for the period.

Botswana company income tax has been provided at the
rate of 15% (2012: 15%) on the estimated assessable
profit for the period.

(d)

MBRUBMEISS (T — —F:
15%) BifE -

BIR FLAN 1> ZE PSS B (il 51
ERRAFUT KIS (ZE—=
B 15%) BE -
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& B 4R & o 2 B H B R B A ()

(BRREHEBEN - FFESRGABE T TIIR)

18. EARNINGS PER SHARE 18. SRER
(a) Basic (a) ER
Basic earnings per share is calculated by dividing the BRERBNTIREBRABARA A
profit attributable to equity holders of the Company by BEFEAAEBGARN  BRUABEAE
the weighted average number of ordinary shares in issue BT @R IEE S Bt E -
during the period.
Unaudited
RBER
For the six months ended
30 September
BERA=1+RHLNEA
2013 2012
—E—=F —EF——F
Profit attributable to equity holders PN EE S PN
of the Company e 7 893,188 784,903
Weighted average number of BTz Rk
ordinary shares in issue ('000) niEFSE (FH) 3,101,399 3,156,480
Basic earnings per share BRERET
(HK cents per share) (=R 28.80
(b) Diluted (b) #i8

Diluted earnings per share is calculated based on the
weighted average number of ordinary shares outstanding,
assuming that all dilutive potential ordinary shares have
been converted. For the six months ended 30 September
2013, the Company has one type of dilutive potential
ordinary shares, i.e. share options.

For share options, the weighted average number of shares
on issue has been adjusted as if all dilutive share options
were exercised. The number of shares that could have
been issued upon the exercise of all dilutive share options
less the number of shares that could have been issued at
fair value (determined as the Company’s average share
price for the period) for the same total proceeds is added
to the denominator. No adjustment is made to the net
profit.

FREERNBRRAE A H#ENE
EEBRKEBHRE  RECDHTE
BEE AR EGTE - £RELE
“E-=FAR=+THIXREA
ARelE-—RABEENEEL B
P - BNEBAHE

ERBERE  REMBEBHEN
FER BB B WITE M H 2 1T
BAD By AR D BUETTHE - IR
EFBEERTHAREENENE
BRETERORMNDEE  MEETT
FERERBREMREOREmE
B RAEE (BE/ANRFMR
NREIRE T M E) R EITHK
BB - IBHNEENARGED
D FRFEFTRHE -



Notes to the Condensed Consolidated

Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

18. EARNINGS PER SHARE (continued)
(b) Diluted (continued)

Huabao International Holdings Limited 2% Bl 1% A% AR 2 7] 2013-2014 Interim Report A2 Bk

& B 4R & o 2 B H B R B A ()

(BRmBHEREN  ESBHABE T ITIIR)

18. BR&R (&)
(b) #% (&)

Unaudited
RBEX
For the six months ended
30 September
BENA=1+HLXEA

2013 2012
—E—=F —E——F
Profit attributable to equity holders RARESRHEA
of the Company FEfL EF 893,188 784,903
Weighted average number of FRLARETE B IR E AR EH
ordinary shares used to calculate basic B AR A Nt
earnings per share ("000) Eigg (F&1) 3,101,399 3,156,480
Adjustment for: FE
— exercise of share options ('000) — (TR E (F51) 1,180 2,265
Weighted average number of GRS BN TR
ordinary shares for diluted g (F5h)
earnings per share ("000) 3,102,579 3,158,745
Diluted earnings per share BREERT
(HK cents per share) (BB 28.79 24.85
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19.

20.

DIVIDENDS 19.

& B 4R & o 2 B H B R B A ()

(BRREHEBEN - FFESRGABE T TIIR)

Hﬁ/%\
Unaudited
RIBEX

For the six months ended
30 September
BZhLA=1+HIEAEA

2013 2012
—E—=f —E——F
Proposed interim dividend of HK8.68 cents ##)& &A% 41 2% 2518 6811l
(2012: HK7.48 cents) per share —E— AT 4811 269,194 235,033
Proposed special dividend of HK2.88 cents ##)E &A% 55 51 A% B354 2 881l
(2012: HK2.48 cents) per share ZE—ZF  BE2.48(00) 89,318 77,926
358,512 312,959

As the interim and special dividends for the six months ended 30
September 2013 were declared after the end of the reporting
period, they are not recognized as dividend payable as at 30
September 2013.

