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Financial Highlights
MBRHE

FINANCIAL HIGHLIGHTS

Compared with last financial year:

Sales increased by approximately 16.2% to HKD4,237,425,000

Operating profit increased by approximately 17.4% to
HKD2,377,244,000

Profit attributable to the equity holders of the Company
increased by approximately 15.2% to HKD1,977,325,000

Basic EPS increased by approximately 16.9% to HK63.76 cents

Cash and bank balances* increased by approximately 36.9% to
HKD3,181,745,000 and net cash* reached HKD2,651,614,000

Proposed a final dividend of HK10.49 cents per share and a
special dividend of HK7.00 cents per share, which together
with the interim and special dividends paid will represent a
total dividend distribution of HK29.05 cents per share for the
whole year, representing a significant increase of approximately
31%; total dividend payout ratio reached approximately 46%
for the year, representing an increase of approximately 5
percentage points

RESULTS HIGHLIGHTS

4

RTL segment sales broke through HKD1 billion, which is in line
with management’s expectation

Gross profit margin for the year reached 70.8%, representing
an elevation of 1.7 percentage points over last financial year

Operating profit margin for the year reached 56.1%,
representing an elevation of 0.6 percentage point over last
financial year

Profitability of all three business segments have shown
improvement; EBIT margins of flavours, fragrances and RTL
segments have elevated 0.8, 3.7, and 7.9 percentage points
respectively over last financial year

Financial position remained sound with net cash exceeding
HKD2.65 billion, representing an increase of 42.7%

Huabao International Holdings Limited #EERKEIZERAR AT
2013-2014 Annual Report £ 3§

MBEE
b E— B

EEEEILNA16.2% 2 514,237,425,00070

BB FIE N7 4% % B 82,377,244,000
JT

RAGERFEAREBFENN15.2%EH
#1,977,325,0007T

FREREFIEING16.9% 2 5163.761

R1T K EF IR £48 N 436.9%= &
#3,181,745,0000T © F B/ &riE B K
2,651,614,0007T

ERHRR S AERER10.49 1 BINRE
RIS B F B 7 001l - ERE NP ERIF
BIRE - BEFEZBREDKEEATRBE
29.05{ll - KIEEML31% + 2EA KRB XK
#46% + EAAISE T 5

=%
EESHR RIS AR B 10T - FE
EIRETEH

2FEERNEIEI0L8% B — B HFEIRFA
1.718 5 52

P ELBERMNERIES6.1% B F—BREER
F0.618E 7 2h

—EEMKRRBRENSEHRE  RAEER
EF - BREBEHLBEEE S RAEBITER
EF—WBRFESFIEAH08 3. 7%79(EF

o E

MR ERFRRE - FRSBBEE265E
TT o EBINT H42.7%



Financial Highlights
MBEE

TABLE OF FINANCIAL HIGHLIGHTS MBHEXR
Change in
2014 2013 percentage
—E-NE = ERlad)
HKD’000 HKD'000 %
BET T BETT
Sales EEER 4,237,425 3,645,940 +16.2%
Gross profit EF 2,998,119 2,518,909 +19.0%
Gross profit margin FEF= 70.8% 69.1%
Operating profit LB RN 2,377,244 2,024,668 +17.4%
EBIT margin EBITX 56.1% 55.5%
Selling and marketing expenses to sales S N IS ER G
HEL = 4.0% 3.8%
Administrative expenses to sales THEhHEE =X 15.5% 14.6%
Profit before income tax BRI &R 2,417,245 2,047,404 +18.1%
Profit attributable to the equity holders of RAREREE AR
the Company 1,977,325 1,716,375 +15.2%
Earnings per share (HK cents) BREFR CEI)
— Basic — &R 63.76 54.53 +16.9%
- Diluted — B8 63.72 54.49 +16.9%
Net cash generated from operating activities =B EFEEL 7RG /F5E 1,824,923 1,615,626 +13.0%
Net cash* SFRIHE 2,651,614 1,858,349 +42.7%
Total equity BRELS 9,000,229 7,625,676
Interim and final dividends per share for 2 FFRPEREAR
the year (HK cents) AR (AL 19.17 16.88 +13.6%
Aggregated special dividends per share for ~ GR2E2EHIERIKRE
the year (HK cents) (F&AL) 9.88 5.28 +87.1%
Dividend payout ratio 2EREDIKE 46% 41%
Debt ratio* aEt = 6.1% 6.4%
Current ratio (times) MMENLLE (%) 4.1 3.4
Liquidity ratio (times) REL K (1) 3.4 2.8
Inventory turnover (days) FEAEX (/) 226 219
Trade receivables turnover (days) FEUBR RGBSR (R) 76 72
Trade payables turnover (days) FENBEZFAER (H) 120 118

+ “Cash and bank balances” means “Short-term time deposits” plus “Cash ~ + [RITREGFHZ ] 575 [FZRIE 750 0 [ B2 K

and cash equivalents”. B2 EEY] -

* “Net cash” means “Short-term time deposits” plus “Cash and cash  * [EH 2| 315 [F B ER ] [ He RE2EE
equivalents” minus “Borrowings”. w1 d [E -

# “Debt ratio” means “Total borrowings (include current & non-  # [BEHRTEIEEZ (ECERBRIETEE
current borrowings” divided by “Total Equity (exclude non-controlling ) BRU [#afgE e (T &) ] -

interests)”.
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Company Profile, Corporate Culture and Key Events for the Year

SEET > EREEREFAERT

Company profile

Huabao Group is primarily engaged in the R&D, production and sales
of flavours, fragrances and RTL. Using consumers’ taste preferences
and trends as direction, driven by technology innovation, utilizing its
systemic technology integration, to provide China’s tobacco industry
and fast-moving consumer goods enterprises with solutions on
products’ taste profiles and comprehensive technological services.

The Group is a market leader in China’s flavours and fragrances
industry. The Group has been the leading producer in terms of
sales revenue among competitors, maintaining a significant position
within the flavours and fragrances industry in China. The Group
possesses an integrated core value chain, established upstream raw
material extraction bases in Botswana, southern Africa, Guangdong,
Jiangsu, and Hunan, production bases in Shanghai, Guangdong,
Jiangsu, Yunnan, Jiangxi, Fujian, and Hong Kong, etc., a R&D centre
in Holzminden of Germany, a R&D centre focusing on innovative
tobacco products in North Carolina of the United States, a State-
recognized technical centre in Shanghai and R&D departments in
Guangdong, Yunnan and Fujian. The Group takes on leadership roles
in a number of industry associations, including the Deputy Director
of China Association of Fragrance Flavour and Cosmetic Industry,
Deputy Director of China Food Additives & Ingredients Association
and Chairman of Shanghai Food Additive Industry Association.
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Company Profile, Corporate Culture and Key Events for the Year

The Group is also one of the market leaders in China’s RTL industry,
where its production capacity and sales account for significant
market shares and its production workmanship and product quality
have reached leading domestic and advanced international levels.
Guangdong Jinye, a subsidiary of the Group, is one of the RTL R&D
bases authorized by the STMA. In November 2012, Guangdong
Jinye's second phase RTL production line was completed and
commenced production. In March 2014, the said production line
became the first one that has been certified by the STMA and
achieved landmark-status in paper-making RTL production. Its
production workmanship has been recognized by the STMA to have
reached the highest technology level within domestic paper-making
RTL production, while its major technical indicators also have reached
advanced international levels.

The Group also maintained its leading position in the fields of
new cigarette materials and new workmanships. Three platforms,
namely the cigarette smoke transmission technological platform, the
specialized RTL technological platform and the innovative tobacco
stem technological platform, have been established along with trial
production bases, where innovative products are being progressively
received by customers. Meanwhile, the Group started to develop
the business of innovative tobacco products, and particularly the
e-cigarette business. A designated R&D centre focusing on innovative
tobacco products has been established in North Carolina of the
United States. Adhered to the development strategy of “Multi-
pronged, Focused Growth”, the Group will continue to steadily
develop the flavours business and continue to make RTL and new
cigarette materials businesses, new workmanships and innovative
cigarette products our key growth drivers, in order to maintain our
sustainable business progression in the long run.

By leveraging on its excellent management model, a team of high-
calibre talents, innovating in operating ideas, and stable growth, the
Group is committed to continuously creating value for the society
and bringing more prosperous returns to its Shareholders!
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Company Profile, Corporate Culture and Key Events for the Year

BB - EEEREFARER

Corporate Structure
EEREE

Key Management Structure

Finance Department
A

Investment Management
Department
REEER

BEEEEE

Executive Vice President
BRI

Vice President

Administrative and Personnel
Department

TRAEED

Information Management
Department

EEEER

Blss

Vice President

Securities Affairs Department

EFELE

Bles

The Board || CEO Vice President

Legal Department

BT ER

Aromatic Technology

AR

EEE
Ezg R

Nomination Committee

Hengxin Analysis and
Inspection

kiR

Guangdong Jinye
BReE

President’s Office
BERAE

Tobacco Flavours and
Fragrances Centre

BREHERTL

Food Flavours and Fragrances
Centre

Rk HARBRERHL

RELZES]
Vice President
Bles
Remuneration Committee
sg e
HHER® Assistant to the President
BB
Audit Committee
EREES Director
e
Director
A=
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Company Profile, Corporate Culture and Key Events for the Year
KEEN - EEVERE2FASER

Corporate Culture
BEXL

Vision fE= Spirit 15

Striving to be No. 1 Innovative, pragmatic, loyal and cooperative
FE— BIET - BE - BH - HiE

Core Value #Z/WMEEE

Adhere to the “market driven and client first” philosophy and achieve mutual
growth for both the Group and its staff

UmigRiks  BREFPELNRA - EREEME THARKE

Strategy B

e Persistent in the development strategy of “Multi-pronged, Focused Growth”, driven by technology innovation

e Steadily develop the flavours business, accelerate the development of RTL, new cigarette materials and
new workmanship businesses

e Proactive in the development of innovative tobacco matters such as e-cigarette
e Expand through organic growth and M&A
e To develop into a China-focused, globally positioned leading player in tasty life

o B [ALZTL] BHERBE - LRI REN

s RIBRBRBEMED  NMRBEREEFH - BEFM M TEER
s BEHREEEFHILESHUEER M

s KABSRREHBHEEEN T

s BERMAZTITEMS HEHRAZKMNEREEERE
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Company Profile, Corporate Culture and Key Events for the Year

SEEN

F EEEREBFARER

Key Events for the Year
EFERER

Guangzhou Huabao's “Key R&D and
Application of Premium Flavours Production
and Quality Control” project was awarded
“First Prize of Shanghai Municipal R&D
Improvement Award” by the Shanghai

Municipal Government

BEMNEEN [&mE TR E T
SR R e | TR B et A RBUF
M [ EEmR SR — 5% |

e China Tobacco Yunnan accredited Owada
the highest rating of “A-Class Flavours and
Fragrances Supplier”

BT AT AREEEERE
85160 [ABTREH

2013
MARCH 3 A

2013
JULY 7R

2013
AUGUST 8 A

2013
NOVEMBER 11 A

2013
DECEMBER 12 A

Guangdong Jinye passed the High-tech
Enterprise evaluation and was awarded the
"High-tech Enterprise” certification

??i%@ﬂ;%ﬁ&fhﬂ:%wunx
[E#FE ] BE

R

Huabao Kongque was awarded “2013 Food
Flavours Industry Top 10 Brands” by HC360.

com

FEAERZRERE2013FRMT
XERER T AN EMIE] KB

Huabao Shanghai’s “Establishment of R&D Centre and Innovation Capability Project”

Development and Reform Commission, successfully passed evaluation by a professional panel

PEEERAENBERBRNNEZE S [RINTORIFENERER ] BEAMEBER

PR AR

, Which was appointed by the National

Guangdong Jinye's “Guangdong Province Reconstituted Tobacco Leaves Technology and Development Centre’ passed the

evaluation and certified by Guangdong Provincial Department of Science and Technology, Guangdong Provincial Development

and Reform Commission and Guangdong Provincial Economic and Trade Commission

FEREFEARKIA [EREBEBETRERMATKRES L IBFE

EREREESZ BT EMNRK

BEREMBEIME EREBRVINEZEER
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Company Profile, Corporate Culture and Key Events for the Year
KEEN - EEVERE2FASER

e Guangdong Jinye was awarded the highest credit rating

of “AAA-Class Enterprise Credit Rating Certificate” by the e The opening ceremony between the
Ministry of Commerce of the PRC Group and China Yunnan Tobacco’s
- N o o A e 2 . “Tobacco Innovation and Technolo
« EROEETHAEBHAREREASRN AAARDE , ) 9
EREgEE | Joint Laboratory” took place, which
= ST AWXRE =

seeks to ensure further cooperation in

the fields of new cigarette materials,

new workmanships and innovation

. : : tobacco products
Hengxin Analysis and Inspection was awarded the

certification in metrology by the Shanghai Municipal o AEEBEZFPRBRITEEAFK
Bureau of Quality and Technical Supervision, which MEEHERE | R EN - &
certified its qualification and capability in conducting 73 RS TR R AR I R T AR AL
analysis and inspection as a third party in the field of BEMEHMETREZNAE
tobacco

BR@ARET LEEERMEEREENTERE
BE - ABTHEREERMIERSE =T RBAIEBEINE
IR B R M BE

2014
JANUARY 1A

2014 2014 2014
FEBRUARY 2 A MARCH 3 A MAY 5F

Second phase of Guangdong Jinye production line passed the assessment of the STMA, and became the
first production line that being certified and achieved landmark-status in paper-making RTL production.
Its production workmanship has been recognized by the STMA to have reached the highest technology
level within domestic paper-making RTL production, while its major technical indicators also have reached
advanced international levels

EREE_HLERBREERRY  AEANEREGSRENEMZIEETH RHMLER  HAETE
ERERNERBEEEMEEEEH BMRSKT - TERMER I ERREEKF

The Group formed a working committee focusing on innovative tobacco products, which is directly headed
by Chairman Ms. Chu Lam Yiu, with an aim to develop globally in the field of innovation tobacco products

AEBERUHUBEHARTHE N BEFAMELTERRE  EERE2REEAERMUEEHST
EX

Members of the Group’s food and beverage business segment, Huabao Kongque, Guangzhou Huabao,
Guangdong Zhaoging and Yongzhou Shanxiang, teamed up to appear in the “2014 Food Ingredients
China” exhibition

AEERMAMEBREBE SN [F+\ETERRRMANEANENRES] @ FHLE  BME
" EREEMAMUBREBRMALARS
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Chairman's Statement
FEHRE

for the year ended 31 March 2014, the Group’s sales revenue
reached approximately HKD4,237 million, representing an increase
of approximately 16.2% over last financial year; profit attributable to
equity holders of the Company was approximately HKD1,977 million,
representing an increase of approximately 15.2% over last financial
year. In view of the solid financial position and abundant cash flow of
the Group that had been maintained, the Board proposed to declare
a final dividend of HK10.49 cents per Share, together with a special
final dividend of HK7.00 cents per Share, bringing the total dividends
for this financial year to HK29.05 cents per Share and representing
a significant increase of approximately 31% over last financial year.
Dividend payout ratio for the year reached approximately 46%,
representing an increase of approximately 5 percentage points
as compared with 41% for last financial year. Since listing of the
flavours and fragrances business, the Group’s diluted EPS grew at a
CAGR of 19.2%; meanwhile, the Group has declared dividends of
more than HKD4.2 billion, which has achieved its development target
of “high growth, high payout”.

Operating environment review

In 2013, global industrial output and global trade remained weak,
while global economic growth continued to show a small decline. In
January 2014, the International Monetary Fund estimated the global
economic growth for 2013 to be 3.0%, which was 0.1 percentage
point lower than it was in 2012, and being the lowest level since
the post-financial crisis era. Of which, developed economies enjoyed
faster economic growth than emerging economies, with U.S.
gained solid pace of recovery, Eurozone economy has shown signs
of bottomed-out and the financial market eventually stabilized,
while Japan’s economic stimulus package had proved effective to
a certain degree and successfully boost confidence. On the other

Huabao International Holdings Limited #EERKEIZERAR AT
2013-2014 Annual Report £ 3§

Dear Shareholders, on behalf of the Board of Directors,
I am pleased to present to all Shareholders that,
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hand, emerging economies experienced a notable slowdown in
growth following a rapid growth after the global financial crisis,
overall economic performance of developing countries showed a
slowdown trend. The overall business environment was made more
difficult as China’s Gross Domestic Product growth fell to 7.7% in
2013, after falling to a level below 8% in 2012. As to the industry,
China’s tobacco industry maintained a stable yet slower growth,
with cigarette sales grew by approximately 1.2% for the whole year,
which had further slowed down from 2012. In general, the global
economy was still undergoing an in-depth adjustment and general
growth remained slow. Given the weak fundamentals, the lack of
momentum for growth and uneven pace of development, the road to
recovery remained uncertain. The management and | are pleased with
the all-around speedy growth that the Group had managed despite
the increasingly complex and challenging business environment.

Review of operating results

For the year ended 31 March 2014, sales revenue of the Group
increased by approximately 16.2% year-on-year to approximately
HKD4,237 million. Gross profit margin reached approximately 70.8%,
representing an increase of 1.7 percentage points over last financial
year. EBIT margin reached approximately 56.1%, representing an
increase of 0.6 percentage point over last financial year. Profit
attributable to equity holders of the Company was approximately
HKD1,977 million, representing an increase of approximately 15.2%
over last financial year. Basic EPS was HK63.76 cents, representing an
increase of approximately 16.9% over last financial year.

In terms of flavours business, sales revenue of the segment reached
approximately HKD3,083 million, representing an increase of
approximately 2.8% from last financial year. Operating profit of
the segment reached approximately HKD1,967 million, representing
an increase of approximately 4.2% from last financial year. The
growth of the PRC tobacco industry continued to maintain a slow
pace of growth in the past year. In particular, the first half of 2013
had shown a negative growth in terms of production output in
the industry. In view of a slowed sales growth and increased cost
control pressure in the whole tobacco industry, the Group achieved
relatively optimistic growth through persistent adhering to the “Big
Customers, Big Brands” development strategy and the development
of comprehensive solutions for customers. Evidently, operating profit
margin of the segment further increased from 63.0% of last financial
year t0 63.8%.
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In terms of RTL business, benefiting from continuous enhancement of
utilization rate of the second phase of Guangdong Jinye production
line and gradual elevation of average selling price of the products,
sales revenue of the RTL segment continued to maintain a rapid
growth momentum. Sales revenue of the RTL segment broke through
HKD1,000 million for the current financial year, which is more
than a double of HKD483 million of last financial year. Profitability
further improved, with operating profit significantly increased by
approximately 177.1% over last financial year to approximately
HKD423 million. Segment operating profit margin also significantly
elevated by 7.9 percentage points to approximately 39.5%. The
Group currently has a total production capacity of RTL of 30,000-ton
per annum, representing a considerable market share in the domestic
industry. In March 2014, the production line became the first one
that being certified by the STMA and achieved landmark-status in
paper-making RTL production. Its production workmanship has been
recognized by the STMA to have reached the highest technology
level within domestic paper-making RTL production, while its major
technical indicators also reached advanced international levels. After
only three years that the Group had ventured into the RTL industry,
the Group was able to secure an industry-leading position in terms
of technology level resulting from continuous input in R&D and
technology innovations. With the Group’s position further solidified,
S0 is its optimistic growth momentum.

Huabao International Holdings Limited #EERKEIZERAR AT
2013-2014 Annual Report &5

® Flavours R B EFEER
@ Fragrances A A& B &L
® RTLEEEH

EEEERTE YERERCE _HAEEFERE
FARELSRES  UARAEBERNFHEEEE
RBA - RREERABALEFESHRER - KK
FEBEERAREBEI0RT B HHREEN
HEEEASIBILERBA —F - B NE—FiE
B AVBEEEERMNENBBLI2MET &L
—BREERBEENIT77I A% @ RBEEEF X
MAARERE7.9EE DB EL39.5% - BAT - AEH
EESH M EEREIE30,0000 - ERATSEEEES
MNE -R-ZTE—NEFE=ZF ZEESRBBRERR
W BEANEKESRBENERZEE SR IZET
SER HAETEREBRERITABREEKEE
EERRMESKE  EERITEZTEERKRL
HWKF - REEEAESEFEHEE=F K18
BENWHBREARTEORAMTAIF - B AR
FEfTRSEL - ERfUE—SEE  EEBHEEA -

72.8%
2.0%
25.2%



Financial Review

For the year ended 31 March 2014, the Group’s net cash
generated from operating activities amounted to approximately
HKD1,825 million, representing an increase of approximately
13.0% as compared with last financial year. Net cash amounted to
approximately HKD2,652 million, representing a significant increase
of approximately 42.7% as compared with last financial year. The
Group has proactively allocated its internal resources in recent years
to optimize its financial position and create higher investment value
for its shareholders. Among which, share repurchases of over 58
million shares of the Company’s with more than HKD200 million
since August 2012 and proactive repayment of its short-term bank
loan had further lowered the gearing ratio to approximately 6.1%
for this financial year. Meanwhile, the Group had declared special
dividends in addition to basic dividends to its shareholders according
to its cash flow and future development needs. The total dividend
declared for this financial year reached approximately HKD901
million, which marked the largest amount of dividend since 2006.
Since listing of the flavours and fragrances business, the Group
has declared dividends of over HKD4.2 billion to its Shareholders.
The aforementioned has demonstrated the Group’s determination
in continuously and proactively safeguarding the Company’s and
Shareholders’ value.

Updates on new business development

By adhering to the development strategy of “Multi-pronged, Focused
Growth”, the Group has been steadily developing the flavours
business while expanding the RTL business into one that accounted
for over 25% of the total revenue after three years of investment
and operation. The Group will then further emphasize developments
in the fields of new cigarette materials and new workmanships and
innovative tobacco products:

1. Updates on new cigarette materials and new
workmanships

In recent years, China’s tobacco industry has been continuously
promoting for cigarette’s “tar and harmful content reduction”
scheme, where the Group had strived to capture the
opportunities and increased its R&D input. As R&D continues
to bear fruitful results, the Group had thereby successfully
applied these results to applications and stepped up the pace
of production, so as to seize related opportunities.
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According to the STMA, domestic sales volume of low tar
cigarette (8 mg or below per stick) in 2013 increased by
approximately 7.1% over the corresponding period of last
year, which was significantly higher than that of the industry
average. Meanwhile, growth of domestic sales volume of low
tar cigarettes with 6 mg or below per stick was approximately
180% over the corresponding period last year. Despite the
sluggish sales growth of cigarette in the domestic market, low
tar cigarettes stand out from the others with a remarkable
growth rate leading the industry. In terms of an increase in
the number of new products, the cigarette industry developed
82 new products in 2012. Among them, 44 being low tar
cigarettes, 15 were cigarettes with 6 mg of tar or below per
stick. It is obvious that low tar cigarette products have been
strongly promoted by cigarette manufacturers. On the other
hand, the current production output and sales volume of
cigarettes with 6 mg of tar or below per stick of 0.7 million
cases in absolute terms remains low and is far from meeting
the target (“the output of cigarettes with 5 mg of tar or below
per stick shall exceed 2 million cases by 2015"”) under the plan
of “Cigarette Industry Improvement” proposed by the STMA
and needs to be significantly enhanced. In addition, the tar
content in each cigarette in China must not exceed 10 mg
from 1 January 2015 as clearly required by the STMA. To this
end, the STMA issued internal notices in April 2014 in relation
to speeding up promotion and application of results in “tar and
harmful content reduction” among cigarette manufacturers
and continued to consider the results of tar reduction as a
key factor in the assessment of manufacturers, with an aim to
significantly bring down the tar content and hazard index of
cigarettes in 2014 from that of 2013.

The Group completed the acquisition of Guangdong Jinye in
late 2010 in anticipation of the shift towards reduction in tar
content several years ahead. Only three years following the
completion of the acquisition, the Group had developed the
RTL business from scratch and now has become a business
segment with revenue of more than HKD 1,000 million for the
year, which well exemplified the vision and implementation
ability of the management. In the past year, the Group set up
three platforms in relation to new cigarette materials, which
include the cigarette smoke transmission technology platform,
the specialized RTL technology platform and the new tobacco
stem processing technology platform. Trial production lines
had been established and through preliminary promotion,
favourable responses had been received from major customers.
The Group will then continue to adhere to improving
production technology as a base and fully boost cooperation
with major customers in the abovementioned fields to realize
commercial production in the near future.

Huabao International Holdings Limited #EERKEIZERAR AT
2013-2014 Annual Report £ 3§

BRERERBBEL  —T—=F20EER
BIE(BXHEBEASZERNIAT) HERLL
BEMNTA%  BESRITEBRIERKT
MExEHEBHEeER MATBEHER L
REEDNN180% - EEEBEHEERZ N
MARET - BERBE-—RBS BRTE
BRITEMRHIEE - RHFERBERIBRRK
B R FRETEARET2EFS
HAp44f R EE BB ERE  SXEmERES
ERRATOBERBISE THEHBE
FECEHNEERBERBENEREE - 8
A—HE BRSXEHEHCEREUTE
BEHEFRIEBHEMEHR) - EH708
o EREER(EETEIBELKY] &
BRAZ) PWER (I _ZE—0F  £HES
ZR/XATHERESEBH20088]) N
ABEEE  EBEBARMETER - LA
RREERNARENR T AFMK
ZEBEZFEMREVAREIZER, X
FAT - Btk BERK - T —MFmAZEM
ENZAEEM - Bl TEBELEECEMRE
1& [ B SR E ] R ROERERMER - 8
ERERBIERZERNEEANR  BER-T—
MEBEERENEELHERE_T—=F4
HE_ERREE NEE o

REBAEETFREERRTEANBNEESN
B YR _FT-FTFRZKTHRERSE
HUEE - ERZ R B TERRNEE = FRED
AEERTHE  BEESRITERRSFH
BWANEBBBEI10RTHRE - EREZRE
RYITRNEBSTE - BE—F  AREXK
M T = REBERM AN T e - 2R R
BEREERMTE  BREESFHRMTE
SRR RMFE - BAIEEY 7o
FES BT HEE BN EEMITK
HTEBEXRPHRGNE - T—F  NEEH
HESTELETENARL 2 H#EET
REFPE LAABRMEEHNAE  YHERE
RREELLEE -



2. Updates on innovative tobacco products including
e-cigarette

Innovative tobacco products experienced rapid growth in
recent years, especially those represented by e-cigarette, which
has become a new booming business. In the past three years,
global sales volume of e-cigarette grew at a CAGR of 40%.
Furthermore, research institutions estimate that the global
sales revenue of e-cigarette may reach USD4.7 billion by 2015
and even USD25 billion by 2023. Therefore, the management
believes that such industry has a huge potential for growth.

Although regulations for e-cigarette in all parts of the world
remain unclear, the rapid growth of the industry in recent years
has clearly demonstrated a huge potential market in the future.
With clear competitiveness in tobacco flavours and fragrances,
tobacco chemistry and analysis, etc., the management
believes that the Group will achieve cost-effective results in
the development of e-cigarette business. In fact, the Group’s
preparatory work in such field has long been underway. In
February 2013, the Group has started to establish a R&D centre
in North Carolina of the U.S. in order to acquire the latest
technology, human resources and current trend that enable
it to comply with international standards. In March 2014, the
Group established a working committee focusing on innovative
tobacco products which | am directly involved. The Group is
expected to face the world with China as its stronghold to
further develop related products and launch its own e-cigarette
brands on the basis of increasing R&D input in e-cigarette.
Meanwhile, the Group also intends to provide e-cigarette
manufacturers with tobacco oil products for e-cigarette
production. The Group’s e-cigarette related products and other
innovative cigarette products are expected to be launched in
the second half of 2014.

Future development plans

The National Bureau of Statistics and the Ministry of Commerce at
the beginning of 2014 anticipated that the developed economies
and the emerging economies will continue to grow at different
paces, while the growth momentum of developing countries outside
Asia and Europe are still far from satisfactory. Although the global
economy is expected to grow slightly, risks remain. Among all, the
U.S.'s decision to taper its Quantitative Easing is one of the biggest
uncertainties for the global economy. As the global economy may be
volatile, China will face a complicated external economic environment
in the coming year.
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In respect of the PRC tobacco industry, it is expected that the
growth in sales volume of cigarettes in China will slow down further
as China has been tightening on smoking control. However, the
increasingly obvious changes in the industry during the past years
have also presented the Group with opportunities and further
room for development. Firstly, the increasing pressure of “tar and
harmful content reduction, quality enhancement” being faced
by the PRC tobacco industry will help boost the demand for new
cigarette materials from the manufacturers. Meanwhile, the Group’s
leading position in R&D and application in terms of new cigarette
materials and new workmanships will be instrumental in enhancing
the technology and product cooperation between the Group and
its customers. Moreover, the STMA also heightened its concern
over the shrinking market of traditional cigarette and suggested
that cigarette manufacturers should closely follow the development
trend in the international tobacco markets, in particular the shift
towards R&D of e-cigarette, snus and non-burning cigarette and
other innovative cigarette products. These innovative cigarette
products, and in particular the e-cigarette, could be the key factor
of the long-term sustainable growth for the industry. The Group is
well positioned in this respect and is ready to proactively participate
in the rapid growth of the market and face up to ensuing challenges
and opportunities. In addition, the STMA has clearly stated the target
to achieve overseas sales of cigarette of more than 8 million cases
by 2020, catching up with the top three global tobacco companies
in the world. It is believed that the PRC tobacco industry will keep
exploring and looking into the possibility of expanding into overseas
markets. Meanwhile, the Group will contribute its leading technology
and internationalized management experiences forged over the
years in support of the internationalization of the PRC tobacco
industry. Apart from the above businesses, the Group will continue
to adhere to the development strategy of “Multi-pronged, Focused
Growth” and proactively explore business opportunities arise from in
association with its principal businesses such as finance leasing.

Based on the above, although the PRC tobacco industry has
temporarily halted from its rapid growth era, the Group is of the
view that these aforementioned development directions will continue
to be the windows for sustainable growth for the enterprises in the
industry. The Group will continue in adhering to its core development
strategy of “Multi-pronged, Focused Growth”, persistent in using
consumers’ taste preferences and trends as direction, along with
driven by technology innovation, in order to create the right
products for the customers and to provide them with comprehensive
solutions. Looking forward, the Group will continue to pursue steady
development of its flavours business while vigorously promoting
the development of new cigarette materials, new workmanships
and innovative cigarette products. The Group will remain persistent
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in combining the ways of organic development and merger and
acquisitions, and to probe for multi-channels of financing. The Group
will continue operating its business in China, while boosting the
development of global business in the process of internationalization
of the PRC tobacco industry. The Group is of the view that, as the
Group has gained a leading position in terms of R&D capabilities,
together with its long-term and stable cooperation relationship with
customers, it will help to capture opportunities that arise alongside
with the adjustments to and changes in both the PRC and the
global tobacco industries in future, so as to maintain a consistent
development momentum.

I would like to take this opportunity to express my gratitude to our
loyal Shareholders, customers, suppliers and principal bankers, etc.,
for their continuous shepherd and support. | truly wish to express my
appreciation to the Directors, the management and all staff members
of the Group for their diligent hard-work in the past year. Together
with the management and the staff, we will uphold the spirit of
Huabao: “innovative, pragmatic, loyal and cooperative”, to strive for
the best of Huabao and to deliver more prosperous returns for all

Shareholders!

CHU Lam Yiu
Chairman

Hong Kong, 18 June 2014

Huabao International Holdings Limited EHERIZERERAT

Chairman's Statement
FEHRE

PRELEY  BNLEEPAEINRARED
BIEEE  ERR-BERANTEEETEDES
REETEQEAE BENBRS  EERSR
fRBRA X -

AATFELHE  ERBPEROBER TP - #
FER N E EEKIBITERR - BABMRHNEL
MFF - AATAZLES BEEERZEEL

HARERE —FHAK BN THEBUAR B

e ANBEPEBEEERET —8& AR -
BE - BH - BIENEERY  REENEXBE

27 RERBRR&REZBHCIHR |

R
E:

5% —mERA+NAR

19

2013-2014 Annual Report



Management Discussion and Analysis
EEENWR DM

Production capacity of flavours and fragrances of major subsidiaries as at 31 March 2014

REE-—NF=A=T—HEETERAREREHNER

(tons M)
Shanghai LB
Huabao Shanghai EE LG 3,000
Huabao Kongque EEE 4,500
Huashun Shanghai | b 1,300
Shanghai Yinghua gEE 1,500
Jiangsu L&
Taicang Wenhua REXE 800
Wuxi Fuhua mmE 1,500
Wuxi Jiahua 5 1,200
Wuxi Huaxin minEER 600
Wuxi Huahai mIHER 500
Guangdong BR
Feijia Chuangye ez EIE 500
Guangdong Zhaoging BRERE 2,000
Guangzhou Huabao ENEE 4,000
Guangzhou Huafang/Owada BINEESS R 2,000
Others Hity
F&G F&G 150
Huabao Hong Kong EBEEE 300
Qingdao Huabao EEEE 1,000
Qingdao Qingda FEBX 650
Xiamen Amber =I5 800
Yingtan Huabao [EEEE 7,000
Yongzhou Shanxiang AN L E 1,100
Yunnan Tianhong EMAA 2,500
Approximately %7
Total production capacity “AERE 36,900

Production capacity of RTL and new cigarette materials supplements of major subsidiaries as at 31 March 2014

RIE-—MF=A=+—RIBETEAREEFH REEMMHEENERE

(tons M)
Guizhou Huashuo (RTL coating base) BMNES (BEEEAEEMRER)
— 100% ownership —##H100% 1,500
Guangdong Jinke (RTL) ERER (BEEH)
- 55.375% ownership — #7%855.375% 10,000
Guangdong Jinye (RTL) EBREE (EE8H)
- 100% ownership —1#H100% 20,000
Approximately %7
Total production capacity HBEEBE 31,500
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Management Discussion and Analysis

INDUSTRY PROFILES

Tobacco industry

Over the past few years, sales growth in the PRC tobacco market
has been gradually slowing down. According to the data released,
the growth of the PRC tobacco industry in terms of production
volume in 2013 was approximately 1.8%, representing a decrease of
approximately 1 percentage point as compared with 2012. Due to the
increase of consumers’ health consciousness and under the influence
of the Chinese government’s strengthened smoking control measures
and policies to strictly limit government spending on business
accounts, the growth of the PRC tobacco industry in terms of sales
volume in 2013 was approximately 1.2%, representing a decrease
of more than 1 percentage point as compared with 2012. However,
growth in the sales revenue of cigarette remained obvious as the
STMA has been proactively promoting the plan of “Cigarette Industry
Improvement” in recent years with an aim to proactively regulate
the production and consumption structure of tobacco and boost the
consumption of middle to high-end cigarette. In 2013, sales revenue
from wholesaling of cigarette in PRC was approximately RMB1.25
trillion, representing an increase of approximately 8.5% as compared
with corresponding period last year. The tobacco industry contributed
industrial and commercial profit tax of approximately RMB956 billion
for the whole year, representing an increase of approximately 10.5%
compared with last year.

The following trends and changes were noted in the industry:

o Except for Zhejiang and Shanxi provinces, all of the 31
provincial markets in China have recorded sales volume growth
as compared with 2013;

o Sales volume of cigarette in urban areas for 2013 was
approximately 30.10 million cases, representing an increase of
approximately 1.0% compared with last year. Sales volume of
cigarette in rural areas was approximately 19.90 million cases,
representing an increase of approximately 1.9%. Sales growth
contribution has shifted from urban areas to rural areas;

o In 2013, average sales revenue per case from wholesaling of
cigarette in China (tax inclusive) was approximately RMB25,000,
representing an increase of approximately 7.3% compared with
last year, while the growth rate slowed down as compared with
the last two years. In terms of contribution to growth in sales
revenue from wholesaling in the entire industry, sales revenue
per case from wholesaling accounts for approximately 86% of
growth in sales revenue, while sales volume growth accounts
for the remaining 14% of sales revenue;
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o Product structures throughout the country improved in 2013.
All of the 33 provincial markets have recorded growth in
average sales revenue per case from wholesaling of cigarette
as compared with last year, while Guizhou, Guangxi and
Chongging provinces have recorded a growth of over 10%;
and

o Higher inventory level was recorded in 2013 as compared with
1 million cases for last year. The amount of inventory was
approximately 1.2 million cases at the end of 2013.

Based on the development of the industry throughout 2013, the
STMA formulated a plan for the next phase of business development
of the industry at the National Tobacco Conference held in January
2014. The gist of such plan is as follows:

o Continuous adjustments to the structure: the STMA expects
that growth in total sales revenue of China’s tobacco industry
to be basically in line with growth in total national retail sales
of consumer goods, and growth in average price of cigarette
per case be basically in line with growth in urban and rural
residents’ income;

o Global business development: according to the relevant data,
total sales volume of cigarettes of the global markets (excluding
China) exceeded 70 million cases in 2013. Among which,
approximately 47 million cases were sold by the four tobacco
giants, namely Philip Morris International, British American
Tobacco, Japan Tobacco and Imperial Tobacco. The remaining
some 20 million cases were sold by other tobacco companies.
In terms of China tobacco’s overseas sales, sales volume in
2013 was approximately 1.4 million cases, which accounts for
less than 3% of total sales volume. The STMA considers that
the overseas market has huge potential. Accordingly, it sets
the specific targets of achieving sales volume of over 8 million
cases by 2020 and catching up with top three global tobacco
companies;

o Monitor the development of innovative cigarette products:
to follow the latest trend in global tobacco industry, and
in particular R&D of innovative cigarette products such as
e-cigarette, snus and non-burning cigarette. These innovative
cigarette products could be the key factor for sustainable
development of the industry in the long run;

o Industrial and commercial profit tax to exceed RMB1 trillion:
in 2013, industrial and commercial profit tax amounted to
approximately RMB956 billion, representing a growth of
approximately 10.5% from last year; in 2014, industrial and
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commercial profit tax will strive to reach RMB1.033 trillion, to
ensure a growth rate of 8%, with an upside of as high as 10%;
and

o Continue to boost industry consolidation: to support the
consolidation of Hongta Tobacco Group and Hongyunhonghe
Tobacco Group, which are both sub-groups of China Tobacco
Yunnan.

In addition, tender process for raw materials procurement remained
effective for the year and will be introduced further in the future.
As the pressure on cost control increases, so will the competitive
landscape in the industry.

(Source: the National Statistics Bureau, China Tobacco and East Tobacco
Newspaper)

Food and beverage industry

In 2013, continuous scale expansion of the food industry had
boosted effectiveness but at the same time general food price level
also rose considerably. On the other hand, growth of the entire
industry in terms of scale and effectiveness had declined, especially
most sub-industries such as beverage and catering, confectionary
items, meat product and candy industries. According to statistics,
revenue from principal business of food enterprise above designated
size in 2013 was approximately RMB10.1 trillion, representing
an increase of 13.9% compared with last year, while the growth
rate represented a decrease of 5.1 percentage points compared
with last year. Total profit of food enterprises was RMB753.1
billion, representing an increase of 13.6%, while the growth rate
represented a decrease of 11.6 percentage points compared with
last year. Traditional food is far from meeting the demands for
higher in "quality, nutritional and functional” values as investment
in technology by the industry in 2013 remained low. However, the
whole industry became more consolidated and pressure on small and
medium enterprises increased.

