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Corporate Information (cont'd)
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Financial Highlights

o Sales increased by approximately 10.8% to HKD2,151,137,000

o Operating profit increased by approximately 13.2% to
HKD1,180,574,000

o Profit attributable to the equity holders of the Company
increased by approximately 10.2% to HKD984,013,000

o Basic earnings per share increased by approximately 10.1% to
HK31.72 cents

o Proposed an interim dividend of HK9.52 cents per share and
a special dividend of HK22.20 cents per share, representing a
dividend payout ratio of 100%

RESULTS HIGHLIGHTS

o Gross profit margin increased by 0.7 percentage point over
the corresponding period last year to 69.3%; operating
profit margin increased by 1.2 percentage points over the
corresponding period last year to 54.9%, operating efficiency
further improved

o Flavours business has realized relatively speedy growth while
benefitting from the further improvement in product structure
of China’s tobacco industry, realizing results from the Group’s
“Big Customers, Big Brands” strategy implemented in the
food and beverage business, and recovery in the demand
of overseas business. Sales revenue of the business reached
HKD1,584,179,000, representing an increase of approximately
11.2% over the corresponding period last year

o New materials business has achieved a breakthrough in its
development with sales revenue reaching HKD43,868,000,
which is set to become another driver in the Group’s future
growth

o Net cash generated from operating activities increased by
approximately 30.5% to HKD1,109,323,000

o Financial position remains strong, with cash and bank balances*
increased by approximately 30.1% to HKD4,137,920,000
as compared with 31 March 2014; net cash* reached
HKD3,607,777,000, representing an increase of approximately
36.1% as compared with 31 March 2014

MBERE

o & E oz I f1 4108%%F B ¥
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o & B & A E I HN132%FE B K
1,180,574,0007T
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Financial Highlights (contd) MBEBE @

TABLE OF FINANCIAL HIGHLIGHTS MR ER
Unaudited
REEK

For the six months ended
30 September
BZhLA=1THIEAEA

Change in
2014 2013  percentage
—E—MF —T-=F BHILEH
HK$°000 HK$'000
BT T BT T
Sales BEER 2,151,137 1,941,939 +10.8%
Operating profit LIBAT 1,180,574 1,042,925 +13.2%
Gross profit margin EFE 69.3% 68.6%
EBITDA margin® EBITDAXR 59.4% 58.6%
EBIT margin EBIT 54.9% 53.7%
Profit before income tax R 75 BT 22 ) 1,204,424 1,058,417 +13.8%
Profit attributable to the equity holders KRB FEE AL AT
of the Company 984,013 893,188 +10.2%
Net cash generated from operating activities =& ZEEE 2 FIRE 1,109,323 849,872 +30.5%
HK cents HK cents
AL Al
Earnings per share BARE A
— Basic -2 31.72 28.80 +10.1%
— Diluted —EE 31.68 28.79 +10.0%
Interim dividend per share Tz IR S 9.52 8.68 +9.7%
Special dividend per share FRAFRIIRE 22.20 2.88 +670.8%
Dividend payout ratio g B IRE 100% 40%
# “Cash and bank balances” equals to “Short-term time deposits” plus  # (SR REFES | SRS TEHEZR] M
“Cash and cash equivalents”. [ReFReEEY] -
+ “Net cash” equals to “Short-term time deposits” plus “Cash and cash 4 FEe | SN S THESI MIEE LR
equivalents” minus “Borrowings”. SEEYI M IEZR] -

* “EBITDA margin” equals to “Earnings before taxes, interest, #  [EBITDAZK | Z R [BRF - FI B - 378 & # 84
depreciation, and amortization” divided by “Sales”. BIREF] | BRIA T& 258 ] -
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Management Discussion and Analysis

INDUSTRY PROFILES
Tobacco industry

According to the data released by the STMA, total production volume
of cigarette in the first half of 2014 amounted to approximately 25.9
million cases, representing an increase of approximately 0.2% over
the corresponding period last year; sales volume of cigarette exceeded
26.6 million cases, which was consistent with the corresponding
period last year. The trend of improvement in product structure
remained obvious in the industry, the average wholesale price of
cigarette per case reached RMB27,000, representing an increase of
RMB2,000 and a growth of approximately 8.0%, which was 0.4
percentage point higher than that of the corresponding period last
year. Continuous and significant improvement in product structure
throughout the industry brought a rapid increase in sales revenue.
Sales revenue of the industry reached approximately RMB728
billion, representing an increase of approximately RMB53 billion or
approximately 7.8% over the corresponding period last year. The
tobacco industry contributed industrial and commercial profit tax of
approximately RMB579 billion in the first half of 2014, representing
an increase of approximately RMB49 billion or approximately 9.2%
over the corresponding period last year.

The market has shown rapid growth in premium cigarette for the first
half of 2014. Sales volume of Class | cigarette was approximately 5.6
million cases, representing an increase of approximately 16.3% over
the corresponding period last year; sales volume of Class Il cigarette
was approximately 2.8 million cases, representing an increase of
approximately 17.2% over the corresponding period last year. Sales
volume of Class | & Il cigarettes accounted for 31.3% of total sales
volume, representing an increase of 4.5 percentage points over the
corresponding period last year. Sales revenue of Class | & Il cigarettes
reached RMB443 hbillion, representing an increase of 16.1% over
the corresponding period last year, and accounted for approximately
60.9% of the total industry revenue, representing an increase of 4.3
percentage points over the corresponding period last year. Given the
overall industry sales volume growth has been slowing down during
the past few years, it is clear that the industry revenue and the
profitability have been boosted more and more by the improvement
in product structure, which has remained over 80% contribution rate
to the sales revenue growth. Especially for the first half of 2014,
despite the sluggish sales volume growth of cigarette, improvement
in product structure contributed over 100% to the industry sales
revenue growth for three successive months, or 99.9% in average to
the industry sales revenue growth for the first six months of 2014.
(Source: China Tobacco)

EEREN WD

ITERR

EETHE

BEREREMNESNBER —T—NFE
FEPEBEEELN2,5008F% 0 RLIERY
0.2% : $HEFBIB2,66084 @ R EREEFE o
TENEREBRANBENARE  2HE
LY EED AR27,0005T 0 [ E 1 A0
AR 20007 ' #£KE48.0% @ ZEFRLLIZE
CAREBE D - TXERBEBNFERALT
BT HEWANRRES S F¥FR2TEER
SHE W AR ARBET7,28018 7T - RLHLIE AL
ARMEES30{87C - WREZERIHNT7.8% » TrEFF
FHE: F¥EFRTEERBRELHARES,790
Bir BELEMHARELIOETL BREY
9.2% °

TENFLE¥FOAMBER LS mEEE
RRRMZTE  —BBEEERIS608 -
ELER416.3%  — B EHEEM2808
RIS REN17.2% - — —BBEHEEL

BEPERI31.3% 0 RItLIRFA4MEE 5 2 -
HEWRATE ' — —HABETRESEKRAA
R#4,4301870  FLIBRI16.1% ; 1hHBEHE
ERWAX609%  FLLIEE431EE D2 -
Z2ERME T4ATHREZBEERHSEER
% BEEREBIRAHESWANMITERS
AR ED 1 T T 08 - BB IR Y EHERAR
BREERNRIFIES %A L - LERSE L
FF - EHEREZ INBERT  £BRAY
HEWAWBERXEZE=EABIBI00% ' F
B E¥FEBIRANEEERRIER99.9% -
(A EBHEKIR : (PBEEE))
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Management Discussion and Analysis (cont'd)

Food and beverage industry

During the first half of 2014, while the Gross Domestic Product of the
second quarter has recorded slightly higher growth compared to that
of the first quarter, consumers remained conservative as the economic
prospects for the second half of the year remain complex and
uncertain. According to the data released by Nielsen, growth in sub-
industries of the food and beverage industry had largely slowed down
or declined. The entire food and beverage consumer market remained
relatively weak. Meanwhile, the Chinese government’s policies to
promote frugality, reject extravagance and limit government spending
on business accounts also brought substantial impact on the beverage
and catering industry, particularly high-end catering businesses. In
addition, the food additives industry, being considered as an upstream
to the food industry, was considerably affected due to the decrease
in the demand from downstream and incidents relating to food safety
in recent years.