COMMITMENTS 20.
(a) Capital commitments

Capital expenditure contracted for at the balance sheet
date but not yet incurred is as follows:

BHE_T—=FNA=1+8I1EAKH
BRI E IR EERZ TR + ALl
AERNR _E—=FNA=THNEMNK
B e

YR

(a) BEAREIE
REERBEENBIDREENER
R :

As at As at
30 September 31 March
2013 2013

R-E—=F WP-T—=F
hA=+H =A=+—H

Unaudited Audited
RIBER KEZ

Contracted but not provided for: BRLBREE
Property, plant and equipment YIZE - R LR 68,238 53,214
Investment in an associate REEENRZRE 71,437 135,716

139,675 188,930
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& B 4R & o 2 B H B R B A ()

(BRmBHEREN  ESBHABE T ITIIR)

20. COMMITMENTS (continued)

(b) Operating lease commitments

The future aggregate minimum lease payments under
non-cancellable operating leases at the balance sheet

date are as follows:

20. &iE (8)
(b) BEHRERE

REBEARBEIAIRHEZEHE -
ARFEHEENRERENT

As at As at
30 September 31 March
2013 2013
R=B—=F RT—=F
AA=+R =A=+—H
Unaudited Audited
RISEZ KEIZ
Land and buildings: TH RIEF

Not later than 1 year THB1F 12,672 11,122

Later than 1 year and FRIB1FETEBRIBSE
not later than 5 years 10,474 3,641
Later than 5 years FBiE 54 = 163
23,146 14,926

21. RELATED PARTY TRANSACTIONS

(@) Name and relationship with related parties

21. BBALIRS
(a) BB A+ BIBEHRIE

Name Relationship

=t 22[ES

Ms. Chu The single largest shareholder of the Company
K&+t RNATINE —KRIRE

Owada International Flavors & Fragrances
(Guangzhou) Limited (“Owada International”)

REZFERER (BM) ARAR (DREZBFR])

Henan Jinrui Flavours Co. Limited ("Henan Jinrui”)

AR ERENBRAR ((TEEn]))

A company controlled by Ms. Chu
R

An associate indirectly held by the Company
ARRRER OB S AT
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(All amounts in HK dollar thousands unless otherwise stated) (BB AEERAEI  FESEHUNBEETITIIR)

21. RELATED PARTY TRANSACTIONS (continued) 21. BBALIRE (&)
(b) Transactions with related parties (b) BEHEBMALTHWXRS

Unaudited
RBEX
For the six months ended
30 September
BENA=1+HLXEA

2013 2012
—E—=F —E——F
Sales of goods, HEEM
net of value-added tax, to: BRIZERE - T
— Henan Jinrui —AEEH = 1,663
(c) Balances with related parties (c) EAEEANL&ER
As at As at
30 September 31 March
2013 2013
R-ZE—=4F RZT—=%F
AB=+A =A=+—H
Note Unaudited Audited
B sE RSB REZ
Balances due from related parties: JEWETHN L4557 -
Included in trade and other receivables 5t A\B 5 & Bt fE U 308
— Henan Jinrui —EEE
— trade receivables — B S RUGRIE 3,596 3,530
— others (dividend receivable) — Hfth (FEHARE) 2,524 2,478
6,120 6,008
Balances due to related parties: JEITEIHA 14268 -
Included in trade and other payables STAE S M At e 508
— Owada International — REEER - 13,622
Included in non-trade payables STAEIEE SRR
- Ms. Chu —X&t 14 123,985 123,985
All the balances with related parties were unsecured, FrEBE A TEKR REERRT - &

interest-free and repayable on demand. B RANBRHEEE -
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21. RELATED PARTY TRANSACTIONS (continued) 21. BBALIRE (&)

(d) Key management compensation (d) ZEEBEAEMSE
Key management includes directors (executive and ZEBABBREES (WTES
independent non-executive) and senior management. HBVINTES) MaREEA
The amounts of compensation paid and payable to key B -REE-_T—=FK-"F—=
management for employee services during the six months FAA=ZtTHLESNBEAR  MEE
ended 30 September 2013 and 2012 are shown below: EEAEYNIEAREERBEHNEN
REMMEMT :
Unaudited
RISEX