In terms of food safety, the operating environment remained
challenging in 2013. Along with the introduction of related
regulations, the China Food and Drug Administration was established
in March 2013. All of the above suggests a more stringent regulation
on food safety. Therefore, the prospect of the external market does
not look optimistic for the food and flavours industries. Meanwhile,
the spread of the avian influenza at the beginning of the year gave
a severe blow to the beverage and catering industry and in which
flavours and food additives industries suffered the most. In addition,
the Chinese government’s policies to promote frugality and reject
extravagance also brought material and continuous impacts to the
beverage and catering industry, particularly high-end hotel and
catering businesses.
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Fragrances industry

According to the data released by China National Information Center
of Light Industry, the growth rate of total profit of daily chemical
industry in China in 2013 was approximately 10.1%, representing
a decrease of 7.4 percentage points compared with that of in 2012
and lower than the average growth rate of 14.6% of the entire
light industry. The daily chemical industry was faced with enormous
pressure as a whole. In terms of growth in realized profit of each
sub-industry, growth rate of oral hygiene and flavours and fragrances
manufacturing industries recorded decreases of different magnitudes.
Realized profit of soap and synthetic detergent manufacturing
industry decreased by 1.3% compared with 2012, while the aromatic
industry in China did not record growth at all. Looking forward to
the year ahead, liquid washing detergent, infants and cosmetics
markets are expected to continue to record a significant growth. In
2013, the production output of liquid washing detergent increased
by 34% compared with last year. As liquid washing detergent
products under various brand names flocked into China, the washing
detergent market has gradually entered a “liquid” era. In terms of
raw materials, the general price level of imported materials fell while
prices of certain types of domestic raw materials surged as a result of
excess demand.

New cigarette materials and new workmanships

According to the STMA, domestic sales volume of low tar cigarette
(8 mg or below per stick) in 2013 increased by approximately 7.1%
over the corresponding period of last year, which was significantly
higher than that of the industry average. Meanwhile, growth of
domestic sales volume of low tar cigarettes with 6 mg or below per
stick was approximately 180% over the corresponding period last
year. Despite the sluggish sales volume growth of cigarette in the
domestic market, low tar cigarettes stand out from the others with a
remarkable growth rate leading the industry. In terms of an increase
in the number of new products, the cigarette industry developed 82
new products in 2012. Among them, 44 being low tar cigarettes,
15 were cigarettes with 6 mg of tar or below per stick. It is obvious
that low tar cigarette products have been strongly promoted by
cigarette manufacturers. On the other hand, the current production
output and sales volume of cigarettes with 6 mg of tar or below per
stick of 0.7 million cases in absolute terms remains low and is far
from meeting the target (“the output of cigarettes with 5 mg of tar
or below per stick shall exceed 2 million cases by 2015”) under the
plan of “Cigarette Industry Improvement” proposed by the STMA
and needs to be significantly enhanced. In addition, the tar content
in each cigarette in China must not exceed 10 mg from 1 January
2015 as clearly required by the STMA. To this end, the STMA issued
internal notices in April 2014 in relation to speeding up promotion
and application of the results in “tar and harmful content reduction”
among cigarette manufacturers and continued to consider the results
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of tar reduction as a key factor in the assessment of manufacturers,
with an aim to significantly bring down the tar content and hazard
index of cigarettes in 2014 from that of 2013.

Innovative tobacco products

Innovative tobacco products experienced rapid growth in recent
years, especially those represented by e-cigarette, which has become
a new booming business. In the past three years, global sales revenue
of e-cigarette grew at a CAGR of 40.1%. Growth of sales revenue
from 2010 to 2013 is set out below:

Total global sales revenue RIRIHE R
(USD million) (B&=%n)
Growth rate BRE

BEEENWR DT

MEBNE  BR-T - MEREERENEEN
FEBME =B — = W AT -

MEEERMITERR

VUEEHRNEREBLLFEET B RN
B EHRNETBLEARKRNER EXAE
TRTARNER - EBEN=F 2REFHL
EEXNHEBFHESBREDIEIW1% TR
BrTm-_T-TF2 T -FRAOHEERER

LR

2010 2011 2012 2013
910 1,280 1,800 2,500
- 40.7% 40.6% 38.9%

Source: East Tobacco Newspaper

In general, the market is optimistic about the prospect of the
industry. Research institutions estimate that the global sales revenue
of e-cigarette may reach USD4.7 billion by 2015; by 2023, the scale
of global e-cigarette sales revenue may reach as high as USD25
billion.

Rapid development in the past few years and enormous potential for
growth have drawn close attention of all parties to the development
of e-cigarette. On one hand, traditional cigarette manufacturers
rushed to launch related e-cigarette products with an aim to capture
market share; on the other, merger and acquisitions were frequently
conducted among the e-cigarette companies to further expand their
market share. A number of investment institutions and investors
within the capital markets also proactively participated in the industry
with an aim to get a share in the rapid development of the industry.

In terms of e-cigarette brands, certain brands in the industry have
gained sound reputation. However, absolute scale of all brands
remains small. This is especially true when compared with the
enormous tobacco market. Currently, this sector is highly fragmented
and has not yet experienced the situation where the market is being
dominated by a few giant players just as that in the traditional
cigarette market. Therefore, the industry provides a dynamic and
evolving backdrop with excellent development opportunities for
industry players.
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In terms of policies and regulations on e-cigarette, standards vary in
different parts of the world and many countries or territories even
have yet to formulate any relevant laws and regulations. Among them
is China, the largest global cigarette market. In the U.S., the Food
and Drug Administration proposed to extend its tobacco authority to
regulate “additional tobacco products” including e-cigarettes in April
2013. Such proposal remains in a public consultation period.

BUSINESS REVIEW
Review of Flavours Business

For the year ended 31 March 2014, sales revenue of the flavours
business of the Group amounted to HKD3,082,919,000, representing
an increase of approximately 2.8% from last financial year. The
EBIT margin of the flavours segment reached approximately 63.8%,
representing an increase of approximately 0.8 percentage point
as compared with approximately 63.0% for the last financial year.
The EBITDA margin reached approximately 66.7%, representing an
increase of 1.1 percentage points as compared with approximately
65.6% for the last financial year. The flavours business maintained
a slow growth rate, which was mainly due to the Group’s flavours
business (mainly tobacco flavours) being closely related to the
development of China’s tobacco industry, whose overall growth
rate is gradually slowing down. However, benefitting from the
Group's “Big Customers, Big Brands” development strategy, as well
as the technological advantages accumulated from the long-term
fulfillment of customer’s increasing demands for quality and provision
of comprehensive solutions to customers, the flavours business
segment was still able to achieve results which surpassed the overall
growth rate of China’s tobacco industry. On the other hand, the
Group continued to strengthen management, control costs, expand
production scale and gradually enhance the concentration of
production capacity, which led to the further increase of the profit
margins of the flavours business.
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During the year, multiple sessions of the “State Tobacco Monopoly ~WRFERN - EMEFIEFEHLH (EREEZER
Administration’s Training Course for Senior Cigarette Flavorists” HBESAATMUT] RE2ESETHNBELE
were held smoothly at Guangzhou Huafang with participation from  £fli B %27 5l - BESHAEAMEIEREE
core technicians from cigarette enterprises in all provinces and cities ZERZEREZINERIZIE TERIES TEENH
nationwide. The training course of senior cigarette flavorists, mainly — & TKF - EEF IR IN5E T EA S B BT R EBH
covering theoretical study and practical operation, has not only ZXREGE _E—=F N7 W REZEZFHPE
increased the delegates’ flavoring technique, but also promoted %% (£E) ERECARTARERNELERER
their interaction and cooperation with the Group in terms of EHRFMN [AREBERHER] - ZHRERMR TR
technology and business. In August 2013, Yunnan Tobacco Materials #HEEMGA BN RITEMN - RBRAEHEEDN
(Group) Co., Ltd. accredited Owada the highest rating of “A-Class AT TEEBMNEM - —T—=F+_F W=
Flavours and Fragrances Supplier”. Such award reflected Owada’'s 7 B/JISO 140013R3E E 258 X LOHSAS 180015
overall strength and industry standing, and also laid the foundation 2E@FELZ2ERERXREEE  RFEFRRENISO
for future cooperation. In December 2013, Owada received O001EEEFEBAREFZAHA-IZ—BEFE - —F
certification from 1SO 14001 Environmental Management Systems —PWF—F  EBEEHBESF[2013FE=TE T
and OHSAS 18001 Occupational Health and Safety Management ¥EAEREEFAEHNESHE| R[2013FE5
Systems, which was combined with the original I1SO 9001 Quality TFTIXEBEABEREXEFELEE] SLE ¥R
Management certificate into a three-in-one certificate. In January UBAZEXREG - —T—WNF=F EBEZEEEHE
2014, Shanghai Huabao received the “2013 Jiading Industrial Area [2013FEENHE AR TRE] -

Advanced Manufacturing Overall Capability Gold Award” and the

“2013 Jiading Industrial Area Advanced Manufacturing Outstanding

Operator Award”, once again receiving recognition within the

industry. In March 2014, Yingtan Huabao was awarded the “2013

Major Tax Paying Companies Special Contribution Award”.
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In terms of food and beverage business, although in 2013 the spread
of avian influenza and price wars with competitors presented adverse
conditions in the operating environment of the Group, the Group
was still able to achieve stable growth in the food and beverage
business through the gradual expansion of business and enhanced
production efficiency. In the meantime, the Group continued to focus
primarily on food safety and maintain the quality of the products,
which in return bringing it a sound market reputation.

The major customers of the Group's food and beverage business
continued to be small and medium enterprises, which underwent
greater fluctuations during periods of unfavorable business
development. Therefore, the Group continued to optimize its
customer base and relied on the “Big Customers, Big Brands”
development strategy and was able to achieve results in the
development of big customers over the past year. For example,
Huabao Kongque expanded its business into reputable customers
such as Black Cow and Glico, where sales to Kraft also grew
substantially. After expanding production capacity in 2013,
Guangdong Zhaoging gradually expanded its sales to customers such
as Wahaha Group. In addition, Yongzhou Shanxiang successfully
expanded its business into international flavours and fragrances
customers such as Givaudan.

During the financial year, the subsidiaries in the food and beverages
business made some notable achievements. In July 2013, the
Litsea Cubeba Industry Association, which was established under
the guidance of Yongzhou Shanxiang, organized the “2013 Litsea
Cubeba Oil Working Conference”. It was aimed to organize
and promote the long-term development of the Litsea Cubeba
oil industry. In October 2013, the “China Ice Cream and Frozen
Foods Equipment and Raw Materials Exhibition” organized by the
China Association of Bakery & Confectionary Industry was held in
Shanghai. Huabao Kongque participated in the exhibition with its
healthy concept of “Originating from Nature, Exemplifying Nature”,
alongside with its pure taste and popular fragrances. It displayed
over 10 flavours of unique ice cream, such as the coconut pineapple
popsicle. Of which, new products such as chocolate popsicle,
durian-flavoured ice cream and rose milkshake generated a great
deal of interest among customers. In March 2014, the Group's
members in the food and beverages business, namely Huabao
Kongque, Guangzhou Huabao, Guangdong Zhaoging and Yongzhou
Shanxiang, jointly participated in the “2014 Food Ingredients China”
exhibition held in Shanghai. This exhibition attracted over 1,200
participating companies both domestically and abroad and tens of
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thousands of professionals from around the world. In preparation
for the exhibition, the subsidiaries made thorough preparations. Of
which, Huabao Kongque organized a natural flavours new product
press conference in the morning of the exhibition and invited its own
senior experts and German experts to communicate face-to-face with
customers, presenting to customers the trends of latest products on
the market and the advanced R&D principles implemented by the
Group in its flavours business. Such flavours mainly consist of natural
extracts and artificial flavours and are mainly applied to various
beverages, which possess an advantage in fragrance and texture
and can better satisfy customer demands on the product’s price-to-
value ratio, compatibility and stability. Guangzhou Huabao presented
its major product, savory food ingredients, at the exhibition. Its
confectionary snacks, baked foods, meat products, convenient foods
and condiments all received positive feedback.

BEEENWR DT
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Major financial indicators of flavours RABRBEHZIENKER

HKD thousand BT 2014 2013
Sales revenue HEIA 3,082,919 2,997,495
EBIT EBIT 1,967,077 1,887,719
EBIT margin EBIT= 63.8% 63.0%
EBITDA EBITDA 2,056,402 1,965,212
EBITDA margin EBITDAX 66.7% 65.6%
Review of Fragrances Business BRAEREREKERE

For the year ended 31 March 2014, sales revenue of the fragrances
business of the Group reached HKD84,675,000, representing a
decrease of approximately 48.8% from the last financial year.
Operating profit of the segment amounted to HKD7,760,000.
EBIT margin was approximately 9.2%, representing a significant
improvement from 5.5% of last financial year. The substantial
decrease in sales revenue of the fragrances business was mainly
attributable to the Group’s disposal of all the equity interest in
Yunnan Huaxiangyuan during the financial year.
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Although the fragrances industry in China faced tremendous pressure
in 2013, Xiamen Amber was able to take advantage of its position in
the washing and sanitary fragrance business, in particular stepping
up its efforts in the promotion of the detergent business, which led
to relatively stable growth overall. At the same time, the disposal of
Yunnan Huaxiangyuan, which was lower in profitability, had led to
the gradual recovery of the segment’s profitability.

BE T =—F2ERALTEEEAKREXRES
BEFMIAD - MREEMRBEEARERELER
BEBNEDS  LHERMETRARREETHEY
HENE ERLERISTHHRENER - [
B BmREETAMNENRENSHESTRNE
% RN BFIENFUNEF BT

Major financial indicators of fragrances BAERERAZEENKEEZ

HKD thousand BT 2014 2013
Sales revenue HEWA 84,675 165,272
EBIT EBIT 7,760 9,074
EBIT margin EBITX 9.2% 5.5%
EBITDA EBITDA 10,937 12,350
EBITDA margin EBITDAX 12.9% 7.5%
Review of RTL Business EEH R EKERE

For the year ended 31 March 2014, sales revenue of the RTL business
of the Group reached HKD1,069,831,000, representing a significant
increase of approximately 121.4% from the last financial year, which
successfully completed management’s target. The segment grew
rapidly to account for 25.2% of the Group's total sales revenue
from 13.3% of the last financial year. Operating profit reached
approximately HKD422,683,000, representing a rapid increase of
approximately 177.1% as compared with the last financial year. EBIT
margin reached approximately 39.5%, representing a remarkable
increase of 7.9 percentage points as compared with approximately
31.6% of the last financial year. The substantial increase in sales
revenue and profitability of the RTL segment was mainly due to the
gradual increase in the utilization of the second phase of Guangdong
Jinye's production line; furthermore, average selling price increased
further due to constant enhancement of product quality and this
had led to continuous optimization of customer structure, resulting
in penetration into numerous major brands in China. Management is
pleased with the good results achieved so far since entering the RTL
business in 2010.
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During the financial year, Guangdong lJinye achieved outstanding
results. In July 2013, Guangdong Jinye leveraged on its professional
technical capabilities and constant ability to innovate, passed the
stringent assessment of Guangdong Provincial Department of
Science and Technology and Guangdong Provincial Department of
Finance and was awarded the “High-tech Enterprise”
December 2013, the “Guangdong Province Reconstituted Tobacco
Leaves Technology and Development Centre” under Guangdong
Jinye passed the certification of Guangdong Provincial Department

certificate. In

of Science and Technology, Guangdong Provincial Development
and Reform Commission and Guangdong Provincial Economic
and Trade Commission, which symbolized that the Group’s R&D
capabilities in the RTL area has reached a new level. The success of
such R&D platform will effectively enhance the technical standards
of R&D personnel and promote the development of technological
talent, which will bring significant impact to the enhancement and
long-term development of the Group’s technological innovative
capabilities and economies of scale. In January 2014, Guangdong
Jinye was awarded the highest credit rating of “AAA-Class Enterprise
Credit Rating Certificate” by the Ministry of Commerce of PRC. In
March 2014, the “Guangdong Shantou Paper-making Reconstituted
Tobacco Leaves Enhancement Project”
breakthrough. The second phase of Guangdong Jinye production line
passed the assessment of the STMA, and became the first one that
being certified and achieved its landmark-status in paper-making
RTL production line. Such production line was assessed to have
encompassed advanced paper-making RTL techniques from domestic
and international sources. The major technical indicators such as

achieved an important

production workmanship, technological equipment and RTL products
have reached international advanced levels, also representing the
technology has reached top-notch status domestically.
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In 2011, the STMA launched the “Major Technology Upgrading
Project of Paper-making Reconstituted Tobacco Leaves” in order
to promote the development and application of domestically
produced paper-making RTL. Afterwards, the STMA listed the
“Guangdong Shantou Paper-making Reconstituted Tobacco Leaves
Enhancement Project” as one of the annual major technological
projects, which aimed to establish a high speed, high efficiency,
clean, low consumption paper-making RTL production line that is
up to international standards. After more than two years' efforts,
Guangdong Jinye production line currently operates at a speed of
over 180 meters per minute, with a production yield of over 87%
and lower water consumption of production of 24.23 tons for each
ton of product and lower energy consumption of production of 0.844
tons of standard coal for each ton of product, all of which are of
internationally leading standards.

In terms of operating production, Guizhou Huashuo officially
commenced operations during the financial year. The main
product made by Guizhou Huashuo is coating base, one of the
core raw materials applied to RTL coating. The completion of
Guizhou Huashuo is of great significance to Guangdong lJinye’s
promotion of upstream and downstream integration. On the one
hand, Guangdong Jinye can autonomously monitor coating base
production, allowing more flexible control over the supply quality of
the coating base and the confidentiality of the formula; on the other
hand, it is instrumental in cost control to a certain extent. In respect
of Huangguoshu lJinye, the Group has completed capital injection
according to its 40% equity interest during the financial year.
Management has learnt that the main production equipment is now
in a procurement stage.

Major financial indicators of RTL

HKD thousand BT T
Sales revenue HEWA
EBIT EBIT

EBIT margin EBIT=
EBITDA EBITDA
EBITDA margin EBITDAE

ZTE——F RERMY EKEFERERMA
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MERRIER - -BEE  BEREBRIWBEELE
BEBRERMARELS | WAEREEFEREE
Bitglz— BERTESR - 58 A2 KE
BEABBRKENEMREIEEBREER - KBME
ZHEN ERSELERBINETREESS
DEE180K A L - £EEB/ERERIST%IA L - £EK
FERRZE24.23WF MEE M - £ELAEFMKZ0.844
WEAZAE WEEE G+ 9 BB B A BIMIKE -
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2014 2013
1,069,831 483,173
422,683 152,523
39.5% 31.6%
523,037 211,316
48.9% 43.7%
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Management Discussion and Analysis

Review of R&D

The Group pays foremost attention to constantly enhancing
the capacity of R&D. During the financial year, the Group’s R&D
cost amounted to HKD243,517,000, representing an increase of
HKD30,026,000 as compared with the last financial year. R&D
cost represented approximately 5.7% of its sales revenue, such
ratio remained stable as compared with approximately 5.9% of
last financial year. After continuous investment, the Group has set
up a R&D team which is in a leading position in China and is of
international standards. The State-recognized technology center
in Shanghai, the overseas R&D centers in Germany and the U.S.
and the professional R&D departments in Yunnan, Guangdong and
Fujian, etc., together form a vertically integrated platform for R&D in
areas ranging from fundamental researches to product applications.
The R&D strategy of the Group is market-driven and focused on
technology innovation, so as to closely follow the latest global
industry trends and to accelerate the mastering of technologies in
key raw materials. With such strengths, the Group is able to develop
products and technologies that meet market demands, to gradually
form a R&D team with a global perspective and deliver a system
integration platform of technology, and thereby comprehensively
elevate its overall competitiveness in relation to R&D. In the past year,
the Group achieved fruitful results in respect of R&D, among which a
total of 35 previously applied patents were granted; further stepped
up technology collaborations within the industry, participated in
multiple joint research projects with major customers such as China
Tobacco Yunnan, China Tobacco Guangdong Industrial Co., Ltd.,
China Tobacco Hunan Industrial Co., Ltd. and China Tobacco Zhejiang
Industrial Co., Ltd., which strengthened research capabilities and
reinforced the cooperative relationship with customers.

In the field of RTL, Guangdong lJinye led the “Major Technology
Upgrading Project of Paper-making Reconstituted Tobacco Leaves” as
appointed by the STMA. After two years of experimentation and hard
work, it was able to integrate and innovate on domestic and foreign
paper-making RTL techniques, which resulted in the full upgrade of
paper-making RTL production technology. It passed the assessment
of the STMA and set the technical benchmark for the establishment
of new RTL production lines and upgrades to current production
lines. During the project period, Guangdong Jinye established a team
of paper-making RTL experts with high standards and quality on
par with international standards. It achieved technical results with
important guiding effects, of which the high-speed high-efficiency
stable extraction technology, paper-making waste water recycling

Huabao International Holdings Limited ZEERERERA T
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comprehensive processing technology and RTL high precision
coating technology have reached leading and advanced international

standards. This led to advancements in domestically produced paper-

making RTL, namely in the six fields such as production capacity,
clean production capability, regulation capability, quality stability,
product functionality and formula suitability, etc.

In the fields of new cigarette materials and new workmanships,

during the financial year, the Group established three R&D platforms

focusing on cigarette smoke transmission technology, specialized RTL
technology and innovation tobacco stem technology:

34

Cigarette smoke transmission technological platform:
innovations were mainly carried out in materials, structure,
experience and aesthetic design. Currently, R&D for new filters
such as natural plant fiber filters, capsule filters, functional cord
filters and compound particle filters have been completed. Over
10 sets of professional equipment have been set up in Korea
which can satisfy the design and trial production of various
kinds of filters;

Specialized RTL technological platform: research is mainly
focused on air-flow specialized RTL processing technology.
It is environmentally safer than traditional paper-making RTL
technologies and can better implement benchmark regulation
and control of products. Under the same conditions, cigarette
smoke indicators such as tar, carbon monoxide, and seven
harmful ingredients displayed certain advantages. Currently,
the Group has established a professional technical team and
has established and realized the continuous operation of trial
production; and

Innovation tobacco stem technological platform: research
is mainly focused on steam-microwave stem expansion
workmanship technology. Through high intensity processing
methods such as microwave overheating steam expansion,
maintaining and storing anaerobic heat, the flavours emission
of stems became more mild, smooth and consistent, creating
a product with higher filing value. These products have
advantages such as low tar level and being more suitable to
cigarette formula. Currently, the Group has established and
realized the continuous operation of trial production and
possesses the capabilities to design large-scale production lines.

Huabao International Holdings Limited FEEKEZERERA T
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Management Discussion and Analysis

In December 2013, Shanghai Huabao undertook the “Establishment
of R&D Centre and Innovation Capability Project” of the National
Development and Reform Commission and successfully passed
the professional assessment of Shanghai Municipal Development
and Reform Commission and Shanghai Municipal Commission
of Economy and Informatization, further enhancing the Group’s
overall competitiveness in R&D. Such project is a joint investment
of the Group and the municipal government, which introduced a
total of 35 sets of high-precision analysis and inspection equipment
such as the Ultra High-performance Liquid Chromatography Triple
Quadrupole Mass Spectrometer, Pyrolyzer and Gas Chromatography-
Mass Spectrometer, etc. Most of which were imported and being
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Imported high-precision analysis and inspection equipment
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the most advanced equipment in the field of nanochemistry. During
the establishing and testing stage of the project, a total of 27
professional analytical and testing technicians were introduced and
trained, of which 4 held PhD degrees and 15 held masters degrees.
After completing such national research project, not only did the
Group establish a complete flavours analysis testing database, it
also developed testing methods for tobacco component analysis,
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smoke fume component analysis, and substances such as plasticizing
agent, Sudan Red G and Rhodamine, etc, by way of R&D through
subsidies or joint research with external parties. It also achieved a
great amount of results in various scientific research projects. In
several years of project development, over 70 invention patents were
filed for application, of which 25 have been thus far granted. It also
provided over 2,000 batches of testing for over 10 companies within
the industry. Also, during project development, joint experiments
were carried out with tobacco companies, tobacco research facilities
and other tertiary institutions where testing methods were jointly
developed. This was then promoted to food, pharmaceutical and
nanochemistry industries, contributing to independent intellectual
property rights, technical thesis and testing methods for various
substances. The implementation of the project has allowed the Group
to possess the most advanced flavours analysis and testing platform
within China, enhancing the innovative capabilities of the technology
center and providing support for the development of new products.

In terms of scientific research, the Group’s subsidiaries received a
number of honours during the financial year. In February 2014,
Hengxin Analysis and Inspection was awarded the certification
in metrology by the Shanghai Municipal Bureau of Quality and
Technical Supervision, which certified its qualification and capability
in conducting analysis and inspection as a third party in the field of
tobacco. In March 2014, Guangdong Zhaoging successfully passed
the MUIS Halal certification, further laying solid foundations for
overseas expansion. In April 2014, the moisture retaining fragrance,
vetiver essential oil fragrance and magnolia figo fragrance of Yingtan
Huabao were respectively awarded the “Jiangxi Province Major New
Product Certification” by the Jiangxi Provincial Department of Science
and Technology.
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Management Discussion and Analysis

Furthermore, during the financial year, the R&D team filed
applications for 35 new patents, where another 35 patents that
were previously applied granted. Some of the major patents granted
include:

A bamboo carbon fiber and its production method and

application in cigarette filters

- The production method of a membranous dip tobacco

- A method to reduce sugar and related matters using functional
liquid

- A method to reduce total sugar content in tobacco leaves and
its applications

- A method for extracting tobacco oil from tobacco seeds

- A fragrance which could improve the texture and fragrance of
cigarettes

- A perfume fragrance and its production method

- An extraction method for ethyl maltol

- Production method of Tieguanyin polysaccharide extract and its
application in RTL

- The method and equipment to form lightweight fluff pulp

which could eliminate static electricity flocculation

Internationalized R&D team

Tobacco flavours technicians

Food flavours technicians

Fragrances technicians

Biological technology technicians

Fragrances developing technicians

Analysis, inspection and quality control personnel

New cigarette materials, new workmanships and other R&D technicians
Total

Among all, 18 are foreign experts, and 41 are senior experts with
over 20 years of experience

Human Resources and Corporate Culture
Construction

As at 31 March 2014, the Group employed a total of 2,510
employees in the PRC, Hong Kong, Germany, U.S., Botswana and
Korea, as compared with 2,507 employees last year. The labour
costs for the year (including pension and mandatory provident fund,
etc.) amounted to HKD390,781,000, representing an increase of
HKD90,488,000 from HKD300,293,000 of the last financial year.
The increase in the labour costs was primarily attributable to the
hike of product prices and living standards in China and the Group’s
investment in human resources. Regarding employee salary and
incentive system, the Group has implemented a remuneration system
referenced to the market to attract stable and exceptional talents,
so as to meet with the Group’s long term development needs.
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Generally, remuneration system includes fixed and performance-

based salaries, while senior management would also be entitled to
incentives such as discretionary bonus and share options, which are
subject to adjustment with reference to price level in the market
and their respective performance. As to Directors’
remunerations are subject to adjustment made by the Board with
reference to their respective duties and responsibilities, the prevailing
benchmark in the market and the Group’s performance. For details,
please refer to Note 25 to the consolidated financial statements

remunerations,

headed under “Employment Benefit Expenses”.

The Group has placed substantial emphasis on talent building.
Through external recruitment and internal nomination, the Group
has established a comprehensive recruitment system. For reserve
talent training, the reserve talent pool is constantly reinforced
through internal recruitment and training courses, ensuring healthy
and systematic growth of the reserve talent team and providing
new talent for the Group at a suitable time. In May 2013, the
“2013 Huabao Reserve Talent Training Class’ was officially launched.
This training is based on the Group’s “Reserve Talent Training
Management Regulations” and “2013 Training Plan Outline”, which
In October
2013, the Group commenced internal recruitment to search for
outstanding flavourists internally within the Group for the first
time. According to the plan, the Group will fund the selection
training of flavourists at the Shanghai Institute of Technology. The
course duration is one year and has officially commenced in March
2014. The commencement and implementation of the above have

spans over two years and conducted in four sessions.

allowed the Group to further optimize its reserve talent training and
structure.
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Management Discussion and Analysis

BEEENWR DT

The Group has remained committed to corporate culture construction
and established a clear vision, as well as a common goal for all
employees, of combining corporate development and individual
growth to achieve common development of the Company and its
employees. Adhering to its core value of “client first” for years to
maximize client values, the Group also formulated a code of conduct
for each employee on the basis of this concept. Corporate culture
and information is spread through the Company’s monthly internal
magazine, and employees are also encouraged to submit articles
for cultural enrichment. On the other hand, the Group enriched
employees’ leisure time through various recreational and sports
activities including sports contests and outward bound trainings to
reinforce cohesion of Huabao people and their sense of identity.

FINANCIAL REVIEW

Analysis of annual results for the year ended 31
March 2014

Sales revenue

The Group’s sales revenue reached HKD4,237,425,000 for the year
ended 31 March 2014, representing an increase of approximately
16.2% as compared with HKD3,645,940,000 for the last financial
year. The continuous growth in sales revenue was mainly attributable
to the stable growth momentum maintained by flavours and rapid
growth in the sales of RTL. For the year ended 31 March 2014, sales
revenue from flavours reached HKD3,082,919,000, contributing
approximately 72.8% of total sales revenue; sales revenue from
fragrances reached HKD84,675,000, contributing approximately
2.0% of total sales revenue; while sales revenue from RTL reached
HKD1,069,831,000, contributing approximately 25.2% of total sales
revenue.

Cost of goods sold

The Group’s cost of goods sold amounted to HKD1,239,306,000
for the year ended 31 March 2014, representing an increase of
approximately 10.0% as compared with HKD1,127,031,000 for the
last financial year.
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Gross profit and gross profit margin

Gross profit of the Group increased from HKD2,518,909,000 for the
year ended 31 March 2013 to HKD2,998,119,000 for the year ended
31 March 2014, representing an increase of approximately 19.0%;
gross profit margin was 70.8%, representing an increase of 1.7
percentage points from 69.1% of the last financial year. The increase
in gross profit margin was mainly attributable to the Group’s sound
management of cost of goods sold.

Other income

Other income of the Group was HKD204,571,000 for the year
ended 31 March 2014, representing an increase of HKD27,879,000
as compared with HKD176,692,000 for the last financial year. The
increase in other income is mainly attributable to the increase of
government grants.

Selling and marketing expenses

The selling and marketing expenses of the Group mainly comprised
travelling expenses, transportation costs, salaries and office expenses.
The selling and marketing expenses of the Group for the year ended
31 March 2014 were HKD169,936,000, representing an increase
of approximately 21.8% as compared with HKD139,464,000 for
the last financial year. Selling and marketing expenses to total sales
revenue for the year ended 31 March 2014 and 2013 amounted
to approximately 4.0% and 3.8% respectively. Such ratio remains
stable.

Administrative expenses

The Group’s administrative expenses amounted to HKD655,510,000
for the year ended 31 March 2014, representing an increase of
approximately 23.3% as compared with HKD531,469,000 for the
last financial year. Administrative expenses to total sales revenue
during the current financial year amounted to approximately 15.5%,
representing an increase of approximately 0.9 percentage point as
compared with 14.6% for the last financial year. The increase in the
ratio of administrative expenses to total sales revenue was mainly
attributable to the increase in R&D expenses, employee salary and
staff benefit expenses and depreciation expenses, etc.

Operating profit

Operating profit of the Group for the year ended 31 March 2014
was HKD2,377,244,000, representing an increase of approximately
17.4 % as compared with HKD2,024,668,000 for the last financial
year, while the operating profit margin improved to approximately
56.1% of the current financial year from approximately 55.5% of the
last financial year. The increase in operating profit and improvement
in operating profit margin were mainly attributable to the increase in
sales revenue and elevation in gross profit margin.
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Management Discussion and Analysis

Income tax expenses

Income tax expenses of the Group for the year ended 31 March
2014 was HKD420,381,000, representing an increase of 33.5% as
compared with HKD314,804,000 for the last financial year. Income
tax rate of the current year was approximately 17.4%, which was
increased by 2.0 percentage points as compared with approximately
15.4% for the last financial year. The increase in income tax rate was
mainly attributable to the expiration of preferential tax periods.

Profit attributable to the equity holders of the Company

Profit attributable to the equity holders of the Company was
HKD1,977,325,000 for the year ended 31 March 2014, representing
a increase of 15.2% as compared with HKD1,716,375,000 for the
last financial year.

Net current asset value and financial resources

As at 31 March 2014, the net current asset value of the Group
was HKD4,068,533,000 (2013: HKD2,896,047,000). The Group
generates its working capital mainly through its operating activities
to maintain a sound financial position. As at 31 March 2014, the
Group's cash and bank balances amounted to HKD3,181,745,000
(2013: HKD2,323,349,000), over 95% of which was held in RMB.
The Group neither held any forex hedging products nor structured
investment products or financial derivatives.

Bank borrowings and gearing ratio

As at 31 March 2014, the Group had bank borrowings of
HKD530,131,000 (2013: HKD465,000,000), all of which were due
within one year. Among which, HKD515,000,000 are unsecured loan
with interest calculated based on HK dollars inter-banks borrowings
rate. For the year ended 31 March 2014, the average annual interest
rate of such unsecured loan was 2.39% (2013: 2.47%); the average
annual interest rate of the remaining secured loan was 6.30%
(2013: nil). As at 31 March 2014, the Group’s gearing ratio (total
borrowings, include current and non-current borrowings, divided by
total equity (excludes non-controlling interests)) was 6.1% (2013:
6.4%).

Investing activities

The Group’s investing activities were for the purchase of property,
plant and equipment and the strategically development strategies
for M&As. For the year ended 31 March 2014, the net cash used
in investing activities amounted to HKD595,898,000, mainly for
capital injection in associate, procurement of properties, plant and
equipment, and placing of short-term bank fixed deposit. For the
year ended 31 March 2013, the net cash used in investing activities
amounted to HKD735,750,000.
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Management Discussion and Analysis
BEENWR DT

Financing activities

For the year ended 31 March 2014, the net cash used in financing
activities amounted to HKD770,576,000, mainly used for dividend
distribution to shareholders. For the year ended 31 March 2013, the
net cash used in financing activities amounted to HKD1,285,984,000.

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 end of a relevant financial year divided by the total sales revenue
for the corresponding period and multiplied by 360 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 year ended 31
March 2014, the Group’s average debtors’ turnover period was 76
days, representing an increase of 4 days as compared with 72 days
for the last financial year ended 31 March 2013. Debtors’ turnover
period is generally stable.

Creditors’ turnover period

Creditors’ turnover period is calculated on the basis of the average
amount of trade payables as at the beginning and the end of a
relevant financial year divided by the cost of goods sold for the
corresponding period and multiplied by 360 days. Credit periods
granted by suppliers to the Group ranged from 0-180 days. For the
year ended 31 March 2014, the Group's average creditors’ turnover
period was 120 days, representing an increase of 2 days as compared
with 118 days for the last financial year ended 31 March 2013.
Creditors’ turnover period remains stable.

Inventory and inventory turnover period

As at 31 March 2014, the Group’s inventory balance amounted to
HKD855,694,000 (2013: HKD702,316,000). For the year ended 31
March 2014, the inventory turnover period (calculated on the basis
of the average amount of inventory balances as at the beginning and
end of a relevant financial year divided by the total cost of goods
sold for the corresponding period and multiplied by 360 days) was
226 days, representing an increase of 7 days as compared with 219
days for the last financial year. The increase in inventory and longer
inventory turnover period for the year was due to the increase in
RTL's inventory reserves as the production and sales volume of RTL
significantly increased.
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Management Discussion and Analysis

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, with
the exception of only a certain amount of imported raw materials and
equipment which are denominated in foreign currency such as USD
or EUR. The Group is of the view that the risk of RMB depreciation
is very low. As a result, the Group’s exposure to exchange rate risk is
relatively low.

Pledge of assets

As at 31 March 2014, the secured bank loan of the Group amounted
to RMB12,000,000 (2013: nil).

Capital Commitments

As at 31 March 2014, the Group had capital commitments in respect
of the purchase of property, plant and equipment, contracted for but
not provided in the financial statements amounting to approximately
HKD44,709,000 (2013: HKD186,532,000), the significant decrease in
capital commitments was mainly attributable to the capital injection
in Huangguoshu Jinye was completed during this financial year.

Contingent liabilities

Based on the information currently available to the Board, the Group
had no contingent liabilities as at 31 March 2014.
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Biographical Details of Directors and Senior Management (Note)
ESNSREERER ()

EXECUTIVE DIRECTORS #{T==%=

Ms. CHU Lam Yiu, aged 44, the Chairman of the Board, CEO, Executive Director
and the chairman of Nomination Committee of the Company. Ms. Chu served as a
member of the Board since March 2004. Ms. Chu is the mother of Mr. LAM Ka Yu
(Non-executive Director of the Company). Ms. Chu is also a director of the Company’s
principal subsidiaries marked with “C1” and the legal representative of those
companies marked with “C2" as set out in Note 34 to the consolidated financial
statements. Ms. Chu is experienced in formulating strategies and making executive
decisions on business operation, investments and market development. She is currently
a member of the Fifth Chinese People’s Political Consultative Conference Committee
(Shenzhen, Guangdong province). Ms. Chu, through the corporations controlled by her,
is the beneficial owner of shares of the Company as set out in page 84 headed under
Directors’ Interests in Shares, Underlying Shares and Debentures.
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Mr. XIA Li Qun, aged 47, an Executive Director, Executive Vice President, Chief
Financial Officer and a member of the Remuneration Committee of the Company. Mr.
Xia served as a member of the Board since September 2006. Mr. Xia is also a director
of the Company’s principal subsidiaries marked with”X1” and the legal representative
of those companies marked with “X2" as set out in Note 34 to the consolidated
financial statements. Mr. Xia holds a Bachelor’s degree in economics and is a certified
accountant, certified tax specialist and certified appraiser in China. Mr. Xia has over
20 years of financial and corporate management experience. He previously worked
in domestic accounting firms in China and was a senior management member of a
foreign invested enterprise in China. Mr. Xia is currently the honorary chairman of the
Shanghai Food Additive Trade Association.
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Biographical Details of Directors and Senior Management (Note)
EENREREEERRE ()

Mr. POON Chiu Kwok, aged 51, an Executive Director, Vice President and the
Company Secretary of the Company. Mr. Poon served as a member of the Board

since March 2004. Mr. Poon was awarded the postgraduate diploma in laws by the
University of London. He holds a Bachelor’s degree in laws and a Bachelor’s degree in
business studies and a Master’s degree in international accounting. He is a member
of the Hong Kong Securities and Investment Institute, a fellow member of both The
Institute of Chartered Secretaries and Administrators and The Hong Kong Institute
of Chartered Secretaries and a member of its Technical Consultation Panel. Mr. Poon
worked in the Listing Division of the Stock Exchange on regulatory matters. He then
served as an executive director and managing director of several investment banks. Mr.
Poon has over 24 years of experience in regulatory affairs, investment banking, and
listed companies management.
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Mr. WANG Guang Yu, aged 50, an Executive Director and Vice President of the
Company. Mr. Wang served as a member of the Board since August 2004. Mr. Wang
is also a director of the Company’s principal subsidiaries marked with “W1"” and the
legal representative of those companies marked with “W2" as set out in Note 34 to

the consolidated financial statements. Mr. Wang holds a Master’s degree in chemical
analysis and has a qualification of senior engineer. Mr Wang was an expert with special
allowance provided by the State Council of the PRC government in recognition of his
outstanding contribution to the engineering technology sector of China. Mr. Wang
previously worked in management position of large-scale chemical company in China.
He has over 20 years of R&D and management experiences in the chemical industry.
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Mr. LAM Ka Yu, aged 21, a Non-executive Director of the Company. Mr. Lam served
as a member of the Board since November 2013. Mr. Lam is the son of Ms. CHU Lam
Yiu (the Chairman of the Board, CEO and Executive Director of the Company). Mr.
Lam received education in the United Kingdom and the United States of America.
For corporate management experiences, Mr. Lam is currently the director and general
manager of an unlisted company, which is principally engaged in advertising media
business in China. He is also a director of a non-profit foundation in China. Mr. LAM
served as assistant to general manager of a company engaged in energy technology
business in China.