In terms of food safety, non-compliance incidents relating to food
safety in recent years have caused substantial impact on food flavours
and food additives industries. These non-compliance incidents not
only manifested a mixed development in the existing food industry,
how the Chinese government strictly control food safety will remain
to be a foremost concern among consumers. Currently, the entire
food additives industry has shown its commitment in working with
relevant regulatory bodies to improve food safety. For example, food
production operators shall strictly comply with the requirements
specified in the food production licence and shall not run their
businesses beyond the specified scope; food production operators
shall strictly execute the “Standards for Uses of Food Additives”
GB2760-2011 and shall not use food additives excessively or beyond
the specified scope; food production operators shall strictly execute
the “Food Safety Law of the PRC” to ensure quality management of
raw materials and products and shall not use expired raw materials for
production and expired products for sale; food production operators
shall also strengthen risk management of raw materials and suppliers
and control over high-risk raw materials so as to achieve strict control
over the entire process of food additive enterprises from production
to application in accordance with relevant laws and regulations.

EEENWR DT @

BmERTE

ZE—OFLEF¥F - APBEE-_FEGDPLK
ERERRELE—TEKS  BEHER T
AN T+ FLER S HBEEZERDBRR
FoREEBRANEHBET  REKHEZTFIT
ELRHBEEMEEEZTENEBN - RAK
FHEHBMSRBRASIRBHRAANTAE - &
SRS - BT O FRBITEEG RERE - R
FIZRNHESER  ERAZEHRE  LHES
BEREERTEANTE - MIEARRTTE
MERRBAMBEITEMNS  SERTHEX
BELTHERLTEENIEENTE BT
BTN IEE -

ERAELZEHE  BRINEFEERE TR
TEREREN  EHRMARERRBANNEIT
GERTERNTE - FRELEHIERR
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AEEEERALEHEEANEBEROAM
o BRRMAMBITESEBRRESRNKEHE
EEIMPIMMT R ML ERAE T - flan - &
BB RMEETIERTENEBEEE - 48
BEEAEE  BRISHITGB2760-2011 (B WA
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RINE BRI RRB(PEARKNBARREL S
E) EE  MITFREMA KK REREEER
ERM B BBEM BRI RIS AEERT ¢
Mg RME R ERNEREE - Ye Rk
EMEINREE - B RERMBANBEICEREE
FERANT—EREEETEEEE RIZRE
RRRIEIRIRIE -
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Management Discussion and Analysis (cont'd)

Fragrances industry

During the first half of 2014, the growth rate of foreign-owned
enterprises in the fragrances industry declined with sluggish
performance; meanwhile, local enterprises in the fragrances
industry had stepped up their developments which resulted in fierce
competition and set the trend of industry consolidation. In terms of
product categories, there has already been a change in the sanitizing
market that saw traditional mosquito repellents being gradually
replaced by liquid mosquito repellents, which are clean and user-
friendly. Meanwhile, odourless liquid mosquito repellents that are
free of fragrances have been attracting more and more customers.
As such, business volume for enterprises in the traditional mosquito
repellent market will decline in the future. On the other hand, sales
volume of liquid laundry detergent, which is a trendy product in China
in recent years, continued to grow rapidly. While traditional washing
powder does have competitive advantage in terms of price, more
and more consumers are going for liquid laundry detergent that has
higher price-to-value ratio and added value with a reasonable price
in the midst of a fiercely competitive landscape. With the increasing
scale in the market, liquid laundry detergent is expected to be an area
in which both domestic and overseas enterprises will compete.

In terms of raw materials, due to factors such as decrease in
production volume, increase in production cost and adjustment
in production capacity, the prices for domestic and imported raw
materials such as natural oil have been on an upward trend.

Low tar cigarette and RTL industry

During the first half of 2014, domestic sales volume of low tar cigarette
(8 mg or below per stick) was 3.819 million cases, representing
an increase of approximately 0.139 million cases or 3.8% over the
corresponding period last year, while the growth has slowed down.
Sales volume of low tar cigarettes with 6 mg or below per stick was
0.447 million cases, representing an increase of approximately 68,000
cases over the corresponding period last year or 17.9% (the growth
rate in the corresponding period of 2013 was approximately 240%).
Following a rapid development in the past few years, the market of
low tar cigarette has entered into a stage of saturation.

Among various low tar cigarette products, slim cigarette (a
type of cigarette with a stick that is less than 17.0 £ 1.0mm in
circumference) maintained a rapid growth momentum. During the
first half of 2014, domestic sales volume of slim cigarette was 0.119
million cases, representing an increase of 53,000 cases or 79.9%
over the corresponding period last year. Slim cigarette, which was
previously labeled as “cigarette for ladies”, has been attracting more
and more cigarette consumers and has recorded a rapid growth
momentum. Despite the sluggish sales volume growth of regular-
size low tar cigarette in the market, slim cigarette maintained a
rapid growth momentum with its unique product features (i.e. with
less tobacco leaves per stick than that of regular-size cigarette). As
such, slim cigarette is expected to be a key product in promoting the
development of a low-tar domestic market in future.

EEENWR DT @
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Management Discussion and Analysis (cont'd)

In terms of RTL market, in the past period of time, RTL production
lines located in regions such as Jiangsu, Yunnan and Anhui that
have previously obtained approval from the STMA have successively
commenced production, which had affected the current production
capacity to a certain extent. With more and more production capacity
to be released, it is expected that the currently stage of undersupply
of RTL will be greatly relieved, thus competition in the market will
intensify.

Innovative tobacco products (e-cigarette)

According to TechNavio's “2014-2018 Global E-cigarette Market”
report, market size of e-cigarette in 2013 was USD2.39 billion
globally. E-cigarette has been growing rapidly not only in Europe and
the U.S., it has been a global phenomenon. The report forecasts that
the market size of e-cigarette will expand to USD9.05 billion by 2018,
representing a CAGR of 30.6%. Currently, the U.S. market remains
to be the largest e-cigarette market in the world. It accounted for
approximately 40% of global market share. The report suggested
that while e-cigarette in Asian-Pacific region is still a business in its
early stages, it will become a key emerging market in the next few
years following changes in life styles and preferences. In 2013, the
market size of e-cigarette in Asia-Pacific region was approximately
USD390 million. It is expected to increase to USD1.91 billion by 2018,
representing a CAGR of 37.6%. In addition, TechNavio's report
highlighted the enormous growth potential for markets in China and
Korea.

EEENWR DT @

BEFERMSIE EREN—REBE
WIE EF - RREMENGEERRAH
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B BEEFANEZEFNEreREZREE
RIRMNEFRAETFBILBETETFEENIE
g —_E—=FTAMEEFE(LENTIS
B A3EFE L BT — \FalEZ
19.18ETL  FHEABEESE3T.6% ° It
Hh - TechNavioF) iR &5 B R #8 - F A2
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Market share

ik 214

2013 2018 estimate

—E-=F —E—-\FEA

North America =M 39.8% 32.5%
Western Europe THER 30.1% 24.9%
Central and Eastern Europe 1N 4.9% 7.9%
South America EE) 4.2% 6.9%
Asia-Pacific region TaR bR 16.2% 21.0%
Others HRE M= 4.8% 6.8%

In terms of policies and regulations on e-cigarette, standards vary
in different parts of the world. In the U.S., the public consultation
period for the proposal released by the Food and Drug Administration
in April 2013 has expired. However, no definite schedule has been
decided for the introduction of regulations. To the knowledge of the
Group, China has yet to formulate any relevant laws and regulations.