For the six months ended
30 September
BZhLA=1+HIEAREA

2013 2012

—E—=F —E——F

Fees, salaries and bonus TE& - ¥R IEa 15,421 15,014
Employer’s contribution to B ESLRIRFT BIHEK

retirement benefit scheme 426 361

15,847 15,375
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22. CHANGES IN OWNERSHIP INTERESTS IN
SUBSIDIARIES WITHOUT CHANGE OF CONTROL

(a) Acquisition of additional interest in Yongzhou
Shanxiang

During the period, Shanghai H&K Flavours & Fragrances
Co Ltd, a wholly owned subsidiary of the Company,
acquired an additional 12% equity interest from the non-
controlling interest in Yongzhou Shanxiang for a cash
consideration of approximately HKD5,242,000. After
completion of the acquisition, the Group’s shareholding
in Yongzhou Shanxiang increased from 67.14% to
79.14%. The effect of change in the ownership interest
in Yongzhou Shanxiang on the equity attributable to
owners of the Company during the period is summarized

& B 4R & o 2 B H B R B A ()

(BRREHEBEN - FFESRGABE T TIIR)

22. MEBARMEERRNEE (R
SEHIE)

(a)

WA K N 1L B RE S E 5

RAEE A2 22EHBA
Bl LBEBIEETRBREHAR
A 8 LAIR & %78 ¥5,242,0007T 1A
FE 78 ) 14 4 2 BB oK N LU B EEANEY
2% - ZBBTEKE - AEE
KM ILB R REHGT.14%E =
79.14% ° BRAGEKINIL BT A &=
MEBHARARERITE ABGRE
ERFERENT

as follows:
Amount
K]
Carrying amount of non-controlling interest acquired B A JE¥E S IE R BV BE E & 4,294
Consideration paid to non-controlling interest AT T IEEHIME SR (B (5,242)
Excess of consideration paid over non-controlling A EHE R IR S
interest acquired recognized in equity Z IREENER T ER (948)

The Group recognized a decrease in non-controlling
interest of HKD4,294,000 and a decrease in equity
attributable to owners of the Company of HKD948,000.

(b) Additional investment in Huabao Korea Co., Ltd.
("Huabao Korea")

On 15 April 2013, Huabao Group Limited, a wholly
owned subsidiary of the Company, made additional
investment in Huabao Korea for a cash consideration of
approximately HKD32,968,000 and the non-controlling
interest increased its investment in the company for a
cash consideration of approximately HKD3,221,000. After
the additional capital injection, the Group’s shareholdings
in Huabao Korea increased from 60% to 70%.

(b)

ANEBFERIEE MRS R DB
4,294,000 T AN Bl iERR A AJE
1EREZS R > 78 #948,0007T °

EHNTERETEEEH/RAGH
(TEEZEE )
E-_ZT—=ZFWA+AHB K
NAlz 2 &K B XA A Huabao
Group LimitedbA IR & K (E # B %
32,968,000CREINFEFE R EE &
M IEFE B MRS B AR £ KB
#)75 #3,221,000C N HE RN EE
BEMKE  REBEINEER A&
EREEHERMNREHRO%EE
70% o



Glossary

Board
CEO

CFO

CG Code

China or Mainland

China Tobacco
Anhui

Company or
Huabao

Director(s)

EPS

Executive Director(s)

FCCA

FCIS

FCPA

FCS

Group or

Huabao Group
Guangdong Jinke

Guangdong Jinye

Guangdong Jinye

Group
Guangdong

Zhaoging
Guangzhou

Huabao

Guangzhou Huafang
Guizhou Huashuo

HKD
HKICPA
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Board of directors of the Company

Chief Executive Officer

Chief Financial Officer

Corporate Governance Code as
set out in Appendix 14 to the
Rules Governing the Listing of
Securities on The Stock Exchange
of Hong Kong Limited

Mainland of the PRC

China Tobacco Anhui Reconstituted
Tobacco Leaves Technology Limited

Huabao International Holdings Limited

Director(s) of the Company
Earnings per share
Executive director(s) of the Company
Fellow member of Association of
Chartered Certified Accountants
Fellow member of The Institute
of Chartered Secretaries and
Administrators
Fellow member of Hong Kong Institute
of Certified Public Accountants
Fellow member of The Hong Kong
Institute of Chartered Secretaries
the Company and its subsidiaries

Guangdong Jinke Reconstituted
Tobacco Leaves Company Limited
Guangdong Golden Leaf Technology
Development Co., Ltd.