MEFRE 21 ARARFPTEF BT =F+ - ARHEEFEKE - %
ERAMELL (ARBEREEIFE L8 ATER) NRF - MEEREBERERE
EHBE REEEELRIE  MELBMR -—REIBETELEEREEREBNIEL
MABETEERAKLERD  RAKTAEA-ZIERINESENEE  MELZIE
E—RETERFEREIMEBNH AR BLEHE

Huabao International Holdings Limited #EERKEIZERAR AT

2013-2014 Annual Report £ 3§



Biographical Details of Directors and Senior Management (Note)
EENREREEERRE ()

Dr. DING Ningning, aged 66, an Independent Non-executive Director and a member
of each of the Audit Committee and Nomination Committee of the Company. Dr.

Ding served as a member of the Board since August 2013. Dr. Ding graduated from
Tsinghua University with a Bachelor’s degree in electrical engineering, and graduated
from the Party School of the Central Committee of the Communist Party of China
in its first doctorate course in economics. Dr. Ding is currently a researcher of the
Social Development Research Department of the Development Research Center
("DRC") of the State Council of the PRC, a director of the China Development
Research Foundation, an executive director of the China Energy Research Society
and an executive director of the China International Association for Urban and
Rural Development. He has been conducting research at the DRC for over 30 years
since 1982, and he was a director of the Enterprise Economic Research Department
of the DRC from 1993 to 1998 and a director of the Social Development Research
Department of the DRC from 1998 to 2008. Dr. Ding was a member of the Listed

Company Supervisory Committee of China Securities Regulatory Commission.
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Mr. LEE Luk Shiu, aged 56, an Independent Non-executive Director, the chairman

of each of the Audit Committee and Remuneration Committee and a member of the
Nomination Committee of the Company. Mr. Lee served as a member of the Board
since May 2006. Mr. Lee is a fellow member of the Association of Chartered Certified
Accountants in the United Kingdom and an associate of the Hong Kong Institute of
Certified Public Accountants. Mr. Lee has about 30 years of experience in commercial
accounting and corporate finance. Mr. Lee has principally engaged in corporate finance
and regulatory aspects in the Stock Exchange. He was an assistant vice president of
the Listing Division of the Stock Exchange, and his duties included regulating and
monitoring the Hong Kong listed companies in relation to their compliance with the
Listing Rules and processing new listing applications. Mr. Lee also served as a senior
consultant of an investment bank for more than 5 years.
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Ms. MA Yun Yan, aged 53, an Independent Non-executive Director and a member of
each of the Audit Committee and Remuneration Committee of the Company. Ms. Ma
served as a member of the Board since September 2004. Ms. Ma graduated from the
Law School of Peking University in 1984 and has been qualified as a lawyer in China
in 1986. She is now the Partner of Shu Jin Law Firm. Ms. Ma has been dedicated to
teaching and doing research in the Law School in relation to international commerce
and investment aspects for 10 years. She has extensive experience in the legal field in
relation to the capital markets, including investments, acquisition and mergers, issuance
of securities, etc., and has lead-managed the issuance of shares and convertible bonds
and major restructuring of numerous companies listed in PRC and Hong Kong. Ms. Ma
was one of the members of the Fourth Listing Committee of Shenzhen Stock Exchange.
From August 2009 to August 2011, Ms. Ma was a member of the Growth Enterprise
Board Public Offering Review Committee of China Securities Regulatory Committee.
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Mr. WU Chi Keung, aged 57, an Independent Non-executive Director and a Member
of each of the Audit Committee and Remuneration Committee of the Company. Mr.
Wu served as a member of the Board since August 2013. Mr. Wu is a fellow member
of the Association of Chartered Certified Accountants in the United Kingdom and
an associate of the Hong Kong Institute of Certified Public Accountants. Mr. Wu has
over 30 years of experience in financial audit, corporate restructuring and merger and
acquisitions. He was a partner of Deloitte Touche Tohmatsu until he retired in 2008.
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Note: Information contained in this section was up to 31 March 2014

BIGE : bEb PTEER IR E_T—UF=A=+—H1t

Huabao International Holdings Limited #EERKEIZERAR AT

2013-2014 Annual Report £ 3§



Biographical Details of Directors and Senior Management (Note)
EENREREEERRE ()

SENIOR MANAGEMENT SR EEE

Mr. XIONG Qing, aged 37, a Vice President of the Company (ceased to act as
Executive Director with effect from 1 January 2014), joined the Group since May 2007.
Mr. Xiong is also a director of the Company’s principal subsidiaries marked with “XQ1”
and the legal representative of those companies marked with “XQ2" as set out in
Note 34 to the consolidated financial statements. Mr. Xiong majored in international
accounting from Tsinghua University School of Economics and Management, and
graduated with a Bachelor’s degree in economics and he is also an EMBA degree
holder of INSEAD in France. Prior to joining the Group, Mr. Xiong worked in several
international investment banks for years. He has extensive experiences with Chinese

enterprises and international capital market.
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Mr. YANG Tao, aged 37, a Vice President of the Company and general manager of
Guangdong lJinye, joined the Group since June 2011. Mr. Yang is also a director of
the Company’s principal subsidiaries marked with “YT1"” and the legal representative
of those companies marked with “YT2"” as set out in Note 34 to the consolidated
financial statements. Mr. Yang graduated from Yunnan University majored in biology

and holds a Bachelor’s degree in science, later he studied at the Kunming Institute of
Botany, Chinese Academy of Sciences and obtained a Doctorate’s degree in science.
Before joining the Group, Mr. Yang worked for relevant enterprises and has extensive
R&D experience in new cigarette materials and relevant fields.
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Mr. CHEN Hu, aged 40, a director of Food Flavours and Fragrances Centre of the
Group, joined the Group since August 2006. Mr. Chen is also a director of the
Company’s principal subsidiaries marked with “CH1” and the legal representative

of those companies marked with “CH2" as set out in Note 34 to the consolidated
financial statements. Mr. Chen is a graduate of Central South University with a
Bachelor’s degree in economics. Mr. Chen is currently studying for an EMBA degree
from Nanyang Technological University. Before joining the Group, Mr. Chen worked for
several companies and has extensive experience in merger and acquisition, marketing
and corporate management. Mr. Chen is currently the deputy director of China
Association of Bakery & Confectionery Industry.
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Mr. CHOY Man Fai, aged 50, a director of Tobacco Flavours and Fragrances Center of

the Group, joined the Group since August 2006, responsible for marketing and sales
of tobacco flavours. Mr. Choy is also a director of the Company’s principal subsidiaries
marked with “FC1" as set out in Note 34 to the consolidated financial statements. He
holds a diploma of applied chemical technology of Hong Kong Polytechnic University.
Mr. Choy served as a marketing manager in a number of world renowned flavours
and fragrances companies. Mr. Choy has over 20 years of experience in flavours and
fragrances marketing and management.
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Mr. Alan DAVIES, aged 66, the chief technical officer of tobacco flavours and general
manager of Aromascape R&D Centre in Germany, joined the Group since February
2007. Mr. Davies is also a director of the Company’s principal subsidiaries marked
with “AD1"” as set out in Note 34 to the consolidated financial statements. Mr. Davies
holds a Higher National Diploma in food science of Grimsby College of Technology,
UK. Mr. Davies served as a senior flavourist in charge of creation and applications in
a number of world renowned flavours and fragrances companies and tobacco factory,
including BBA, Carreras Rothmans, Dragoco and Symrise. Mr. Davies has over 35 years
of experience in tobacco flavours.
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Mr. SONG Jun He, aged 45, an assistant to the president of the Group, joined the
Group since August 2006. Mr. Song is also a director of the Company’s principal
subsidiaries marked with “SJ1” as set out in Note 34 to the consolidated financial
statements. Mr. Song graduated from Anhui University and holds a Bachelor's degree
in analytical chemistry, later he studied at Zhejiang University and obtained a Master’s
degree in management. Before joining the Group, Mr. Song was a board member of a

large domestic chemical enterprise. He has comprehensive management experience in
R&D and production in the field of chemical industry.
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Ms. YUAN Xiao Qin, aged 46, an assistant to the president of the Group and vice
general manager of Guangdong Jinye, joined the Group since August 2006. Ms. Yuan
is also a director of the Company’s principal subsidiaries marked with “YX1"” and
the legal representative of those companies marked with “YX2" as set out in Note
34 to the consolidated financial statements. Ms. Yuan holds an MBA degree and is
a qualified engineer. Before joining the Group, Ms. Yuan served as executive in a
Hong Kong listed state-owned enterprise. She has around 20 years of experience in
senior management position. Ms. Yuan is currently the representative of the People’s
Congress in Shantou City, Guangdong Province, a member of the National Committee
of the Chinese People’s Political Consultative Conference in Chaoyang District, Shantou
City and the vice president of the Federation of Industry and Commerce in Chaoyang
District, Shantou City.
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Note: Information contained in this section was up to 31 March 2014
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Corporate Governance Report

Corporate governance refers to the rules and incentives by which the
management of a company is directed and controlled to maximize the
profitability and long-term value of the firm for shareholders while
taking into account the interest of other legitimate stakeholders (UK
Cadbury Report 1992). The Board recognizes the importance and
benefits of good corporate governance practices and has adopted
certain corporate governance and disclosure practices aiming at
a high level of transparency and accountability. The Company is
committed to continuously improving its corporate governance
practices as part of its own corporate culture.

CORPORATE GOVERNANCE

Throughout the year, 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.

Enhancing corporate governance is not simply a matter of applying
and complying with the CG Code but about promoting and
developing an ethical and healthy corporate culture. The Directors
will continue to review and, where appropriate, improve the current
practices of the Company on the basis of the experience and
regulatory changes to enhance the confidence of shareholders of
the Company, and to safeguard shareholders’ interest for assuring
healthy business developments.
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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 Interim Report as of 30 September 2013 of the Company are
set out below:

1. Mr. LAM Ka Yu was appointed as the Non-executive Director of
the Company on 27 November 2013.

2. Mr. XIONG Qing ceased to act as an Executive Director of the
Company on 1 January 2014. He will continue to serve as the
Vice President of the Company.

3. Mr. POON Chiu Kwok retired as an independent non-executive
director of Guangzhou Shipyard International Company Limited
(listed on both the Stock Exchange and the Shanghai Stock
Exchange) and Ningbo Port Company Limited (listed on the
Shanghai Stock Exchange) upon expiry of term in May 2014
respectively.

THE BOARD
Board Composition

The Company has a well-balanced Board. The Board comprises four
Executive Directors, one Non-executive Director and four INEDs. The
members of the Board are as follows:

Executive Directors

Ms. CHU Lam Yiu

Mr. XIA Li Qun

Mr. LAU Chi Tak

Mr. POON Chiu Kwok
Mr. WANG Guang Yu
Mr. XIONG Qing

(Chairman and CEO)

(CFO)

(ceased to act on 8 April 2013)
(Company Secretary)

(ceased to act on 1 January 2014)

Non-executive Director

Mr. LAM Ka Yu (appointed on 27 November 2013)

Independent Non-executive Directors

Dr. DING Ningning
Dr. JIN Lizuo

Mr. LEE Luk Shiu
Ms. MA Yun Yan
Mr. WU Chi Keung

(appointed on 8 August 2013)
(retired on 8 August 2013)

(appointed on 8 August 2013)
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There is no relationship (including financial, business, family or other
material relationship) between any members of the Board, except
for Ms. CHU Lam Yiu is the mother of Mr. LAM Ka Yu, the Non-
executive Director of the Company. Biographies of the Directors
are set out on pages 44 to 48 of this annual report. The present
Board has experience, expertise, and qualifications in aspects
of production, management, accounting and finance, legal and
regulatory both in Hong Kong and China. Two out of four INEDs
possess recognized professional qualification in accounting. The
INEDs bring independent judgment, professional knowledge and
experience appropriate for the Board’s deliberations. All Directors
have relevant qualifications in relevant field of expertise and have
exhibited personal and professional ethics and integrity. The diversity
of experiences and backgrounds enables the Board to enhance better
corporate governance and performance standard and to bring in
valuable contributions and objective advices for the development of
the Group’s businesses.

During the year ended 31 March 2014, the Board met the
requirements of the Listing Rules relating to the appointment of
independent non-executive directors representing at least one-
third of the board, with at least one independent non-executive
director possessing appropriate qualification, or accounting or related
financial management expertise (in compliance with Rule 3.10 of
the Listing Rules). The Company has received, from each of the
INEDs, an annual confirmation of independence pursuant to Rule
3.13 of the Listing Rules. The Board has assessed their independence
and concluded that all the INEDs are considered to be independent
pursuant to the Listing Rules.

Chairman and Chief Executive Officer

Ms. CHU Lam Yiu is the Chairman of the Board and Executive
Director of the Company. She took up the position of CEO since 9
April 2013. Ms. Chu has extensive experience in business operation
and strategic planning and is responsible for managing the Board and
the Company’s business. The Board believes that Ms. Chu by taking
up the roles of the Chairman and CEO concurrently, is beneficial to
the business development and management of the Group.

There are guidelines setting out the authority and duties of the
Chairman and the CEO, details of which were set out in the
Corporate Governance Report of the Company’s annual report from
year 2007/2008 to 2012/2013. With the support of the CFO, the
Company Secretary and the Qualified Accountant, the Chairman
shall ensure that all Directors are properly briefed on issues arising
at board meetings and receive adequate, complete, reliable and
timely information for making decisions. Apart from the above,
the Chairman is also responsible for the duties as specified in code
provisions A.2.4 to A.2.9 of the CG Code.
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Roles and Responsibilities of Directors

The Board, led by the Chairman, is collectively responsible for
formulating and approving the business strategies of the Company,
setting objectives for management, overseeing its performance and
assessing the effectiveness of management strategies.

The primary objective of the Board is to maximize the profit of the
Company and to safeguard and enhance long-term value of the
Company for the shareholders. To this end, the Board assumes
the responsibilities for leadership and control of the Company and
oversees the businesses, strategic development direction, financial
performance and corporate governance of the Group. All new board
members have been given information on the general business
background and policy of the Company on joining the board. All
Directors have been provided with regular trainings by external
experienced lawyers to update and refresh the applicable legal and
other regulatory requirements and enhance the knowledge and skills
required from Directors to perform their duties.

The Executive Directors are responsible for day-to-day management
of the Company’s operations and conduct meeting with senior
management of the Group at which operational issues and financial
performance are evaluated.

The bye-laws of the Company set out the responsibilities and
proceedings of the Board. Significant operational policies have to
be discussed and approved by the Board. To enable the Directors to
meet their obligations, an appropriate organizational structure is in
place with clearly defined responsibilities and limits of authority.

The Company has arranged appropriate insurance cover for the
Directors and senior management of the Company in respect of legal
action against them in the course of execution of their duties in
good faith.

Board Meetings

The Board conducts scheduled board meetings on a quarterly basis to
discuss strategies and business issues, including financial performance
of the Group. Details of attendance of the Directors at the physical
meetings are set out on page 71 of this annual report.

Notices of board meeting are given to each member of the Board at
least fourteen days prior to the meeting, whereby the Director can
put forward his/her proposed items into the agenda. The agenda and
the relevant board papers are then circulated to the Directors at least
three days before a board meeting is convened to enable them to
make informed decisions at the meeting.
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Drafts of the board minutes and board committee meeting minutes
are circulated to all Directors and the relevant board committee
members respectively for their review and comments before
finalization. The final version of these minutes will be kept by the
Company Secretary and are open for inspection by the Directors
and committee members. If a Director has an interest in a matter
to be considered at a board meeting, the Board will ensure that
an adequate number of independent directors are involved in the
consideration of the relevant resolutions, and the relevant director(s)
having an interest in the matter will abstain from voting.

Every Director is entitled to have access to Board papers and relevant
materials and have unrestricted access to advice and services of
the Company Secretary/Legal Department of the Company with a
view to ensuing that board procedures and all applicable rules and
regulations are followed. Directors are able to seek independent
professional advice as and when required at the Company’s expense.
INEDs are encouraged to take an active role in board meetings and
serve on the sub-board committees.

During the year, the Chairman has held a meeting with the INEDs
without the presence of Executive Directors.

Directors’ Appointment and Re-election

Although all the Directors were not appointed for a specific term,
every Director shall, in accordance with bye-law 87 of the Company,
retire from office by rotation no later than the third AGM of the
Company since their last appointment or re-election and are eligible
for re-election.

Directors’ Interests and Securities Transactions

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding dealing in
the securities of the Company by the Directors. Having made specific
enquiry to all Directors, they have confirmed in writing that they
have complied with the required standard as set out in the Model
Code throughout the year. Full details of the Directors’ interests in
the shares are set out on page 84 of this annual report.

Delegation of Directors

The Board may from time to time delegate all or any of its powers
that it may think fit to a director or member of senior management
of the Company. The Board has formulated specific rules and
policies on such delegation of power to facilitate efficient operation
of the Company and is supported by three committees which are
Remunerations Committee, Audit Committee and Nomination
Committee.
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BOARD COMMITTEES

The Company has maintained the Remuneration Committee, Audit
Committee and Nomination Committee. Each of these committees
has specific written terms of reference which deal clearly with their
authority and duties. The chairman of the committees will report
their findings and make recommendations to the Board after each
meeting.

Remuneration Committee

The Remuneration Committee consists of three INEDs, namely: Mr.
LEE Luk Shiu (the chairman of Remuneration Committee), Ms. MA
Yun Yan, Mr. WU Chi Keung, and an Executive Director, Mr. XIA Li
Qun.

The Remuneration Committee’s responsibilities include making
recommendations for approval by the Board with respect to
matters relating to the remuneration of Executive Directors and
senior management. The terms of reference of the Remuneration
Committee was published on the Company’'s website at
www.huabao.com.hk and on the Stock Exchange’s website at
www.hkexnews.hk. In discharging its responsibilities, the
Remuneration Committee has performed the following works:

o To review and make recommendations on the Company’s
policies and structure for the remuneration of the Executive
Directors and senior management;

o To evaluate remuneration packages of the Executive Directors
by reference to market conditions, performance of the Group
and the individual and corporate goals and objectives as set by
the Board from time to time, and make recommendations on
the remuneration of the INEDs for the Board's approval; and

o To review and evaluate the Company’s share option scheme.

Directors will abstain from voting in determining their own
remuneration packages. The Remuneration Committee met three
times regarding the emolument packages of the Directors and senior
management for reviewing, among others, remuneration packages of
newly appointed INEDs, Dr. DING Ningning and Mr. WU Chi Keung
and Non-executive Director, Mr. LAM Ka Yu during the year ended 31
March 2014. The individual attendance of Remuneration Committee
members at meetings is set out on page 71 of this annual report.
Details of the emolument of the Directors are set out in Note 25
to the consolidated financial statements while details of the Share
Options Scheme and the share options granted to the Directors and
senior management are set out on pages 79 to 82 of this annual
report.
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Audit Committee

The Audit Committee comprises four INEDs, namely, Mr. LEE Luk Shiu
(the chairman of Audit Committee), Dr. DING Ningning, Ms. MA Yun
Yan and Mr. WU Chi Keung.

The principal responsibilities of the Audit Committee include assisting
the Board in maintaining a high standard of corporate governance,
developing and reviewing the Company’s policies and practices on
corporate governance and making recommendations to the Board,
particularly by providing independent review of the effectiveness
of the Company’s financial reporting process and material internal
controls, including financial, operational, compliance and risk
management controls and, to maintain good and independent
communications with the management as well as auditors of the
Company. The Audit Committee is also responsible for performing
the corporate governance duties set out in the terms of reference
under code provision D.3.1 of the CG Code as delegated by the
Board. In discharging its responsibilities, the Audit Committee has
performed the following work:

. To review the annual and interim financial statements and
results announcements during the year;

o To discuss with the external auditors and the management on
possible accounting risks;

o To review the effectiveness of the Group’s financial controls,
internal controls and risk management systems;

o To review the sufficiency of manpower for financial reporting
purposes;

o To approve the audit fees and terms of engagement of the
external auditors;

o To review the independence of the external auditors and make
recommendation to the Board on the re-appointment of the
external auditors; and

o To review and monitoring the Company’s policies and practices
on compliance with legal and regulatory requirements.

The Audit Committee meets regularly with the Company’s external
auditors to discuss various accounting issues, and reviews the
effectiveness of internal controls. The terms of reference of
Audit Committee was published on the Company’s website at
www.huabao.com.hk and on the Stock Exchange’'s website at
www.hkexnews.hk.
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During the year ended 31 March 2014, the Audit Committee met
twice for reviewing the financial reports for 2012 annual results and
2013 interim results (including the Company’s compliance with the
CG Code and the contents disclosed in the Corporate Governance
Report) and the effectiveness of the Group’s internal controls system.
The individual attendance of Audit Committee members at meetings
is set out on page 71 of this annual report. Members of the Audit
Committee were satisfied with the Company’s internal control
systems and the financial reporting disclosures.

Nomination Committee

The Nomination Committee comprises an Executive Director, Ms.
CHU Lam Yiu (the chairman of Nomination Committee) and two
INEDs, namely, Dr. DING Ningning and Mr. LEE Luk Shiu.

The principal responsibilities of the Nomination Committee include
formulating nomination policy for the Board’s consideration and
implementing the Board's approved nomination policy, considering
the development targets and strategies of the Company and
the skills mix needed in respect of the Board, and making
recommendations to the Board on the appointment of directors and
succession planning for directors. Following the adoption of the
board diversity policy on 26 September 2013, the terms of reference
of the Nomination Committee were revised in line with the new
CG Code requirements which took effect from 1 September 2013.
The revised terms of reference of the Nomination Committee was
published on the Company’s website at www.huabao.com.hk and on
the Stock Exchange’s website at www.hkexnews.hk. In discharging
its responsibilities, the Nomination Committee has performed the
following work:

o reviewing the structure, size and composition of the Board and
diversity of Board members, and making any proposed changes
to the Board according to the Company’s corporate strategy;

o considering the development targets and strategies of the
Company and the skills mix needed in respect of the Board,
and making recommendations to the Board;

o assessing the independence of INEDs and reviewing the INEDs’
annual confirmations on their independence; and making
disclosure of its review results in the Corporate Governance
Report;

o reviewing the time required from a Director to perform his/her
responsibilities; and

o making recommendations to the Board on the appointment or
re-appointment of directors.
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Board Diversity Policy

Starting from September 2013, the nomination committee
undertakes an additional function delegated from the Board, i.e. to
review the board diversity policy adopted in September 2013 (the
“Policy”), and to make recommendations on any required changes
to the board. The policy sets out the approach to achieve diversity
on the board by considering a number of factors and measurable
objectives, including without limitation, gender, age, cultural and
educational background, professional skills, knowledge, experience
and length of service, in order to maintain an appropriate range
and balance of talents, skills, experience and background of the
Board. Appointments of Board members shall be based on merit,
and candidates will be assessed based on an objective criteria.
The Company will also take into account factors based on its own
business model and specific needs from time to time. The Nomination
Committee will monitor the implementation of the Policy; review the
Policy from time to time, as appropriate; report to the Board on their
decisions or propose recommendations on any amendments for the
Board’s review and approval, to ensure the effectiveness of the Policy.

During the year ended 31 March 2014, the Nomination Committee
met three times for reviewing the board structure, the diversity
of Board members and the commitment of Directors (including
considering the appointment of INEDs, Dr. DING Ningning and Mr.
WU Chi Keung and Non-executive Director, Mr. LAM Ka Yu and
made recommendations to the Board). The Nomination Committee
considered that the composition of the Board is well balanced
and diversified in terms of gender, age, educational background,
professional skills and experience. It meets with the needs of the
business operations and development of the Group. The board is
of the view that every Director has dedicated sufficient time and
attention to the affairs of the Company. Each Director had disclosed
to the Company at the time of his appointment the directorships
held in other listed companies or nature of offices held in public
organizations and other significant commitment. The Company has
also requested Directors to provide in a timely manner any change
in such information. The individual attendance of Nomination
Committee members at meetings is set out on page 71 of this annual
report.
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INTERNAL CONTROL

The Board has full responsibility for maintaining an integrated and
effective internal control system of the Group, which includes the
establishment of a defined management structure with specified
limits of authority. The system is designed to assist in the achievement
of business objectives of the Group, safeguarding assets against
unauthorized use or disposition, ensuring the maintenance of proper
accounting records for the provision of reliable financial information
for internal use or for publication and ensuring compliance with
relevant legislation and regulation. The internal control system
is designed to provide reasonable, but not absolute, assurance
against material misstatement or loss. The system (embedded in the
operations of the Company and forms part of the Company’s culture)
includes:

o effectiveness and efficiency of operations;

o capability in responding quickly to evolving risks to the business
arising from factors within the company and to change in the
business environment; and include procedures for reporting
immediately to appropriate levels of management any
significant control weakness that are identified together with
details of corrective action being undertaken;

o reliability of financial reporting; and
o compliance with applicable laws and regulations.

The key procedures that the Board established to provide effective
internal controls are as follows:

Organizational Structure

An appropriate organizational structure is in place with defined
operating policies and procedures as well as responsibility and lines
of authority.

Authority and Control

The executive directors and senior management are delegated with
respective levels of authorities to carry out the corporate strategies
and policies and related matters formulated by the Board.

Budgetary Control and Financial Reporting

The Group implements budget management and the financial budget
is executed upon approval by the Board. Relevant procedures have
been established to assess, review and approve major capital and
recurring expenditures, and regular review and comparison between
operating results and the budget are made.
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The Group has established appropriate internal control procedures to
ensure accurate and complete accounting and management records
are kept on a timely basis. Examination and review are carried
out regularly to ensure that the financial statements are properly
prepared in conformity with the generally accepted accounting
principles, the Group’s accounting policies and the applicable laws
and regulations.

Risk Management

The Group has Legal Department which is led by professional legal
staff, together with other business functions (including Internal
Audit Department) to monitor and assess risk regularly, boost related
management standards and evaluate investment projects.

Internal Audit

The Company has set out internal audit team with scope of works
advised by the Audit Committee shortly after a review on its internal
control system by an external independent expert in 2008.

Internal Control Review

During the reporting period, the Internal Audit Team had carried out
an annual review on the internal control system including financial,
operational and compliance control, and risk management functions.
The review adopts a risk-based approach to create and review the
effectiveness of an internal control system and includes:

(i)  To follow up the enhancement progress in response to the
previous recommendations from an external independent
expert in respect of internal control system;

(i) To carry out a high level review on the internal control system
of new members/businesses of the Group under the principles
set out by The Committee of Sponsoring Organizations of the
Treadway Committee (‘COSQ’) covering major control aspects;
and

(iii)  To arrange site visit and perform focused walk through test
on the internal control system of members of the Group on a
selective basis pursuant to the principles of COSO.
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Internal Audit Team has presented their review report and make
recommendations to the Audit Committee and the Audit Committee
has discussed with the management and reported the progress of
the work plan and related findings, particularly those related to
new group members to the Board at board meeting during the year.
In general, the Board considers that the internal control systems
(including the adequacy of resources, qualifications and experience
of staff of the accounting and financial reporting function of the
Company) of the Group are effective.

Internal Control System and Corporate Governance enhancement

In compliance with the requirements of the Listing Rules and for
the purpose of reinforcing the Group’s internal control system,
the Company has established a whistleblowing policy and system
for employees to raise concerns, in confidence, with the Audit
Committee about possible irregularities in financial reporting,
internal control or other matters related to the Company. The Audit
Committee is responsible for reviewing the relevant policy and system
regularly.

The Directors has strengthened corporate governance practices,
including formalization of the reporting practice throughout the
Group in monitoring the operation and business developments of the
Company so as to capture potentially price-sensitive information on
an on-going basis, monitoring the continuing disclosure obligation.
The Board has further strengthened corporate governance practices
by establishing lending policy to monitor its credit level. In addition,
Herbert Smith Freehills, the retained legal counsel of the Company,
has provided the Directors (existing and new board members) and the
relevant senior executives with training on Listing Rules, regulatory
requirements and cases of enforcement at least twice a year.
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All Directors participated in appropriate continuous professional RZ-TET—=FMNA—HEZE-ZFT—WF=A=+—H
development and provided the Company with their records of IFZHiHA > FIEESEHELEA B FEHEH
training they received for the period from 1 April 2013 to 31 March B WERATIREMEZEINZ L8  EE20
2014.Directors participated in the training which included reading ®IEH| > BEBESRTEEER  UWREEEEN

Directors’ Training

regulatory updates, attending seminars or conducting training

sessions and exchanging views.

Executive Directors
Ms. CHU Lam Yiu

Mr. LAU Chi Tak®ote
Mr. POON Chiu Kwok
Mr. WANG Guang Yu
Mr. XIA Li Qun

Mr. XIONG Qingote 2

Non-executive Director
Mr. LAM Ka YuNote 3

Independent Non-executive Directors
Dr. DING Ningning®ote®

Dr. JIN Lizuo®ete )

Mr. LEE Luk Shiu

Ms. MA Yun Yan

Mr. WU Chi Keungete &

Note 1: ceased to act on 8 April 2013
Note 2: ceased to act on 1 January 2014
Note 3: appointed on 27 November 2013
Note 4: appointed on 8 August 2013
Note 5: retired on 8 August 2013

Note 6: appointed on 8 August 2013
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Company Secretary’s Training

Mr. POON Chiu Kwok, the Executive Director, Vice President and
Company Secretary of the Company is responsible for assisting
the Board for facilitating communications among Directors as well
as ensuring that the Board’s policy and procedures are followed
properly. The Company Secretary also provides professional advice
and services to the Board on corporate governance and other
matters. He is also responsible for organizing general meetings and
facilitating the induction and professional development of Directors.

During the year ended 31 March 2014, the Company Secretary has
obtained over 15 hours of relevant professional training.

ACCOUNTABILITY AND AUDIT

Directors’ Responsibility in Preparing Financial Reporting

The Board is responsible for the preparation and timely publication
of financial statements. In preparing the financial statements,
relevant statutory requirements have been complied with, applicable
accounting standards in force in Hong Kong have been adopted,
appropriate accounting policies have been applied on a consistent
basis, going concern basis has been adopted and reasonable and
prudent judgments and estimates have been made.

Auditors’ Statement and Remuneration

The external auditors have a primary responsibility for auditing and
reporting on the financial statements and the Auditors’ Report to the
Shareholders is set out on pages 90 to 91 of this annual report.

During the year, the remuneration paid/payable to the Company’s
auditors (including statutory auditors of the subsidiaries) in relation
to audit services and non-audit services provided to the Group are as
follows:
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Nature of Services R ME Amount
&8
(HK$'000)
(BEFT)
Audit services ZE AR

- for the audit of the Group — EEE 6,514

- for the statutory audits of the major PRC — FTEBERTFRRNEAERT
subsidiaries 1,674

Please also refer to Note 24 to consolidated financial statement
set out on page 165 of this annual report for details of Auditors’
Remuneration.
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SHAREHOLDERS' RIGHTS

Shares with voting rights in the Company are ordinary shares.
The number of issued ordinary shares as at 31 March 2014 was
3,101,317,961. Details of share capital of the Company are set out
in note 17 of Notes to the Consolidated Financial Statements on
page 157 of this annual report. Shareholders holding issued ordinary
shares of the Company were set out below:

Corporate Governance Report
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PR ERAER
BERZENRGHEABRRRLBREMD - R2F
—NFE=ZA=+—HB BBOTETEREOHEE A
3,101,317,9618 « R ARIRAFBHRAFRE
1STEHEAMERENFEI17TR - BEAR BB #IT
LB BRI ¢

Full details can
be found on

the following Total number Percentage

page of of issued of the issued

this report Shares held share capital

FHER aHEFE HE BT

Category/Name B, &8 BRAEH CRTROEE BREBESL

Ms. CHU Lam Chiu®ote 1 RMRIE 22 £ () page 84 #84H 1,219,813,415 39.33%

Directors of the Company KARESR page 84 SE84H 5,250,000 0.17%

Substantial Shareholders®ote 2) F B R (W) page 85 £85H 891,239,781 28.74%

2,116,303,196 68.24%

Public NRAL 985,014,765 31.76%

3,101,317,961 100.00%

Notes: P EE -

1. As defined in the Listing Rules, any person (including a holder of 1. REMRAER  TEEEEARFARRRE 17

depositary receipts) who is or group of persons (including any holder of
depositary receipts) who are together entitled to exercise or control the
exercise of 30% (or such other amount as may from time to time be
specified in the Code on Takeovers and Mergers and Share Repurchase
as being the level for triggering a mandatory general offer) or more of
the voting power at general meeting of the Company;

2. Pursuant to Section 336 of the SFO, corporations and/or persons hold
interest or short positions in 5% or more issued share capital of the
Company.

Procedures for shareholders to convene a special general meeting

Pursuant to bye-law 58 of the bye-laws of the Company,
shareholders holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times
have the right, by written requisition to the Board or the Secretary
of the Company, to require a SGM to be called by the Board for the
transaction of any business transaction specified in such requisition.

s B TT30% (3 (Ui T I B AR 5 & 18 3%
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The requisition shall state clearly the matters required to be
considered and approved at the SGM and must be signed by the
requisitionist(s) (with contact details) and submitted to the Board in
written form to the Company’s principal place of business in Hong
Kong at least 21 days before the proposed date of the SGM.

The SGM shall be held within two (2) months after the deposit of
such requisition. If the Directors do not within 21 days from the
date of the deposit of the requisition proceed to convene a meeting,
the requisitionists may themselves do so in accordance with the
provisions of Section 74(3) of the Companies Act 1982 of the laws of
Bermuda (as amended) (the “Companies Act”), but any meeting so
convened shall not be held after the expiration of three (3) months
from the said date.

Shareholders’ right to propose resolutions at general meeting

Pursuant to Sections 79 and 80 of the Companies Act, (i) any number
of shareholders representing not less than one-twentieth (5%) of
the total voting rights of all the shareholders having at the date of
the requisition a right to vote at the general meeting to which the
requisition relates; or (ii) not less than 100 shareholders, may submit
to the Company a written request stating the resolution intended
to be moved at AGM or a statement of not more than 1,000 words
with respect to the matter referred to in any proposed resolution or
the business to be dealt with at a particular general meeting.

The written request/statement must be signed by all the
requisitionists and may consist of several documents in like form,
each signed by one or more of the requisitionists, and must be
deposited at the Company’s principal place of business in Hong Kong,
not less than six (6) weeks before the AGM in case of a requisition
requiring notice of a resolution or not less than one (1) week before
the general meeting in case of any other requisition. Provided that if
an AGM is called for a date six (6) weeks or less after the requisition
has been deposited, the requisition though not deposited within the
time required shall be deemed to have been properly deposited for
the purposes thereof.

Shareholders’ right to propose a person for election as a director

Shareholders shall have right to propose a person for election
as a director at the Company’s general meeting. Please refer to
the detailed procedures for such right on the Company’s website
www.huabao.com.hk.
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Making enquires

Shareholders shall have the right to examine the relevant information
of the Company according to the Bye-laws. Shareholders should
direct their questions about their shareholdings to the Company’s
branch share registrar in Hong Kong, Tricor Tengis Limited.
Shareholders may also direct questions or requests for information
through the Company’'s website at www.huabao.com.hk or by
contacting the Investor Relations Manager of the Company (e-mail:
jason.wong@huabao.com.hk).

ACCESSIBLE AND TRANSPARENT COMMUNICATION
WITH SHAREHOLDERS

In addition to the on-going investor relation efforts to mention in the
next section, the Board values the importance of communications
with the shareholders. The Company uses a range of communications
tools, such as AGM, annual report, various notices, announcements
and circulars, to ensure its shareholders are kept well informed of
key business imperatives.

The Company has maintained a website www.huabao.com.hk which
serves as a forum for corporate communication with its shareholders
and the general public. All corporate communications required under
the Listing Rules are displayed and can be achieved (for documents
published in the previous 7 years) on the Company’s website and
there is established procedure to ensure timely update in compliance
with the Listing Rules.

Open Communications

The Group is committed to acting in good faith and in the best
interests of its shareholders at all times and in all areas of its
operations. The Group actively promotes open communication and
full disclosure of all information needed to protect and maximize
transparency.

Shareholders’ communication policy

The shareholders’ communication policy is available for viewing on
the Company’s website at www.huabao.com.hk.

Shareholders’ Meetings held during the reporting period

The general meeting provides a forum for the Board to communicate
with the Shareholders. To facilitate enforcement of the Shareholders’
rights, significant issues were dealt with under separate resolutions
at the general meeting, including the election and re-election
of individual Director. Details of general meeting(s) held during
reporting period are summarized as follows:
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TEERBRE
Meeting Date
b=f- ] =R
1. AGM 8 August 2013
REBEFRAE Z—ZT—=F
J\AN\H
2. SGM 13 September
eSSl 2013
—T—=F
NAT=E

70

Venue

1 B

Falcon Room,
Gloucester Luk Kwok,
72 Gloucester Road,
Wanchai, Hong Kong
BBETELTITET2R
NBUR S = e

Suite 3008, 30th Floor,
Central Plaza,

18 Harbour Road,
Wanchai, Hong Kong
BEEBTEEE 185
IR EIH 30123008 F
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Resolutions

RER

To receive and consider the audited financial
statements and the reports of the directors
and of the auditors for the year ended 31
March 2013;
BEHE-_T—=F=-A=1T—HILFELE
ZE R EEYRERZEEN RS

To declare a final and special dividends for
the year ended 31 March 2013;
EREE-_ZE—=F=A=+—HIEFENH
REFFRIE

To re-elect and appoint Directors and to
authorize the Board to fix their remuneration;
BEREEER  UEEEFSETREZH
%

To re-appoint the auditors and to authorize
the Board to fix their remuneration;

EMREGREE  YEREFEETEMS

To grant general mandates to repurchase
shares, to issue shares and to exercise the
repurchase mandate; and

BT —MREEUBRRD - 21760 RITER
ERE &

To approve the amendments to the Bye-laws
and adoption of a new set of Bye-laws.
BUEERT A RIARR R —E TR A RIARA -

To consider and approve the revision to

the existing annual caps of the continuing
connected transaction for the two financial
years ending 31 March 2015 contemplated
under the Hongta Framework Agreement;

Z RN EEFTALEER AR THUETTE R
BREXSNEBE_T—AE=A=1+—A1
MEFBFENREFE LR

To consider and approve the revision to

the existing annual caps of the Continuing
Connected Transaction for the two financial
years ending 31 March 2015 contemplated
under the GD Framework Agreement; and
EERAEETTBRER D ZE T EUETHR
BREXIRBE_T—AF=A=1+—HI
WA BFENRBFEE LR - &

To approve the amendments to the Bye-laws
and adoption of a new set of Bye-laws.