ARO[ E  2REMWIDARERE TR
BFE - XBRAMNEVEERN —T—=FMN
At e EBRRE BB ARABAY - B
RELEROLE - BATELAE— PR RE
FFRIR - BASEERE  FETEITNREAS
MHEEBRFERABEE °
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Management Discussion and Analysis (cont'd)

BUSINESS REVIEW
Review of flavours business

For the six months ended 30 September 2014, sales revenue of
the Group’s flavours business amounted to HKD1,584,179,000,
representing an increase of approximately 11.2%  from
HKD1,424,307,000 for the corresponding period last year, while the
revenue accounted for approximately 73.6% of the total revenue
of the Group. The operating profit of flavours segment reached
HKD963,003,000, representing an increase of approximately 9.5%
over the corresponding period last year; the EBIT margin was
approximately 60.8%, compared to approximately 61.7% for the
corresponding period last year. The flavours business recorded a
higher growth rate than that of the corresponding period last year,
was mainly due to both of tobacco business and food and beverage
business recorded favorable growth. In terms of the tobacco business,
further improvement in product structure of China’s tobacco industry
brought positive effects to the Group’s tobacco business; in terms
of the food and beverage business, the Group adhered to the
"Big Customers, Big Brands” strategy over the years and has been
achieving results, while the demand of global markets have shown
recovery. The overall EBIT margin of this business segment slightly
declined compared with the corresponding period last year, was
mainly due to provision of more diverse products to satisfy different
needs of customers by expanding to food additive trading business
within the food and beverage business which was with lower profit
margins.

In respect of the tobacco business, production output of the industry
remained stable in the first half of this year. Total production volume
of cigarette was approximately 25.9 million cases, representing an
increase of 0.2% over the corresponding period last year; sales
volume of cigarette was over 26.6 million cases, which is consistent
with the corresponding period last year. The inventory level was
higher as compared with that for the corresponding period last year,
which added pressure on sales. On the other hand, the improvement
in product structure of the industry maintained a sound momentum.
The average wholesale price per case of cigarette amounted to
RMB27,000, representing an increase of RMB2,000 or approximately
8.0% over the corresponding period last year. In the first half of
2014, domestic sales volumes of Class | & Il cigarettes continued to
increase, representing an increase of 16.3% and 17.2% respectively
over the corresponding period last year. While the sales volume of
Class Ill cigarette decreased by 3.7% over the corresponding period
last year, the sales volume of premium Class lll cigarette for the first
half of the year with a wholesale price of RMB80/carton increased by
6.9% over the corresponding period last year. Accordingly, the sales
of Class Il cigarette per case amounted to RMB19,000, representing
an increase of 2.5% over the corresponding period last year. During
the first half of the year, domestic sales volume of Class I, Il & Ill
cigarettes accounted for 76.4% of total sales volume, representing
an increase of 2.7 percentage points over the corresponding period
last year. It shows that the concentration of the whole industry has
further elevated.

EEENWR DT @

XK EE

BHAERENEKEE
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Management Discussion and Analysis (cont'd)

Continuous improvement in product structure of the industry has also
led to a rapid increase in sales revenue. During the first half of 2014,
sales revenue of the industry amounted to nearly RMB728 billion,
representing an increase of RMB53 billion or approximately 7.8%
over the corresponding period last year. The industry contributed
industrial and commercial profit tax of approximately RMB579
billion, representing an increase of approximately RMB49 billion or
approximately 9.2% over the corresponding period last year.

In respect of tobacco flavours, the Group’s production facility located
in Yingtan, Jiangxi Province, has gradually come to scale after several
years of development. A number of capacities located in scattered
regions are in the process of consolidating towards such area, with an
aim to better control and maintain product quality and stability, so as
to further improve operating efficiency.

In terms of the food and beverage business, in the backdrop of a
challenging operating environment with a series of incidents relating
to food safety, all subsidiaries in food and beverage business have
been strictly complying with relevant applicable laws and regulations
and conducting their businesses to high standards. Meanwhile, these
subsidiaries took the opportunity to streamline and organize their
business structures, in order to embrace the imminent industrial
trend of significant improvements in technology levels, adjustments
in capital structures, and changes in business concepts. Guangzhou
Huabao has reorganized its confectionary and meat product
business segments. The customer base of its confectionary and meat
product segments has been expanding and is expected to record
higher sales volume during the peak season in the second half of
the year. In terms of the development of new products, Huabao
Konggue has been proactively engaged in product development
of natural flavours with world renowned companies as part of its
efforts in introducing quality overseas natural flavours to China and
expanding its domestic market of natural flavours. In terms of new
business development, Huabao Kongque has further expanded its
business into the pharmaceutical and brewing industries during the
reporting period, creating new business opportunities for the Group.
Meanwhile, Guangdong Zhaoging has been proactively responding
to the changes in the market and working hard to accommodate
to the various needs of customers from different regions, striving to
improve the Company’s capacity utilization and proactively promoting
the sales of smaller packaged products through its distributors, in
order to achieve higher sales in the market of small-sized stores, so
as to further expand the market share and achieve steady increase of
added valued of the products. In terms of overseas expansion, on one
hand it has continued to expand business to markets in Europe and
the U.S., on the other hand it also stepped up its efforts in exploring
the opportunities in emerging markets such as ASEAN, Middle East
and Africa; sought out sizeable and influential exhibitions in these
regions with an aim to promote its business and products, in order to
further expand its export business.
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Management Discussion and Analysis (cont'd)

In May 2014, Yongzhou Shanxiang, a representative of the Group’s
food and beverages business, participated in the “Seoul Food 2014”
exhibition held in Seoul, Korea. The exhibition attracted over 1,300
participating companies and more than 55,000 visitors from around
the world. Yongzhou Shanxiang presented its signature products
such as litsea cubeba oil, citral chemotype and menthol as well as
quality products from Guangzhou Huabao, Huabao Kongque and
Guangdong Zhaoging at the exhibition. These products received
attention and positive feedback from professionals from Korea,
Europe and the U.S., making significant contribution to the Group’s
food and beverages business in terms of global business promotion.

Review of fragrances business

For the six months ended 30 September 2014, sales revenue of
the Group’s fragrances business amounted to HKD41,934,000,
representing an increase of approximately 2.9% from HKD40,737,000
for the corresponding period last year, representing approximately
1.9% of the total revenue of the Group. Operating profit of the
fragrances segment reached HKD6,852,000, representing a
significant increase of 70.9% from the corresponding period
last year; EBIT margin was approximately 16.3%, representing a
substantial improvement of 6.5 percentage points from 9.8% of the
corresponding period last year.

In recent years, the Group has anticipated the new trend of rapid
domestic sales growth in liquid laundry detergent, and stepped
up research and promotion efforts of such products. Currently,
satisfactory results have been achieved as proportion of sales has
been on an upward trend. The washing business now accounts for
the largest proportion of sales of Xiamen Amber. Meanwhile, Xiamen
Amber also further optimized its product structure. During the
reporting period, besides the liquid laundry detergent business, sales
revenue from washing powder, dishwashing detergent, shampoo,
shower gel and soap also achieved rapid growth. In addition, Xiamen
Amber adopted a series of effective measures for its purchasing and
inventory systems, which reduced the effects of the recent large
scale fluctuations in the price of raw materials. Due to optimization
of product sales structure and effective raw material price control
measures, the profitability of Xiamen Amber increased substantially
during the reporting period.
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Management Discussion and Analysis (cont'd)

Review of RTL business

For the six months ended 30 September 2014, sales revenue of the
Group’s RTL business reached HKD481,156,000, representing an
increase of approximately 1.6% as compared to HKD473,377,000 for
the corresponding period last year, while the percentage to the total
revenue of the Group was approximately 22.4%. Operating profit of
RTL segment reached HKD217,350,000, representing an increase of
approximately 19.9% from the corresponding period last year. EBIT
margin was approximately 45.2%, representing an increase of 6.9
percentage points over 38.3% for the corresponding period last year.
The slowdown in sales revenue growth of RTL segment was mainly
attributable to the following reasons: firstly, new RTL capacities
have been emerging from areas such as Jiangsu, Yunnan and Anhui
within this year, which had changed the industry landscape. It is
predicted that as designed capacity is gradually reached in the future,
the situation where demand over supply within the industry will
be relieved to a great extent, thus competition will be intensified,;
secondly, due to increased harvest of tobacco leaves in 2013, the
STMA has stepped up its procurement of tobacco leaves which in
turn provided tobacco companies with sufficient tobacco leaves, and
subsequently discouraged the usage of RTL to a certain extent; thirdly,
as tobacco companies purchased more RTL last year, their inventory
remained at relatively high levels. Under the “liquidate inventory and
effectively reduce raw material levels” policy of the STMA, the volume
of RTL procurement by tobacco companies have been affected to a
certain extent.