Guangdong Jinye and its subsidiaries
and affiliated companies

Guangdong Zhaoging Fragrances
Limited

Guangzhou Huabao Flavours &
Fragrances Co Ltd.

Hua Fang Tobacco Flavors Ltd.

Guizhou Province Huashuo Biological
Technology Co., Ltd.

Hong Kong dollars

Hong Kong Institute of Certified
Public Accountants

R Y — B

) 52

E R

CEO

CFO

e RERTH

Bl A
ZRPE

ANEHESR
S

EPS

WITES
FCCA

FCIS

FCPA
FCS
ARESEE R

BEREF

RREE
e

EINESS
BN

HKD
HKICPA

]

ARENESE

B

M5 HBE

EEMERHMARARES EMAR
FSx14RT5I M R EDR —rE'J

hEARAMBEIEA
P EFEEERABRA

FEFARERERR

RRRER

FRAF

ARBZHITES
REFHAREMASERER
REFAMENTBRABRGEREGE
BRGE
BRRAINELAGEREE
AARREKBAT

BEREeMEEEERRAT]
ERESEMRABERAA]
EREEREME A B R ERF
EREEERHNBARAT
BEMEEEREREARAA

EFERBEHERAA]
EMEEREYREERD

ot
R VN
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Glossary (cont'd)

Hong Kong or
HKSAR

Huabao Kongque

Huabao Korea
Huangguoshu Jinye

INED(s)

Listing Rules

M&A(s)
mg
Model Code

PRC
R&D
RMB
RTL
SFO

Shareholder(s)
Share(s)

STMA
Stock Exchange

usb

Xiamen Amber

Yunnan
Huaxiangyuan

Yunnan Tianhong

Zhejiang Xiangyuan

Hong Kong Special Administrative
Region of the People’s Republic of
China

Shanghai H&K Flavours & Fragrances
Co Ltd.

Huabao Korea Co., Ltd.

Guizhou Huangguoshu Jinye
Technology Co., Ltd.

Independent Non-executive Director(s)
of the Company

Rules Governing the Listing of
Securities on The Stock Exchange
of Hong Kong Limited

Merger and acquisition

milligram

Model Code for Securities Transactions
by Directors of Listed Issuers

The People’s Republic of China

Research and development

Renminbi

Reconstituted Tobacco Leaves

Securities and Futures Ordinance,
Chapter 571 of the Laws of HKSAR

Shareholder(s) of the Company

Ordinary share(s) of HKDO0.10 each of
the Company

State Tobacco Monopoly Administration

The Stock Exchange of Hong Kong
Limited

US dollars

Xiamen Amber Fragrances Co., Ltd

Yunnan Hua Xiang Yuan Flavours Limited

Yunnan Tianhong Flavour & Fragrance
Co Ltd.

Zhejiang Xiangyuan Filter Materials
Co., Ltd.

AR (@)

BB

It

EEIE

i

EEEH
BERHEE

BUIFATES

ERAl

R

ik

AR
BEEH

& 75 R E (5

PR
gl

BER
8532
%5t
EFH
EHEER

EEX

S

AT B %

hEARAMBEEERFRTHR

LEEEHREEENERAA

FERERASH
BEMERE S ERRBRAT]

RRBZBILFERITES

FEEMER AR ARESR MR

FeOTERULEE
z2%
FBITAZBETELRR FIZEST
]

rhEE A RFIE

o 3R

ARE  hBATEEEE
BEEE
EBABIFEST1EBH RS IEH

iN/NE] i) 33

AT FREEEE0.107TH
LB

HRXEEEER

BEREMERHFERAF]

%5
EFIRERERERAR
EREEREHERAR)
ERREEAERERAT

IR ERBMHBRAT
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