HEEBET A RANR KRR —EH R4 -



MERGERS & ACQUISITIONS

Details of the mergers and acquisitions of the Company carried out
during the reporting period can be found on page 77 of this annual
report.

CONTINUING CONNECTED TRANSACTIONS

Details of the continuing connected transactions of the Company can
be found on page 86 to 88 of this annual report.

ATTENDANCE RECORD

Details of attendance of the Directors (either in person or through
telephonic/videoconferencing) at board regular meetings, board
committees meeting and general meetings during the reporting
period are set out below:

Board Audit
Regular Committee
Meetings Meetings
Ezg &4
EHEE ZEEEH
No. of meeting held EEVE 5 2
Executive Directors HiTER
Ms. CHU Lam Yiu (Chairman and CFO) MRt (2E##£5) 5/5 NATER
Mr. XIA Li Qun (CFO) ERfREE (GR4E 5/5 NATER
Mr. LAU Chi Takbee Bk ey - NARER
Mr. POON Chiu Kwok (Company Secretary) JEREI%HE (A 7#2) 5/5 NATER
Mr. WANG Guang Yu THEEE 5/5 NATER
Mr. XIONG Qing"o=2 RS A e 44 NATER
Non-executive Director FUTES
Mr. LAM Ka Yy(ete3) BT 4 (13) " NATER
Independent Non-executive Directors  BI&HTES
Dr. DING Ningning™oe# TEEfFL M 44 N
Dr. JIN Lizug"s! SUEL M n "
Mr. LEE Luk Shiu THAEE 5/5 0
Ms. MA Yun Yan fEfRL 5/5 0
Mr. WU Chi Keung'"® ikt i (i) m "

For details of the above Note 1 to Note 6, please refer to the Notes
on page 65 of the annual report

MAJOR CHANGES TO THE BYE-LAWS

During the year, special resolutions were passed to amend the Bye-
laws at the AGM held on 8 August 2013 and SGM held on 13
September 2013 of the Company respectively. A restated Bye-laws
was adopted. The amendments to the Bye-laws sought to reflect
certain amendments to the Listing Rules and Companies Act, other
housekeeping amendments and to streamline internal administrative
provisions of the Company. Details of amendments were set out in
the announcement together with circular published by the Company
on 28 June 2013 and 29 August 2013 respectively. An updated
version of the Bye-laws was published on the Company’s website
at www.huabao.com.hk and on the Stock Exchange’s website at
www.hkexnews.hk.
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Remuneration Nomination Annual Special
Committee Committee General General
Meetings Meetings Meeting Meeting
Ea) B4 e BR
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NATER 33 1hn 1n
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Investor Relations Report
REZEBRERE

The Company is committed to upholding an open and proactive
investor relations strategy with an aim at optimizing the knowledge
and understanding of the investment community with respect to the
Company’s corporate mission and vision, development strategies,
competitive position in the industry and operating and financial
performance, so as to enable public investors to make informed
decisions on their investments. The Company fulfils the above-
mentioned through a designated Investor Relations Department.

The Investor Relations Department acts as an intermediary between
the Company and public investors. The Company abides by the basic
and fair disclosure guidelines to ensure that communication with
Shareholders, investors and media is conducted in a fair manner and
that no material non-public information is made available to any
individual on a selective basis.

INVESTOR RELATIONS REVIEW

During the reporting period, the Company has continued to progress
with its share repurchase program which repurchased over 4,200,000
shares of the Company’s for approximately HKD13,891,000
(excluding relevant expenses). Since August 2012, the Company
has used approximately HKD212,694,000 in aggregate (excluding
relevant expenses) for repurchasing 58,533,000 shares of the
Company'’s.

During the reporting period, in order to develop continuously and
maintain investor relations communications to ensure that the most
updated information would be transmitted to investors in an accurate
and fair manner, the Company organized various activities proactively
and aggressively through different channels, conducted effective and
satisfactory communications under reasonable circumstances. Details
of these activities during the reporting period are as follows:

EBFE

Details of the activities

Non-deal roadshows in Asia and overseas 28N LA RGINIER 518

Investment conferences WEESE
One-on-one and group meetings —H—R)EEE
Teleconferencing BEedH

BE2E &R AR

Plant visits and reverse roadshows
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Annual General Meetings

It is important that the Shareholders have access to clear and
meaningful data which enables them to have a constructive
dialogue with the Company. Shareholders can raise any
questions and comments on the performance or future
business directions of the Company and on any resolutions to
be considered at the AGM and SGM. The Company’s Chairman
and the Audit Committee’s Chairman were present and
available to answer questions raised at the AGM during the
year.

Interim Results Presentation

Interim results presentation was held after the interim results
announcement in November 2013, at which the management
availed themselves to answer questions such as the Company’s
operational and financial performances.

International Roadshows and Investment Conferences

The Company treasures every opportunity to communicate with
and explain its strategies to investors and Shareholders through
active participation in global investor roadshows and investors’
conferences hosted by reputable investment banks, securities
houses and research institutes.

Ongoing Communication with the Investment Community

Regular face-to-face meetings and an ongoing schedule
of teleconferencing calls with institutional investors and
research analysts were held throughout the year. Questions
and comments on the Company raised at the meetings were
summarized and reported to the senior management team after
the meetings. Regular meetings with research analysts were
organized which provided a different channel for the analysts
to communicate with the members of the Board. All these
serve the multi-purposes of maintaining market surveillance and
close contact with investors as well as gathering constructive
suggestions from the capital market.
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Company'’s Site Visits and Reverse Roadshows

Site visits to the Company’s major customers, R&D centres
and production bases had been arranged for investors and
analysts during the year which provided them on one hand the
opportunities to have better understanding of the Company’s
businesses, technology and daily operations, and independent
market surveillance on the other.

E-Communication via Websites of the Company and
Professional Investor Relations

The Company’s website at www.huabao.com.hk contains
information such as important corporate data, biographical
details of Directors, organizational structure and press releases,
while interim and annual reports, announcements and
circulars are published on its professional investor relations
website at http://huabao.todayir.com/html/ir.php, which
enables the Company’s Shareholders and members of the
investor community to have timely access to the most updated
information about the Company.

Other Communication Channels

Shareholders and members of the investor community are
welcome to raise enquiries through our Investor Relations
Department at the Company’s principal place of business
in Hong Kong or via the “Enquiry Form” on the Company
website. Designated personnel are assigned for this task to
ensure that all data is disclosed on a fair and non-selective
basis and in compliance with the Company’s policy and the
relevant regulatory requirements.

Media Communications

During the announcement of its interim and annual results,
the Company held results presentations to facilitate the access
of the most updated information of the Company by investors
and the public in a fair, open and timely manner. In addition, to
strengthen the interactions between the Group and the media
it also proactively issued press releases on a timely basis.
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o Analysts Coverage

Subject to the compliance with relevant regulatory
requirements, the Company is committed to continuous
communications with research institutes in a proactive manner
for sake of transparency. Currently, the Company is covered by

the below established and reputable research institutes:

° Citigroup Investment Research

o Credit Suisse (Hong Kong) Limited

. DBS Vickers (Hong Kong) Limited

° Deutsche Bank AG

. Essence International Securities (Hong Kong) Limited
° First Shanghai Securities Limited

. Guoyuan Securities (HK) Co., Ltd.

. Macquarie Securities (Australia) Limited

(listed in alphabetical order)

INVESTOR RELATIONS CONTACTS

For inquiries, please contact:

Investor Relations Department
Huabao International Holdings Limited
Suite 3008

Central Plaza

18 Harbour Road

Wanchai

Hong Kong

Telephone: (852) 2185 1233

Fax: (852) 2511 8229

E-mail: jason.wong@huabao.com.hk

Investor Relations website: http://huabao.todayir.com/html/ir.php

Investor Relations Report
REEBERS

° 2B
BEENERE  ARA-—BEHNIEETEH
EEREBENT - BEREFFEERERTEE
Bl ARREATMBATEIBREHIR

f==4
= -

o JEEIRTTIREMZ

s ImEfFE (FE) BRAT]

s ERMSERBARAR

o REEERT

o  REEKRES (FE) ARARA

s FE-LEBHFBERAQA

e  HRREH (FE) BRAF

o ERRIEER CRANE) ROBRAF

(RERXFENEFHHE)

REBREBS
WEEH - BHE
BB

V8 1855k
PIRES

3008%
FEEFBRIERBR AR
HEEBEDD

FaE 1 (852) 2185 1233

f#H 1 (852) 2511 8229

EH : jason.wong@huabao.com.hk

5B E BAEASEL ¢ http:/huabao.todayir.com/html/ir.php

Huabao International Holdings Limited ZEERERERA T

2013-2014 Annual Report 7 5




76

Investor Relations Report

REEBERRSE

Information for investors (as at 31 March 2014)

Board Lot Size

Number of shares issued

Market capitalization (based on
the closing price of HKD3.56 on
31 March 2014)

Stock Code

The Stock Exchange of
Hong Kong Limited stock code

Reuters ticker

Bloomberg ticker

Financial Calendar

Announcement of 2013-14

Interim Results

Announcement of 2013-14
Annual Results

Closing date for transfer of shares
for Annual General Meeting

Closing date for transfer of shares

for payment of final dividend

Annual General Meeting

Date of payment of 2013-14

proposed final dividend

Financial Year end date
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1,000 shares
3,101,317,961 shares

HKD11.041 billion

00336

336.HK

336HK

26 November 2013 (Tuesday)

18 June 2013 (Wednesday)

From 5 August 2014 (Tuesday)
to 8 August 2014 (Friday)
(both days inclusive)

From 14 August 2014 (Thursday)
to 18 August 2014 (Monday)
(both days inclusive)

8 August 2014 (Friday)

on or about 17 October 2014
(Friday)

31 March
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The Board presents its report together with the audited financial
statements for the year ended 31 March 2014.

MERGERS & ACQUISITIONS

In April 2013, the Group’s wholly owned subsidiary together with the
non-controlling shareholder of Huabao Korea made additional capital
contribution of approximately HKD32,968,000 and HKD3,221,000
respectively in Huabao Korea. After completion of the additional
capital injection, the Group's shareholding in Huabao Korea increased
from 60% to 70%.

In July 2013, the Group’s wholly owned subsidiary disposed
of 60% equity interests in Yunnan Huaxiangyuan to its non-
controlling shareholders for a cash consideration of approximately
HKD16,071,000. After completion of the disposal, the Group did not
hold any equity interest in Yunnan Huaxiangyuan, which then ceased
to be a subsidiary of the Company.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of the Company’s principal subsidiaries are set out in Note
34 to the consolidated financial statements.

SEGMENT INFORMATION

An analysis of the Group’s performance for the year by business
segment is set out in Note 5 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March 2014 are set
out in the consolidated income statement on page 94 of the annual
report.

The Board declared an interim dividend of HK8.68 cents per Share
(2013: HK7.48 cents per Share) and a special dividend of HK2.88
cents per Share (2013: HK2.48 cents per Share) both in cash,
amounting to a total of about HKD358,512,000 which were paid to
Shareholders on 28 February 2014.
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The Board proposes to declare a final dividend of HK10.49 cents
per Share (2013: HK9.40 cents per Share) and a special dividend
of HK7.00 cents per Share (2013: HK2.80 cents per Share) both in
cash (amounting to HKD542 million in aggregate) for the year ended
31 March 2014, which are expected to be paid on or about 17
October 2014 to Shareholders whose names appear on the register
of members of the Company as at 18 August 2014. The payment of
the final and special dividends is subject to Shareholders’ approval
at the AGM which is scheduled to be held on 8 August 2014. The
proposed final and special dividends together with the interim and
special dividends paid will represent a total dividend distribution for
the financial year ended 31 March 2014 of HK29.05 cents per Share
(2013: HK22.16 cents per Share).

CLOSE OF REGISTER OF MEMBERS FOR ANNUAL
GENERAL MEETING

In order to determine the entitlement of Shareholders to attend
and vote at the AGM, the register of members of the Company
will be closed from 5 August 2014 to 8 August 2014, both days
inclusive, during which no transfer of shares will be effected. All
properly completed transfer forms accompanied by the relevant
share certificates must be lodged for registration with the Company’s
branch share registrar in Hong Kong, Tricor Tengis Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later
than 4:30 p.m. on 4 August 2014. Shareholders whose names are
recorded in the register of members of the Company on 8 August
2014 are entitled to attend and vote at the AGM.

CLOSE OF REGISTER OF MEMBERS FOR PAYMENT
OF FINAL AND SPECIAL DIVIDENDS

In order to determine Shareholders who qualify for the proposed
final and special dividends, the register of members of the Company
will be closed from 14 August 2014 to 18 August 2014, both days
inclusive, during which no transfer of shares will be effected. All
properly completed transfer forms accompanied by the relevant
share certificates must be lodged for registration with the Company’s
branch share registrar in Hong Kong, Tricor Tengis Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later
than 4:30 p.m. on 13 August 2014. Shareholders whose names are
recorded in the register of members of the Company on 18 August
2014 are entitled to receive the final and special dividends, both in
cash for the year ended 31 March 2014.
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RESERVES

Movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in
equity on page 96 and in Note 19 to the consolidated financial
statements.

DISTRIBUTABLE RESERVES

As at 31 March 2014, the distributable reserves of the Company
amounted to HKD1,712,527,000 (2013: HKD1,784,836,000).

DONATIONS

The Group did not make any charitable and other donations during
the year.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
are set out in Note 6 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company are set
out in Note 17 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
bye-laws, or the laws of Bermuda, which would oblige the Company
to offer new shares on a pro-rata basis to existing Shareholders.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the last five financial years is set out on page 189.

SHARE OPTIONS

As per a resolution passed at the SGM held on 22 September
2006, the Company adopted a share option scheme (“Share Option
Scheme”). As at 31 March 2014, the number of share options
granted by the Company pursuant to the Share Option Scheme which
are valid and outstanding amounted to 23,990,000, representing
approximately 0.77% of the issued share capital of the Company
upon full exercise of the aforesaid share options. The following is a
summary of the Share Option Scheme:
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(a)

(b)

(c)

(d)

80

Purpose of the Scheme

The Share Option Scheme aims at encouraging the participants
to make contributions to and promote benefits of the Group
and developing and maintaining business relationships with
participants for the benefit of the Group.

Participants of the Scheme

The Board has absolute discretion to grant share option to any
participant.

Maximum number of shares issuable under the Scheme

The total number of share options to be granted under the
Share Option Scheme shall not exceed 10% of the issued
ordinary share capital of the Company as at 22 September
2006. Upon approval by the Shareholders, the Company may
renew the Scheme Mandate Limit, provided that each renewal
shall not exceed 10% of the total number of issued Shares
as at the date of approval by the Shareholders, and a circular
regarding the proposed renewal of the Scheme Mandate
Limit has been dispatched to the Shareholders in a manner
complying with, and containing the matters specified in, the
relevant provisions of Chapter 17 of the Listing Rules. The
aggregate maximum number of Shares which may be issued
upon exercise of share options granted under the Share Option
Scheme and any other share option scheme(s) of the Company
must not in aggregate exceed 30% of the total number of
Shares in issue from time to time.

Maximum entitlement of each participant under the Scheme

The maximum number of Shares (issued and to be issued)
upon exercise of options (whether exercised, cancelled or
outstanding) granted to any participants in any 12-month
period under the Share Option Scheme and any other share
option scheme of the Company shall not exceed 1% of the
total number of ordinary shares in issue from time to time. Any
excess over 1% requires the formal approval by Shareholders
through an ordinary resolution at a general meeting at which
the relevant participant and his associates shall abstain from
voting and the Company shall issue a circular pursuant to
relevant provisions of Chapter 17 of the Listing Rules.
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(e)

()

(9)

(h)

0]

Time for exercise of options

The grantee may subscribe for ordinary shares during such
period as may be determined by the Board (the said period
shall not in whatever case be later than the last day of the 10-
year period after the day on which the offer relating to the
option is duly approved by the Board in accordance with the
Share Option Scheme (subject to early termination)).

Minimum period for which an option must be held before
it can be exercised

Unless the Directors determine otherwise and state in the
offer of the grant of option to the grantee, the Share Option
Scheme does not provide for any minimum period for which
share options must be held before it can be exercised.

Acceptance of option offer and payment

The grantee may accept the offer of the share option within 21
days from the date of the offer letter issued by the Company.
The grantee shall pay HKD1 as consideration for accepting the
offer of the share option.

Basis for determining the exercise price

The exercise price of share option granted pursuant to the
Share Option Scheme shall be determined by the Board and
shall be at least the higher of (i) the closing price of the Shares
as stated in the Stock Exchange’s daily quotation sheet on the
date of offer, which must be a business day; (ii) the average
closing price of the Shares as stated in the Stock Exchange’s
daily quotation sheet for the five business days immediately
preceding the date of the offer; and (iii) the nominal value of
the Shares.

The life of the Scheme

The Share Option Scheme will remain in force for 10 years
starting from 22 September 2006.
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Details of share options granted, exercised, cancelled and lapsed RFERN > RIEEIETEIULE - 771 - FEH AR
during the year under the Share Option Scheme are set out as HIEERAEEBNT

follows:
Number of Share Options
BREHA
Reclassified/
cancelled/ Balance
Balance lapsed as at
as at during 31 March
1 April Granted Exercised the year 2014
Exercise 2013 during during Ry R-B-RE
Grantee Grant Date Price Exercisable Period R=Z-=% the year theyear EH2E/ =A=t+-AH
ERA RMAH TEE RS WA-R&EH ErfR ERfTE  HE/ &R &
HKD
Executive Directors
HTEE
Mr. LAU Chi Tak®e ! 14 April 2008 6.39 14/4/2008-13/4/2018 7,000,000 - - (7,000,000) -
B e —ZZ/\FNATEA
Mr. POON Chiu Kwok 25 October 2006 3.09  25/10/2006-24/10/2016 3,000,000 - - - 3,000,000
ERERE ZE2ERETAZTERA
Mr. XIONG Qing™®2? 17 October 2007 6.65 17/4/2008-16/10/2017 2,600,000 - - (2,600,000) -
R ZETLETATLR
14 April 2008 6.39 14/4/2008-13/4/2018 3,400,000 - - (3,400,000) -
ZEE\ENATMA
Independent Non-Executive Directors
BUFHTEE
Mr. LEE Luk Shiu 25 October 2006 3.09  25/10/2006-24/10/2016 200,000 - - - 200,000
Tkt Z2TRETAZTRA
Ms. MA Yun Yan 25 October 2006 3.09  25/10/2006-24/10/2016 800,000 - - - 800,000
MERLL ZERRETAZTIA
Other Participants 10 October 2006 3.09 10/10/2006-9/10/2016 7,600,000 - - - 7,600,000
EPEE 2T TATH
17 October 2007 6.65 17/4/2008-16/10/2017 6,390,000 - - 2,600,000 8,990,000
ZZTLFTATLR
14 April 2008 6.39 14/4/2008-13/4/2018 - - - 3,400,000 3,400,000
Z2E\ERATIA
Total
ait 30,990,000 - - (7,000,000) 23,990,000
Note 1: Mr. LAU Chi Tak ceased to act on 8 April 2013. WeE1 - BIEEEAER - —=ZFHA/N\BET -

Note 2: Mr. XIONG Qing ceased to act as Executive Director on 1 January Mizk2 « BEEE R —E—NE—A—HETHETHITE
2014. He will continue to serve as the Vice President of the Company. £ 2fBHEIAATIZEEE -
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DIRECTORS

The Directors of the Company during the financial year and up to the
date of this report were:

Executive Directors:

Ms. CHU Lam Yiu (Chairman and CEQ)

Mr. XIA Li Qun (CFO)

Mr. LAU Chi Tak (ceased to act on 8 April 2013)
Mr. POON Chiu Kwok (Company Secretary)

Mr. WANG Guang Yu

Mr. XIONG Qing (ceased to act on 1 January 2014)

Non-executive Director:

Mr. LAM Ka Yu (appointed on 27 November 2013)

Independent Non-executive Directors:

Dr. DING Ningning (appointed on 8 August 2013)
Dr. JIN Lizuo (retired on 8 August 2013)

Mr. LEE Luk Shiu

Ms. MA Yun Yan

Mr. WU Chi Keung (appointed on 8 August 2013)

In accordance with Bye-law 86(2) of the Company’s bye-laws, Mr.
LAM Ka Yu will retire at the forthcoming AGM and, being eligible,
offer himself for re-election. In accordance with Bye-law 87(1) and
(2) of the Company’s bye-laws, Ms. MA Yun Yan, Messrs. POON Chiu
Kwok and XIA Li Qun shall retire by rotation at the forthcoming AGM
and, being eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who proposed for re-election at the
forthcoming AGM has a service contract with the Company which is
not determinable by the Company within one year without payment
of compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Other than disclosed in Note 33 to the consolidated financial
statements, no contracts of significance in relation to the Group’s
business to which the Company, its ultimate holding company or
any of its subsidiaries was a party and in which a director of the
Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

None of the Directors and their respective associates (as defined in
the Listing Rules) is considered to have an interest in any business
which competes or is likely to compete, either directly or indirectly,
with the business of the Group.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Biographical details of directors and senior management as at 31
March 2014 are set out on pages 44 to 52 of the annual report.

REMUNERATION OF DIRECTORS AND THE FIVE
HIGHEST PAID INDIVIDUALS

Particulars of the remuneration of the directors and the five highest
paid individuals during the financial year are set out in Note 25 to
the consolidated financial statements.

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

At 31 March 2014, the interests of the Directors and their associates
in the shares, underlying shares and debentures of the Company and
its associated corporations (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 the

EENGREEERE

,__V_E‘f'g: E‘f’ H EkafkEREN
EF%EFE# EE52E o
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Company
Number of Percentage of
issued the issued
Shares held Share capital
Name of Director Capacity BEE®T HE BT
EEgSR g4 ZRREE &N
CHU Lam Yiu (Note2) Held through controlled corporations Mot D 1,219,813,415 39.33%
SR A3 22 EBTEHIR ARG 0
XIA Li Qun Beneficial owner 5,250,000 0.17%
ENE EmfEA
Note 1: 1,219,813,415 ordinary shares of the Company were held MiEE1 : N2 F) 21,219,813,4150k & i@ AR 75 9 5

by Mogul Enterprises Limited, Resourceful Link International
Limited, Power Nation International Limited, Jumbo Elite
Limited, Raise Sino Investments Limited and Real Elite
Investments Limited, respectively. Ms. CHU Lam Yiu is the sole
beneficial owner of the aforesaid six companies.

FMogul Enterprises Limited, Resourceful
Link International Limited, Power Nation
International Limited, Jumbo Elite Limited,
Raise Sino Investments Limited#IReal Elite
Investments Limited = F#FH o KMEL L

RILANEARRE—EREEA

Note 2: Ms. CHU Lam Yiu extended the expiry date of a derivative MizE2 - AMEZ T BBRABA=-S—=F—A+H

transaction to and including 31 December 2015 by an B —ERT e
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.

MEELMRSINTE

{/'\ o
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(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
above.

Save as disclosed above, as at 31 March 2014, 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.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than disclosed in Note 18 to the consolidated financial
statements, at no time during the year was the Company, its
ultimate holding company or any of its subsidiaries a party to any
arrangements to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 31 March 2014, other than the interests disclosed in the
section headed “Directors’ interests 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 position in ordinary shares of HKDO0.10 each of the
Company

Name of Substantial Shareholders

FERRESE

Capacity
513

Lazard Asset Management LLC Investment manager
wEZE
Investment manager

TEKE

Lazard Emerging Markets Equity Portfolio

Prudential plc
FRZIEFATIEE
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2014, the percentage of turnover
attributable to the Group’s five largest customers accounted for
approximately 51.76% and the largest customer contributed
approximately 20.09% to the turnover of the Group (Yunnan Tobacco
Materials (Group) Company Limited being the largest customer), and
the percentage of purchases attributable to the Group’s five largest
suppliers accounted for approximately 20.36% and the largest
supplier contributed approximately 7.31% to the purchases of the
Group.

None of the Directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the Directors,
own more than 5% of the Company’s issued share capital) had any
interest in the Group’s five largest customers and suppliers.

CONTINUING CONNECTED TRANSACTIONS
Continuing connected transactions with Hongta Tobacco Group

The Group through its subsidiary entered into a framework
agreement with Hongta Tobacco on 28 August 2012, pursuant to
which the Group shall continually provide tobacco flavours and
fragrances products, RTL, stem powder, auxiliary materials and
related services to Hongta Tobacco Group for a period from 1 April
2012 to 31 March 2015 (“Hongta Framework Agreement”). Yunnan
Tianhong is a 60% indirect subsidiary of the Company. The remaining
40% equity interest in Yunnan Tianhong is held by Yunnan Hongta.
Yunnan Hongta is wholly owned by Hongta Tobacco. By virtue of
such 40% interest in Yunnan Tianhong, Hongta Tobacco Group are
regarded as connected persons to the Company under the Listing
Rules. Pursuant to the Listing Rules, all the transactions conducted
between the Group and Hongta Tobacco Group under the Hongta
Framework Agreement constituted continuing connected transactions
of the Group and are subject to applicable reporting, annual review,
announcement and independent shareholders’ approval requirements
under the Listing Rules. Pursuant to the Hongta Framework
Agreement, prices of the products will be by reference to the
prevailing market price. Such price shall be no more favourable than
those offered by the Group to independent third party for similar
products and services in its ordinary and usual course of business.
Payments to the Group will be in cash according to the time frame
as mutually agreed.

The annual caps of the continuing connected transactions for each of
the two financial years ending 31 March 2015 contemplated under
the Hongta Framework Agreement (as revised and approved by the
independent shareholders at the SGM held on 13 September 2013)
are RMB280,000,000 and RMB330,000,000 respectively.
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Continuing connected transactions with Guangdong Tobacco
Company

The Group through its subsidiary entered into a framework
agreement with Guangdong Tobacco on 17 December 2012,
pursuant to which the Group shall continually provide tobacco
flavours and fragrances products, RTL and related products and
services to Guangdong Tobacco Company for a period from 1
January 2013 to 31 March 2015 (“GD Framework Agreement”).
Guangdong Jinke is a non-wholly owned subsidiary of Guangdong
Jinye, which in turn is an indirect wholly owned subsidiary of the
Company. Guangdong Tobacco holds more than 10% equity interest
in Guangdong Jinke. Guangdong Tobacco Company are regarded as
connected persons to the Company under the Listing Rules. Pursuant
to the Listing Rules, all the transactions conducted between the
Group and Guangdong Tobacco Company under the GD Framework
Agreement constituted continuing connected transactions of the
Group and are subject to applicable reporting, annual review,
announcement and independent shareholders’ approval requirements
under the Listing Rules. Pursuant to the GD Framework Agreement,
prices of the products will be by reference to the prevailing market
price. Such price shall be no more favourable than those offered
by the Group to independent third party for similar products and
services in its ordinary and usual course of business. Payments to
the Group will be in cash according to the time frame as mutually
agreed.

The annual caps of the continuing connected transactions for each
of the two financial years ending 31 March 2015 contemplated
under the GD Framework Agreement (as revised and approved by the
independent shareholders at the SGM held on 13 September 2013)
are RMB342,000,000 and RMB370,000,000 respectively.

Annual review of continuing connected transactions

For the year ended 31 March 2014, the transactions between the
Group and Hongta Tobacco Group under the Hongta Framework
Agreement and the transactions between the Group and Guangdong
Tobacco Company under the GD Framework Agreement amounted to
approximately RMB277,236,831 and RMB262,886,907 respectively.

The aforesaid continuing connected transactions have been reviewed

by the INEDs of the Company. The INEDs confirm that the aforesaid
connected transactions have been entered into:

it

) in the ordinary and usual course of business of the Company;

(i)  either on normal commercial terms or on terms no less
favourable to the Company than terms available to
independent third parties; and
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(iii) in accordance with the terms of the relevant agreement, and
are fair and reasonable and in the interests of the Shareholders

of the Company as a whole.

The Company has engaged the independent auditor,
PricewaterhouseCoopers to report on the Group’s above-mentioned
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 ‘Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information’ and
with reference to Practice Note 740 ‘Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules’
issued by the Hong Kong Institute of Certified Public Accountants.
PricewaterhouseCoopers have issued their unqualified letter
containing their findings and conclusions in respect of the above-
mentioned continuing connected transactions in accordance with
Rule 14A.38 of the Listing Rules. A copy of the auditors’ letter has
been provided to the Stock Exchange by the Company.

RELATED PARTY TRANSACTIONS

Details of the significant related party transactions entered into by
the Group during the year ended 31 March 2014 are set out in Note
33 to the consolidated financial statements. None of these related
party transactions constitutes a discloseable connected transaction as
defined under the Listing Rules, except for the transactions described
in this paragraph headed “Continuing Connected Transactions”,
in respect of which the disclosure requirements in accordance with
Chapter 14A of the Listing Rules have been complied with.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the year ended 31 March 2014, the Company repurchased
a total of 4,213,000 ordinary shares of HKDO0.10 per share through
the Stock Exchange at an aggregate consideration of approximately

RIREA B
a1 WAFE

RIGFETT MR BIERATF
NRIFRA R -

(iii)
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HKD13,892,000 (excluding transaction costs). The aforesaid  AXZR) o 3t i [ A% 1 38 R 18 BF B 4R 2 B (B4 15
repurchased shares together with 4,598,000 shares, which were  RiE#§#94,598,0001x 9B £ - —=FWMA=+H
repurchased in the last financial year but not yet cancelled, were  #sEdl » AFERBERDEOFIBZOT ¢
both cancelled on 30 April 2013. Details of shares repurchased
during the year are set out as follows:
No. of Shares  Highest price Lowest price Aggregate
repurchased paid per share paid per share price paid
Month/year & B -2 22V FRZATHY
F/ AH ZRERYE BEeBRER BRESRER BREH
(HKD) (HKD) (HKD'000)
i s BT T
April 2013 4,213,000 3.40 3.21 13,892
—E-=FMHA
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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 year ended 31 March 2014.

LEGAL PROCEEDINGS

As at 31 March 2014, none of the members of the Group was
involved in any material litigation or arbitration and no material
litigation or claim was pending or threatened or made against any
member of the Group.

PUBLIC FLOAT

Based on the information that was publicly available to the Company
and to the best belief and knowledge of the Directors, the Company
had maintained the prescribed public float during the reporting
period and up to the date of this report as required under the Listing
Rules.

AUDITORS

The financial statements for the year ended 31 March 2014 have
been audited by PricewaterhouseCoopers who will retire and, being
eligible, offer themselves for re-appointment at the forthcoming
AGM of the Company.

By Order of the Board
CHU Lam Yiu

Chairman and CEO

Hong Kong, 18 June 2014
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Independent Auditor's Report
BYZEETRE

_E
pwc

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
HUABAO INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Huabao
International Holdings Limited (the "Company") and its subsidiaries
(together, the "Group") set out on pages 92 to 188, which comprise
the consolidated and company statements of financial position as
at 31 March 2014, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Directors' Responsibility for the Consolidated
Financial Statements

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

T
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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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We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation of
consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 March 2014, and of the Group's profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18 June 2014
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Consolidated Statement of Financial Position

e MR R

(All amounts in HK dollar thousands unless otherwise stated)

(BRABEBEIN - AESEARABETTIIR)

As at 31 March

R=RA=+—-H
Noﬁe 2014 2013
Pt —EF-mE —T=F
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment L E I T YN 6 1,425,497 1,443,810
Land use rights T AR 7 200,247 204,045
Intangible assets B EE 8 2,931,430 2,925,745
Investments in associates REEE N a2 RE 10 239,044 102,299
Investments in a jointly controlled entity RERZEGFE 2R E 11 7,442 -
Available-for-sale financial assets At E SR EE 12 154,504 67,648
Deferred income tax assets REFTIST & E 13 66,208 48,710
5,024,372 4,792,257
Current assets RENEE
Inventories FE 14 855,694 702,316
Trade and other receivables B 5 N HAh e Wk IE 15 1,341,399 1,059,769
Assets held for sale HIEHEEE 5,196 5,102
Short-term time deposits EHE BT 16 806,400 437,166
Cash and cash equivalents WERREEEY 16 2,375,345 1,886,183
5,384,034 4,090,536
Total assets BEE 10,408,406 8,882,793
EQUITY s
Capital and reserves attributable to AREEREE AENL
the Company's equity holders BRAR K s
Share capital RE 2R 17 310,132 311,013
Reserves EE 19 1,110,334 914,597
Retained earnings REE &7
— Proposed final dividend — Bk HAR A% B 29 325,329 291,524
— Proposed special dividend — R RIAR R 29 217,092 86,837
— Others — Hih 20 6,722,684 5,675,440
8,685,571 7,279,411
Non-controlling interests FEEE GRS 314,658 346,265
Total equity Mg 9,000,229 7,625,676
LIABILITIES =N
Non-current liabilities FRBEE
Deferred income tax liabilities RIEFGHEE 13 92,676 62,628
Current liabilities BB E
Borrowings B 21 530,131 465,000
Trade and other payables B 5% H i pE N IR 22 652,094 585,683
Current income tax liabilities EHEHRAaE 133,276 143,806
1,315,501 1,194,489
Total liabilities FoR=Ri 1,408,177 1,257,117
Total equity and liabilities HERFAE 10,408,406 8,882,793
Net current assets REBEERE 4,068,533 2,896,047
Total assets less current liabilities BEERABERE 9,092,905 7,688,304

The notes on pages 98 to 188 are an
consolidated financial statements.

On behalf of the Board
Ms. CHU Lam Yiu
KMELZ L

Chairman
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Statement of Financial Position
B RS AR R 3R

(All amounts in HK dollar thousands unless otherwise stated) (Br BB HEBPEIN - FTE B NEE T TIR)

As at 31 March

R=A=+—H
Note 2014 2013
B =E —E—IF —=—=
ASSETS BE
Non-current assets FkRBEE
Investments in subsidiaries RETB AR ZI&E 9(a) 1,245,085 1,245,085
Current assets REBEE
Trade and other receivables Z 5 R E M ERFRIE 15 498 503
Amounts due from subsidiaries FEUHIE A R IE 9(b) 1,996,586 1,932,358
Cash and cash equivalents REMRSEZEEY 16 30,460 114,365
2,027,544 2,047,226
Total assets BEE 3,272,629 3,292,311
EQUITY Ex
Capital and reserves attributable to AT ERTE ALK
the Company's equity holders BRARFEE
Share capital [N 17 310,132 311,013
Reserves & 19 783,515 782,634
Retained earnings RE &R
— Proposed final dividend — BOREIRAR B 29 325,329 291,524
— Proposed special dividend — B RIAR B 29 217,092 86,837
— Others — B 20 881,915 1,118,284
Total equity mrER 2,517,983 2,590,292
LIABILITIES aE
Current liabilities ik =R
Borrowings B 21 515,000 465,000
Amounts due to subsidiaries FE BT 8 A RIFR IR 9(b) 237,344 231,913
Trade and other payables B 5 R H M FE R FRIAE 22 2,302 5,106
754,646 702,019
Total liabilities wmaE 754,646 702,019
Total equity and liabilities BEZRERE 3,272,629 3,292,311

The notes on pages 98 to 188 are an integral part of these financial 5598z 188 E HIHIsE AR ISR = HEREE 245 o

statements.

On behalf of the Board

Ms. CHU Lam Yiu
AMELZ L

Chairman
E

RREFE

Mr. XIA Li Qun
BERERE

Director

EE
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Consolidated Income Statement

mElER

(All amounts in HK dollar thousands unless otherwise stated)

(BR=BEBEN

AR UEE TITIIR)

Year ended 31 March
BZ=A=1+—HLFE

Note 2014 2013
k=g —ZE—MmEF —T—=F
Sales = 5 4,237,425 3,645,940
Cost of goods sold SHE KA 24 (1,239,306) (1,127,031)
Gross profit ER 2,998,119 2,518,909
Other income Hfth ez 23 204,571 176,692
Selling and marketing expenses HERMSHEERS 24 (169,936) (139,464)
Administrative expenses TRER 24 (655,510) (531,469)
Operating profit EERF 2,377,244 2,024,668
Finance income U N 54,352 41,277
Finance costs BLE R A (11,997) (19,079)
Finance income — net WA — 588 26 42,355 22,198
Share of (loss)/profit of associates and FE(H BN 7] N R 4
a jointly controlled entity EE2 (BER)&BF 10,11 (2,354) 538
Profit before income tax RR%1 A 2 F 2,417,245 2,047,404
Income tax expense FRiS L 27 (420,381) (314,804)
Profit for the year AEERF 1,996,864 1,732,600
Attributable to: 1L
Equity holders of the Company RArlE=FAA 1,977,325 1,716,375
Non-controlling interests FEPE I MR 2 19,539 16,225
1,996,864 1,732,600
Earnings per share for profit attributable £ R A B HHE AELH
to the Company's equity holders for SREF
the year
— Basic (HK cents) 2R (B) 28(a) 63.76 54.53
~ Diluted (HK cents) #e (OB() 28(b) 63.72 54.49
Interim and final dividends REIREIRERE 29 594,523 526,515
Special dividend RIS 29 306,410 164,748
900,933 691,263

The notes on pages 98 to 188 are an integral part of these

consolidated financial statements.

Huabao International Holdings Limited #EEREIZERARA T
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Consolidated Statement of Comprehensive Income
METEWER

(All amounts in HK dollar thousands unless otherwise stated) (BB BEHEBPEIN  FTESBEHNEE T TIIR)

Year ended 31 March
BE=A=+—BLFE

2014 2013
—B-nmEF e
Profit for the year NEEEF 1,996,864 1,732,600
Other comprehensive income: Hia 2w :
Items that may be reclassified to profit or loss AJEF 7 2 1B H H
Fair value changes on available-for-sale AEHESHEEZ
financial assets, net of tax BREEHN AR ESE 62,398 (3,155)
Currency translation differences on foreign operations /B4 7 v S E =58 126,031 39,555
Other comprehensive income for the year, AEERBEHMEEKE
net of tax 188,429 36,400
Total comprehensive income for the year, TEERBEEZE WAL
net of tax 2,185,293 1,769,000
Total comprehensive income attributable to: EEEEWRAEE !
Equity holders of the Company RABERFEA 2,157,918 1,750,950
Non-controlling interests FEPE MR 2 27,375 18,050
2,185,293 1,769,000

The notes on pages 98 to 188 are an integral part of these £598% 188E Ml =X AN S B 7E R MR EL 45 o
consolidated financial statements.