In response to the adverse factors in the first half of the year and
intensifying competition within the industry, the Group adopted
certain measures to ensure a healthy and stable development of
the RTL business. After the second phase of the production line of
Guangdong Jinye became certified by the STMA in March 2014, the
Company thoroughly organized and enhanced the stability of raw
material quality, the stability and controllability of the production
process and quality management levels, which further enhanced the
quality of RTL products. Meanwhile, benefitting from the constant
enhancement of quality and structural positioning of the Group’s
RTL products, along with effective control over production cost, the
operating profit of RTL grew rapidly, while operating profit margin
also increased substantially. On the same token, the Group strived
to exploit internal potential and actively developed and promoted
measures to reduce cost and expenses. By utilizing raw materials,
reducing procurement costs, optimizing production workmanship,
enhancing production efficiency and production vyield, stepping up
research in enhancing critical workmanship techniques and adjusting
rationalized variables, the processing cost of products was controlled,
ensuring the enhancement of the profitability of the business segment.
In the long run, to seek out broader room of development within
an industry with increased competition, the Group will proactively
promote the usage of RTL by way of continuously enhancing both
of production workmanships and product quality; and may actively
expand into overseas markets to ensure the continuous growth of the
segment business.
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Management Discussion and Analysis (cont'd)

Review of hew materials business

For the six months ended 30 September 2014, the Group’s sales
revenue from new materials was HKD43,868,000, while sales revenue
was HKD3,518,000 in the corresponding period last year. Operating
profit from the new materials segment was HKD7,609,000, and the
operating loss was HKD11,959,000 in the corresponding period last
year. The EBIT margin of the new materials segment for the current
reporting period was approximately 17.3%.

In order to satisfy customer demands in technological and product
innovation and achieving strict tar and harmful content reduction
targets in recent years, the Group established technology platforms in
areas such as cigarette smoke transmission, innovative tobacco stem
processing and specialized RTL, which aimed to provide customers
with comprehensive and diversified solutions. As the Group stepped
up efforts in technological research, product development and
marketing, various new materials began to mature and receive
positive feedback from customers.

During the reporting period, the cigarette smoke transmission
technology platform and its related products were first to come
to fruition. The Group's flavoured capsules have been accepted by
certain customers and are being utilized in the filters of their high-
end products. Flavoured capsules being utilized currently include
ginseng, mint, tobacco, fruit and wine flavours, etc. The Group also
possesses other flavours which will be introduced according to market
preference and trends. Meanwhile, various forms of filters and related
products also achieved certain degrees of success in the reporting
period. In the future, the Group will continue to follow market trends
and develop related products for the constantly evolving demands
of customers, such as the shaping and industrialized development of
water capsules, which are essential to retaining moisture in Chinese
cigarettes. With the continued enhancement and diversification of
market demand for cigarette product types, the Group predicts that
filters and related products will maintain a positive growth trend for
some time in the future.

For the innovative tobacco stem processing technology platform,
during the reporting period, the Group has further optimized and
adjusted trial production line facilities and workmanship, which
boosted the technical indicators of the production line. Numerous
customers have expressed a great deal of interest in the products of
the innovative tobacco stem processing technology platform and may
collaborate with the Group. It is predicted that the production line
will achieve preliminary sales results in the second half of this financial
year, and may become a point of new growth for the Group in the
next phase.
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Management Discussion and Analysis (cont'd)

After years of persistent hard work, the new material segment of the
Group finally achieved satisfactory sales revenue during the reporting
period. The Group will continue to invest resources towards new
materials, persist in product development in the idea of “safety,
innovative and functionality”, with an aim to have the new materials
segment to provide the Group with new growth momentum in
the next stage, so as to mark another successful positioning of the
“Multi-pronged, Focused Growth” strategy.

Latest development of e-cigarette

During the first half of 2014, the Group continued its tactical
deployment of the e-cigarette business as preparation works were
implemented according to schedule. In terms of brand building,
the Group has already registered the SPV brand in China and the
U.S. for future development of e-cigarette and related business.
Currently, promotional activities have begun in certain areas, which
included acting as an official sponsor of the STORM Electronic Music
Festival, one of the largest electronic music festivals in China, held in
Shanghai in October 2014. During the music festival, the SPV brand
engaged in product giveaways, interactive games, live MCs and guest
invitation to exhibit the brand to the participants of the music festival,
forming their intuition on the products. After the event, SPV received
a fine reputation and overwhelmingly positive responses, with the
promotion creating great impact. In terms of products, the Group’s
products introduced in China are currently without nicotine, which
mainly include various flavours such as fruit mint and coffee, etc. In
the future, new products will continue to be introduced according to
consumer preference and trends in the market. In terms of channel
building, the Group plans to conduct online sales in the initial stage
and have already established a flagship store on tmall.com, which
received positive remarks and widespread recognition. In the future,
new sales channels will be developed to establish a complete sales
network both online and offline. The Group will then commit a certain
amount of time towards brand building and promotion to quickly
enhance brand recognition to make SPV a renowned e-cigarette
brand both domestically and abroad.

R&D and innovation capability

The Group has a leading R&D platform in China’s flavours and
fragrances industry and an international-calibore R&D team. The
Group has constructed a State-recognised technical centre and a
post-doctorate scientific research workstation in Shanghai, and has
established joint laboratories with several major tobacco enterprises.
It has also established a designated RTL production and R&D base in
Shantou, Guangdong province authorised by the STMA and overseas
R&D centres in Germany and the U.S.. The Group possesses a R&D
team that is comprised of experienced personnel, both domestically
and abroad, with its R&D capability continuing to lead the domestic
industry. For the six months ended 30 September 2014, R&D expenses
of the Group were approximately HKD124,837,000, accounting for
approximately 5.8% of total sales revenue, up from 5.5% in the
corresponding period of last year.
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Management Discussion and Analysis (cont'd)

In May 2014, the unveiling ceremony of the “Tobacco Innovation
and Technology Joint Laboratory” jointly established by the Group
and China Tobacco Yunnan was held at Guangdong Jinye. The
core management of both the Group and China Tobacco Yunnan
attended the unveiling ceremony. The two parties have resolved
that the work of the joint laboratory will mainly revolve around
innovative tobacco technologies and will focus research in the four
fields of “innovation in tobacco raw materials”, “innovation in
tobacco materials”, “innovative tobacco technology” and “innovative
aromatic raw materials and technologies”. Currently the two parties’
respective R&D departments have reached full engagement and have
commenced cooperation on the aforementioned topics.

The launch of the joint laboratory will benefit both parties in terms of
realizing technological resource advantages in the fields of tobacco
innovation technology, tobacco analysis and inspection and tobacco
chemistry, etc., while expediting innovation and enhancing results
sharing and transfer. This bears great significance for the support
of China Tobacco Yunnan's brand development and upgrade, the
enhancement of technological innovation capabilities and technicality
of products of the Group, as well as promoting the advancement of
technology within the industry.

Besides multi-faceted and diversified cooperation with the STMA, the
Group also constantly explored to enhance its own R&D capabilities
and technology standards. In regards to RTL, “Guangdong Shantou
Paper-making Reconstituted Tobacco Leaves Enhancement Project”
officially began in June 2012. The project aimed to cover the
characteristics of Chinese cigarettes, integrate advanced domestic and
foreign technology to establish a high speed, high efficiency, clean,
low consumption and innovative production line up to international
production standards. During its implementation process, the
project achieved three internationally leading and one internationally
advanced technological achievements, and ultimately was officially
certified by the STMA in March 2014, which became the first paper-
making RTL landmark production line certified by the STMA. The
production line currently operates at an average speed of over 190
meters per minute, with a production yield of above 89% and energy
consumption rate is maintained below 0.85 tons of standard coal for
each ton of product. Such production indicators are of international
leading standards.
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Management Discussion and Analysis (cont'd)

On the other hand, the Group has begun the R&D on a specialized
RTL production technology that is different from paper-making RTL
several years ago. In 2014, Guangdong lJinye has completed and
successfully fine-tuned a trial production line of dry-pressed RTL.
During the implementation process of such project, Guangdong Jinye
received one international patent and eight domestic patents. The
workmanship of the trial production line borrows from dissolved air
floatation paper making, which after through optimization retained
the workmanship advantages of traditional paper-making RTL,
and also possesses technical advantages such as simple production
workmanship, relatively low capital investment, low production
operation cost, high fragrance intensity of products, high production
yield and low waste emission. Currently, several sizable tobacco
enterprises have expressed positive remarks and a high degree of
interest in the Group’s dry-pressed RTL production technology.
The Group will then further the R&D in this field, to improve and
enhance related production workmanships, which in turn to lead the
diversified development of RTL production in the tobacco industry so
as to satisfy different customer needs.

For innovation tobacco stem, the Group focused on the problem
where current tobacco stem technology not being able to fulfill the
ideal application of cigarette stems and the international search for
ways to fully utilize plants of tobacco and developed a new expanding
stem processing technology. The technology is an innovative tobacco
stem workmanship which utilizes over-heated steam and microwave
to ensure the structural integrity of stem cells and expansion efficiency.
Processing was also intensified to more effectively remove mixed
gas in stems, enhancing inhaling quality and formula adaptability
to achieve an ideal balance in tobacco stem and cigarette products.
Currently, the Group has completed construction of a trial production
line for innovative over-heated steam and microwave expansion
stems. Besides obtaining numerous patents during the process, the
Group also formulated an intention to collaborate with several sizable
tobacco enterprises. The abovementioned new materials are currently
the Group’s main focus for new business development, with an aim
to become another scaled business for the Group in the future so as
to support the diversified and leaping growth of the business of the
Group.
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Management Discussion and Analysis (cont'd)

BUSINESS PROSPECTS

Looking ahead to the second half of 2014, recovery of the global
economy is expected to pick up. In the second half of the year,
the Chinese government will adopt limited and targeted policies to
stimulate the economy, which include tax relief for small and medium
enterprises, expedited fiscal and infrastructure spending and targeted
decrease in bank reserve requirement. It is expected that the targeted
annual economic growth rate of 7.4% can be achieved, but the
pressure to implement structural reforms to enhance growth potential
or maintain the sustainability of growth will still exist.

Under such complex economic conditions, the Group persists in the
development strategy of “Multi-pronged, Focused Growth”, focuses
on its matured flavours and RTL businesses as its core segments and
strives to achieve horizontal integration in terms of new materials
business and vertical integration in terms of aromatic raw materials
and e-cigarette businesses, so as to continuously exploring for
new business opportunities in expanding the scope of its business.
Meanwhile, the Group has attempted to establish a finance leasing
platform that is related to the core businesses in order to provide
customers with comprehensive services. In the future, to maintain
its technology innovation capacity for its sustainable development,
the Group will closely monitor and invest in globally advanced
technologies. It will remain persistent in combining the ways of
organic development and mergers and acquisitions, and to probe
for multi-channels of financing; to establish a foothold in the China
market and promote the development of international business
when appropriate, in order to create values for our customers. The
Group believes that with its evident advantage in R&D and long-
term stable relationships with customers, the Group is capable of
maintaining healthy and steady growth. Based on its outstanding
management style, quality talents, innovative business ideas and
steady development, the Group will continue to bring favorable
returns to its shareholders!

FINANCIAL REVIEW

Analysis of interim results for the six months ended 30
September 2014

Sales revenue

The Group's sales revenue amounted to HKD2,151,137,000 for the
six months ended 30 September 2014, representing an increase of
10.8% as compared with HKD1,941,939,000 for the corresponding
period last year. The growth in the sales revenue was mainly
attributable to the speedy growth of flavours and new materials had
started to realize sales revenue to a certain scale. For the six months
ended 30 September 2014, sales revenue from flavours increased
by 11.2% to HKD1,584,179,000; sales revenue from fragrances
increased by 2.9% to HKD41,934,000; sales revenue from RTL
increased by 1.6% to HKD481,156,000; sales revenue from new
materials amounted to HKD43,868,000.
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Management Discussion and Analysis (cont'd)

Cost of goods sold

The Group's cost of goods sold amounted to HKD659,771,000 for
the six months ended 30 September 2014, representing an increase
of 8.3% as compared with HKD609,046,000 for the corresponding
period last year.

Gross profit and gross profit margin

The gross profit of the Group increased from HKD1,332,893,000 for
the six months ended 30 September 2013 to HKD1,491,366,000 for
the six months ended 30 September 2014, representing an increase
of 11.9%. The Group'’s gross profit margin for the first half of the
year reached 69.3%, which was slightly higher than 68.6% of first
half of last year and was mainly attributable to the Group’s sound
management of cost of goods sold.

Other income

Other income of the Group was HKD135,831,000 for the six
months ended 30 September 2014, representing an increase
of HKD50,993,000 as compared with HKD84,838,000 for the six
months ended 30 September 2013. The increase in other income was
mainly attributable to the significant increase in government grants.

Selling and marketing expenses

The selling and marketing expenses of the Group comprised mainly
traveling expenses, transportation cost, salaries and office expenses.
The selling and marketing expenses of the Group for the six months
ended 30 September 2014 were HKD94,260,000, representing
an increase of 19.9% as compared with HKD78,591,000 for the
corresponding period last year. Selling and marketing expenses to
total sales revenue for the six months ended 30 September 2014
and 2013 amounted to approximately 4.4% and 4.0% respectively.
The increase in such ratio was mainly attributable to an increase in
employee salary and to the Group stepping up its selling efforts which
resulted in an increase in related expenses.

Administrative expenses

The Group’s administrative expenses amounted to HKD352,363,000
for the six months ended 30 September 2014, representing an
increase of 19.0% as compared with HKD296,215,000 for the
corresponding period last year. The ratio of administrative expenses to
total sales was approximately 16.4%, representing an increase of 1.1
percentage points as compared with 15.3% for the corresponding
period last year. The increase in the ratio of administrative expenses
to total sales revenue was mainly attributable to the increase in R&D
expenses and employee salary, etc.
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Management Discussion and Analysis (cont'd)

Operating profit

The operating profit of the Group for the six months ended 30
September 2014 was HKD1,180,574,000, representing an increase
of approximately 13.2% as compared with HKD1,042,925,000 for
the corresponding period last year, while the operating profit margin
increased by 1.2 percentage points to approximately 54.9% during
the first half of the year from approximately 53.7% for the first half
of last year. The increase in operating profit was mainly attributable
to the speedy growth of sales revenue and significant increase of
other income.

Income tax expenses

The income tax expenses of the Group for the six months ended 30
September 2014 was HKD214,937,000, representing an increase of
36.5% as compared with HKD157,462,000 for the corresponding
period last year. Income tax rate of the current period was
approximately 17.8%, which was relatively consistent with 17.4% of
the last financial year.

Profit attributable to the equity holders of the Company
Profit attributable to the equity holders of the Company was
HKD984,013,000 for the six months ended 30 September
2014, representing an increase of 10.2% as compared with
HKD893,188,000 for the corresponding period last year.

Net current asset value and financial resources

As at 30 September 2014, the net current asset value of the Group
was HKD4,512,138,000 (31 March 2014: HKD4,068,533,000).
The Group generates its working capital mainly through its
operating activities to maintain a sound financial position. As at 30
September 2014, the Group’s cash and bank balances amounted to
HKD4,137,920,000 (31 March 2014: HKD3,181,745,000). The Group
neither had any forex hedging products nor structured investment
products or financial derivatives.

Bank borrowings and gearing ratio

As at 30 September 2014, the Group had bank borrowings of
HKD530,143,000 (31 March 2014: HKD530,131,000), 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 six months ended 30 September 2014,
the average annual interest rate of such unsecured loan was 2.35%
(2013: 2.38%); the average annual interest rate of the remaining
secured loan was 6.30% (2013: 6.30%). As at 30 September 2014,
the Group’s gearing ratio (total borrowings, include current and non-
current borrowings, divided by total equity (excludes non-controlling
interests)) was 5.8%, which was further lowered from 6.1% as at 31
March 2014.