Huabao International Holdings Limited EHEERZERERA R 9 5
2013-2014 Annual Report



Consolidated Statement of Changes in Equity

(All amounts in HK dollar thousands unless otherwise stated) (BrBBERPEIN 0 FTESBEH BB T THIR)

Attributable to equity holders of the Company

ADAREREARS
Non-
Share Retained controlling Total
Note capital Reserves earnings Total interests equity

liF3 B i REEA B FENER L

Balance at 1 April 2012 RZE-Z%MWA-A 315,985 867,402 5,134,920 6,318,307 331,94 6,650,249
Fair value changes on available-for-sale financil assets, net of tax A HESBEEZRHENALERS - (3,155) - (3,155) - (3,155)
Currency translation differences EWagze - 31,730 - 31,730 1825 39,555
Profit for the year RERRA - - 16375 | 1716375 16225 1,732,600
Total comprehensive income for the year ended 31 March 2013~ BZ=2-=£=p=+-RLEEN2EHHELE - 3575 1716375 [ 1,750,950 18,050 1,769,000
Transactions with owners in their capacity as owners: BANRBEANRS
Appropriations from net profit EZW@ i 19,20 - 4,336 (4336) - - -
Dividends paid to non-controlling interests R ERRNRE - - - - (22,729 22,19
Acquisition of additional equity interest in Qingdao Qingda Product ~ [AFE Bl ERUEE B EANERDERAT

(0., Inc. ("Qingdao Qingda*) from non-controlling interest ([BBEA) EhMESs - 3312 - 3312 (16,139) (12,82)
Incorporation of non-wholly owned subsidiaries JIAVE 3= - - - - 35,141 35,141
Repurchase and cancellation of shares R kR (4,972) 4970 (199,661) | (199,661) - (199661)
Final dividend for the year ended 31 March 2012 HECT-ZFR-T-ALERZBRRE 20 - - (280595) | (280,595) - (280,595)
Interim and specia dividend for the 6 months ended HEZS-ZENA=THLNER

30 September 2012 ZRBRERIRS 20 - - (31290 | (31290 - (31290
Total transactions with owners REFARGER (4972) 1260 (197494) | (789,846) B (19357)
Balance at 31 March 2013 R-B-=E=f=1-f 311,013 914,597 6,053,801 7219411 346,265 7,625,676
Balance at 1 April 2013 RZE-ZE@A-A 311,013 914597 6,053,801 1219411 346,205 7,625,676
Effects on change of accounting policy SHYREENTE 22(d) - (264) 264 - - -
Fair value changes on available-forsale financial assets, netof tax ~ JHHESBAZ BHANALEES - 62,398 - 62,398 - 62,398
Currency translation differences EhAEEE - 118195 - 118,195 7836 126031
Profit for the year REERH - - 1971325 | 1977325 19539 1,996,864
Total comprehensive income for the year ended 31 March 2014~ BZ-Z-RE=A=t-ALEENZAURLE - 180503 1977325 | 2,157,918 2315 2,185,293
Transactions with owners in their capacity as owners: REDAREANRS
Appropriations from net profit EM\J@H 19,20 - 15,475 (15,475) - - -
Dividends payable to non-controlling interests WS R RRE - - - - (3,707) (3,707)
Dividends paid to non-controlling interests TiH"%‘H G R - - - - (3984 (39.846)
Acquisition of additional interest in Yongzhou Shanxiang Flavour R R R EAM LB ERERAR

Co., Ltd. (*Yongzhou Shanxiang*) from non-controling interest (TAMILE]) EoMER 30a) - (948) - (948) (4,294) (5,242)
Disposal of a subsidiary ﬁ%ﬂﬁ%ﬁ - - - - (14,356) (14,356)
Additional investment in a non-whally owned subsidiary E‘MEEWF%EW%M 300) - - - - 301 301
Repurchase and cancellation of shares Bl &sE (881) 881 (13,937) (13,937) - (13,937)
Final and special dividend for the year ended 31 March 2013 Eﬁi S-ZEZ A= T-REER AR 20 - - (318360) | (378.361) - (318361)
Interim and special dividend for the 6 months ended HECE-ZEMA=TRIEAERZ

30 September 2013 BRI 2 - - (38512) | (358512) - (3%851)
Total transactions with owners RERARGAE (881) 15408 (766.285) [ (751758)  (58,982)  (810,740)
Balance at 31 March 2014 R-E-mE=B=1-A 310,132 1,110,334 7,265,105 | 8,685,571 314,658 9,000,229
The notes on pages 98 to 188 are an integral part of these consolidated financial ~ £598% 188 B MIMI =k A A 4R A B TS Tk HYEL S 07 o
statements.
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Consolidated Statement of Cash Flows
GEHERER

(All amounts in HK dollar thousands unless otherwise stated)

(BRABEAEN

B BBAAEE T TIIR)

Year ended 31 March

BE-A=t-HLEE
Note 2014 2013
et —2-mF “3-=F

Cash flows from operating activities ReFBzRERE
Cash generated from operations LEELE VRS 31 2,245,508 1,907,337
Income tax paid BRI FEH (420,585) (291,711)
Net cash generated from operating activities EETHELCESEE 1,824,923 1,615,626
Cash flows from investing activities REZBNRSRE
Acquisition of subsidiaries KRB AR - (4,889)
Proceeds from disposal of a subsidiary WERBARRER 15,993 =
Capital injection into an associate TEBE AT 10 (138,136) =
Capital injection into available-for-sale financial assets AEAHEHESRER 12 = (1,230)
Purchases of property, plant and equipment, BANE  #ERZ

land use right and intangible asset THEREREYEE (161,946) (335,257)
Proceeds from disposal of property, plant and equipment WENE  UEREEMEHE 233 1515
Short-term time deposits placed FARSESFH (361,229) (437,166)
Dividend received BIRE 843 =
Interest received BIHE 48,344 41,277
Net cash used in investing activities RETBFAZALTE (595,898) (735,750)
Cash flows from financing activities RETHNRETE
Dividends paid to shareholders MREZ RS (776,719) (628,118)
Acquisition of additional interests in a subsidiary from pEZELTF G- NG

non-controlling interests FIMES (5.242) (9,808)
Capital contributions from non-controlling interests FETIEEREE NTELIENE 3,221 35,141
Repurchase of shares [BEE R (13,937) (199,661)
New short-term bank borrowings RS HETEE 2 65,131 77,500
Repayment of borrowings BEER 21 - (540,000)
Repayment to a shareholder EERRRHE (30,000) =
Interest paid B E (13,030) (21,038)
Net cash used in financing activities BEEBFAZELFE (770,576) (1,285,984)
Net increase/(decrease) in cash and cash equivalents ReRBLSENEN/(HD) 8 458,449 (406,108)
Cash and cash equivalents at 1 April ROA—HZBERESSEY 1,886,183 2,286,577
Effects of currency translation on cash and cash equivalents SERBHRERESERINT 2 30,713 5,714
Cash and cash equivalents at 31 March REA=+-HZRERALZEY 16 2,375,345 1,886,183
The notes on pages 98 to 188 are an integral part of these F98E 188 B MM sk AAARE I TS R A B BB ZB 1D ©

consolidated financial statements.
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Notes to the Consolidated Financial Statements
e EmRME

(All amounts in HK dollar thousands unless otherwise stated)

98

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 and 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
31 March 2014, through six limited companies incorporated
in the British Virgin Islands and solely beneficially owned
by her, namely Mogul Enterprises Limited, Resourceful Link
International Limited, Power Nation International Limited, Raise
Sino Investments Limited, Jumbo Elite Limited and Real Elite
Investments Limited, and is the single largest shareholder of
the Company.

These consolidated financial statements are presented in
thousands of units of HK dollars (‘"HKD'000’) unless otherwise
stated. These consolidated financial statements have been
approved for issue by the Board of Directors on 18 June 2014.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Company
have been prepared in accordance with Hong Kong
Financial Reporting Standards (‘HKFRS’) issued by the
Hong Kong Institute of Certified Public Accountants (the
'"HKICPA'). The consolidated financial statements have
been prepared under the historical cost convention, as
modified by remeasurement of available-for-sale financial
assets.
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Notes to the Consolidated Financial Statements
GEMERRME

(BABHBESN - AESBABETTIIR)

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHHEBEE (&)

POLICIES (continued)

2.1 Basis of preparation (continued) 2.1 REEE (F)

The preparation of financial statements in conformity REFFE BB B RE LRI B RR
with HKFRS requires the use of certain critical accounting AFERETHEREHE  EEENA
estimates. It also requires management to exercise REAREE2FHREBEPITEEH
its judgement in the process of applying the Group’s - ke ERHEsSEEMEZ
accounting policies. The areas involving a higher degree s - P REGREMBRKRIELER
of judgment or complexity, or areas where assumptions R HE R - LM T4 R o
and estimates are significant to the consolidated financial

statements, are disclosed in Note 4.

THYEIFT A NERT M ERI R =
F—=F/A—HRHIE B F
BB KIS - 165 87K 5E [E]
RBEEBNEEANTE (BARHEA]
FEEFEARKRX S NERL &
FHECAR) -

(@) The following new/revised/amendments to (@)
standards are mandatory for the first time for the
financial year beginning 1 April 2013, but are
not currently relevant or do not have a significant
impact on the Group’s operations (although they
may affect the accounting for future transactions
and events):

HKAS 1 (Amendment) “Financial Statements
Presentation” regarding other comprehensive
income is effective for annual periods
beginning on or after 1 July 2012.

HKFRS 1 (Amendment) “First-time Adoption”
on government loans is effective for annual
periods beginning on or after 1 January 2013.

HKFRS 7 (Amendment) “Financial Instruments:
Disclosures” offsetting financial assets and
financial liability is effective for annual periods
beginning on or after 1 January 2013.

HKFRS 10, 11 and 12 (Amendment) on
transition guidance is effective for annual
periods beginning on or after 1 January 2013.

HKFRS 10
Statements” is effective for annual periods
beginning on or after 1 January 2013.

“Consolidated Financial
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Notes to the Consolidated Financial Statements
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(All amounts in HK dollar thousands unless otherwise stated)

2.

100

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

(@) The following new/revised/amendments to
standards are mandatory for the first time for the
financial year beginning 1 April 2013, but are
not currently relevant or do not have a significant
impact on the Group's operations (although they
may affect the accounting for future transactions
and events): (continued)

o HKFRS 11 “Joint Arrangements” is effective
for annual periods beginning on or after 1
January 2013.

° HKFRS 12 “Disclosure of Interests in Other
Entities” is effective for annual periods
beginning on or after 1 January 2013.

o HKFRS 13 “Fair Value Measurement” is
effective for annual periods beginning on or
after 1 January 2013.

3 HKAS 19 (Amendment) “Employee Benefits”
is effective for annual periods beginning on
or after 1 January 2013.

. HKAS 27 (Revised 2011) “Separate Financial
Statements” is effective for annual periods
beginning on or after 1 January 2013.

. HKAS 28 (Revised 2011) “Investments in
Associates and Joint Ventures” is effective
for annual periods beginning on or after 1
January 2013.

o HK(IFRIC) Int 20 “Stripping Costs in the
Production Phase of a Surface Mine” is
effective for annual periods beginning on or
after 1 January 2013.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2.

POLICIES (continued)
2.1 Basis of preparation (continued)

(b)

SUMMARY OF SIGNIFICANT ACCOUNTING

The following new standards, amendments to
standards and interpretations are not yet effective
and have not been early adopted by the Group:

e M BRRME

(BRRAHBES - A SEAESTLIIR)
2. IESHERERHEE (&)

R ()

(b)  TH 00 4 3 T A4 B T A 1
RAEER AR E AR
MR

2.1

Effective for annual
periods beginning
on or after
ZEBRI
FEHBRBEN

HKAS 32 (Amendment) “Financial
instruments: Presentation” on asset
and liability offsetting

BEREHERE32% (B0
[EMTH: 27| BHEEER
BAEMIEHE

1 January 2014
—ZE-—mFE—-—H—H

HKFRS 10,12 and HKAS 27 (Amendment)
“Consolidation for investment entities”

BERMBMEERE10 1258 K%
ARG EUF27H (B
[ETEHNAG]

1 January 2014
—ZE-—mFE—-—H—H

HKAS 36 (Amendment) “Impairment of EB TR F 365 (k) 1 January 2014

assets” on recoverable amount disclosures [BERE] B WE —ZET—mFE—F—H
SRR

HKAS 39 (Amendment) “Financial BB ERE395% (&) 1 January 2014

Instruments: Recognition and
Measurement” — Novation of derivatives

[ERTA : ERNTE] “Z-mE-A—H

—PTETAHER

HK(IFRIC) Int 21 “Levies”

5 (AR BRERREZEES) 1 January 2014

—2E2 [HE —T—m&E—A[—H

HKAS 19 (Amendment) regarding BB G ERIE 195 (182k) 1 July 2014
defined benefit plans BEAZRERHETE —ZE—MFELA—H
HKFRS 9 “Financial Instruments” BB EAERIF 5 1 January 2015
[£RTE —T-AF—A—A

Management does not anticipate that the
application of the standards will result in a material
impact on the Group's consolidated financial

statements.

EREEERZEEANERTS
HAEENREMBRREEXN

2/ 4
i
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(All amounts in HK dollar thousands unless otherwise stated)

2.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation

The consolidated financial statements include the

financial statements of the Company and all of its
subsidiaries made up to 31 March.

(a)

Subsidiaries

A subsidiary is an entity (including a structured

entity) over which the Group has control. The

Group controls an entity when the Group is

exposed to, or has rights to, variable returns from

its involvement with the entity and has the ability

to affect those returns through its power over the

entity. Subsidiaries are consolidated from the date

on which control is transferred to the Group. They

are deconsolidated from the date that control

ceases.

()

Business combinations

Apart from the application of merger
accounting on those common control
combinations, the Group uses the acquisition
method of accounting to account for business
combinations. The consideration transferred
for the acquisition of a subsidiary is the fair
values of the assets transferred, the liabilities
incurred to the former owners of the acquiree
and the equity interests issued by the Group.
The consideration transferred includes the fair
value of any asset or liability resulting from
a contingent consideration arrangement.
Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their
fair values at the acquisition date. The Group
recognizes any non-controlling interest in
the acquiree on an acquisition-by-acquisition
basis,
non-controlling interest’s proportionate share
of the recognized amounts of the acquiree’s

either at fair value or at the

identifiable net assets.

Acquisition-related costs are expensed as
incurred.
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Notes to the Consolidated Financial Statements
GEMERRME

(BABHBESN - AESBABETTIIR)

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHHEBEE (&)

POLICIES (continued)

2.2 Consolidation (continued) 2.2 #AERAE (#)

(a)  Subsidiaries (continued) (@) WELRA (&)
(i) Business combinations (continued) (i) X¥&6f (&)

If the business combination is achieved in
stages, the acquirer’s previously held equity
interest in the acquiree is measured to fair
value at the acquisition date through profit or
loss.

Any contingent consideration to be
transferred by the Group is recognized at fair
value at the acquisition date. Subsequent
changes to the fair value of the contingent
consideration that is deemed to be an
asset or liability is recognized in accordance
with HKAS 39 either in profit or loss or as
a change to other comprehensive income.
Contingent consideration that is classified as
equity is not remeasured, and its subsequent
settlement is accounted for within equity.

The excess of the consideration transferred,
the amount of any non-controlling interest
in the acquiree and the acquisition-date fair
value of any previous equity interest in the
acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill.
If the total of consideration transferred,
non-controlling interest recognized and

MEBEHOEEET K
B 2 ERKEBLFAEN
ERIZWE RN AREE
EXFtE BEFtEELN
HRBEBEREPHER -

SEBEERNEFNIBELE
ZUWE R B QR EER
E-BRAEEXRBENK
BHEAABEMNHERKRE
B REFESERE39
MAORTE - EREDPHIER
Hth 2o ez O BB HERR
DERERNABHETE
MarE HZBMEEERE
s AR

PR EEE  RERBITOE
IR B MR R BORR -
WU B 75 2 BT LA 4 2 A U
BHNAAEE BBFAE
AT P F B ER SRR
REE MEREBENG
T - FrEELE - RN
FEERIMERE R R Z AT A

previously held interest measured is less EmatE  BRBAKNBA
than the fair value of the net assets of the AFRBEEMAREE - AlF

subsidiary acquired in the case of a bargain
purchase, the difference is recognized directly
in the income statement.

Intra-group transactions, balances and
unrealised gains on transactions between
group companies are eliminated. Unrealised
losses are also eliminated. When necessary,
amounts reported by subsidiaries have
been adjusted to conform with the Group’s
accounting policies.
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2.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(a)  Subsidiaries (continued)

(ii)

(iii)

Changes in ownership interests in
subsidiaries without change of control

Transactions with non-controlling interests
that do not result in loss of control are
accounted for as equity transactions —
that is, as transactions with the owners of
the subsidiary in their capacity as owners.
The difference between fair value of any
consideration paid and the relevant share
acquired of the carrying amount of net assets
of the subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling
interests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control, any
retained interest in the entity is re-measured
to its fair value at the date when control is
lost, with the change in carrying amount
recognized in profit or loss. The fair value is
the initial carrying amount for the purposes
of subsequent accounting for the retained
interest as an associate, joint venture or
financial asset. In addition, any amounts
previously recognized in other comprehensive
income in respect of that entity are accounted
for as if the Group had directly disposed of
the related assets or liabilities. This may mean
that amounts previously recognized in other
comprehensive income are reclassified to
profit or loss.
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Notes to the Consolidated Financial Statements

e M BRRME

(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHBERE (&)

POLICIES (continued)

2.2 Consolidation (continued)

(b)

Application of merger accounting

The consolidated financial statements incorporate
the financial statements of the combining entities
in which the common control combination occurs
on the basis that they had been combined from the
date when the combining entities first came under
the control of the controlling party.

The net assets of the combining entities are
combined using the existing book values from
the controlling party’s perspective. No amount is
recognized for goodwill or excess of acquirers’
interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent
liabilities over cost at the time of common control
combination, to the extent of the continuation of
the controlling party’s interest.

The consolidated income statement includes the
results of each of the combining entities from the
earliest date presented or since the date when the
combining entities first came under the common
control, where there is a shorter period, regardless
of the date of the common control combination.

The comparative amounts in the consolidated
financial statements are presented on the basis that
the entities had been combined at the previous
closing date or when they first came under
common control, whichever is shorter.

2.2 #AKRAE (&)

(b)

F—1EHI T2 B2 E B 4t 2
EAREHCEA GRER 5
AHBRELERA RO
BRE - HWAEA G EBER
SHARNE R HREHTHE
A -

REHTHAE  WAHWER
BFEEAREESH - EHA
THEXAHTEENTEMN
KRB 77 FE A5 1 M R 7T AT B AR
F BERKARBENAAER
BRAR SN THER

HAabRReRE—EaHES
R R ERCR - R HE AT %R
REFNRERNESHERMA
ﬁ‘*Jf NHBEES 2 B /R E& 8

ﬁﬂT%E LREHEEE G
E|o

FAEMBHRRTOLREE B
BREBERN L —EEFEARE
REBNAREHE (AREER

%) 25

A uniform set of accounting policies is adopted by EELERBTRAS MK
those entities. All intra-group transactions, balances K- -EBERNEGHEBNMAER
and unrealized gains on transactions between 5 RBERERFPEGSHRE
combining entities or businesses are eliminated on RAFES TR HEE -

consolidation.

Transaction costs, including professional fees,
registration fees, costs of furnishing information to

RGEA - BEREXRBE - T
Hﬁ%% ABRREHEMBELNE

shareholders, costs or losses incurred in combining B EEAEBAMRRELERN
operations of the previously separate businesses, EJZZK&T@S’E—DJTEE@T R4
etc., incurred in relation to the common control HREZENERE %‘Jii/\ﬁ
combination that is to be accounted for by using BN AN EERFERL -

merger accounting is recognized as an expense in
the period in which it is incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(c)

Associates

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20%
and 50% of the voting rights.
associates are accounted for using the equity

Investments in

method of accounting. Under the equity method,
the investment is initially recognized at cost, and
the carrying amount is increased or decreased to
recognize the investor's share of the profit or loss
of the investee after the date of acquisition. The
Group’s investment in associates includes goodwill
identified on acquisition.

If the ownership interest in an associate is
reduced but significant influence is retained, only
a proportionate share of the amounts previously
recognized in other comprehensive income is
reclassified to profit or loss where appropriate.

The Group's share of post-acquisition profits or
losses is recognized in the consolidated income
statement, and its share of post-acquisition
movements in other comprehensive income is
recognized in consolidated other comprehensive
income with a corresponding adjustment to the
carrying amount of the investment. When the
Group's share of losses in an associate equals or
exceeds its interests in the associate, including any
other unsecured receivables, the Group does not
recognize further losses, unless it has incurred legal
or constructive obligations or made payments on
behalf of the associate.

The Group determines at each reporting date
whether there is any objective evidence that the
If this
is the case, the Group calculates the amount

investment in the associate is impaired.

of impairment as the difference between the
recoverable amount of the associate and its carrying
value and recognizes the amount adjacent to
share of profit/(loss) of an associate in the income
statement.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(9}

(d)

Associates (continued)

Profits and losses resulting from upstream and
downstream transactions between the Group
and its associates are recognized in the Group’s
financial statements only to the extent of unrelated
investor's interests in the associates. Unrealized
losses are eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of associates have been
changed where necessary to ensure consistency

with the policies adopted by the Group.

Dilution gains and losses arising in investments
in associates are recognized in the consolidated
income statement.

Jointly controlled entity

The Group has applied HKFRS 11
arrangements” to its jointly controlled entity as of
1 April 2013. According to HKFRS 11,
in joint arrangements are classified either as joint

“Joint
Investments

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.

Under the equity method of accounting, interests
in joint ventures are initially recognized at cost
and adjusted thereafter to recognize the Group's
share of the post-acquisition profits or losses and
movements in other comprehensive income. When
the Group’s share of losses in a joint venture equals
or exceeds its interests in the joint ventures (which
includes any long-term interests that, in substance,
form part of the Group’s net investment in the joint
ventures), the Group does not recognize further
losses, unless it has incurred obligations or made
payments on behalf of the joint ventures.
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2.

108

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(d)

Jointly controlled entity (continued)

Unrealised gains on transactions between the
Group and its joint ventures are eliminated to the
extent of the Group’s interest in the joint ventures.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
the joint ventures have been changed to ensure
consistency with the policies adopted by the Group.
The change in accounting policy has been applied
from 1 April 2013.

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

("Yunnan Qingtian”) was

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 of the Company (the
“Directors”) have decided not to restate the
consolidated financial statements for the year
ended 31 March 2013. All the financial effects are
reflected in the consolidated financial statements
for the year ended 31 March 2014.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

2.4

2.5

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost also includes direct attributable costs of
investment. The results of subsidiaries are accounted for
by the Company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these investments
if the dividend exceeds the total comprehensive income
of the subsidiary in the period the dividend is declared or
if the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the
consolidated financial statements of the investee’s net
assets including goodwill.

Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating
decision-maker, who is responsible for allocating
resources and assessing performance of the operating
segments, has been identified as the executive directors
that make strategic decisions.

Foreign currency translation
(@)  Functional and presentation currency

Items included in the financial statements of each
of the Group’'s entities are measured using the
currency of the primary economic environment
in which the entity operates (the ‘functional
currency’). The consolidated financial statements
are presented in Hong Kong dollars ("HKD’), which
is the Company’s functional currency and the
Group's presentation currency.
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2.

110

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5 Foreign currency translation (continued)

(b)

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
valuation where items are re-measured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognized in the consolidated
income statement, except when deferred in equity
as qualifying cash flow hedges or qualifying net
investment hedges.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the consolidated income statement
within ‘finance income or cost’. All other foreign
exchange gains and losses are presented in the
consolidated income statement within ‘other
income’.

Changes in the fair value of monetary securities
denominated in foreign currency classified as
available for sale are analyzed between currency
translation differences resulting from changes in the
amortised cost of the securities and other changes
in the carrying amount of the securities. Translation
differences related to changes in amortised cost
are recognized in profit or loss, and other changes
in carrying amount are recognized in other
comprehensive income.

Translation differences on non-monetary financial
assets, such as equities classified as available for
sale, are included in other comprehensive income.
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Notes to the Consolidated Financial Statements
GEMERRME

(BABHBESN - AESBABETTIIR)

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHHEBEE (&)

POLICIES (continued)

2.5 Foreign currency translation (continued)

2.5 SMEBE (H)

(c)  Group companies (c) ZEEFLA]

The results and financial position of all the group e B AR SRS TR TE

entities (none of which has the currency of a SEER (ERIERERKMNE

hyperinflationary economy) that have a functional B MYSEE RSO - THIRIATR
currency different from the presentation currency ARRERIIREY

are translated into the presentation currency as

follows:

(i) assets and liabilities for each statement of () BHEROMBARRERME
financial position presented are translated at N2 EERBRNRAELE
the closing rate at the date of that reporting; AzlmEXRKBE

(i) income and expenses for each income (i BHRZEAHKRATEHR
statement are translated at average exchange TR FHERBRE (BRIEZ
rates (unless this average is not a reasonable FHEXRWIMERSE R
approximation of the cumulative effect of EXHRFAXENEGELD
the rates prevailing on the transaction dates, o ERIBRT - Wk AliE
in which case income and expenses are REEBMERKBE) Kk
translated at the dates of the transactions);
and

(i) all resulting exchange differences are (i) FTERAEMEENELEZSE
recognized in other comprehensive income. EHAM 2 E UGS RER ©

Goodwill and fair value adjustments arising on the WEBINEBELANEERAR

acquisition of a foreign entity are treated as assets BEAERAZSINEEBNEE

and liabilities of the foreign entity and translated MBE  WEREMEXRRE - E

at the closing rate. Exchange differences arising are AHEREREEMEE KES

recognized in other comprehensive income. TR o

(d)  Disposal of foreign operation and partial disposal (d) BEEFEHEESSINERE

On the disposal of a foreign operation (that is,
a disposal of the Group’'s entire interest in a
foreign operation, or a disposal involving loss of
control over a subsidiary that includes a foreign
operation, a disposal involving loss of joint control
over a jointly controlled entity that includes a
foreign operation, or a disposal involving loss of
significant influence over an associate that includes
a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation
attributable to the equity holders of the company
are reclassified to profit or loss.
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(All amounts in HK dollar thousands unless otherwise stated)

2.

112

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5

2.6

Foreign currency translation (continued)

(d)  Disposal of foreign operation and partial disposal
(continued)

In the case of a partial disposal that does not result
in the Group’s losing control over a subsidiary that
includes a foreign operation, the proportionate
share of accumulated exchange differences
are reattributed to non-controlling interests
and are not recognized in profit or loss. For all
other partial disposals (that is, reductions in the
Group’s ownership interest in associates or jointly
controlled entities that do not result in the Group’s
losing significant influence or joint control) the
proportionate share of the accumulated exchange
difference is reclassified to profit or loss.

Property, plant and equipment

Construction in progress represents the direct costs of
construction of property, plant and equipment incurred
plus interest capitalized less any impairment losses. No
provision for depreciation is made on construction in
progress until such time the relevant assets are completed
and available for their intended use.

All other property, plant and equipment are stated at
historical cost less depreciation and impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognized as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognized. All other
repairs and maintenance are charged to the consolidated
income statement during the financial period in which
they are incurred.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6

2.7

Property, plant and equipment (continued)

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate their
costs to their residual values over their estimated useful
lives, as follows:

Buildings 20 years
Plant and machinery 5-10 years
Motor vehicles 5 years
Furniture, fixtures and equipment 5-10 years

Leasehold improvements 2-5 years or over
the lease term,

whichever is shorter

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.
An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (Note 2.9).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and
are recognized within other income, in the consolidated
income statement.

Land use rights

Land use rights are up-front payments to acquire
long-term interests in the usage of land. They are
stated at cost and charged to the consolidated income
statement over the remaining period of the lease on a
straight-line basis, net of any impairment losses.
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(All amounts in HK dollar thousands unless otherwise stated)

2.

114

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8 Intangible assets

(a)

(b)

Goodwill

Goodwill arises on the acquisition of subsidiaries
represents the excess of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree
over the fair value of the identified net assets
acquired.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated to
each of the cash-generating units (“CGUs"), or
groups of CGUs, that is expected to benefit from
the synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the entity at
which the goodwill is monitored for internal
management purposes. Goodwill is monitored at
the operating segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes
in circumstances indicate a potential impairment.
The carrying value of goodwill is compared to
the recoverable amount, which is the higher of
value in use and the fair value less costs to sell.
Any impairment is recognized immediately as an
expense and is not subsequently reversed.

Customer relationships and non-competition
agreement

Customer relationships and non-competition
agreement acquired as part of a business
combination are capitalized separately from
goodwill and are carried at cost less accumulated
amortization and accumulated impairment losses.
Amortization is calculated using the straight-line
method to allocate the cost of the intangible assets
over their estimated useful lives of 10 years.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8 Intangible assets (continued)

(c)

(d)

(e)

Trademarks and licenses

Separately acquired trademarks and licenses are
shown at historical cost. Trademarks and licenses
acquired in a business combination are recognized
at fair value at the acquisition date. They have
a finite useful life and are carried at cost less
accumulated amortization and accumulated
impairment losses. Amortization is calculated using
the straight-line method to allocate the cost of
trademarks and licenses over their estimated useful
lives of 10 to 20 years.

Computer software

Acquired computer software licenses are capitalized
on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are
amortized over their estimated useful lives of 3 to 5
years.

Patent

Patent includes purchased technology and skills
acquired from third parties. They have a finite
useful life and carried at cost less accumulated
amortization and accumulated impairment losses.
Amortization is calculated using the straight-line
method to allocate the cost of the technology and
skills over their estimated useful life of 3 to 10
years.
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2.

116

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9

2.10

Impairment of non-financial assets

Assets that have an indefinite useful life, for example
goodwill or intangible assets not ready to use, are not
subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognized for the
amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.

Assets held-for-sale

Assets are classified as held for sale when their carrying
amount is to be recovered principally through a sale
transaction and a sale is considered highly probable.
The non-current assets (except for deferred tax assets
and financial assets) are stated at the lower of carrying
amount and fair value less costs to sell. Deferred tax
assets and financial assets, even if held for sale, would
continue to be measured in accordance with the policies

set out elsewhere in note 2.

Financial assets
2.11.1 Classification

The Group classifies its financial assets in the
following categories: loans and receivables and
available-for-sale. The classification depends on
the purposes for which the financial assets were
acquired. Management determines the classification
of its financial assets at initial recognition.

Huabao International Holdings Limited ZEEKEIZERERA T
2013-2014 Annual Report %

(BR=BHBEN -

2.

ABEEZBRIABETTIIR)

FREHBRBE (&)

2.9

2.10

FERMEENRE
THEERFHAZEE (MEELERK
AHERNETEE) BEFHE  BK
PEERREETHIN BREE B
BEMHRIIBRANEERREER
ERW E B BLUREE TR o RERE
REEZREAEBBLOEATWEI SR ZE
BHER - AINESBRUNEEZAAEE
HBHEERASEREBEEMEZRRE
R o REHERER - BERA D FHE
#HReRE (REEHEN) HKREEX
e BRI EXRBENESH
BEESERSHHEMRERS A
B EBETTIRET ©

FEHEEE

ERFHEBRENRAESERE R —
A & XX 5 W B a2 I8 H & AR A R]
B DERFKIELENEE - ZEIF
nBEE (REEMBSHREERERE
ESN) REEERAABEREHEK
AMENBRKEIR - BIEMSHEE
REMEENERIELE  TERRESF
BB B & M AL — PSR 2 & Rt BUREE

=
=-°

EREE

2111 548
AEBRBEEMEES BT
A Bk EWRIE K] S
ZEMEE - B TEASR
BEZEN - BEREEVIRER
FETCMEENDE -



Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Financial assets (continued)

2.11.1 Classification (continued)

(a)

(b)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for the amounts that are settled or
expected to be settled more than 12 months
after the end of the reporting period. These
are classified as non-current assets. The
Group and Company’s loans and receivables
comprise ‘trade and other receivables’, ‘cash
and cash equivalents’, ‘amount due from
subsidiary’ and ‘short-term time deposits’ in
the statements of financial position.

Available-for-sale financial assets

Available-for-sale financial assets are
non-derivatives that are either designated
in this category or not classified in any of
the other categories. They are included in
non-current assets unless the investment
matures or management intends to dispose
of it within 12 months of the end of the
reporting period.

2.11.2 Recognition and measurement

Regular way purchases and sales of financial assets
are recognized on the trade-date — the date on
which the Group commits to purchase or sell the
asset. Investments are initially recognized at fair
value plus transaction costs for all financial assets

not carried at fair value through profit or loss.
Financial assets are derecognized when the rights
to receive cash flows from the investments have
expired or have been transferred and the Group
has transferred substantially all risks and rewards of
ownership.
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2.

118

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Financial assets (continued)
2.11.2 Recognition and measurement (continued)

Available-for-sale financial assets are subsequently
carried at fair value. Loans and receivables are
subsequently carried at amortised cost using the
effective interest method.

Changes in the fair value of monetary and non-monetary
securities classified as available-for-sale are recognized in
other comprehensive income.

When securities classified as available for sale
are sold or impaired, the accumulated fair value
adjustments recognized in equity are included in
the income statement as ‘other income’.

Dividends on available-for-sale equity instruments
are recognized in the consolidated income
statement as part of other income when the
Group’s right to receive payments is established.

2.12 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the statement of financial position
when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle
on a net basis or realize the asset and settle the liability
simultaneously.

2.13 Impairment of financial assets
(a)  Assets carried at amortized cost

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or group of financial assets is
impaired. A financial asset or a group of financial
assets is impaired and impairment losses are
incurred only if there is objective evidence of
impairment as a result of one or more events that
occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or group of financial assets that can
be reliably estimated.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13 Impairment of financial assets (continued)

(a)

Assets carried at amortized cost (continued)

Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency
in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

For loans and receivables category, the amount
of the loss is measured as the difference between
the asset’s carrying amount and the present
value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original effective
interest rate. The carrying amount of the asset is
reduced and the amount of the loss is recognized
in the consolidated income statement. If a loan
has a variable interest rate, the discount rate for
measuring any impairment loss is the current
effective interest rate determined under the
contract. As a practical expedient, the Group may
measure impairment on the basis of an instrument’s
fair value using an observable market price.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognized (such as an
improvement in the debtor’s credit rating), the
reversal of the previously recognized impairment
loss is recognized in the consolidated income
statement.
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Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

2.

120

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13

2.14

2.15

Impairment of financial assets (continued)
(b)  Assets classified as available-for-sale

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or a group of financial assets
is impaired. In the case of equity investments
classified as available-for-sale, a significant or
prolonged decline in the fair value of the security
below its costs is also evidence that the assets
are impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative
loss — measured as the difference between the
acquisition cost and the current fair value, less
any impairment loss on that financial asset
previously recognized in profit or loss — is removed
from equity and recognized in the consolidated
income statement. Impairment losses recognized
in the consolidated income statement on equity
instruments are not reversed through the
consolidated income statement.

Inventories

Inventories are stated at the lower of cost and net
realizable value. Cost is determined using the weighted
average method. The cost of finished goods and work
in progress comprises raw materials, direct labour, other
direct costs and related production overheads (based
on normal operating capacity). It excludes borrowing
costs. Net realizable value is the estimated selling price in
the ordinary course of business, less applicable variable
selling expenses.

Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold in the ordinary course of business. If
collection of trade and other receivables is expected in
one year or less (or in the normal operating cycle of the
business if longer), they are classified as current assets. If
not, they are presented as non-current assets.

Trade and other receivables are recognized initially at
fair value and subsequently measured at amortized cost
using the effective interest method, less provision for
impairment.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16

2.17

2.18

Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits
held at call with banks and other short-term highly liquid
investments.

Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

Where any group company purchases the Company’s
equity share capital (treasury shares), the consideration
paid, including any directly attributable incremental costs
(net of income taxes) is deducted from equity attributable
to owners of the Company until the shares are cancelled
or reissued. Where such ordinary shares are subsequently
reissued, any consideration received, net of any directly
attributable incremental transaction costs and the related
income tax effects is included in equity attributable to
owners of the Company.

Borrowings

Borrowings are recognized initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortized cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognized in the income statement over the
period of the borrowings using the effective interest
method.

Fees paid on the establishment of loan facilities are
recognized as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be
drawn down. In this case, the fee is deferred until the
draw-down occurs. To the extent there is no evidence
that it is probable that some or all of the facility will be
drawn down, the fee is capitalized as a prepayment for
liquidity services and amortized over the period of the
facility to which it relates.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the
reporting period.
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Notes to the Consolidated Financial Statements
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(All amounts in HK dollar thousands unless otherwise stated)

2.

122

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19

2.20

2.21

Borrowing costs

General and specific borrowing costs directly attributable
to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalization.

All other borrowing costs are charged to the consolidated
income statement in the period in which they are
incurred.

Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified
as current liabilities if payment is due within one year
or less (or in the normal operating cycle of the business
if longer). If not, they are presented as non-current
liabilities.

Trade payables are recognized initially at fair value and
subsequently measured at amortized cost using the
effective interest method.

Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognized in the consolidated income
statement, except to the extent that it relates to items
recognized in other comprehensive income or directly in
equity. In this case, the tax is also recognized in other
comprehensive income or directly in equity respectively.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Current and deferred income tax (continued)

(a)

(b)

Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the reporting date in the countries
where the Company and its subsidiaries, associates
and jointly controlled entity operate and generate
taxable income. Management periodically evaluates
positions taken in tax returns with respect to
situations in which applicable tax regulation is
subject to interpretation and establishes provisions
where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax
Inside basis difference

Deferred income tax is recognized, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not
recognized if they arise from the initial recognition
of goodwill, the deferred income tax is not
accounted for if it arises from initial recognition
of an asset or liability in a transaction other than
a business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted
or substantially enacted by the reporting date and
are expected to apply when the related deferred
income tax asset is realized or the deferred income
tax liability is settled.

Deferred income tax assets are recognized to the
extent that it is probable that future taxable profit
will be available against which the temporary
differences can be utilized.
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Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

2.

124

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Current and deferred income tax (continued)

(b)

(c)

Deferred income tax (continued)
Outside basis differences

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
joint controlled entity and associates, except for
deferred income tax liability where the timing of the
reversal of the temporary difference is controlled
by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities
and when the deferred income taxes assets and
liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity
or different taxable entities where there is an
intention to settle the balances on a net basis.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Employee benefits

(a)

Pension obligations

The Group operates the Mandatory Provident Fund
Scheme (‘MPF Scheme’) in Hong Kong which is
generally funded through payments to insurance
companies under defined contribution plan. It pays
contributions to administered pension insurance
plans on a mandatory, contractual or voluntary
basis. Moreover, all the employees of the Group’s
entities incorporated in Mainland China of the PRC
(the "Mainland China’) participate in employee
social security plans, including pension, medical,
housing and other welfare benefits, organized and
administered by the local governments. The Group
also makes defined contribution to retirement
schemes managed by the insurance company in
accordance with German regulation and rules
for the employees of the subsidiary located in
Germany. The Group has no further payment
obligations once these contributions have been
paid. The contributions are recognized as employee
benefit expense when they are due and are reduced
by contributions forfeited by those employees
who leave the scheme prior to vesting fully in the
contributions. Prepaid contributions are recognized
as an asset to the extent that a cash refund or a
reduction in the future payments is available. No
pension obligation is required under the Botswana
laws and regulation.