EEENWR DT @

AEBLEBERNEHZE-_ZT—WEALA=T
B 1k~ 18 A A% %1,180,574,0007C © & E
F [ B 09 7 #51,042,925,0007T ¢ &0 T 4
13.2% > MASEEMNEERFNEBA E—FE
BEH453.7% A1 2B D EARFEH
#954.9% - IEAFMNENFTEEHNIFEER
PR R E A U ES KR IS ANFTEK o

BB
AEBNBEERYEHEZE T —NFLA=Z+
B b8 B A7 #214,937,0007T @ 8 _EF R
HA & #5157,462,0007T » & 51 T 4936.5% °
NHAF SRR RAB217.8% @ B F—BEE
BIHI17 A% EEAREEF -

KRB IFEAELEF
AAREERFAABGRINEEZ -2 —
FNAZ=+HLIENEA A E984,013,000
JC - W EF R BB #5893,188,000 T il T
10.2% o

TEBEEFEAYEER
RZE—NELA=Z+H  AEBNTRBHEE
SH{E &5%4,512,138,0007T (—ZE—ME=A
=+—H : ##4,068,533,0007T) - "REEF
DEBCEEFIRHEEED  HRFEBRVS
AR e RZE—MFNLA=+H  AEEHIR
TREFRE AB4,137,920,0007T (ZZF—
WE=ZA=+—H : &¥3,181,745,0007T) °
AEBBFEEAIIMNEEHER BB HERE
EmMEPBITETR -

RITEFREELFE
RZZE—NFALA=Z+H  AEENRITEE
48 %8 57 #5530,143,0007C (ZE—MF = A
=+—H : ##%530,131,00070) * 2R —F
R EfEE - A #515,000,0007T &1z A
B BBTRITRERSEEXREER - HE
“E-NEAA=THILANER  ZEEFE
K FHFERRAE235E (ZE—=4:238
B): MBTHEBAERNFTHFE X AE6.30
B (ZZE—=F:630E) N_ZT—MNMEIA
—t+RH - AXEEZEELEX (BEK (BER
BNIERBER) MRAEERS - TEIEEHE
) B5.8% - E—ME=A=+—HH
6.1%HE— T o



Huabao International Holdings Limited #8 BB 2% AR A A 2014-2015 Interim Report AR #iR &5

Management Discussion and Analysis (cont'd)

Debtors’ turnover period

Debtors’ turnover period is calculated on the basis of the average
amount of trade receivables net of provisions as at the beginning
and at the end of a relevant financial period divided by the total sales
revenue for the corresponding period and multiplied by 180 days. The
Group generally offers its customers a credit period of approximately
0-180 days, depending on the business volume of, and the length of
business relationship with, the customers. For the six months ended
30 September 2014, the Group’s average debtors’ turnover period
was 81 days, representing an increase of 5 days as compared with 76
days for the last financial year ended 31 March 2014. However, the
debtors’ turnover period was basically consistent with 80 days of the
corresponding period last year, representing an increase of 1 day.

Creditors’ turnover period

Creditors’ turnover period is calculated on the basis of the average
amount of trade payables as at the beginning and at the end of a
relevant financial period divided by the cost of goods sold for the
corresponding period and multiplied by 180 days. Credit periods
granted by suppliers to the Group ranged from 0-180 days. For the
six months ended 30 September 2014, the Group's average creditors’
turnover period was 115 days, representing a decrease of 5 day as
compared with 120 days for the last financial year ended 31 March
2014. However, the creditors’ turnover period was basically consistent
with 119 days of the corresponding period last year, representing a
decrease of 4 days.

Inventory and inventory turnover period

As at 30 September 2014, the Group’s inventory balance amounted
to HKD843,993,000 (31 March 2014: HKD855,694,000). For the six
months ended 30 September 2014, the inventory turnover period
(calculated on the basis of the average amount of inventory balances
as at the beginning and at the end of a relevant financial period
divided by the total cost of goods sold for the corresponding period
and multiplied by 180 days) was 232 days, representing an increase
of 6 days as compared with 226 days for the last financial year
ended 31 March 2014. The increase in inventory turnover period was
mainly attributable to the relatively higher inventory balance of RTL at
the beginning of this period that was resulted from higher inventory
reserves due to the significant increase of production and sales of RTL
in the last financial year.

Foreign exchange and exchange rate risk

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

EEENWR DT @

JE U B A Y

FEUBR B E2 B T iR 18 B B B BUE E 2R 4 K B
REHBRBENREUWE R T2 %k AR
JEHARIM S £ BEBRINIBOKRTE - AEEH
—MRETEEHOZI180BEEH - RIERF
¥BEMNXNNDNEBBAERSERENE - 82
“E-NEAR=THILANER  KEEMHF
HEWEREREN AR  hEEE T —MF
—A=+—BLLE—HMBFEMNT6A EFATS
H - miEExFREAMHEKERERNS0H £
FT18 - FBEERRFET -

FE(T AR A B

FEHBR A EZ BB T BB 1 B B B BUE E HR ) K BB
REFERHE 5 IR T 15 & KR LA FE HAR A9 84
EXABIRNISOKRHE - HEMGETAEE
WEEHNFOEI180H - HE_ZT—NEAA
=+HIENER - AEERNFHYENIRAEE
A58 kBHE-_ZEZ—NE=A=1+—H
I F—BBREEMN1208 TR 758 » miBkxE
FRHMEMRREHMNII9B TR T4H » 15
RERNREFETE o

FEANFEAER
AEBNEFEEEHN - ZT—NFELA=THA
5 #843,993,000T (ZE—MF=A=+—
B : /& #855,694,0000T) c & E —Z —
FANA=Z+THIEANEAR  FEHEEH (BEH
PRFERIRBARNGTE F &R AERE
AR E R AN BB RI80KATE) £232
A hEE—_E—WNF-_A=+—HIt E—
B RFEH2268 LA TEH - TBEEEN L
—REFEEEERNES RESREEM
BYEEERTERBEN LA - SEIAHE
VEES AT °

SME R [E E m B
AEBNTZRBEHETE - WAB KB
BHMAANREEE - EE0E D RE LR E A
I ITEINEREE - FMARBLESEX
BZ(E R - b AN 5 B B A iR 2 BB K L f 1,80
K -

21



22

Huabao International Holdings Limited =& B2 AR A 7] 2014-2015 Interim Report AR 85k &

Management Discussion and Analysis (cont'd)

Pledge of assets

As at 30 September 2014, the secured bank loan of the Group
amounted to RMB12,000,000.

Capital Commitments

As at 30 September 2014, the Group had capital commitments in
respect of the purchase of property, plant, equipment, and available-
for-sale financial assets, contracted for but not provided for in the
financial statements amounting to approximately HKD283,016,000
(31 March 2014: HKD44,709,000), majority of which related to
investments in technology innovation sector.

Contingent liabilities

According to the information available to the Board, the Group had
no contingent liabilities as at 30 September 2014.

HUMAN RESOURCES

As at 30 September 2014, the Group employed a total of 2,402
employees in the PRC, Hong Kong, Germany, U.S., Botswana and
Korea. The sound development of the Group attracts talents in the
industry. During the reporting period, the Group proactively optimized
the employee structure according to the business needs, while applied
targeted streamlining and adjustments to the human resources as a
whole, and continued in hiring outstanding talents of wide range, so
as to meet with the Group's next stage of diversified development.