Huabao International Holdings Limited FEEERIZRERAD T

(BRABHAEN -

2.

e M BRRME

PR FABE T TIIR)

FREHABERBE (&)

2.22 EERAF

(a)

BUEEF
AEEREBRERFMEATES
e (MRE e8] %ata
—REBRBEBERFIMRRA
AR MEE - AEBEREER
KRBT EIEH G - %A
FRMEE R - o FRBEE AR
SENPEARLMBE FMAK L
ERZER  HAEZ2HEAMTK
FESBNRERZEELSRER
g HERKE BFE BFER
Hitt & /A - AREREEE
MEARIER SR INEER
MBARIZAEREEREERE
HRERAKRFEREBRR A FME
HAER o ANERE — AU KR
BEE-TNREME - HRRE
NEERREERRAMAS - LA
FEAREF B EBME
B 2 BB SRR © TR IR R
3 & R RO R RIR R A R
REE - REBEERELMANERR
ER O WERAEEEMNER -

2013-2014 Annual Report

125



Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

2.

126

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Employee benefits (continued)

(b)

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value
of the employee services received in exchange
for the grant of the options is recognized as an
expense. The total amount to be expensed is
determined by reference to the fair value of the
options granted:

3 including any market performance conditions
(for example, an entity’s share price);

° excluding the impact of any service and
non-market performance vesting conditions
(for example, profitability, sales growth
targets and remaining an employee of the
entity over a specified time period); and

° including the impact of any non-vesting
conditions (for example, the requirement for
employees to save).

Non-market performance and service conditions
are included in assumptions about the number of
options that are expected to vest. The total expense
is recognized over the vesting period, which is
the period over which all of the specified vesting
conditions are to be satisfied. In addition, in some
circumstances employees may provide services in
advance of the grant date and therefore the grant
date fair value is estimated for the purposes of
recognizing the expense during the period between
service commencement period and grant date.
At the end of each reporting period, the Group
revises its estimates of the number of options that
are expected to vest based on the non-marketing
performance and service conditions. It recognizes
the impact of the revision to original estimates, if
any, in the income statement, with a corresponding
adjustment to equity.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Employee benefits (continued)

(b)

Share-based compensation (continued)

When the options are exercised, the Company
issues new shares. The proceeds received net of any
directly attributable transaction costs are credited
to share capital (nominal value) and share premium.

2.23 Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts returns and
value-added taxes. The Group recognizes revenue when
the amount of revenue can be reliably measured; when
it is probable that future economic benefits will flow to

the entity; and specific criteria have been met for each

of the Group’s activities as described below. The Group
bases its estimates of return on historical results, taking
into consideration the type of customer, the type of
transaction and the specifics of each arrangement.

(a)

Sales of goods

Sales of goods are recognized when a group
entity has delivered products to the customer,
the customer has accepted the products and
collectability of the related receivables is reasonably
assumed.

Delivery does not occur until the products have
been delivered to the specified location, the risks
of obsolescence and loss have been transferred to
the customer, and either the customer has accepted
the products in accordance with the sales contract,
the acceptance provisions have lapsed, or the
Group has objective evidence that all criteria for
acceptance have been satisfied.
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Notes to the Consolidated Financial Statements

mEMBRRME

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Revenue recognition (continued)
(b) Interest income

Interest income is recognized on a time-proportion
basis using the effective interest method. When
a receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being
the estimated future cash flows discounted at
original effective interest rate of the instrument,
and continues unwinding the discount as interest
income. Interest income on impaired receivables is
recognized using the original effective interest rate.

(c)  Dividend income

Dividend income is recognized when the right to
receive payment is established.

2.24 Research and development costs

Research expenditure is recognized as an expense as
incurred. Costs incurred on development projects (relating
to the design and testing of new or improved products)
are recognized as intangible assets when the following
criteria are fulfilled:

(@) it is technically feasible to complete the intangible
asset so that it will be available for use or sale;

(b) the management intends to complete the intangible
asset and use or sell it;

(c)  there is an ability to use or sell the intangible asset;

(d) it can be demonstrated how the intangible asset
will generate probable future economic benefits;

(e) adequate technical, financial and other resources
to complete the development and to use or sell the
intangible asset are available; and

(f)  the expenditure attributable to the intangible asset
during its development can be reliably measured.

Capitalized development costs are recorded as intangible
assets and amortized from the point at which the asset is
ready for use on a straight-line basis over its useful life,
not exceeding five years.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.24 Research and development costs (continued)

2.25

2.26

2.27

Other development expenditures that do not meet
these criteria are recognized as an expense as incurred.
Development costs previously recognized as an expense
are not recognized as an asset in a subsequent period.

Development assets are tested for impairment annually.
No development costs had been capitalized for the year
ended 31 March 2014 (2013: Nil).

Operating lease

Leases where a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are charged to the consolidated income statement
on a straight-line basis over the period of the lease.

Government grants

Grants from the government are recognized at their fair
value where there is a reasonable assurance that the
grants will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognized in the consolidated income statement over
the period necessary to match them with the costs that
they are intended to compensate.

Government grants relating to property, plant and
equipment are included in non-current liabilities as
deferred government grants and are credited to the
consolidated income statement on a straight-line basis
over the expected lives of the related assets.

Dividend distribution

Dividend distribution to the Company‘s shareholders is
recognized as a liability in the Group’s and Company’s
financial statements in the period in which the final
dividends are approved by the Company’s shareholders
and interim dividends are approved by the Company’s
Board of Directors.
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(All amounts in HK dollar thousands unless otherwise stated)

3.

130

FINANCIAL RISK MANAGEMENT

8.1

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 Group does not have any
significant price risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimize potential adverse effects
on the Group’s financial performance.

Risk management is carried out under the policies
approved by the Board of Directors. The Group identifies
and evaluates financial risks in close co-operations with
its operating units. The Board provides principles for
overall risk management, as well as policies covering
specific areas, such as foreign exchange risk, interest rate
risk, credit risk and investing of excess liquidity.

(@) Market risk
(i) Foreign exchange risk

The Group mainly operates in Hong Kong
and Mainland China and is exposed to
foreign exchange risk primarily through
financial instruments that are denominated
in a currency other than the functional
currency in which they are measured. The
functional currency of the PRC subsidiaries
is RMB, and the functional currency of the
HK subsidiaries is HKD. The foreign exchange
risk of the Group primarily arises from the
receivables held by the HK subsidiaries which
are denominated in RMB. The exchange rate
of HKD against RMB and cash repatriation
from the PRC are subject to the rules and
regulations of foreign exchange control
promulgated by the PRC government. The
Group did not have other significant exposure
to foreign exchange risk as the majority of
the subsidiaries of the Group are operated in
the PRC and most of their transactions are
denominated in RMB and the value of RMB
has been appreciating against HKD in recent
years.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(a)  Market risk (continued)

()

(if)

Foreign exchange risk (continued)

If RMB had strengthened/weakened by
5% against HKD during the year ended 31
March 2014, with all other factors remaining
unchanged, the profit after income tax for
the year would have been affected as follows:

Group REHE
— Strengthened by 5%
— Weakened by 5%

Company PN

— Strengthened by 5%

— Weakened by 5%

Cash flow and fair value interest rate risk

Other than deposits held in banks, the Group
does not have significant interest-bearing
assets. Fluctuation of market rates does not
have a significant impact to the Group’s
performance.

The Group's exposure to changes in interest
rates is mainly attributable to its borrowings
which are at floating rates, and expose the
Group to cash flow interest-rate risk.

At 31 March 2014, if interest rates on
borrowings had been 2 percentage points
higher/lower, with all other variables held
constant, there would be no material impact
to the profit for the year.
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(All amounts in HK dollar thousands unless otherwise stated)

3.

132

FINANCIAL RISK MANAGEMENT (continued)

8.1

Financial risk factors (continued)

(b)

Credit risk

Credit risk is managed on a group basis. Credit risk
arises from cash and cash equivalents, deposits with
banks and financial institutions, credit exposure
to customers and related parties arising from
outstanding receivables.

As at the reporting dates, all the Group’s cash and
cash equivalents and short-term time deposits are
placed in high quality financial institutions without
significant exposure to credit risk.

The Group currently sells substantially all its
flavours, fragrances and reconstituted tobacco
leaves products in the PRC domestic market. Credit
is granted for a period up to 6 months to the
major customers. The credit period is determined
according to an assessment made on the financial
conditions and past payment history of these
customers with the approval obtained from senior
management. As at 31 March 2014, the 5 largest
debtors accounted for 45% (2013: 31%) of total
trade receivables balance of the Group.

The Directors are of the view that most customers
with outstanding balances as at 31 March 2014
are either existing customers with a long business
relationship with the Group and/or reputable
companies in the industry. The risk of credit default
is considered to be low and accordingly, the
provision for doubtful debts as at 31 March 2014
amounting to approximately HKD7,787,000 (2013:
HKD7,356,000) is considered adequate to cover any
significant potential credit risk.

The Company also recorded some balances due
from subsidiaries. The Directors do not consider
that there is significant credit risk arising from these
balances in light of the past repayment history and
operations of these subsidiaries.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(9}

Liquidity risk

Cash flow forecast is performed in the operating
entities of the Group. The Directors monitors rolling
forecasts of the Group’s liquidity requirements to
ensure it has sufficient cash to meet operational
needs and that the Group does not breach
borrowing covenants on its borrowing facilities.
Such forecasting takes into consideration the
Group's debt financing plans, covenant compliance,
compliance with internal statement of financial
position ratio targets and if applicable, external
regulatory or legal requirements — for example,
currency restrictions.

The table below analyzes the Group’s and the
Company'’s financial liabilities into relevant maturity
groupings based on the remaining period at the
balance sheet date to the contractual maturity
date. The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances due
within 12 months equal their carrying balances, as
the impact of discounting is not significant.

At 31 March 2014

Borrowings (including accrued interest)

Trade and other payables excluding
statutory liabilities and advance

At 31 March 2013

Borrowings (including accrued interest)

Trade and other payables excluding
statutory liabilities and advance

As at 31 March 2014, the Group’s net current assets
is HKD4,068,533,000 (2013: HKD2,896,047,000).
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Notes to the Consolidated Financial Statements
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(All amounts in HK dollar thousands unless otherwise stated)

3. FINANCIAL RISK MANAGEMENT (continued)

3.2

3.3

Capital risk management

The Group’s objectives when managing capital are to
safeguard its ability to continue as a going concern in
order to provide returns for shareholders and benefits
for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The operating cash inflows of the Group are sufficient
for investing activities including acquisition of new
businesses.

The Group monitors its capital risk based on the
debt-to-equity ratio. This ratio is calculated by dividing
the net debt by the total owners’ equity. As at 31 March
2014, the Group's net debt is zero (2013: zero), which
is calculated as total borrowings (including current and
non-current borrowings) less cash and cash equivalents.
Therefore the Group’s debt-to-equity ratio is zero as at 31
March 2014 and 2013.

Fair value estimation

The following analyzes financial instruments carried at
fair value, by the level of inputs to valuation techniques
within a fair value hierarchy. The different levels have
been defined as follows:

- Quoted price (unadjusted) in active markets for
identical assets or liabilities (level 1);

- Inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that
is, derived from prices) (level 2);

- Inputs for the asset or liability that are not based
on observable market data (that is, unobservable
inputs) (level 3).
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

3. FINANCIAL RISK MANAGEMENT (continued)

3.3

3.4

BE5

Fair value estimation (continued)

The financial assets of level 3 within the fair value
hierarchy as at 31 March 2014 and 2013 were the
available-for-sale financial assets, of which the changes
for the year ended 31 March 2014 and 2013 are
presented in Note 12. There were no transfers into or out
of level 3.

Other than available-for-sale financial assets, there are no
financial instruments that were measured at fair value as
at 31 March 2014 and 2013.

Market approach is adopted in valuation of
available-for-sale financial assets. There were no changes
in valuation techniques during the year.

Group's valuation processes

The Group’s finance department includes a team that
performs the valuations of financial assets required for
financial reporting purposes with the assistance of an
independent valuer when necessary, including level 3 fair
values. This team reports directly to the chief financial
officer (“CFO").
results are held between the CFO and the valuation team
at least once every six months, in line with the Group’s
reporting dates.

Discussions of valuation processes and

Fair value of financial assets and liabilities measured
at amortized cost

The fair values of financial assets and liabilities measured
at amortized cost approximate their carrying amounts.
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136

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgments are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

4.1

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning

the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.

(a)

Impairment of goodwill

The Group tests annually whether goodwill
has suffered any impairment in accordance
with the accounting policy stated in Note 2.9.
The recoverable amounts of CGUs have been
determined based on value-in-use calculations.
These calculations require the use of estimates
(Note 8).

If the budgeted gross margin or estimated pre-tax
discount rate used in the value-in-use calculation
for the CGUs of flavours had been 27 percentage
points lower or 6 percentage points higher than
management’s estimates at 31 March 2014
respectively, with all other assumptions remaining
unchanged, the Group would not have recognized
impairment of goodwill.

If the budgeted gross margin or estimated pre-tax
discount rate used in the value-in-use calculation
for the CGUs of reconstituted tobacco leaves had
been 11 percentage points lower or 9 percentage
points higher than management’s estimates at 31
March 2014 respectively, with all other assumptions
remaining unchanged, the Group would not have
recognized impairment of goodwill.
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(All amounts in HK dollar thousands unless otherwise stated)

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.1 Critical accounting estimates and assumptions
(continued)

(a)

(b)

Impairment of goodwill (continued)

If the budgeted gross margin or estimated pre-tax
discount rate used in the value-in-use calculation
for the CGUs of fragrances leaves had been 7
percentage points lower or 5 percentage points
higher than management’s estimates at 31 March
2014 respectively, with all other assumptions
remaining unchanged, the Group would not have
recognized impairment of goodwill.

Dividends policy of subsidiaries

According to the relevant regulations of the
Corporate Income Tax Laws, when a foreign
investment enterprise distributes dividends out of
the profits earned from 1 January 2008 onwards
to its overseas investors, it will be subject to
withholding income tax. The applicable withholding
income tax rate varies with the origin of the
overseas investors.

The Directors 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 had been provided based on 5% of the
estimated profits to be remitted to Hong Kong.

As at 31 March 2014, deferred income tax
liabilities of HKD304,462,000 (31 March 2013:
HKD231,879,000) have not been recognized for
the withholding tax that would be payable on the
undistributed profits of certain PRC subsidiaries.
The Directors have determined not to distribute
these earnings.

The Directors will regularly review the funding
requirements of the Group and thus revise the
dividend distribution policy of its subsidiaries as
appropriate.
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SEGMENT INFORMATION

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

(1) Flavours;
(2)  Fragrances; and
(3) 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.
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mEMBRRHME
(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
5. SEGMENT INFORMATION (continued) 5. 7HER (&)
The segment information for the year ended 31 March 2014 is HE-_ZT-—NE=-A=1+—BHULFEZHIHE
presented below: B2F0T -

Year ended 31 March 2014
BE-_Z-ME=A=+-HLEE
Reconstituted
tobacco Total
Flavours Fragrances leaves  segments Corporate Total

RABREN ARERER EEER &R A st

Total turnover meEsE 3,164,888 84,688 1,070,170 4,319,746 - 4,319,746
Inter-segment sales DEEEHE (81,969) (13) (339) (82,321) - (82,321)
Segment turnover - net DEEEE - B8 3,082,919 84,675 1,069,831 4,237,425 - 4,237,425
Segment result DL 1,967,077 7,760 422,683 2,397,520 (20,276) 2,377,244
Finance income BITSIA 54,352
Finance costs BE KA (11,997)
Finance income - net FEMA — B8 42,355
Share of loss of associates  JE{GHEE N 7] & 2L R H

and a jointly controlled BERERE

entity (2,354)
Profit before income tax S| 2,417,245
Income tax expense PR (420,381)
Profit for the year KEEBF 1,996,864

As at 31 March 2014
R-Z-WME=A=+-H
Reconstituted
tobacco Total
Flavours Fragrances leaves  segments Corporate Total

RREREN AABERER BEEER D& A Azt

Segment assets PEEE 6,832,773 167,256 3,377,290 10,377,319 31,087 10,408,406

Huabao International Holdings Limited EEERZERERA R 1 3 9
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5.

140

SEGMENT INFORMATION (continued)

The segment information for the year ended 31 March 2013 is

presented below:

(Bx

5.

AERPEIN

DERE R ()

ABEEZBRIABETTIIR)

(ET R =F A=+ HIFEZOHE

B2

Year ended 31 March 2013

BE-T-=£=A=1+—-RItEE

Reconstituted
tobacco Total
Flavours ~ Fragrances leaves  segments Corporate Total
RABREN AREREN BEER s oA st
Total turnover R 3,044,411 166,887 483,173 3,694,471 - 3,694,471
Inter-segment sales D EEIEE (46,916) (1,615) = (48,531) - (48,531)
Segment turnover — net DEPE T — FE 2,997,495 165,272 483,173 3,645,940 - 3,645,940
Segment result P EBELE 1,887,719 9,074 152,523 2,049316  (24,648) 2,024,668
Finance income BT 41,277
Finance costs Bh & Ak AN (19,079)
Finance income - net B — F58 22,198
Share of profit of associates & {5 = A &) 2 7] 538
Profit before income tax FR 35 B 22 A 2,047,404
Income tax expense FT5H (314,804)
Profit for the year TEEER 1,732,600
As at 31 March 2013
—=f=A=t-H
Reconstituted
tobacco Total
Flavours ~ Fragrances leaves  segments Corporate Total
RABREEN BREREN BEER s Fat o
Segment assets PEBEE 5,791,611 221,972 2,754,219 8,767,802 114,991 8,882,793

Huabao International Holdings Limited ZEEKEIZERERA T
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SEGMENT INFORMATION (continued)

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

The total of non-current assets, other than financial instruments
and deferred tax assets, of the Group as at 31 March 2014 and
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 amounted to 20% (2013: 25%) of the Group’s total
revenue. These revenues are attributable to flavours segment.

e M BRRME

(BABHBESN - AESBABETTIIR)

o EER ()
AHEERAREDP AN EPLEEE
ERDEZE - MARA - BHRA R
ERRRAREHERY 24 - WO HERE
ERASBRARNTEESBZERAMAEE
WERFE LTI -

BREBMTAMBELEMEREERIN  R-F—
mE=A=+-AR=-F-=F#=F=t+—H
AEENFRBDEERBEIEMREA -

KEIIBEFHRAETRZRFEHERMER
REREMREESH TERAER -

PR B A B8 —HNERE P YU A A 2 B 48 Uk
AHI20% (ZZF—=4F : 25%) c @& AR
HRABBERDHELEN -
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6.

142

(BRABHBES - AESBABETTIIR)

PROPERTY, PLANT AND EQUIPMENT - GROUP 6. WX  KBBRRE-L£EEH
Furniture,
Plant and Motor fixtures and Leasehold  Construction
Note Buildings  machinery vehicles  equipment improvements in progress Total
Gl £8

i BF  HERSE RE e HELE EEIR @t
At 1 April 2012 R-E-—EmA-H
Cost kA 434,281 332,064 67,109 127,215 16,704 495292 1,522,665
Accumulated depreciation 2:E (118,121)  (183,300) (31,982) (65,962) (7,918) - (407,283)
Net book value FEFE 366,160 148,764 35,127 61,253 8,786 495292 1,115,382
Year ended 31 March 2013 HZ-E-=£=f§

St-HLEEE
Net book value at 1 April REA-RREFE 366,160 148,764 35,127 61,253 8,786 495292 1,115,382
Additions NE 535 23,524 10,561 22,613 2,378 357,130 416,741
Transfers &Y 267,000 421,291 - 31,796 A (721,058) -
Acquisition of a subsidiary WENRBA - 3,999 85 2 - - 4,086
Disposals HE (1,253) (2,782) (199) (1,041) - - (5,275)
Depreciation Vil 24 (26,695) (38,550) (8,317) (14,153) (2,037) - (89,752)
Currency translation differences §##E =8 1,126 (1,234) 89 (475) 1,246 1876 2,628
Net book value at 31 March  R=A=+—BEEFE 606,873 555,012 37,346 99,995 11,344 133240 1,443,810
At 31 March 2013 R=B-=£=B=t-A
Cost kA 752,213 727,649 17,237 175,854 21,875 133240 1,888,068
Accumulated depreciation 25HE (145,340) (172,637) (39,891) (75,859) (10,531) - (444,258)
Net book value REFE 606,873 555,012 37,346 99,995 11,344 133240 1,443,810
Year ended 31 March 2014 EZ-3-1%
ZBEt-HLEE
Net book value at 1 April REA—BEREFE 606,873 555,012 37,346 99,995 11,344 133240 1,443,810
Effects on change of accounting €3t HEE T M52
policy 2.2(d) - (267) - (138) - - (405)

Additions AE 1,896 34,691 9,495 10,504 2,962 54,657 114,205
Transfers &Y 2,11 61,802 847 2,880 - (68,240) -
Disposal of a subsidiary HENBAR (3,349) (3,379) (206) (81) - - (7,015)
Disposals e - (827) (10) (176) - - (1,013)
Depreciation nE 24 (36,908) (74,398) (9,992) (19,790) (2,467) - (143,555)
Currency translation differences SH##AE % 10,790 8,246 645 1,286 207 (1,704) 19,470
Net book value at 31 March ~ R=A=+—BEEFE 582,013 580,880 38,125 94,480 12,046 117,953 1,425,497
At 31 March 2014 R-g-mE=A=1-H
Cost KA 766,269 825,529 87,170 186,960 25,006 117,953 2,008,887
Accumulated depreciation Z:E (184,256)  (244,649) (49,045) (92,480) (12,960) - (583,390)
Net book value REFE 582,013 580,880 38,125 94,480 12,046 117,953 1,425,497
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6. PROPERTY, PLANT AND EQUIPMENT - GROUP 6. ¥ - #BERH%HE — &EE (&)
(continued)

Depreciation was recorded in the following categories: MERUT A :

Year ended 31 March
BE=A=+—BHLEFE

Note 2014 2013

B &E —E-HNF —T—=F
Manufacturing overheads BUEEA 69,094 46,212
Selling and marketing expenses SHE MR 2,769 2,558
Administrative expenses TRER 71,692 40,982
Total depreciation e 24 143,555 89,752

7. LAND USE RIGHTS - GROUP 7. ITHERAE-XKEE

The Group’s interests in land use rights represent prepaid REERTEAENER RENKEEES -
operating lease payments and their net book values are HEERmFEITEAT :

analyzed as follows:

As at 31 March

R=BA=+—H
2014 2013
—E-mF —T—=
Outside Hong Kong, held on: EBRBBINZUATEHIFEH
Leases between 10 to 50 years 10Z=50F ML 200,247 204,045
Year ended 31 March
BZE=A=1+—HLEE
Note 2014 2013
B aE —ET—mF —E—=fF
At 1 April R A—A 204,045 209,233
Additions NE 367 272
Disposal of a subsidiary HEME AR (1,168) -
Amortization By 24 (6,346) (6,101)
Currency translation differences EMmE =R 3,349 641
At 31 March R=A=+—H 200,247 204,045
Huabao International Holdings Limited EEERIZERERA T 1 43
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8.

144

(BRABHBES - AESBABETTIIR)

INTANGIBLE ASSETS — GROUP 8. EFEE-F+5KE
Non-
Trademarks Customer ~ competition Computer
Goodwill and licences relationships  agreement Software Patents Total
BE BERFTE RFBE  FRIHE EHEH EA &t
Note
lif: (a) (b)
At 1 April 2012 R=2-=%mA-A
Cost R 2,652,049 133,255 272,390 4,838 2,402 20,022 3,085,006
Accumulated amortization 2EEE = (17,971) (122,857) (2,208) (1,061) (8,934)  (153,031)
Net book value REE 2,652,049 115,284 149,533 2,680 1,341 11,088 2,931,975
Year ended 31 March 2013  BZ=3-=%
ZR=t-HLEE
Net book value at 1 April REA—BREFE 2,652,049 115,284 149,533 2,680 1,341 11,088 2,931,975
Additions RE - - - - 288 13 401
Acquisition of a subsidiary REHBAR 13,993 - - - - 2,582 16,575
Amortization B 24 = (7,693) (28,635) (494) (423) (6,679) (43,924)
Currency translation differences §HAE =S 20,330 387 (32) 5 3 25 20,718
Net book value at 31 March ~ W=A=+—-BEEFE 2,686,372 107,978 120,366 2,191 1,209 7129 2,925,745
At 31 March 2013 RZB-Z%=H=+-A
Cost KA 2,686,372 133,760 273,018 4,893 2,663 2817 3,123,523
Accumulated amortization 2ETE - (25,782) (152,152) (2,702) (1,454) (15,688)  (197,778)
Net book value BEFE 2,686,372 107,978 120,866 2,191 1,209 7129 2,925,745
Year ended 31 March 2014 HZ=Z-m&E
ZR=t-HLEE
Net book value at 1 April REA-BREFE 2,686,372 107,978 120,866 2,191 1,209 7129 2,925,745
Additions HE = - - - 532 3 575
Amortization #iE 24 - (7,944) (29,533) (536) (698) (4,468) (43,179)
Currency translation differences E%HAE =% 45,995 1,966 1 - 20 301 48,289
Net book value at 31 March ~ R=R=1+—BEHEEFE 2,732,367 102,000 91,340 1,655 1,063 3,005 2,931,430
At 31 March 2014 R-ZE-ME=R=1-H
Cost KA 2,732,367 136,209 276,098 4,893 3,204 23,258 3,176,029
Accumulated amortization 2ETE - (34,209) (184,758) (3.238) (2,141) (20,253)  (244,599)
Net book value REFE 2,732,367 102,000 91,340 1,655 1,063 3,005 2,931,430
Amortization is included in administrative expenses in the BEOEERERaRNITHERA -

consolidated income statement.
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8. INTANGIBLE ASSETS — GROUP (continued)

(a)

Goodwill is mainly attributable to the anticipated
profitability of operations, the anticipated future
operating synergies and enlarged market share. Goodwill
is allocated to the Group’'s CGUs identified mainly
according to the operating segments.

The goodwill is allocated as follows:

(BRABHAEN -

e M BRRME

PR FABE T TIIR)

8. B|LEE-+A5MH (&)

(a)

BEIEAKLERHNAEHBNMR -
TEHA B R R4S 2 15 R R A 4 K B T 45
MERE - AEBZEHEI2REHEE
BAHEEZERSELET -

BENEMNBEZ5IT

As at 31 March

R=A=1-H
2014 2013
“E-Mm% “E-=F

Reconstituted Reconstituted

tobacco tobacco
Flavours  Fragrances leaves Total Flavours Fragrances leaves Total
RAZEEN HAEREHR EEER At RBEARER HREREH EEER &t
Goodwill G 1,488,251 55,499 1,188,617 2,732,367 1,464,615 54,511 1,167,246 2,686,372

The recoverable amount of a CGU is determined based
on value-in-use calculations. These calculations use
pre-tax cash flow projections based on financial budgets
approved by management covering a ten-year period
(2013: ten-year period) as management believes that
the cash flow of the Group is comparatively stable and a
forecasted period longer than five years is feasible. Cash
flows beyond the ten-year period are extrapolated using
the estimated growth rates below. The growth rate does
not exceed the long-term average growth rate for the
businesses in which the CGU operates.

The key assumptions used for value-in-use calculations
are as follows:

FERSE L BT AR E S 7RI IARE
REEFE ARNEEER/AKEN
REemBEHRE - ATARRKEH
(BBLF) WASR  DARBAERE
REREEHENI10FRUEEE A
At BRAERIREREFE (ZF—=
FI0FH) - BATFHNRERE
AT FRERIIRAOT « ZIER
XN EBBRSENE T ZEBK DL
ENRBTFHERE -

ERBEFENEZZMEMOT

As at 31 March

R=A=1+-H
2014 2013
—B-mE —F-=4
Reconstituted Reconstituted
Flavours Fragrances tobacco leaves Flavours Fragrances  tobacco leaves
RAEREN BRAERER E5Es RETREEH HREREM EEER
Gross margin EF= 76% 42% 56%-60% 74% 42% 56%-60%
Growth rate BEX 5% 5% 3% 5% 5% 3%
Discount rate B % 13.5% 13.5% 15% 13.5% 13.5% 15%

Huabao International Holdings Limited EEERIZERERA T

2013-2014 Annual Report =R

145



Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

8.

146

INTANGIBLE ASSETS - GROUP (continued)

(a)

(b)

(continued)
These assumptions have been used for the analysis of
each CGU within the operating segment.

Management determined budgeted gross margin based
on past performance and their expectations for the
market development. The discount rates used are pre-tax
and reflect specific risks relating to the relevant segments.

After assessing the cash flow projections of the
various CGUs, the Directors considered that there is no
impairment of the goodwill as at 31 March 2014 and
2013.

Trademarks represent the Peacock, Xinghu and Samshiang
trademarks.

INVESTMENTS IN AND BALANCES WITH
SUBSIDIARIES - COMPANY

(a)

(b)

Investments in subsidiaries

(BRABHBES - AESBABETTIIR)

8. B|LEE-+A5ME (&)

(@ (&
ERRJREAAREEDHFNEEES
EHETNDOMA -

EEERBBENFRAREHMERR
MR HREE R EME - FTAMBAEX
ABBILRRE B BN ERR

EFEZERSEHETHRSRIEA
% BERAR-_T-HNFR-T—=
FZA=t - HEBLEME -

(b) MRTDIEILE  EMORRILEEEE -

9. RMIBARIZREREHEZEM - X
NG|
(a) MEBARZRE
As at 31 March

R=BA=+—H
2014 2013
—F-mE —T=F
Investments at cost — unlisted shares BB AE—IE LR D 1,245,085 1,245,085

The balances with subsidiaries are unsecured,
interest-free, denominated in HKD and repayable on
demand. The fair value of the balances with subsidiaries
approximate to their carrying value. None of the balances
is either past due or impaired.

Huabao International Holdings Limited ZEEKEIZERERA T
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10.

e M BRRME

(BABHBESN - AESBABETTIIR)

INVESTMENTS IN ASSOCIATES - GROUP 10. REEENRIZRE — F5£H
The Group has interests in two individually immaterial RZZE—NER-T—=F=A=+—H" ' &
associates as at 31 March 2014 and 2013. The following table £ B 7AW {E S JE i 51 8 K O B & D B S AE
analyzes, in aggregate, the movement of carrying amount of @ NRARNSERZERE A AANKRERE
the Group’s investment in these associates, and its share of RZEHE RN BIEEEN ST REEZH
results of these associates. DT e
An analysis of the movement of equity investments in REEE R RERREZH AT ¢
associates is as follows:
Year ended 31 March
BE=ZA=1t—-HLHEE
Note 2014 2013
B &E —E-HNF —T—=F
At 1 April R A—H 102,299 101,545
Share of (loss)/profit of associates  fE{FE:& AR (B518),/ &7 31 (3.239) 538
Capital injection in Guizhou FEBEMNERBSER K

Huangguoshu Jinye Technology BRAR ([EREEE])

Co., Ltd. (“Huangguoshu Jinye”) 138,136 =
Dividends declared FIRRE - (461)
Currency translation differences ERHmE =R 1,848 677
At 31 March R=A=+—8 239,044 102,299
(@) As at 31 March 2014, the Group had interests in the (@ M-ZE—WFE=A=+—H ' XEER

following associates : ATE SN EIEA R
% of
Country of ownership
Name incorporation Interests Principal activities
5B Eatila VA= ES FrisEmE ALt FTEEK
Henan Jinrui Flavours PRC 25% Production and sale of tobacco

Co., Ltd. ("Henan Jinrui’) A
AEehamatt AR AR

(MAEEm])
Huangguoshu Jinye PRC
mREE a3

flavours and fragrances and fine

chemicals products
FERHEERABBENR

B TE®

40% Pre-operating
EmAET
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(All amounts in HK dollar thousands unless otherwise stated) (BrBBEHRBPEIN  FTESBEABETILIIR)

11. INVESTMENT IN A JOINTLY CONTROLLED 11. RIEFE4IER RE — X&H
ENTITY - GROUP

The Group has interests in one immaterial jointly controlled RZZTE—NF=A=+—0H  AEER—E1
entity as at 31 March 2014. The following table analyzes the #Eﬁﬁ? LREHEREAER - TRALS

movement of the carrying amount of the Group’s investments 7RI G E BE 1R & R B R 5% RE S
in this jointly controlled entity, and its share of results of this ET‘E‘%TE{&%FE’JEE@TE“@E’U%W

jointly controlled entity.

RERZERIEBHNERREZBHTAT ¢

An analysis of the movement of equity investments in jointly
controlled entity is as follows:

Year ended 31 March
BZ=A=1+—HLFE

148

Note 2014 2013
L —E-mEF —_E-=F
At 1 April REA—H = -
Effect of change in accounting B REENTE
policy 2.2(d) 7,192 -
Share of profit of a jointly FE{L K EEHI T 2 BT
controlled entity 31 885 =
Dividend declared TR S (768) -
Currency translation differences BlHmE R 133 =
At 31 March R=A=+—H 7,442 -
(@) As at 31 March 2014, the Group had interests in the (a) RZZE—HMNF=A=+— REER

following jointly controlled entity :

E' ,
LA #£ ITT HEREA RS

% of
Country of ownership
Name incorporation Interests Principal activities
=L R AETER FEERESL FEER
Yunnan Qingtian PRC 49% Manufacture and sale of flavours
ERE R h and fragrances
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12. AVAILABLE FOR SALE FINANCIAL ASSETS - 12. At HELREE X &EH
GROUP

Year ended 31 March
BE=A=1+—HLFE

Note 2014 2013
ks —E-mEF ZE—=F
At 1 April WIA—H 67,648 65,931
Additions for the year AN E AN 4,237 1,230
Net fair value change recorded ARFEED AR
in equity 19 81,380 229
Currency translation differences B E =R 1,239 258
At 31 March MR=A=+—H 154,504 67,648
Available-for-sale financial assets include; A EeMEERE
As at 31 March
R=A=+—H
2014 2013
—E-mF —T—=
Unlisted equity investments: ELEMERKE  ARE
at fair value 154,504 67,648
Available-for-sale financial assets are all denominated in RMB. AHEESHEEUARBIE - SEcME
None of these financial assets is impaired. EERE -
Huabao International Holdings Limited EEERIZERERA T 1 49
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13. DEFERRED INCOME TAX ASSETS/LIABILITIES -

GROUP

The movement in the deferred income tax is as follows:

Deferred income

(BR=BHBEN -

EEFFSHEBMT

ABEEZBRIABETTIIR)

13. BEEFREHEE Af - F~KH

tax assets Deferred income tax liabilities
BEMEHEE BEFEHEE
Withholding
income tax
Valuation on dividends
Unrealized surplus of expected to be
profits assets and  remitted from
arising from recognition  group entities
intra-group  of intangible incorporated in
Note sales assets the PRC Total
£BR
£BR AR EE R
AEEHEE BEETME ATEHELN
FREEH BHREK  REMELZ
(s REREF BEENER HRAEH st
At 1 April 2012 R-ZZE——FMA—H 44,436 66,004 6,784 72,788
Acquisition of a subsidiary — WEEHIBA Al - 646 - 646
Recognized in reserves REHEER 19 - 3,384 - 3,384
Recognized in the income  RUERER
statement 27 4,080 (8,539) (5,560) (14,099)
Currency translation EikmE =
differences 194 91) - (91)
At 31 March 2013 RZE—=F=R=1+—H 48,710 61,404 1,224 62,628
Recognized in reserves NG 19 = 18,982 = 18,982
Recognized in the income  FAME R FER
statement 27 16,583 (8,931) 21,335 12,404
Currency translation ghgEam
differences 915 (1,338) - (1,338)
At 31 March 2014 RZZE—MNFE=R=+—H 66,208 70,117 22,559 92,676

SERNARFEHEEMEENRSERAFNERR
differences arising from the unrealized profits from intra-group BEMBMEE  HSBUABRREERE
sales, and calculated under the liability method using the tax ERKEBEEEROM LT E YR g
rate which are enacted or substantively enacted by the balance JE °

Deferred income tax assets are recognized for temporary

sheet date.
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13.

DEFERRED INCOME TAX ASSETS/LIABILITIES -
GROUP (continued)

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 to
relevant tax bureau for an approval for enjoying the tax treaty
from the in-charge tax bureau. The Directors 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 had been provided based on
5% of the estimated profits to be remitted to Hong Kong. The
Directors will review the funding requirements of the Group
and revise the dividend distribution policy of its subsidiaries as
appropriate.

As at 31 March 2014, deferred income tax liabilities of
HKD304,462,000 (31 March 2013: HKD231,879,000) have not
been recognized for the withholding tax that would otherwise
be payable on the undistributed profits of certain PRC
subsidiaries.

Huabao International Holdings Limited FHEEEMIZERER AT

e M BRRME

(BABHBESN - AESBABETTIIR)

13. EEFEHEE, SBE-F2H

(%&)

EEFTSH A BTN A R BB B QB AT
BY YR W MERE  THERENERY
BENMNGAESIETEENERMESL &
5 B AR B R A AL A 2 B TR A BE L 3RS
IRBFTESL Z FALRPRSH °

BREEZEARKRRER _ZTLF=A+X
HEBNTBEEEMFIE  A-—TFTN\F—
H—Bi  HECERBIMEEEDIREE -
FRI0% ZREBBFAER - ERFERES
BENHBHE  HPEEEREBREED
R - AIZEBREEAFERS%EU - 8%
S%HEMELIFEBES  AHAFTRERM
ITEVRRBREZTERBHE - EFHEHE
75 L R B K PE BB 8 B 2 3R 0 B AR AR B
THERBBNEEE AR - Bt - ELEMEHR
BETIRTAHNE BB Z BALAS % H) 5 K 5t
H EEHRTAKREZESHFRLERFHE
ME AR ZBREHEEK

R-_E-—ME=A=+—H A"EEIL X
HETHRHARENB ARG ZRDERAF A
RELANBRAGHERELCHSH ARG
7 #304,462,0000C (Z T — = £ B &
231,879,0007T) °
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13. DEFERRED INCOME TAX ASSETS/LIABILITIES - 13. EEFiEMEE BB X & H

GROUP (continued) (#&)
The analysis of deferred income tax assets and deferred income BIEFTIS B ERBBEHSTAT :

tax liabilities is as follows:

As at 31 March

R=BA=+—H
2014 2013
—EB-mF —T-=F
Deferred income tax assets: RIEFTIS T & &=
— to be recovered within 12 months —E+ — @ A Rk 55 66,208 48,710
Deferred income tax liabilities: EEFSRHEE
— to become payable after more than —aERBA+ AR EEARMNID
12 months 61,371 59,531
- to become payable within 12 months — &+ @A RNEEEMNSG 31,305 3,097
92,676 62,628
14. INVENTORIES - GROUP 14. FE — &EE
As at 31 March
R=BA=+—H
2014 2013
—EB-mF —T—=F
At cost: R
Raw materials JRA L 695,400 624,564
Work in progress EEM 10,404 9,722
Finished goods SUAK TR 149,890 68,030
855,694 702,316
The cost of inventories recognized as expense and included BE—S—WE=A=+—BHIEEZFEK
in cost of goods sold and administrative expenses for the AEZABEAW A EERARTHERNS
year ended 31 March 2014 amounted to approximately £ 49 57 #1,050,588,0007T (=& — =4 :
HKD1,050,588,000 (2013: HKD 1,004, 188,000). 1 004,188,0007T) °
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REMBRRME
(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
15. TRADE AND OTHER RECEIVABLES 15. EZRHEMERFIE
As at 31 March
R=A=+-H
Group Company
S| FUNC
Note 2014 2013 2014 2013
Bzt —E-MF —E-=f —E-E —ET—=F

Trade receivables B o EWE (@) 970,628 822,863 = -

Less: Provision for impairment 5 : [E IR ER
of receivables (7,787) (7,356) - -

Trade receivables — net B S EWTIE — B8 962,841 815,507 - -

Notes receivable [ ANES 241,334 118,196 - -

Prepayments and TRITHRIE R E A FE L

other receivables A 89,706 90,317 498 503
Advances to staff STEHK 10,321 4,990 - -
Others Hith 37,197 30,759 - —

1,341,399 1,059,769 498 503

Except for prepayment of HKD39,571,000 (2013: % 78 < BR 7K 75 #639,571,0007T (— B — =4 :

HKD15,220,000), trade and other receivables balances are 75 #£15,220,0007T) S+ B 5 & E M FEUGR

financial assets categorized under ‘loans and receivables’. All SEATERMEWRRIE] - FTEZ S KEM

trade and other receivables are either repayable within one FEUGIATIRN —F AN BAREE - E S

year or on demand. Accordingly, the fair values of the trade REAMEWGIEREERE A EEE

and other receivables approximate to their carrying amounts.