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

As to remuneration package, the Group monitors closely on
changes in the PRC economics and market environment, reviews the
remuneration level of its employees and human resources market on a
regular basis and makes prompt adjustments to the remuneration and
benefits of employees, targeting to maintain its competitiveness in
the market. Meanwhile, the Group is in the process of formulating an
incentive system consisted of short term and long term considerations
with an aim to further enhance the appraisal system, so as to fully
mobilize employees’ initiatives.
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Other Information

DIRECTORS’ INTEREST IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 September 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
were as follows:

(a) Long position in ordinary shares of the Company

Hib &R
EERERD HERORES 2ER

RZZBE-—NFAA=1TH BEEREEFIHE
ATRARAREAEER (& RLBHF KRB
EIRPIEXVEL) 2 &fp - HBHEERHD RES %
BARRAIRIERE 7 KIS GO FE 352G R E P
FEZERMAREE s  ERRIBRE
STRIFRE M A MG AR A KRB A P2 5 a0
T

(a) ARRAZEBRER

Number Percentage
of issued of the issued
Name of Director Capacity Shares held share capital
BEERT HE BT
BEEgE g4 RGEAR BRAEABDL
CHU Lam Yiy (Note2) Held through controlled corporations Mete D 1,219,813,415 39.31%
SRR () rivehar I NCIESE R
XIA Li Qun Beneficial owner 5,250,000 0.17%
E IR BmEEA
POON Chiu Kwok Beneficial owner 1,830,000 0.06%
&R BEREAA
Note 1: 1,219,813,415 ordinary shares of the Company were held MEE1: ANAR)21,219,813,415 E@AR Y
by Mogul Enterprises Limited, Resourceful Link International % Bl BMogul Enterprises Limited,
Limited, Power Nation International Limited, Jumbo Elite Resourceful Link International
Limited, Raise Sino Investments Limited and Real Elite Limited, Power Nation International
Investments Limited, respectively. Ms. CHU Lam Yiu is the sole Limited, Jumbo Elite Limited, Raise
beneficial owner of the aforesaid six companies. Sino Investments LimitedfReal Elite
Investments Limited#8 o KM%
TREMASEATNE -—ESEES
Ao
Note 2: Ms. CHU Lam Yiu extended the expiry date of a derivative Mizr2: AMELZTBBAHRE T —=F—

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

(b) Interests in share options of the Company

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

Save as disclosed above, as at 30 September 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.
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Other Information (cont'd)

SHARE OPTIONS

As per a resolution passed at the Company’s special general meeting
held on 22 September 2006, the Company adopted a share option
scheme (“Share Option Scheme”). As at 30 September 2014, the
number of share options granted by the Company pursuant to the
Share Option Scheme which are valid and outstanding amounted to
18,760,000, representing approximately 0.60% of the issued share
capital of the Company upon full exercise of the aforesaid share

options.

Details of share options granted, exercised, cancelled and lapsed
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during the reporting period under the Share Option Scheme are set 8 M KMABEMEFIBHOT ¢
out as follows:
Number of Share Options
BREHE
Cancelled/
Balance Granted  Exercised lapsed Balance
asat duringthe during the  during the asat 30
Exercise 1April  reporting  reporting  reporting  September
Grantee Grant Date Price Exercisable Period 2014 period period period 2014
R-Z2-IF
RI2-mE  HEHR  BEERN KEHA AB=TH
ERA RHAH g UEEE NA-A&R g T /&% &8
HKD
Executive Director(s)
HTEE
Mr. POON Chiu Kwok 25 October 2006 3.09 25/10/2006-24/1022016 3,000,000 - (1,830,000 - 1,170,000
ERELE ZEENETAZTER
Independent Non-executive Director(s)
BUFHTEE
Mr. LEE Luk Shiu 25 October 2006 309 25/10/2006-24/10/2016 200,000 - - - 200,000
kit ZEENETAZTEA
Ms. MA Yun Yan 25 October 2006 309 25/10/2006-24/10/2016 800,000 - - - 800,000
MERT ZEERETAZTARA
Other Participant(s) 10 October 2006 3.09 10/10/2006-9/10/2016 7,600,000 - - - 7,600,000
EftgEE “EENFTATH
17 October 2007 6.65 17/4/2008-16/10/2017 8,990,000 - - - 8,990,000
ZERLETATER
14 April 2008 6.39 14/4/2008-13/4/2018 3,400,000 - - (3,400,000) -
—ZF\EMATIEA
Total
&i 23,990,000 - (1,830,000) (3,400,000) 18,760,000
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Other Information (cont'd)

DIRECTORS’
DEBENTURES

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

RIGHT TO ACQUIRE SHARES OR

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 September 2014, other than the interests disclosed in the
section headed “Directors’ interest in shares, underlying shares and
debentures”, the register of substantial shareholders maintained
by the Company under Section 336 of the SFO showed that the
following person(s)/corporation(s) held interests or short positions in
5% or more of the issued share capital of the Company:

Long position in ordinary shares of the Company

HiER @)
BEETBERODESF 2ERN

BREAGEE T HMBERMNENARES
Sh RRTE] - E&KERQBREEFMER
AR E AR E2EERTH - &
EARBZES A EWBARRQ B A EAME
Bz By KBS m s o

FERRZHER
RZZB-—MNFAA=TH BRIEEFNK
- kD MMEF 2 Em | —ERE 2R
@O - AR RIRERE 75 LB R I F3361F7F
B TERREFZMBETR - THAL EEFF
BARRIEEITRAS% I FERSIAR

alj

ZEBRER

Number Percentage

of issued of the issued

Name of Substantial Shareholders Capacity Shares held share capital

BEERT EE 1T

FTERRERE 14 RHBE RAEBDL

Lazard Asset Management LLC Investment manager 434,102,281 13.99%
REKE

Prudential plc Held through controlled corporations 247,521,500 7.98%

b e VNSIES ¥ ]
CORPORATE GOVERNANCE

Compliance with the Corporate Governance Code

The Board of the Company recognises the importance and benefits
of good corporate governance practices and has adopted certain
corporate governance and disclosure practices for enhancing the level
of transparency and accountability.

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

EER

B (EERTAD
ARREZEERRHIEXEAFHANEEN
KRESERNSE - WERME TEEER
BEER - WRIESBEREMEEKF

EEgEERMNRASENRBAMNEER
B WEAMSEERA BRI AR AARE
8 E B A /Y _E T AR RUADE IR B SRV 0)| © Bf
BRTEHRNESTEXBERMEHRAEESE
ENEEGHER - ARFEEILEBENEE
BHENEERNRARLENEBERNER -
AER AR B ERESURE R MERSER

BEME-
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Other Information (cont'd)

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

Code provision A.2.1 provides that the roles of chairman and chief
executive should be separate and should not be performed by the
same individual. Ms. CHU Lam Yiu, Chairwoman 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
and Non-executive Director 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.

Changes to Information in respect of Directors

In accordance with Rule 13.51B(1) of the Listing Rules, the changes
to information required to be disclosed by directors pursuant to
paragraphs (a) to (e) and (g) of Rule 13.51(2) subsequent to the date
of the Annual Report as of 31 March 2014 of the Company are set
out below:

1. In order to cope with the requirement for long-term strategic
planning and business development of the Company, the senior
management structure of the Company has been adjusted by
including a position of President under CEOQ. Following the
above adjustment with effect from 19 September 2014, the
Company’s senior management structure comprises of the
Chairwoman of the Board, CEO and President. Mr. XIA Li Qun
was appointed as the President of the Company with effect
from 19 September 2014.

2. Ms. MA Yun Yan was appointed as a member of the Eighth
Listing Committee of Shenzhen Stock Exchange on 28
September 2014 for a term of two years.
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Other Information (cont'd)

3. Mr. WU Chi Keung resigned as an independent non-executive
director of both GreaterChina Professional Services Limited
and China Renji Medical Group Limited with effect from 2 July
2014 and 15 July 2014 respectively. He was appointed as an
independent non-executive director of Link Holdings Limited
(listed on the Growth Enterprise Market of the Stock Exchange
on 7 July 2014) on 20 June 2014 and resigned on 3 October
2014.

4. Mr. LEE Luk Shiu was appointed as an independent
non-executive director of Hin Sang Group (International) Holding
Co. Ltd. (listed on the Main Board of the Stock Exchange on 16
October 2014) with effect from 25 September 2014.

Model Code for Securities Transactions by Directors of
Listed Issuers

The Company has adopted the Model Code as the code of conduct
regarding dealing in the securities of the Company by the Directors.
Having made specific enquiries of all Directors, the Company has
received their written confirmations that they have complied with the
required standard as set out in the Model Code throughout the six
months ended 30 September 2014.

INTERIM AND SPECIAL DIVIDENDS

The Board has resolved to declare an interim dividend of HK9.52
cents per Share (2013: HK8.68 cents per Share) and a special dividend
of HK22.20 cents per Share (2013: HK2.88 cents per Share) both
in cash for the six months ended 30 September 2014, which are
expected to be paid on or about 27 February 2015 to Shareholders
whose names appear on the register of members of the Company as
at 13 February 2015.