(@) The credit period generally granted to customers ranges (@ BTEPHEEH—MRABOE180H -
from 0 to 180 days. At 31 March 2014 and 2013, R NFEN_T—=F=A=1+—
the ageing analysis of the trade receivables (including H BZEEFE (BEEBATHE
amounts due from related parties which are trade in SEYGRIE) REBEZZAHHNKRED T
nature) based on invoice date was as follows: P(ul N

As at 31 March
R=BA=+—H
Group
rEME
2014 2013
—E-NF =
0 — 90 days 0£290H 840,994 737,855
91 — 180 days 912 180H 86,909 53,875
181 - 360 days 1812360H 20,583 15,439
Over 360 days 360H A 22,142 15,694
970,628 822,863
Huabao International Holdings Limited EEERIZERERA T 1 53
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15. TRADE AND OTHER RECEIVABLES (continued)

154

(a)

(continued)
As at 31 March 2014, trade receivables of
HKD962,841,000 (2013: HKD815,507,000) were fully
performing.

After considering the credit period, trade receivables are
assessed for impairment. As at 31 March 2014, trade
receivables of HKD48,537,000 (2013: HKD47,719,000)
were past due but not impaired. These relate to a number
of independent customers for whom there is no recent
history of default. The ageing analysis of these trade
receivables is as follows:

(BR=BHBEN -

ABEEZBRIABETTIIR)

15. EZRHEMEBWRE (&)

(a)

(&)
R-Z—NME=A=+—H BHEK
FEH962,841,0007T (ZF—=4F : /&
#815,507,0007T) E 2 HERELT °

EREmE  BHESERFTBBETH
BffH - RZE—WOFE=A=+—8"
Z 5 MU 518 4 #648,537,0007T (=&
— =4 : $%47,719,0007T) &£ 2 EH
B ERE - WERBIRZERAR
EHRETCENBIRSE - HEES
FEWRRBRBR D ATEN T

As at 31 March

R=BA=+-—H

Group

AEE
2014 2013
—E-OmF —T—=fF
Past due up to 90 days mHEIZE90H 32,093 33,527
Past due over 90 days BHAEIE90 R 16,444 14,192
48,537 47,719

As at 31 March 2014, trade receivables of HKD7,787,000
(2013: HKD7,356,000) were impaired with full provided.
The individually impaired receivables mainly relate to
customers which had ceased cooperation with the Group
and were not in a position to repay. These receivables are
all aged over one year.

Huabao International Holdings Limited ZEEKEIZERERA T
2013-2014 Annual Report £ %R
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

15. TRADE AND OTHER RECEIVABLES (continued)

(b)

The carrying amounts of the Group’s trade receivables
(including amounts due from related parties which
are trade in nature) are denominated in the following

e M BRRME

(BABHBESN - AESBABETTIIR)

15. ESREMEBEWRE (&)

(b) AEEE SR FEE (25
B A L8 H 5 ERIB) LA T A
By

currencies:
As at 31 March
R=B=+—H
Group
REME
2014 2013
—E—ME —T—=F
RMB AR 955,336 813,105
United States Dollar (‘USD") e 15,007 9,728
HKD e 285 30
970,628 822,863

Movements of the provision for impairment of trade
receivables were as follows:

B IR EBENESINT

Year ended 31 March
BZE=A=1+—HLEE

Group
rEME
Note 2014 2013
B = —E—NEF —=—=
At 1 April HmA—A 7.356 7,175
Provision for impairment on H Z W RO B
trade receivables 24 386 212
Trade receivables written off TS R SH AR LAY
during the year as uncollectible B 5 IR (89) (60)
Currency translation differences e =5 134 29
At 31 March R=A=+—H 7,787 7,356

The creation and release of provision for impaired
receivables have been included in ‘administrative
expenses’ in the consolidated income statement.
Amounts charged to the allowance account are generally
written off when there is no expectation of recovering
additional cash.

HERERUBGREENRIMEDNE S
REGERERT [TTHRER] A - 5tA
BRERFTNEE-—REEBRIEEK
[EBESMNR & B M EH o

Huabao International Holdings Limited #HEEEZERER DT 1 5 5

2013-2014 Annual Report =R



Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

15. TRADE AND OTHER RECEIVABLES (continued)

(b)

(continued)
The other classes within trade and other receivables do
not contain impaired assets.

The maximum exposure to credit risk at the reporting
date is the carrying amount of each class of receivables
mentioned above. The Group does not hold any collateral
as security.

16. CASH AND BANK BALANCES - GROUP AND

156

(BRABHBES - AESBABETTIIR)

15. EZRHEMEBWRE (&)

(b) (&)
B 5 REMBUKRANEMBEREE S
SEREEBE -

EREAEY  EERRNKS AR ARE
AL SREKKENREE - NEE
THRAETAERBEROERR -

16. RITREFRE — FEEREQF

COMPANY
As at 31 March
R=A=+-H
Group Company
AR £27
Note 2013 2014 2013
i3 —E-IF —T-=% —E-IF =%
Cash and cash equivalents HERBEEEY 2,375,345 1,886,183 30,460 114,365
Short-term time deposits RHEHER (a) 437,166 = =
3,181,745 2,323,349 30,460 114,365

(a)

The original maturity of time deposits was one year with
deposit interest rate of 3.3% (2013: 3.3%). The fair
values of the short-term time deposits approximate to
their carrying amounts. None of the deposits is either
past due or impaired.

Cash and bank balances are denominated in the following

(a) EHTETHEZRNRIBEDI—FRE
ERMBERAEIZE (T — =4 :3.3
E) - RHEHEREAERED A ER
A o EFREHEIRE

RITREFRSIATIINERRRTIR

currencies:
As at 31 March
R=B=+-H
Group Company
bS] N
2013 2014 2013
—E-mE —2-=f% —E-F —Z-=Ff
RMB ARKE 3,037,107 2,115,713 329 -
HKD i 106,265 172,818 30,131 114,365
usD ETT 15,632 — -
Euro and others BT R EH Aty 30,867 19,186 = =
3,181,745 2,323,349 30,460 114,365

As at 31 March 2014, the Group’s and the Company’s
maximum exposure to credit risk of cash and bank balances is
their carrying amount.

Huabao International Holdings Limited ZEEKEIZERERA T
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

17. SHARE CAPITAL - GROUP AND COMPANY

(BRABHAEN -

e M BRRME

PR FABE T TIIR)

17. BA&X — AEBERADQT

Ordinary shares of HKD0.10 each
BREERB.I0TZEBR

Number of
Note shares HKD'000
B 5 KRB E BT T
Authorized: JERE
At 1 April 2012, W-ZT——FmA—8 -
31 March 2013 and —E—=F=A=1+—HEK
31 March 2014 —E—NFE=A=+—H 5,000,000,000 500,000
Issued and fully paid: EETRAR
At 1 April 2012 MR-ZE——F/A—H 3,159,850,961 315,985
Repurchase and cancellation 2168 R 7k SH AR 1D
of shares (49,722,000) (4,972)
At 31 March 2013 R-E—=F=H=+—H 3,110,128,961 311,013
At 1 April 2013 R=E—=FmA—A 3,110,128,961 311,013
Repurchase and cancellation 2§ & s SH AR
of shares (a) (8,811,000) (881)
At 31 March 2014 —ET—HmHFE=A=+—H 3,101,317,961 310,132
(@) During the year ended 31 March 2014, the Company (@) REEEZEZZ—MOF=A=+—HIF
repurchased a total of 4,213,000 of its own ordinary B ARBBBEIMABRELNBE

shares through the Stock Exchange at an aggregate
consideration of approximately HKD13,892,000
(excluding transaction costs). All of these 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 year. 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.

Huabao International Holdings Limited EEERIZERERA T

13,892,0007T (T BIER Z K A) [
A 4,213,000 B B L@ - 2 E0 B
Bk R ER R E— A BEEREER
TE—CFZ A=+ —BhAREHEN
4,598,000% + & #£8,811,000/% i 74 £
EaEdH - BERMAS 2RELEH
A& 0 BE A AN R RMR B B F R 0k - [OF
¥z eaaBRsEED R RERAE
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(BR=BHBEN -

ABEEZBRIABETTIIR)

18. SHARE OPTION SCHEME 18. BiR#ETE
On 10 October 2006 and 25 October 2006, the Group granted RZZEEARFETATHEHRERZZZNFE+ A
97,200,000 and 30,400,000 share options with an exercise Z+HAB KANEESD R EE97,200,000 %
price of HKD3.09 per share and vesting periods of 0 to 3 years 30,400,000k BB & # - 1T E AT R B
to employees and directors respectively. On 17 October 2007, 309 R EGEAIROE3F  TEERES
the Group granted 13,900,000 and 3,600,000 share options FRZZFEZELF+A+EH  AEEDBIFES
with an exercise price of HKD6.65 per share and vesting periods 13,900,000 3,600,0000% B& A% 1 © 17 E A
of 0.5 to 3 years to employees and a director respectively. On FlRAE¥e ST REBHATLFEEREIF  TIE
14 April 2008, the Group granted 10,400,000 share options to BR—FEFF - RRZZTTN\FHA+MNA -
two directors with an exercise price of HKD6.39 per share and AEERFTRABEE10,400,000/% FERHE @ 17
vesting periods of 0 to 3 years. The options have a contractual FEAFRAE6IITARFBHAIEIF - &
option term of 10 years. The Group has no legal or contractual AR EERENRAR R TF - NEBEEER
obligation to repurchase or settle the options in cash. The Bek & RE A R AR & T HERRRE - BEARER
fair value of the share options was determined using the A7 B{EMBlack-ScholessFH R AU HER ©
Black-Scholes valuation model.
Movements in the number of share options outstanding during RER - RITHEMBREE 2 &8 R HRRHE 2
the year and their related weighted average exercise prices are INEFHTEEIIRAT
as follows:
Year ended 31 March
BZE=A=t—HLEFE
2014 2013
—E-NEF —E—=F
Weighted Weighted
average Number average Number
exercise price of share exercise of share
in HKD per options price in HKD options
Note share (000) per share ("000)
¥ BREHA MEFY  EREHE
THEESBT (B# TEERT e
BiE (BRE) BAF3) (Bh%st) PATFET)
1 April REA—H 5.23 30,990 5.23 30,990
Lapsed 2R (@) 6.39 (7,000) - -
31 March R=A=+—H 4.89 23,990 5.23 30,990
(@) These represented share options lapsed due to resignation (a) BEREXUESHNRESER -

of a director.

Huabao International Holdings Limited ZEEKEIZERERA T
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(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
18. SHARE OPTION SCHEME (continued) 18. B8 (&)
Share options outstanding as at 31 March 2014 are analyzed as RZZE—NE=A=F+—ARTEBREZS
follows: Mo
Exercise Number of
price in HKD share options
Grantee WEF A per share ("000) Expiry date
TEEER BREHE
€=1.:59) (BT =) KM BH
Directors = 3.09 4,000 24 October 2016
20165 10H24H
Employees B8 3.09 7,600 9 October 2016
2016 10A9H
6.65 8,990 16 October 2017
20174108 16H
6.39 3,400 13 April 2018
20184 H13H
At 31 March 2014 R-ZE—WE=A=+—H 23,990
All share options outstanding as at 31 March 2014 and 2013 RZZE—NER-T—=F=A=+—H" M
are currently exercisable. BARITEAERERIRAER] T1THE
Huabao International Holdings Limited EEERIZERERA T 1 59
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(All amounts in HK dollar thousands unless otherwise stated) (BrBBEHRBPEIN  FTESBEABETILIIR)
19. RESERVES 19. f##E
GROUP
450
Capital ~ Share-based Currency
Contributed Merger Share redemption  compensation  translation
Note surplus reserve premium Treasury shares Capital reserve reserve reserve reserve  Other reserves Total
HRBAER

it RAER  AHER  RORE  BRRE  KAER RAMERR  GMSER RRERRR  AMER it

At1 April 2012 WZ5-2%
RA-A 288,191 (617,160) 5917 - 1677 - ng1 549592 157,308 867,402
Fair value changes on avallable- ~ FJRHESREE
forsale financial asets bl |
Netoftax INNEEE) 1,13 - - - - - - - = (3,155) (3,155)
Appropriations from net profit BB = = = - - - - - 43% 43%
Acquisifon of additionalinterests  aEREl iR
of Qingdao Qingda flom YEEEEX
non-controling inerests s = - - - - - - - 331 3312
Repurchase and cancellation kR
of shares 17 - - - (460) - 5432 - - - 4972
Curency translation differences ~ EHHEEE - - - - - - - 37,730 - 37,730
At 31 March 2013 A=
A=1-A 288,191 617,160) 5917 (460) 1677 5432 ngn 587,322 161,801 914597
At 1 April 2013 RZF—=
MA-A 288,191 (617,160) u59m (460) 1677 5432 usn 587,322 161,801 914597
Effects on change of SRR e
accounting polcy 2.2) - - - - - - - 11 (25) (264)
Fairvalue changes on avalable- i HESREE
forsale financ assets, bl
net of ax DLEEY @ - - - - - - - - 6239 6239
Aopropriations from net profit B EFIER - - - - - - - - 15,475 15,475

Acquisifon of additionalinterests ~ aEiRE R
in Yongzhou Shamseng fom ~~~ EAMILE

non-controling interests Bhes 30(a) - - - - - - - - (948) (948)
Repurchase and cancelltion BERER G
of shares 17 - - - 460 - m - - - 881
Curreny tranlation differences ~ §MHEEZE - - - - - - - 118,195 - 118,195
At31 March 2014 WoE-1E
=A=t-R 288,191 (617,160) u59m - 1677 5853 usn 705,528 238451 1,110,334
(@) The amount before tax is HKD81,380,000 (Note 12), of (@) %Al % &S ¥81,380,0007T (Ff =
which HKD18,982,000 was recognized in reserves as 12) + E A #18,982,0007T B 7 7 #
deferred tax (Note 13). FRERAERESE (MIFE13) -

1 60 Huabao International Holdings Limited #EEFIZRAER AT
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(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)

19. RESERVES (continued) 19. f#E (&)
COMPANY
YN
Capital  Share-based
Contributed Share Treasury Capital ~ redemption compensation
Note surplus premium shares reserve reserve reserve Total
NRABAER
[iE Bfzh BRHEE EFRH Ehfife EARERE  OMERE st
At 1 April 2012 RZE-—EWA-A 288,191 445,977 - 1,677 - 41,817 771,662
Repurchase and cancellation 1B Rzt 4k 13
of shares 17 - - (460) - 5,432 - 4972
At 31 March 2013 RZT-=%
=A=t-H 288,191 445,977 (460) 1,677 5432 41,817 782,634
At 1 April 2013 RZZ-Z%MA-A 288,191 445,971 (460) 1,677 5,432 41,817 782,634
Repurchase and cancellation BB R 517
of shares 17 - - 460 - a1 - 881
At 31 March 2014 RZE-IE
=A=t-H 288,191 445,971 - 1,677 5,853 41,817 783,515
20. RETAINED EARNINGS 20. REEF
Year ended 31 March
BHE=A=t-BL%E
Group Company
A5H KRR
Note 2014 2013 2014 2013
Wizt —E-mE —E=F —E-|mE —2-=F
At 1 April REA—A 6,053,801 5,134,920 1,496,645 1,763,166
Effects on change of accounting policy ~ EHBEE T E 2.2(d) 264 = - =
Profit for the year REEEA 1,977,325 1,716,375 678,501 526,637
Appropriations from net profit B A I (15,475) (4,336) - =
Repurchase and cancellation of shares 088 R AR D (13,937) (199,661) (13,937) (199,661)
Final dividend for the year ended (Z-_E——F=A=1+—H
31 March 2012 IFEE 2 BRRR A - (280,595) - (280,595)
Interim and special dividend for the six ~ HE-T——FAA=1HIt
months ended 30 September 2012 NE A2 E R RIR S - (312,902) - (312,902)
Final and special dividend for the year ~ HZ-Z—=F=A=1+—H
ended 31 March 2013 IFFE 2 HRRAERIRE (378,361) = (378,361) =
Interim and special dividend for the six ~ BE-ZE—=FhAA=1AHIt
months ended 30 September 2013 NEA 2 E R RIRE (358,512) - (358,512) -
At 31 March W=A=+—H 7,265,105 6,053,801 1,424,336 1,496,645
The profit attributable to equity holders of the Company is BREBARARN TR E AEAD 7B &R
dealt with in the financial statements of the Company to the R TR A B 5E A5 678,501,000 (=
extent of HKD678,501,000 (2013: HKD526,637,000). — =4 : #&#¥526,637,0007T) °
Huabao International Holdings Limited EEERIZERERA T 1 6 1
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(All amounts in HK dollar thousands unless otherwise stated) (REEHAEIN - FIAESBEUBETITINR)
21. BORROWINGS 21. EX
As at 31 March
R=A=+-H
Group Company
by VNG|
Note 2014 2013 2014 2013
=3 “E-QmF —F-= “E-QmF —T—=
Current i)
- Secured bank borrowing -~ HEMRTER (@ 15,131 - - -
- Unsecured bank borrowing - BREFTER (b) 515,000 465,000 515,000 465,000
Total borrowings BER 530,131 465,000 515,000 465,000
Movement in borrowings is analyzed as follows: EREHBERINAOT
Year ended 31 March
BE-A=Tt-HLFE
Group Company
by | b N
2014 2013 2014 2013
L —F-= L —F-=
At 1 April REA—H 465,000 927,500 465,000 927,500
New short-term bank borrowing IS HIRITER 65,073 77,500 50,000 77,500
Repayment of bank borrowing BRRITER - (540,000) - (540,000)
Currency translation differences SHAEESR 58 - - -
At 31 March R=A=+—-H 530,131 465,000 515,000 465,000
(@) The bank borrowing was secured by a pledge of (@) FAERBTERTIHHEQRIMNLE
land and buildings located in Hunan Province owned BN AEEN T REFIER
by a subsidiary, Yongzhou Shanxiang. The loan was Wi o ZERAARBREALN - WFER
denominated in RMB and is repayable within one year. —FRIHRAEE - NFRN - ZERTFH
During the year, the average interest rate was 6.30% per FBEAEF6.30E -
annum.
(b)  The unsecured bank borrowing are denominated in HKD (b) EERBTERUBERELN  WFER

and are repayable within one year. During the year, the
average interest rate is 2.39% (2013: 2.47%) per annum.
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21.

22.

Notes to the Consolidated Financial Statements

RE M BHRME
(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
BORROWINGS (continued) 21. EX (&)
Borrowings are financial liabilities categorized under ‘financial ERDEmBERSER Hﬁzfiﬁﬁﬁi$;ﬁriﬁ’]
liabilities measured at amortized cost’. The fair values of the THMBEE] EROEREEEAREBEES
Group’s borrowings approximate their carrying amounts.
Interest expense on bank borrowings for the year ended HE_ZT - NF=A=+—HBLFENRT
31 March 2014 amounted to HKD11,932,000 (2013: ERMEBF /BB, 932 ,0007T (ZE—=
HKD19,016,000). No interest expense (2013: nil) was % : 7%%19,016,0007T) * REAR W& (ZF
capitalized during the year. —=F : \)NEBABEAREL -
TRADE AND OTHER PAYABLES 22. EFRHMENKIE
As at 31 March
R=A=t+—-H
Group Company
iS4 | NG|
Note 2014 2013 2014 2013
i —E-IF —T-=F —E-IF —T-=F%
Trade payables g5 eI (@) 446,029 378,162 - -
Non-trade payables to FESENBHAL
related parties B 33(d) 93,985 123,985 - -
Dividends payable FERTAR B 3,707 2,652 - -
Wages payable ERTE 46,632 19,593 - -
Other taxes payable Hit R HIE 7,663 18,092 - -
Accruals for expenses JEETH% 6,828 13,730 1,972 2,183
Advances from customers BEEAR 2,383 983 - =
Other payables HibENFE 44,867 28,486 330 2,923
652,094 585,683 2,302 5,106
Except for other taxes payable of HKD7,663,000 (2013: Br H fh & {3 B 5108 #67,663,0000T (Z & —
HKD18,092,000), wages payable of HKD46,632,000 =4 : & %18,092 00075) ENTE S
(2013: HKD19,593,000) and advances from customers of 46,632,0007T (== —=4 : %% 19,593,000
HKD2,383,000 (2013: HKD983,000), trade and other payables 7T) &%ﬁ%ﬁﬁﬁm #2,383,0007T (ZF—=
balances are financial liabilities categorized under ‘financial F ¢ #%983,0007T) 4 - B 5 K H Ath B

liabilities measured at amortized cost’. The fair values of trade
and other payables approximate their carrying amounts.
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Notes to the Consolidated Financial Statements

mEMBRRME

(All amounts in HK dollar thousands unless otherwise stated)

22. TRADE AND OTHER PAYABLES (continued)

(@) As at 31 March 2014 and 2013, the ageing analysis of
the trade payables (including amounts due to related
parties which are trade in nature) based on invoice dates

were as follows:

(BRABHBES - AESBABETTIIR)

22. B RHMESKE (F)
(@) RZENFER=ZT—=F=A=1+—
H BZEMHE (REBEBRATNE
SREMNFIE) RIFEZASHORE DT
R

As at 31 March

R=BA=+—H

Group

rEE
2014 2013
—E2-0F —T—=F
0 - 90 days 0£90H 338,224 317,433
91 - 180 days 91£180H 59,860 33,532
181 — 360 days 181£360H 14,558 3,910
Over 360 days 360H A 33,387 23,287
446,029 378,162

(b)  The carrying amounts of the Group’s trade payables
(including amounts due to related parties which are trade
in nature) are denominated in the following currencies:

(b) AEENESEN K (REBBALE
B 5N H0B) MRE B TR A
L

As at 31 March

R=A=+—H

Group

AEE
2014 2013
—E—-mF —E—=fF
RMB AR 433,850 368,847
usD =S 7,271 4,417
HKD Notisd 2,454 1,386
EUR and other BT R H At 2,454 3,512
446,029 378,162

2013-2014 Annual Report £ %R
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(All amounts in HK dollar thousands unless

23.

24.

Notes to the Consolidated Financial Statements
GEMERRME

otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)

OTHER INCOME 23. Hftns

Year ended 31 March

BE=A=1+—HLEFE
2014 2013
—E-E —T—=F
Government grants BRAT2ERh 172,891 147,474
Exchange gain — net PEH e — 5 26,691 8,316
Others Hit 4,989 20,902
204,571 176,692

EXPENSES BY NATURE

24, RUEEDENRAX

Expenses included in cost of goods sold, selling and marketing EROREHEENE  HERTSEERI K
expenses and administrative expenses are analyzed according to THRER  WREEEE (BRHFQ@IRRBES
their nature (with the exception of “research and development Free @ ~e [FRERBEERSZ N FBEF
expenses” which are shown as a single item and analyzed XAETBEERARLREENSRE) W0
according to their nature in note (a) below) as follows: T

Year ended 31 March
BZE=A=+—HLFE

Note 2014 2013
k=g —E-mF —ZT—=F

Depreciation e 6 126,367 77,848
Amortization i) 7.8 44,929 43,858
Changes in inventories of finished UK m AR

goods and work in progress FE# 82,542 (18,418)
Raw materials and consumables used B RAEREME ZHEER 881,195 950,079
Provision for impairment on B oWz

trade receivables BB 15 386 212
Lease rentals e 25,963 18,505
Auditor’s remuneration ZERT & 8,188 7,940
Travelling expenses ERAX 33,954 28,218
Entertainment expenses FE BN A 2 38,420 31,052
Employee benefit expenses EEREFFEX 25 290,397 217,443
Research and development expenses HENERERFRT (a) 243,517 213,491
Delivery expenses B 2 51,875 38,783
Utilities expenses NI 106,562 54,199
Motor vehicle expenses EFHEERAMY 19,764 18,268
Others HAth 110,693 116,486
Total of cost of goods sold, selling EEHE A -

and marketing expenses and SHE R iSHEER X

administrative expenses FMITEE 2,064,752 1,797,964

Huabao International Holdings Limited EEERIZERERA T 1 6 5
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Notes to the Consolidated Financial Statements

mEMRRRMME
(All amounts in HK dollar thousands unless otherwise stated) (BrBBEHRBPEIN  FTESBEABETILIIR)
24. EXPENSES BY NATURE (continued) 24, RMESENFEX (&)
(a) Depreciation, amortization and employee benefit (@) MELEBEAZRBEMNITE « #BEKL
expenses included in research and development expenses RBERANFAZIIRAT :

are set out below:

Year ended 31 March
BEZ=RA=1+—HLFE

Note 2014 2013
B sE —E-mEF —E—=fF
Depreciation e 6 17,188 11,904
Amortization Y 7.8 4,596 6,167
Employee benefit expenses EERBHHX 25 100,384 82,850
25. EMPLOYMENT BENEFIT EXPENSES 25. EEERBRX

Year ended 31 March
BE=RA=1t—-HLFE

Note 2014 2013

BT —Z-MmF —ZT—=F

Wages, salaries and bonus TE& - HEREA 327,265 249,193
Pension costs — defined contribution plans RIRe—TERBHEARE (a) 40,140 29,533
Others HAl 23,376 21,567
390,781 300,293

1 6 6 Huabao International Holdings Limited ZEEKEIZERERA T
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

25. EMPLOYMENT BENEFIT EXPENSES (continued)

(a)

Retirement scheme benefit

The Group operates a MPF Scheme for all the eligible
employees in Hong Kong. The assets of the MPF Scheme
are held separately from those of the Group.

Under the MPF Scheme, the employees are required to
contribute 5% of their monthly salaries up to a maximum
of HKD1,250 per employee and they can choose to
make additional contributions. The employer's monthly
contributions are calculated at 5% of each employee’s
monthly salaries up to a maximum of HKD1,250 (the
‘mandatory contributions’). The employees are entitled to
100% of the employer’s mandatory contributions upon
their retirement at the age of 65 years old, death or total
incapacity.

The Group makes defined contribution to retirement
schemes managed by the local governments in the
Mainland China. It is the local governments’ responsibility
to pay the retirement benefits to those staff who retire.

Furthermore, the Group makes defined contribution
at certain percentage of monthly salary to retirement
schemes managed by the insurance company in
accordance with German rules and regulations. It is the
insurance company’s responsibility to pay the retirement
benefits to those staff who retire. No pension obligation
is required under the Botswana laws and regulations.

Huabao International Holdings Limited EEERIZERERA T

(BRABHAEN -

e M BRRME

PR FABE T TIIR)

25. BEREAFAX (&)

(a)

B EEHBIER
AEBERBEAMAARERRERRILRE
BFHE - BB EERAEERT
REBULDF °

RERBESHE  BREEBAKRAH
5% (= K5 2B %1,2505T) fEH
HER 0 WAREBELBEIMESK o BET
BIEEZREBAHS% (R EAES
#1,2507T) 1B H R ([ sl g 3k d) ©
BEARASTERERK  FHHTEE
K T 1EBE 1 B W BB = 1B 2 2 3P o3t

R

7R ER B [F) R B 4 T BT AT B R ORI
FHEEREREER - T BRFEEER
FZERNEBTERAKE -

AAEETFREEENBREERMER
BAFWETAD LRBBRRQFE
HER - RRARBEETMZSENRE
BX RS o AR ARHEREREM
FERABEBRBIERENEME
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Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated) (BrBBEHRBPEIN  FTESBEABETILIIR)

25. EMPLOYMENT BENEFIT EXPENSES (continued) 25. EEREANEX (E)

(b) Directors’ and chief executive’s emoluments (b) EERHAIME
The remuneration of each director and chief executive's BEFRBENEBEE_ZT—NFE_ZF
for the year ended 31 March 2014 and 2013 are set out —=F=-A=t+—HIEFEzZHEW
below: S &
2014 2013
213 3=
Employer's Employer’s
contribution contribution
to pension to pension
Name of director Note Fees  Salaries Bonus scheme Total Fees Salaries Bonus scheme Total
EEIREK EERRHK
4 R k3 g8 bzl HEES 3t ok e izl HEIRT a3

Executive director: HiES:

Ms. Chu Lam Yiu RiELL @ 993 - - - 9923 9,800 - - - 9,800
Mr. Lau Chi Tak TErk (o) - 54 - 1 55 - 2,400 - 15 2415
Mr. Poon Chiu Kwok ERELE - 2175 - 198 2313 - 217 200 197 2514
Mr. Wang Guang Yu THEEE 1212 569 - 78 1919 1,258 554 314 n 2197
M. Xia Li Qun BfEE 105 1539 - 38 2,602 1,766 647 440 39 2,892
Mr. Xiong Qing s (© - 1,725 - 1 1,736 - 2,300 17 15 2532

Non-executive directors: ¥ 7E%
Mr. Lam Ka Yu HEFEE (d) 83 - - - 8 = = = = =

Independent non- BukinEs:
executive directors:

Dr. Ding Ningning TEERT ) 155 - - - 155 - - - = -

Dr. in Lizuo SUfEL (f) 85 - - - 85 240 - - - 240

Mr. Lee Luk Shiu ks 240 - - - 240 240 - - - 240

Ms. Ma Yun Yan ERLL 240 - - - 240 240 - - - 240

Mr. Wu Chi Keung ity ) 155 - - - 155 - - - = -
19,566 23,070

(a) Ms. Chu Lam Yiu is also the chief executive of the (@ AMFELLTRERDAINME -

Company.

(b) Ceased to act on 8 April 2013. (b) RZF—=FMAN\BBEE -

(o) Ceased to act on 1 January 2014. (© R-F—MF—HA—B8E-

(d)  Appointed on 27 November 2013. (d RZT—=F+—B-+tHEZ®E-

(e)  Appointed on 8 August 2013. € R=F—=FNANBEZE-

(f)  Retired on 8 August 2013. ) R=F-=FNANBERE-

1 68 Huabao International Holdings Limited ZEEKEIZERERA T
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(All amounts in HK dollar thousands unless otherwise stated)

25. EMPLOYMENT BENEFIT EXPENSES (continued)

Notes to the Consolidated Financial Statements

(BRABHAEN -

e M BRRME

PR FABE T TIIR)

25. BEREAFAX (&)

(b) Directors’ and chief executive’s emoluments (b) ESERAIME (&)
(continued)
No directors waived any emoluments during the years HE-_T-—NMFER-T—=F=A=+
ended 31 March 2014 and 2013. —HIEFE  BEEWEEANT -
During the years ended 31 March 2014 and 2013, no BHE_Z—MNMFER-_T—=F=A=+
emoluments had been paid by the Group to the directors —HILFE - AEBE T ERE S
as an inducement to join or upon joining the Group or as SIER DA & Bl #Y) B2 3 1F 4 B B v
a compensation for loss of office. =

(c) Five highest paid individuals () HEBEBRSHFMAL

The five individuals whose emoluments were the highest
in the Group for the year include 3 (2013: 4) directors
whose emoluments are reflected in the analysis presented
above. The emoluments paid and payable to the
remaining 2 (2013: 1) individuals during the year are as
follows:

FA - ERAEEZAERSFMALE
B=f (ZF—=%F 0O REE "M
BEZMESFHBEHENLEX - AFEX
MNFESBMBEAL (ZT—=F: —H)
ZBEmT

Year ended 31 March
BZE=A=1+—HLFE

2014 2013

—ZE-mEF —EF—=F

Basic salaries and allowances HEAF & KERL 7,590 4,644
Contributions to the retirement scheme  :E{RKiEFIET &I 2 121 113
7,711 4,757

The emoluments fell within the following bands:

REZMSELATEHE -

Number of employees

EEAH
2014 2013
—E—-MF —F—=
Emolument bands B <2 &5 [
HKD2,500,001 — HKD3,000,000 712,500,001 % 3,000,0007T 1 =
HKD4,500,001 — HKD5,000,000 74,500,001 %5,000,0007T 1 1

Huabao International Holdings Limited EEERIZERERA T
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SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

26.

27.

170

FINANCE INCOME AND FINANCE COSTS

(BRABHBES - AESBABETTIIR)

6. MBWARBERA

Year ended 31 March
BE=A=+-HLEE

Note 2014 2013
B &k —E-NE —T=fF
Financial income: B I
— Interest income on bank deposits FEWA — RITFER 31 54,352 41,277
Financial cost: BE A
— Interest expenses on bank borrowings FEER - RITER
and others 31 (11,997) (19,079)
Finance income — net B — 5 42,355 22,198
INCOME TAX EXPENSE s Bt

The amount of taxation charged to the consolidated income
statements represented:

SEABR A AR ZHIESBEIRIT

Year ended 31 March
BE=HA=1t—HLFE

Note 2014 2013
i3 —E-mE —T-=F

Current income tax ENEATY IR
~ Hong Kong profits tax — BAMEH () 11,156 9,308
~ PRC corporate income tax — B EMEH (b) 412,481 323,436
— Germany company income tax — BB EMER (d) 139 150
— Botswana company income tax — BRE M EMEH (e) 784 89
Deferred income tax ERERTISHE 13 (4,179) (18,179)
420,381 314,804

(@) Hong Kong profits tax has been provided at the rate of
16.5% (2013: 16.5%) on the estimated assessable profit
for the year.

(b) PRC corporate income tax has been calculated on the
estimated assessable profit for the year at the tax rates
applicable to respective companies of the Group.

Huabao International Holdings Limited ZEEKEIZERERA T
2013-2014 Annual Report £ %R
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Notes to the Consolidated Financial Statements

RE M BHRME
(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
27. INCOME TAX EXPENSE (continued) 27. FiE® (&)
() The income tax rates enacted or substantively enacted to (0 T ARAREBRPBEKNEZRZEZH
the major subsidiaries of the Group incorporated in the B A RRATISHLE A R4
PRC were as follows:
April to January to January to
Note December 2012 December 2013 March 2014
2= :? =% —T-mE
iz MAZ+=A E+ZA —RZ=R
Feijia Chuangye Additive (Shenzhen) Limited — FREAIZAINE () BRA
(“Feijia Chuangye") (IRzeI%]) (i), i) 12.5% 25% 25%
Guangdong Jinke Reconstituted Tobacco ERSHNBEEEERA
Leaves Company Limited (i) 25% 25% 25%
Guangdong Golden Leaf Technology BREERBFAEARAA
Development Company Limited (i), (iv) 25% 15% 15%
Guangdong Zhaoging Fragrances Limited EREEEERHERLA (iv) 15% 15% 15%
Guangzhou Huabao Flavour & Fragrances EMNEBRRERERAA
Company Limited (i) 25% 25% 25%
Guizhou Province Huashuo Biological EMEEEENHRERAT
Technology Company Ltd (iv) 15% 15% 15%
Hua Fang Tobacco Flavors Limited ESERERERA (iv) 15% 15% 15%
Huabao Food Flavours & Fragrances EZRAEREH (L i) BRAF
(Shanghai) Company Limited (iv) 15% 15% 15%
Huashun Flavours (Shanghai) ZBER (L&) ARAR
Company Limited (i) 25% 25% 25%
Owada Flavour Technology ZERRNE (BN) BRA
(Guangzhou) Limited (i) 25% 25% 25%
Qingdao Qingda Product Co Ltd BEEAMERNERAA (i) 25% 25% 25%
Shanghai H&K Flavours & LBERHEFRENBRAT
Fragrances Company Limited (iv) 15% 15% 15%
Shanghai Yinghua Flavours & FERERRERNERAA
Fragrances Limited (i) 25% 25% 25%
Tai Cang Wenhua Enterprise AENEEEARDA
Company Limited 0] 25% 25% 25%
Wuxi Fuhua Flavour & Fragrance BHRERREHARA
Company Limited (i) 25% 25% 25%
Wuxi Hua Hai Flavour Company Limited BHERENERAR (iv) 15% 15% 15%
Wuxi Hua Xin Flavour & Fragrance EHEERREHERAR
Company Limited (i) 25% 25% 25%
Wuxi Jiahua Flavour & Fragrance &3 REAREHBRA
Company Limited (i) 25% 25% 25%
Xiamen Amber Fragrances Co Ltd EfERERERAR (iv) 15% 15% 15%
Yongzhou Shan Xiang Flavour Co Ltd KMUBBRERAF (iv) 15% 15% 15%
Yunnan Tianhong Flavor & Fragrance EHAREREHBERAR
Company Limited (iif) 15% 15% 15%
Yingtan Huabao Flavours & EEZERREHARA
Fragrances Co., Ltd. (iv) 15% 15% 15%
Huabao International Holdings Limited ZEERIZERERAQ T 1 7 1
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(All amounts in HK dollar thousands unless otherwise stated)

27. INCOME TAX EXPENSE (continued)

172

(0)

)

The income tax rates enacted or substantively enacted to
the major subsidiaries of the Group incorporated in the
PRC were as follows: (continued)

The income tax rates are derived from various tax policies.

(i)  The Corporate Income Tax Law of the PRC stipulates
the applicable income tax rate at 25% for domestic
enterprises in the PRC.

(i) The ‘two-year exemption and three-year half rate’
preferential tax policy is applied. For enterprises
that do not benefit from such preferential policies
due to their loss making status, the time for
which such policy to apply shall commence from 1
January 2008. The preferential tax policy for Feijia
Chuangye expired at the end of 2012.

(iii) Encouraged enterprises of western regions can
continue to enjoy tax rate of 15% until 2022.

(iv) The Corporate Income Tax Law also stipulated that
the Corporate Income Tax shall be levied at the
reduced rate of 15% for High/New Tech Enterprises
that are specifically supported by the State.

Germany company income tax has been provided at the
rate of 15% (2013: 15%) on the estimated assessable
profit for the year.

Botswana company income tax has been provided at the
rate of 15% (2013: 15%) on the estimated assessable
profit for the year.

No provision for income tax in other jurisdictions has
been made as the Group has no assessable profit in those
jurisdictions during the year.

Huabao International Holdings Limited ZEEKEIZERERA T
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Notes to the Consolidated Financial Statements

mEMBRRHME
(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
27. INCOME TAX EXPENSE (continued) 27. FiB® (&)
(g) The taxation on the Group’s profit before income tax (99 AEEBEFBRASHAAFNNEE - BHAE
differs from the theoretical amount that would arise & B 55 T AE B8 A 7 BT R M 7E S B HA A
using the standard tax rates before tax holiday applicable AREETMERREETR @ &5
to the respective companies of the Group as follows: I

Year ended 31 March
BZE=A=t—-HLEE

2014 2013
—E-mF =%
Profit before income tax BRIEAI A 2,417,245 2,047,404
Add/(less): Share of loss/(profit) of m/CR) : IR AR
associates and a jointly controlled entity R %UE%@E&E/(%%U) 2,354 (538)
2,419,599 2,046,866
Tax calculated at statutory tax rate RERR X ENRIE 633,262 482,425
Effect of tax incentives HpEETE (243,981) (165,571)
Super deduction for research and g EpIE iGN} -7
development expenditure (6,362) (8,608)
Utilisation of previously unrecognized tax losses B 7 Al AR A Fi 75 6512 (2,159) -
Tax impact of expenses not deductible PAHB AR 2 BB 2
for tax purposes 6,935 3,263
Withholding tax on the earnings anticipated BB A8 HR IR OB B FTEE AE
to be remitted by subsidiaries Z BRI 21,335 (5,560)
Tax losses for which no deferred income T ERRECMEHEEN
tax assets were recognized T EE 11,351 8,855
Income tax expense FTi5 % 420,381 314,804
Huabao International Holdings Limited FHEEEMIZERER AT 1 7 3
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Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated) (BrBBEHRBPEIN  FTESBEABETILIIR)
27. INCOME TAX EXPENSE (continued) 27. FiEw (&)
(9) (continued) (g (&)
Due to the fact that the Directors are not certain AAESELIRTNARELEEH
on whether future taxable profit would be available ERARMBNBERMBIE ~AEBWLE
in certain subsidiaries, the Group did not recognize RE T B AT Z AT R R E B
deferred income tax assets of HKD31,465,000 (2013: #145,793,0000C (Z T —=F : B
HKD27,850,000) in respect of tax losses of such 129,965,0007T) HEEFTIS T & E 4
dormant subsidiaries amounting to HKD145,793,000 75 #531,465,000T (= — =4 : B
(2013: HKD129,965,000). The tax loss will expire in the 27,850,0007T) ° RI K HEE A5 2 T 51
following years: FERIH
Year ended 31 March
R=B=+—H
2014 2013
—E-MF =5
Expired on 31 March 2014 —mE=ZA=1+—HEH - 12,715
Expired on 31 March 2015 —RAE=ZA=+—H3H 6,218 6,144
Expired on 31 March 2016 —E-ARFE=RA=+—H3H 4,217 15,423
Expired on 31 March 2017 —tijﬁl =+—HEIH 21,209 23,188
Expired on 31 March 2018 —\F=A=+—HE3IH 29,253 34,602
Expired on 31 March 2019 :T*ﬂi—ﬂ:+*ﬁ 1| & 27,129 -
No expiring date BB EH 57,767 37,893
145,793 129,965
28. EARNINGS PER SHARE SREF
(a) Basic (a) EXK
Basic earnings per share is calculated by dividing the BIRERBNTIBREBERNFEERNRABER
profit attributable to equity holders of the Company by BEEAEBEET  BRIUAFANBETER
the weighted average number of ordinary shares in issue REIEFEH B TE -
during the year.
Year ended 31 March
BE=ZA=t-HLFE
2014 2013
—E-mF =%
Profit attributable to equity holders ARRRERE AELRF
of the Company 1,977,325 1,716,375
Weighted average number of ordinary BEAZEBRZINETHE (T3
shares in issue ("000) 3,101,359 3,147,638
Basic earnings per share (HK cents per share) — SREREF (FR#() 63.76 54.53

174
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(All amounts in HK dollar thousands unless otherwise stated)

28. EARNINGS PER SHARE (continued)

(b)

(BRABHAEN -

e M BRRME

PR FABE T TIIR)

28. BRER (&)

Diluted (b) #F
Diluted earnings per share is calculated based on the BREERAREME AIEENEES
weighted average number of ordinary shares outstanding, BREERE - RIBFSBT AR M
assuming that all dilutive potential ordinary shares have BEHRESFE  EREZZT—HF=
been converted. For the year ended 31 March 2014, R=1+—HBILFE XAaf—H#
the Company has one type of dilutive potential ordinary SEREE LB (BRE)
shares, i.e. share options.
For the share options, the weighted average number of ERERE  BREMEEBEENEN
shares on issue has been adjusted as if all dilutive share ME RIS B 1T ¥ B AT AR 8 N
options were exercised. The number of shares that could B ECETRHE - LREMBEEIT
have been issued upon the exercise of all dilutive share K EBEE N ER BREI TR R
options less the number of shares that could have been A REETEZEBEREMREH
issued at fair value (determined as the Company’s average WEMErERMDN AL BE (BEEADN
share price for the year) for the same total proceeds is ARRODNEARNTFATE) AJETH
added to the denominator. No adjustment is made to the RDEE - FIBHEBINARGTENS
net profit. o FET B RE o
Year ended 31 March
BEZA=+t-HLHFE
2014 2013
—B2-QF —F-=F
Profit attributable to equity holders AREERFA AEERA
of the Company 1,977,325 1,716,375
Weighted average number of ordinary RNREE SRERRH K
shares used to calculate basic earnings LR IEE TS (F&t)
per share ('000) 3,101,359 3,147,638
Adjustments for: HE
— exercise of share options ('000) — TR RRE (F5t) 1,671 2,409
Weighted average number of ordinary shares BREERNE R
for diluted earnings per share ('000) MEFHE (Far) 3,103,030 3,150,047
Diluted earnings per share (HK cents per share) SR F (FRH) 63.72 54.49

Huabao International Holdings Limited FHEEEMIZERER AT

2013-2014 Annual Report

175



Notes to the Consolidated Financial Statements
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(All amounts in HK dollar thousands unless otherwise stated)

29. DIVIDENDS

176

(BRABHBES - AESBABETTIIR)

29. RE

Year ended 31 March
HE=A=1t-HLEE

2014 2013
—EF-nmF —F =%

Interim dividend paid of HK8.68 cents BENER+ RS E%8.68(l
(2013: HK7.48 cents) per share (ZZ—=4% : B%7.481l) 269,194 234,991

Proposed final dividend of HK10.49 cents Bk &R AR AR S5 86104911

(2013: HK9.40 cents) per share (ZT—=%F : B9 401Ll) 325,329 291,524
594,523 526,515

Special dividend paid of HK2.88 cents BERNERERIREE%2.88(l
(2013: HK2.48 cents) per share (ZZ—=%F : B%2.481Ll) 89,318 77,911

Proposed special dividend of HK7.00 cents BT B % R AR S5 85 7.0011L
(2013: HK2.80 cents) per share (ZZ— =% : B2.801l) 217,092 86,837
306,410 164,748
900,933 691,263

A final dividend of HK10.49 cents (2013: HK9.40 cents) per
share, HKD325,329,000 in aggregate (2013: HKD291,524,000),
together with a special dividend of HK7.00 cents (2013:
HK2.80 cents) per share, HKD217,092,000 in aggregate (2013:
HKD86,837,000), are proposed at the meeting of the Board
held on 18 June 2014 which is subject to the shareholders’
approval at the forthcoming annual general meeting. These
consolidated financial statements do not reflect these proposed
dividends. The aggregate amounts of the dividends paid and
proposed during 2014 and 2013 have been disclosed in the
consolidated income statement in accordance with the Hong
Kong Companies Ordinance.
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Notes to the Consolidated Financial Statements

(All amounts in HK dollar thousands unless otherwise stated)

30. CHANGES

IN OWNERSHIP INTERESTS IN

SUBSIDIARIES WITHOUT CHANGE OF CONTROL

(a)

(b)

Acquisition of additional interest in Yongzhou
Shanxiang

During the year, Shanghai H&K Flavours & Fragrances
Co Ltd, a wholly owned subsidiary of the Company,
acquired an additional 12% equity interest from the
non-controlling interests 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 year is summarised as
follows:

(BRABHAEN -

e M BRRME

PR FABE T TIIR)

30. MBLARMAEERSNEE (FXE
2HE)

(a)

W BE KON LI B BB S R

FRN - ARRIZEEWNBAR @ EEE
ENEBRAENBRARINES QB
5,242 ,0007T [A) FE 22 i) 15 4 2 LA 8 o) M
INE RN 12%4E 5 - ;2 REBERTE
A& B R oK 1L F B AR HE BH67.14%38
£79.14% ° FRFLKIMILEFTA DS
HEBH AR ERFE ARGERD
HERENT

Amount

28

Carrying amount of non-controlling interest acquired B A JF4% Hi| #2580 IR E (B 4,294

Consideration paid to non-controlling interest ST IR R A L E (5,242)
Excess of consideration paid over non-controlling A5 (BB L SRR I M 5 2 BRE(E

interest acquired recognized in equity R R (948)

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

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%.

Huabao International Holdings Limited EEERIZERERA T

(b)

NEBEERIEEH RSB DB
4,294,000 IR R Al R FH A AENY
T 58 B #948,0007T °

ErEREEREKNEYE ((EER
)

E-Z—=FMA+AHHB AARZE
LW Aa] > Huabao Group LimitedA
W& RELB132,968,000T5INEE
REZTER - mIEEFEEREANES
RAB #75 #3,221,0008 Hn H 7 2 = 82
BEHEE - REINEER  AEERE
EREBIMRERE0%IEET70% °

2013-2014 Annual Report =R
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Notes to the Consolidated Financial Statements

REMBRRME
(All amounts in HK dollar thousands unless otherwise stated) (BrBBEHRBPEIN  FTESBEABETILIIR)
31. CASH GENERATED FROM OPERATIONS 31. REFTHEENRSE
Year ended 31 March
BE=-A=1t—HLFE
Note 2014 2013
B &k —E-NE —E-=F
Profit before income tax BBt Al 27 2,417,245 2,047,404
Adjustments for: SR
— Depreciation —hE 6 143,555 89,752
- Amortization — #H 7.8 49,525 50,025
— Interest expense - FB&A 26 11,997 19,079
— Interest income — FEUMA 26 (54,352) (41,277)
- Share of loss/(profit) of associates and — FE{EERE AR & LRl
a jointly controlled entity BEBZER/(BF) 10,11 2,354 (538)
— Provision for impairment on trade — B RWFIRRERE
receivables (5 386 212
— Loss on disposal of property, — HEME  HER
plant and equipment HiEEE 287 3,208
- Exchange gain-net — ER W — 23 (26,691) (8,316)
Changes in working capital (excluding BEESEE (Tl
acquisition of subsidiary): (RN
— Inventories -FE (145,119) (25,746)
— Trade and other receivables — B 5 RHEMERKIE (152,256) (117,763)
— Trade and other payables — B S RHEMERNKIE (1.423) (108,703)
Net cash generated from operations BEXB TSI EFE 2,245,508 1,907,337
In the consolidated statement of cash flows, proceeds from RIZEHERERAN - HEWE - WS REE
disposal of property, plant and equipment comprise: 2SR BeLE
Year ended 31 March
BE-A=1t—HLFE
Note 2014 2013
Bz —ET-NF ===
Net book amount AR FE 6 1,013 5,275
Loss on disposal of property, HEYIE - KSR REEE
plant and equipment (287) (3,208)
Currency translation differences EHRE T (493) (552)
Proceeds from disposal of property, HEYE - SR
plant and equipment BE0)ZIES SN 233 1,515

1 7 8 Huabao International Holdings Limited ZEEKEIZERERA T
2013-2014 Annual Report £ %R



Notes to the Consolidated Financial Statements

REMBRRME
(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
32. COMMITMENTS - GROUP 32. & —FXKEE
(a) Capital commitments (a) EXREE
Capital expenditure authorized but not contracted for, REZBBIEBRENREZLED
and contracted for but not yet incurred at the end of the REENEAFAZNAT :
year is as follows:
As at 31 March
R=A=+—H
2014 2013
= .k —F—=
Authorized but not contracted for EHLEEREL :
Property, plant and equipment M - HEES KRR 11,833 2,398
Contracted but not provided for: BRI BERBE
Property, plant and equipment LE Y 44,709 50,816
Investment in an associate REEE R T ZI8E = 135,716
56,542 188,930
(b) Operating lease commitments (b) #“EHERIE
The future aggregate minimum lease payments under REZEBRBETAIHEEERE - KK
non-cancellable operating leases at the closing date are SERENFAETENT
as follows:
As at 31 March
MR=A=+—H
2014 2013
—E—-MF —F—=
Land and buildings: T REE
Not later than 1 year TEBE1F 26,567 11,122
Later than 1 year and BB F R BIBF
not later than 5 years 48,014 3,641
Later than 5 years FBiE5F 6,050 163
80,631 14,926
Huabao International Holdings Limited EEERIZERERA T 1 79
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Notes to the Consolidated Financial Statements

mEMBRRME

(All amounts in HK dollar thousands unless otherwise stated)

33. RELATED PARTY TRANSACTIONS
(a) Name and relationship with related parties

Name

L

Ms. Chu

R+

Owada International Flavours & Fragrances (Guangzhou)
Limited (‘Owada International’)

REEBEER (BM) BRAR (DREFEZEBE )

Henan Jinrui

A2 m

(b) Transactions with related parties

The Group has entered into the following significant
transactions with related parties:

HEEm

— A&

Sales of goods, net of value-added tax, to:
— Henan Jinrui

BrRIBET -

(BR=BHBEN -

ABEEZBRIABETTIIR)

33. BBMALIRS

(a)

(b)

o ¢

B EE A T AR R
Relationship
%

The single largest shareholder of the
Company

ARRE—ARER

A company controlled by Ms. Chu

SRR L

An associate indirectly held by the
Company

AR RIEEFE R E A A

BEREBMATHNRS
AEBEEREBALET TIEARS ¢

Year ended 31 March
BZE=A=1+—HLFE

2014 2013
—EF-mE —T=F
- 1,667

The above transactions were conducted at terms as
agreed with related parties.

Huabao International Holdings Limited ZEEKEIZERERA T
2013-2014 Annual Report £ %R
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Notes to the Consolidated Financial Statements

REMBRRME
(All amounts in HK dollar thousands unless otherwise stated) (Br BB HRBEIN  FTESBEABETILIIR)
33. RELATED PARTY TRANSACTIONS (continued) 33. BBALIRS ()
(c) Key management compensation (0 XEEEAEME
Key management includes directors (executive, FTEERAEBRREES (ITEF - F
non-executive and independent non-executive) and WITEFHBVIERNTES) M RE
senior management. The amounts of compensation BAE - ENERENTEENMEE R
paid and payable to directors is disclosed in Note 25(b). BiE25(0) 5% - MEZEE A B IAE
The amounts of compensation paid and payable to key REERBHENRENMESAT

management for employee services is shown below:

Year ended 31 March
BZE=A=1+—HLFE

2014 2013
—E—NF =%
Fees, salaries and bonus T& - & RIEL 12,918 11,093
Employer’s contribution to B EFhRRET B
retirement benefit scheme 457 418
13,375 11,511
The compensation of senior management fell within the SREEBABZHESEATER -

following bands:

Number of employees

EEAH

2014 2013

—Z2-F —E—=F

HKD500,001 — HKD 1,000,000 7#500,00121,000,0007T 2 1
HKD1,000,001 — HKD 1,500,000 7#1,000,001%1,500,0007T 3 5
HKD1,500,001 — HKD2,000,000 7B #1,500,001%2,000,0007T 2 =
HKD4,500,001 — HKD5,000,000 7B #4,500,001%5,000,0007C 1 1

Huabao International Holdings Limited EEERIZERERA T 1 8 1
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Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

33. RELATED PARTY TRANSACTIONS (continued)

182

(d)

Balances with related parties

(BR=BHBEN -

33. FEBALRES ()

(d) BABEAL&ER

ABEEZBRIABETTIIR)

As at 31 March

R=A=+—H
Note 2014 2013
By aE —E-MmE —T—=F
Balances due from related parties: JEW A 17557 -
Included in trade and STAB S R E MR
other receivables:
— Henan Jinrui —AEeh
— trade receivables — i AB S ERFIA 64 3,530
— others (dividend receivable) — FE AE A (FEURARF) 2,523 2,478
2,587 6,008
Balances due to related parties: JEITEEA 174557 -
Included in trade and other payables 5+ AZ 5 K E ith & (- 2B
- Owada International — REFER - 13,622
Included in non-trade payables SFAENIEE HFE
- Ms. Chu — K&+ 22 93,985 123,985

As at 31 March 2014, all the balances with related parties
were unsecured, interest-free and repayable on demand.

Huabao International Holdings Limited ZEEKEIZERERA T

2013-2014 Annual Report £ %R
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(All amounts in HK dollar thousands unless otherwise stated)

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Name

NFER

Aromascape Development Centre
GmbH FC1, AD1

Chemactive Investments Limited ¢

Feijia Chuangye Additive
(Shenzhen) Limited *'
RealERNE (R BRAEN

F&G Botswana (Pty) Limited YT ™!

Guangdong Jinke Reconstituted Tobacco

Leaves Co., Ltd."™ 9!

EELREEBESRAFM

Notes to the Consolidated Financial Statements

Place of
incorporation and
kind of legal entity
EMALBER
EEERER

Germany, Limited liability
company
=8 BREERT

British Virgin Islands,
Limited liability
company

EERLS  ARRA

NG

PRC*, Limited liability
company
MEs FREARA

Republic of Botswana,
Limited liability
company

BRT AL -
BREFERA

PRC*, Limited liability
company

PE - BRALAT

e M BRRME

(BABHBESN - AESBABETTIIR)

34. TEMBARZFHE

Nominal

Percentage of

Percentage of equity interest

value of issued/ equity interest attributable to
registered  attributable to non-controlling  Principal activities and
capital the Company interests  place of operation
BRI/ RAREMR FEGINRE
EMEAZEE Rags EERAERE FTEERRCEHE
Direct  Indirect
HE 553
EUR25,000 - 100 - Research and development
B7r25,000 of flavours & fragrances
in Germany
HEEREH 28
usD2 100 - - Investment holding
%72 in Hong Kong
REZR BB
HKD1,000,000 - 100 - Production, technical
711,000,000 research & development,
distribution,
import & export of
flavours & fragrances &
related business in PRC
ERARMEE -
R - #E%  #40
RIABEEET £ E
BWP100 - 100 - Production and
EH1007T sales of natural extracts
in Botswana
EERHERARRY -
B AERE
RMB40,000,000 - 55375 44.625 Manufacture & sale of
AE#40,000,0007 reconstituted tobacco

Huabao International Holdings Limited FHEEEMIZERER AT
2013-2014 Annual Report

leaves in PRC
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Notes to the Consolidated Financial Statements
SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

184

(continued)

Name

LEER

Guangdong Golden Leaf Technology
Development Co., Ltd.¥"*™!

RELSENENEERATI

Guangdong Zhaoging Fragrances
Limited Cf1.ci2

ERAEBEREAR AT

Guangzhou Huabao Flavour & Fragrances
Company Limited X! 412

EHEREREHARAT0 v

Guizhou Province Huashuo Biological
Technology Co., Ltd. /T Y. %2

EHEER AR AR .

Hua Fang Tobacco Flavors
Limited €% W1.Fct
ERERERARAFC W

Place of
incorporation and
kind of legal entity
BRI SR
AETRER

PRC*, Limited liability
company

FE* - BRALAAF

PRC*, Limited liability
company
HE* - BREARR

PRC*, Limited liability
company

TE* - BRALAF

PRC*, Limited liability
company
HE - BREARR

PRC*, Limited liability
company

BE ERALAT

Nominal

value of issued/
registered
capital

B8/
dMER 2 EE

RMB100,000,000
AK100,000,0007C

RMB11,000,000
AR#11,000,0007

RMB10,000,000
AE#10,000,00070

RMB10, 000,000
AR#10,000,0007T

USD4,000,000
¥ 74,000,000

Huabao International Holdings Limited #EEFIZRAER AT

2013-2014 Annual Report £ %R

(BR=BHBEN -

ABEEZBRIABETTIIR)

34. TEMBARZFHE (&)

Percentage of
equity interest
attributable to
the Company
KRR
ey i
Direct  Indirect

Ei G

= 100

Percentage of
equity interest
attributable to
non-controlling

interests
E 3
FEfERAER

49

Principal activities and
place of operation

TEXBREENH

Research &development,
manufacture and
sale of reconstituted
tobacco leaves in PRC
T EERHE
EEER - e

Manufacturing & sales
of food flavours &
fragrances in PRC

TERHERRER  FE

Research, development,
manufacturing & sales
of flavours & fragrances
in PRC

e EERHEE
ERER PE

Manufacturing & sales
of natural extracts
in PRC
EERNHERMERY) -
E BT m &
BREAL R

Manufacturing & sales
of tobacco flavours &
fragrances in PRC
EERHERRERER -
B



Notes to the Consolidated Financial Statements
GEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

34.

(BRABHAEN -

PR FABE T TIIR)

PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. S EMfIB AR Z2=1E (&)

(continued)

Name

NEER

Huabao Flavours & Fragrances (HK)
Limited ¢

LREWER (B8) ARATC

Huabao Food Flavours & Fragrances
(Shanghai) Company Limited ' X1. %2
FERAEREH (L8)
BRAFWL KX

Huabao Industrial & Trading Development
(HK) Limited ¢
EBTEER (BF) ARAFN

Huabao Korea Company Limited Q1. Y1, Y12
FERARHERAT ™

Huabao Qiangi Leasing (Shenzhen)
Company Limited *X1.7@
ZETHRE (B) BRA RN @@

Place of
incorporation and
kind of legal entity
EMALBER
EEERER

Hong Kong, Limited
liability company

&% AREMLH

PRC*, Limited liability
company

E* - BRALATF

Hong Kong, Limited
liability company

&% AREMLH

Korea, Limited liability
company
G BREEAA

PRC*, Limited liability
company

mEx BRALAR

Nominal

value of issued/
registered
capital

BB/
dMERZEE

HKD3,000,000
713,000,007

USD10,000,000
%7710,000,000

HKD10,000
710,000

WON16,320,000,000
#%[8116,320,000,000

RMB300,000,000
AE#300,000,0007C

Huabao International Holdings Limited FHEEEMIZERER AT
2013-2014 Annual Report

Percentage of
equity interest
attributable to
the Company
AR
RAgs
Direct  Indirect

Hi 3

= 100

Percentage of
equity interest
attributable to
non-controlling

interests
e300 d
AR AR

30

Principal activities and
place of operation

TEXBRSELY

Research, development,
manufacturing & sales
of flavours & fragrances
in Hong Kong

HE EEREE
ERER B

Manufacturing & sales
of tobacco flavours &
fragrances in PRC
EERHEEREREH
il

Investment holding,
trading of fine chemicals
in Hong Kong

REZR  BACIER
85 &%

Manufacture and
sale of Filter materials
in Korea

e fEREEEEEN
Em - #E

Equipment leasing,
Office Stationery leasing,
assets management,
investment
management,
investment and leasing
consulting

BEXREE  FARR
HE EEER-
REEE  REFHAN
HERHHH
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Notes to the Consolidated Financial Statements
SEMERRME

(BRABHBES - AESBABETTIIR)

(All amounts in HK dollar thousands unless otherwise stated)

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. S EMfB AR 2B (&)

(continued)
Percentage of
Nominal Percentage of equity interest
Place of value of issued/ equity interest attributable to
incorporation and registered  attributable to non-controlling  Principal activities and
Name kind of legal entity capital the Company interests place of operation
ERALEER BEfT/ KA RELS E 3
ARER EETRER EMEAZEE RagR EERAEE FTEERRCEHE
Direct Indirect
Ei 584
Huashun Flavour (Shanghai) PRC*, Limited liability UsD1,000,000 - 100 - Manufacture and
Limited W1 V2.1 company %711,000,000 sale of fine chemicals
EIREH (Lg) BRAFM X mEs  EREAAF in PRC
B TEMHE
EERHE  1E
Owada Flavour Technology PRC*, Limited liability HKD60,000,000 - 100 - Research, development,
(Guangzhou) Limited *o'- X2 company 760,000,000 production and sale
REETHRE (BM) e EREAAR of tobacco flavours &
AR AR fragrances in PRC
B & MIREE
ZEANERR
BRER - 7H
Qingdao Huabao Flavors & PRC*, Limited liability RMB3,673,500 - 70 30 Manufacture and sale of
Fragrances Co., Ltd, €W/ company AR3,673,5007T flavors & fragrances
EREEFRERARAFCW mEx  FREARF in PRC
EERHETHER  PH
Qingdao Qingda Product Co., Inc. ' PRC*, Limited liability RMB41,640,000 - 100 - Manufacturing & sales of
BEEEAMERGDBRA R company AR41,640,0007C natural extracts in PRC
mEx  FREARA EEREERARDY
Gl
Shanghai Danhua Xianghua Keji PRC*, Limited liability RMB10,000,000 - 72 28 Research, development
Co., Ltd. s company AKH10,000,0007C and sale of flavours &
ERRERCHRARARM S MEs  FREARF fragrances in PRC
Wi EERHEE
BRER  hE
Shanghai H&K Flavours & Fragrances PRC¥, Limited liability RMB 100,000,000 - 100 - Manufacturing & sales of
Company Limited 1.1, CH, ci2 company AK%100,000,0007 food flavours &

LBEENEEREH
BB a1 X1, Chl, Ch2

TE* - BRALAF

Huabao International Holdings Limited #EEFIZRAER AT
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Notes to the Consolidated Financial Statements
GEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

34.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)

Name

REER

Shanghai Yinghua Flavours & Fragrances
Limited <!

LERERREMBRAF

Smart Sino International Limited ¢ X!
ERERARAFCN

Tai Cang Wen Hua Enterprise Company
Limited "1 1. %2

RENEBLERATM 00

Wisdom Bright International Investment
Limited < %!
ERARREERATC Y

Wuxi Fuhua Flavour & Fragrance
Company Limited ! "2 X1

EREEERERARAT

Wuxi Hua Hai Flavour Company
Limited V2.1

EREEEHARL AN 0

Wuxi Hua Xin Flavour & Fragrance
Company Limited W' *1. %2

EREEERERARAT R

Place of
incorporation and
kind of legal entity
ERELEER
AEERER

PRC*, Limited liability
company
HE* BREAAH

Hong Kong, Limited
liability company

&% BREMLH

PRC*, Limited liability
company
HE* BREAAH

Hong Kong, Limited
liability company

&% BREMLH

PRC*, Limited liability
company
HE*  BREAAH

PRC*, Limited liability
company
HE*  BREAAH

PRC*, Limited liability
company
HE*  BREAAH

Nominal

value of issued/
registered
capital

BB/
dMERZEE

HKD1,000,000
71%1,000,0007C

HKD10,000

710,000

USD1,200,000
¥71,200,000

HKD1
BRI

USD7,000,000
%717,000,000

USD650,000
%71650,000

UsD1,000,000
¥71,000,000

Huabao International Holdings Limited FHEEEMIZERER AT
2013-2014 Annual Report

(BRABHAEN -

PR FABE T TIIR)

34. TEMBARZHE (&)

Percentage of

Percentage of equity interest

equity interest attributable to

attributable to non-controlling

the Company interests

RRAELR E 3204 b

RAks FEERAER
Direct Indirect

ER L

= 100 =

= 100 =

= 100 =

= 100 =

= 100 =

= 100 =

= 100 =

Principal activities and
place of operation

IREBREENHY

Sales of tobacco flavours &
fragrances in PRC

HEEREREM FE

Investment holding,
trading of fine chemicals
in Hong Kong

REZR  BACIER
85 &%

Production and sale
of tobacco flavours &
fragrances in PRC

TERHERRERN TE

Investment holding,
trading of fine chemicals
in Hong Kong

REZR  BACIER
85 &%

Production and sale of
tobacco flavours &
fragrances in PRC

EERHEEREREN -
H

Production and sale of
tobacco flavours &
fragrances in PRC

TERHERRER TE

Production and sale of
tobacco flavours &
fragrances in PRC

EERHEEREREN -
H

187
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SEMERRME

(All amounts in HK dollar thousands unless otherwise stated)

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES

188

(continued)

Name

LEER

Wauxi Jiahua Flavour & Fragrance
Company Limited W' W2 X1

EREEERERARAT

Xiamen Amber Fragrances
CO., Ltd CH1, CH2
EFRAERARD R

Ying Tan Huabao Flavours & Fragrances
CO., LtleW,XW,XZ
EREEEREHARAT 2

Yongzhou Shan Xiang ¢ €2
*M\m%w,wz

Yunnan Tianhong Flavor & Fragrance
Company Limited <"

ERRTENERERATC

Place of
incorporation and
kind of legal entity
BRI SR
AETRER

PRC*, Limited liability
company

PE - ERALAT

PRC*, Limited liability
company

PE - ERALAT

PRC*, Limited liability
company

PE - ERALAT

PRC*, Limited liability
company

PE - ERALAT

PRC¥, Limited liability
company
mEs  FREERA

Nominal

value of issued/
registered
capital

B8/
dMER 2 EE

RMB60,000,000
AR#60,000,0007C

RMB20,000,000
AR#20,000,0007

RMB64,000,000
AR#64,000,0007T

RMB35,000,000
AK#35,000,0007C

USD2,250,000
¥72,250,000

B All entities incorporated in PRC are identified as ‘limited

liability company’.

Huabao International Holdings Limited #EEFIZRAER AT
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(BR=BHBEN -

ABEEZBRIABETTIIR)

34. TEMBARZFHE (&)

Percentage of
equity interest
attributable to

Percentage of
equity interest

attributable to non-controlling

the Company interests

KRB FEHMER

RAks FEfE R AR
Direct Indirect

E& 583

- 100 -

- 51 49

- 100 -

- 79.14 20.86

= 60 40

Principal activities and
place of operation

TEXBREENH

Production and sale of
tobacco flavours &
fragrances in PRC

EERHERRERER -
HE

Research, development,
distribution and retail
of fragrances in PRC
& - 42 #HER
SEARIER  +H

Production and sale of
tobacco flavours &
fragrances in PRC

RERHETRER  ©H

Investment holding in PRC
RERR  hE

Production and sale of
tobacco flavours &
fragrances in PRC

LERHETRER  TH

* AARTBEMKZIOARERERE

ERT -



Five Year Financial Summary

LFEMBRHE
RESULTS
ES
Year ended 31 March
HE=A=T—HIFHE
2010 2011 2012 2013 2014
—ZE—TF ZT—— T ZT—=F =—Z—NmF
Turnover e 2,366,403 2,852,173 3,311,304 3,645,940 4,237,425
Gross Profit ES 1,786,835 2,120,459 2,335,996 2,518,909 2,998,119
Profit before income tax 55 Bl &R 1,531,649 1,881,114 2,080,989 2,047,404 2,417,245
Income tax expenses FriS a5t (162,236)  (249,256)  (314,250)  (314,804)  (420,381)
Profit for the year REZRF 1,369,413 1,631,858 1,766,739 1,732,600 1,996,864
ASSETS AND LIABILITIES
BEERERE
As at 31 March
R=A=+—8H
2010 2011 2012 2013 2014
—ETF % ZFT-f —T-=-F ZF-NF
Total assets BEE 4,833,858 6,927,840 8,351,919 8,882,793 10,408,406
Total liabilities FN=Li (915,651) (1,631,977) (1,701,670) (1,257,117) (1,408,177)
Shareholders’ funds FEE 3,918,207 5,295,863 6,650,249 7,625,676 9,000,229
Other Financial Information
Hitb 9 BB E
2010 2011 2012 2013 2014
—E-BE —TB——F T —EF—= —E—NEF
Earnings per share, basic ~ &RZEF| - EAR (B(L)
(HK cents) 43.15 51.01 55.48 54.53 63.76
Earnings per share, diluted &R&&F - #5F GH(L)
(HK cents) 42.58 50.59 55.31 54.49 63.72
Aggregated dividend per  ERE2F KA GBL)
share (HK cents) 12.78 15.18 16.68 16.88 19.17
Aggregated special dividend B2 %F K55 RIS
per share (HK cents) (L) 8.3 Nil 5.18 5.28 9.88
Fiscal year-end share prices B E R4 B(E
(HKD) (BL) 9.33 11.96 5.05 3.37 3.56
EBIT ratio EBIT= 64.1% 65.6% 62.3% 55.5% 56.1%
EBITDA ratio EBITDAXR 67.1% 68.5% 65.7% 59.4% 60.7%
ROE ROE 40.3% 36.3% 30.8% 25.2% 24.8%
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Glossary

Sl

AGM

Aromascape R&D
Centre

Board

Bye-laws

CAGR

CEO

CFO

CG Code

China or Mainland

China Tobacco
Yunnan

Company or
Huabao

Director(s)

EPS

Executive Director(s)

F&G
FCCA

FCIS

FCPA

FCS

Fejia Chuangye

Group or
Huabao Group
Guangdong Jinke

Guangdong Jinye

Guangdong
Tobacco
Guangdong
Tobacco

Company

Annual general meeting
Aromascape Development
Centre GmbH
Board of directors of the Company
Bye-laws of the Company
Compound annual growth rate
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 Yunnan Industrial
Co., Ltd.
Huabao International Holdings Limited

Director(s) of the Company

Earnings per share

Executive director(s) of the Company

F&G (Botswana) (Proprietary) Limited

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

Fejia Chuangye Additive (Shenzhen)
Limited

the Company and its subsidiaries

Guangdong Jinke Reconstituted
Tobacco Leaves Company Limited
Guangdong Golden Leaf Technology

Development Co., Ltd.
China Tobacco Guangdong
Industrial Co., Ltd.
Guangdong Tobacco and
its subsidiaries and associates
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BRERFRE
Aromascape
WL
E=Eg
yNCIEEL
FIEEBRE
FsE=
BT A s
EERTAI

EI S A
BT S

ARRHEE
B
FRAT
WITES
F&G

FCCA

FCIS

BEREE

BERTE

BERFERA]

BERBERE

Aromascape Development
Centre GmbH

ARARNESRE

PN AN

FHE/EREX

5k

PR

BEMARZMERARES LHARA
fEx14PT 5 MR EIE TR

GEIN- S
EREPEIEEREEAT

EEFRFERBERA

RARES
SREF
RARZAITES
F&G (Botswana) (Proprietary) Limited
EESFARETMAE?

TS =

L RNE B

|

ERBHRERTRABARERE

\

BREHED
ERRHANELNEEREE
R AIZERIE CRI) BRAR

/

AIREMB AR

EI

EREMBEEEERA

ERESEMBEFERRAF

BRPETERREERA
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Guangdong
Zhaoqing
Guangzhou
Huabao
Guangzhou Huafang
Guizhou Huashuo

Hengxin Analysis
and Inspection

HKD

Hong Kong or
HKSAR

Hongta Tobacco
Hongta Tobacco
Group
Huabao
Hong Kong
Huabao Kongque

Huabao Korea
Huabao Shanghai

Huangguoshu Jinye

Huashun Shanghai
INED(s)

Listing Rules

M&A(s)
mg
Model Code

Owada

PRC
Qingdao Huabao

Qingdao Qingda
R&D
RMB
RTL

Guangdong Zhaoging Fragrances
Limited

Guangzhou Huabao Flavours &
Fragrances Co., Ltd.

Hua Fang Tobacco Flavors Ltd.

Guizhou Province Huashuo Biological
Technology Co., Ltd.

Shanghai Hengxin Jiance Jishu Co., Ltd.

Hong Kong dollars

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

Hongta Tobacco (Group) Co., Ltd.

Hongta Tobacco and
its subsidiaries and associates

Huabao Flavours & Fragrances (HK) Ltd.

Shanghai H&K Flavours & Fragrances
Co., Ltd.

Huabao Korea Co., Ltd.

Huabao Food Flavours & Fragrances
(Shanghai) Co., Ltd.

Guizhou Huangguoshu Jinye
Technology Co., Ltd.

Huashun Flavour (Shanghai) Limited

Independent Non-executive Director(s)
of the Company

the 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

Owada Flavours Technology
(Guangzhou) Limited

The People’s Republic of China

Qingdao Huabao Flavours &
Fragrances Co., Ltd.

Qingdao Qingda Product Co., Inc.

Research and development

Renminbi

Reconstituted Tobacco Leaves

RREE
RMEE

BEMEF

B2
Gl
i
25

FARY Ci=Y
A EEEE

EE L

BYFATES

EMRA

BFiE
Z5%

R

REE

HiE
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]
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i =

y
L.

FEEX
ik
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BEEH
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Glossary

AR

Scheme Mandate The maximum number of Shares in AT B R BRAR IR IR AR fE ot E RAE A B b AR &)
Limit respect of which share options may BT EIR L 2 EBRES

be granted under the Share Option ZIRnEE LR
Scheme and any other share option
scheme(s) of the Company

SFO the Securities and Futures Ordinance, 75 R BRE 5101 BEEMESTEFFH KB 55

Chapter 571 of

the Laws of HKSAR

SGM Special general meeting RSN AR S

Shanghai Yinghua  Shanghai Yinghua Flavours & EgEE EBREREENERAR
Fragrances Limited

Shareholder(s) Shareholder(s) of the Company R% R KRR ZIRE

Share(s) Ordinary share(s) of HKD0.10 each of I RABIRARFREEREE0.107TH
the Company =il

STMA State Tobacco Monopoly Administration BI/& 5 EXREEEER

Stock Exchange The Stock Exchange of Hong Kong B¢ 22 BT BEAMERIERAH
Limited

Taicang Wenhua Tai Cang Wen Hua Enterprises Co., Ltd. A& X REXEEBXER LA

usD US dollars = EIT

Wuxi Fuhua Wuxi Fuhua Flavour & Fragrance EH IR ESREREEARAR
Co., Ltd.

Wuxi Huahai Wuxi Hua Hai Flavour Co., Ltd. M5y mYEBEEERAERAA

Wuxi Huaxin Wuxi Hua Xin Flavour & Fragrance mIHER EHEERBERNEARAT
Co., Ltd.

Wuxi Jiahua Wuxi Jiahua Flavour & Fragrance 35 52 2 ESRERRAENARAR
Co., Ltd.

Xiamen Amber Xiamen Amber Fragrances Co., Ltd. EF3IA EFFRIAERERE A A

Yingtan Huabao Ying Tan Huabao Flavours & EExEE BEEERRBEHERAA
Fragrances Co., Ltd.

Yongzhou Shanxiang Yongzhou Shan Xiang Flavour Co., Ltd. skl L& HKINLBFERER A A

Yunnan Yunnan Hua Xiang Yuan Flavours Limited ~ EFEZER EHEFREAERAA

Huaxiangyuan
Yunnan Tianhong Yunnan Tianhong Flavour & Fragrance EMAE EERLAEBERERAR

Co., Ltd.
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