CLOSE OF REGISTER OF MEMBERS

In order to determine Shareholders who qualify for the interim and
special dividends, the register of members of the Company will
be closed from 11 February 2015 to 13 February 2015, both days
inclusive, during which no transfer of shares will be effected. All
properly completed transfers form(s) accompanied by the relevant
share certificate(s) 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 10 February 2015.

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

During the six months ended 30 September 2014, neither the
Company nor any of its subsidiaries purchased, sold or redeemed any
of the Company’s listed securities.

Hia&ER @

3. MAERAESAIR_T—NFLtAZHK
—E-NFE+ A+ AR TEEEERG
ERARIERFABECERBEEBAERAGZ
BYIERITES - FR-ZT—WFE A=
T HEEZAAEEERERAR) (ZE—
MELtAEBHRBRATAIZER ET) 258
VIEHITES YR _E—ME+A=H
BT o

4. FHEKELEEBZERTEEER (BEK) 5

BRERAR (ZF—MNF+AT/NBRE
RATERET) 2B ERMITEE > B
T-MFENAZTEBRBER -

IHBRTAESETESIZNEFEESA

ARARERMFEESTH - (FEREFETARE
BHEXZFNHETEL - KAEREEELRTE
EHRR ARRERE2BES 2 EEERR
ERBE_FT--NFAA=THLERNEARE
ETIRESTRIFTRE 2 IR ©

FHA R 45 BB 2
EEgRFEANTE—RAF-_A+=RARIIR
AREIRREMZBEREREE T —HF LA
=+ HIEANEAZReFHKRE FREK .52
W(Z=—=F : FRBE8.681L) R&FHIK
BERBE2R22 (ZEE—=F: GIRBE
2.880l) - TEEAFEIRERIRER S —RF
“A-t++tHEAIBIRE -

TERERDBFERFE
RIERBREEERERTHARSRIRE AR
AR E—AF_At+—HE-ZE—RHF_
A+=ZBLt (EEMBBREAEARN) HEHER
MBFELFE IBEEZNBRRKERS
AREREEN T —AF _ATHA TR
ST RRREARRZCBEBROBEERLRSE
BEERERARAR  WIEAFEEFERER
1835 A AN 32218 o

R

B HEFBELEALQF 2 LHES

5

D

REE_T—NFEAA=THIEXEABHE
C ARBRETARBEARMERE  HE
BRI RMEA] LS

9 3%

27



28

Huabao International Holdings Limited =& B2 AR A 7] 2014-2015 Interim Report AR 85k &

Other Information (cont'd)

PUBLIC FLOAT

Based on the information that was publicly available and to the best
belief and knowledge of the Directors, the Company had maintained
the prescribed public float throughout the six months ended 30
September 2014 and up to the date of this report as required under
the Listing Rules.

AUDIT COMMITTEE

The Board has formed an Audit Committee in accordance with the
Listing Rules to fulfill the functions of reviewing and monitoring the
financial reporting procedure and internal control of the Company.
The Audit Committee members currently comprise all of the INEDs,
namely Dr. DING Ningning, Mr. LEE Luk Shiu, Ms. MA Yun Yan
and Mr. WU Chi Keung. The Audit Committee and the Board
have reviewed and approved the Company’s unaudited condensed
consolidated interim financial information for the six months ended
30 September 2014.

By Order of the Board
CHU Lam Yiu
Chairwoman and CEO

Hong Kong, 19 November 2014
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Review Report

e
pwec

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

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

Introduction

We have reviewed the interim financial information set out on pages
31 to 62, which comprises the condensed consolidated statement
of financial position of Huabao International Holdings Limited (the
“Company”) and its subsidiaries (together, the “Group”) as at 30
September 2014 and the related condensed consolidated statements
of income, comprehensive income, changes in equity and cash flows
for the six-month period then ended, and a summary of significant
accounting policies and other explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof and Hong
Kong Accounting Standard 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance with
Hong Kong Accounting Standard 34 “Interim Financial Reporting”.
Our responsibility is to express a conclusion on this interim financial
information based on our review and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
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PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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TG ¢ +852 2289 8888, H I ¢ +852 2810 9888, www.pwchk.com
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Review Report (contd)

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared,
in all material respects, in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 19 November 2014
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Condensed Consolidated Statement G L
of Financial Position

For the six months ended 30 September 2014 HE-_ZT—NFAA=TRHIEXEA

(All amounts in HK dollar thousands unless otherwise stated) (BRBHEEBEEI - FTESEHNEETITIR)
30 September 31 March
2014 2014
—E-OF —ZE—mEF
NBA=+H =RA=+—H
Note Unaudited Audited
B RICEX EEZ
Assets BE
Non-current assets EREBEE
Property, plant and equipment ME - HER KRG 7 1,418,552 1,425,497
Land use rights + b {5 PR 7 197,185 200,247
Intangible assets M AE 7 2,914,558 2,931,430
Investments in associates /N s 230,913 239,044
Investments in a jointly controlled entity AHERIEFIE e 2 & 6,997 7,442
Available-for-sale financial assets A ESBmEE 155,281 154,504
Deferred income tax assets RIEFTESREE 8 68,356 66,208
4,991,842 5,024,372
Current assets REEE
Inventories ey 843,993 855,694
Trade and other receivables B 5 NEMEKRRTE 9 1,321,209 1,341,399
Assets held for sale BIELERE 5,199 5,196
Short-term time deposits RHHITF BT 810,253 806,400
Cash and cash equivalents e RIBESEEY 3,327,667 2,375,345
6,308,321 5,384,034
Total assets HMEE 11,300,163 10,408,406
Equity Rz
Capital and reserves attributable to RATREZIEEAEWN
the Company’s equity holders BRAR #E
Share capital f& 7 10 310,315 310,132
Reserves & 12 1,115,925 1,110,334
Retained earnings REB &
— Proposed interim/final dividend — BRRE S REAAR B 19 295,420 325,520
— Proposed special dividend — BORERRIAR B 19 688,899 217,221
— Others —H 6,721,207 6,722,364
9,131,766 8,685,571
Non-controlling interests FEIEFIM R 289,846 314,658
Total equity MR 9,421,612 9,000,229
Liabilities =L
Non-current liabilities FkRBERS
Deferred income tax liabilities RIEFTESHAE 8 82,368 92,676
Current liabilities RBEE
Borrowings B 13 530,143 530,131
Trade and other payables B 5 NEMERNIE 14 1,101,795 652,094
Current income tax liabilities EHBHARE 164,245 133,276
1,796,183 1,315,501
Total liabilities FG =R 1,878,551 1,408,177
Total equity and liabilities HEZREE 11,300,163 10,408,406
Net current assets REBEETFE 4,512,138 4,068,533
Total assets less current liabilities HEERRBEE 9,503,980 9,092,905

The notes on pages 36 to 62 are an integral part of this condensed
consolidated interim financial information.

FI6EE2ANMEARNBRLEA UM E
FHEVERE B
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Condensed Consolidated Income Statement

For the six months ended 30 September 2014
(All amounts in HK dollar thousands unless otherwise stated)

LR S

BE_ZT-NFEAA=THIXEH
(BR=BEBES - AESBARBETTIIR)

Unaudited
REEEX

Six months ended
30 September

BEAA=+THLAEA

Note 2014 2013

FfaE —E-mF —ET—=F
Sales B 6 2,151,137 1,941,939
Cost of goods sold SHE AR (659,771) (609,046)
Gross profit EF 1,491,366 1,332,893
Other income e 15 135,831 84,838
Selling and marketing expenses SHE Mg ERER (94,260) (78,591)
Administrative expenses THEA (352,363) (296,215)
Operating profit EEZER 1,180,574 1,042,925
Finance income BEFSUR A 30,110 22,707
Finance costs BhE KA (6,490) (5,783)
Finance income — net B — F5E 23,620 16,924
Share of profit/(loss) of associates and FEAG B 2 B e A2 )

a jointly controlled entity BB (BE) 230 (1,432)
Profit before income tax BB AT ZE R 1,204,424 1,058,417
Income tax expense FrisHt 17 (214,937) (157,462)
Profit for the period 7 HA 2 A 989,487 900,955
Attributable to: P4k -

Equity holders of the Company RABIEREBEA 984,013 893,188
Non-controlling interests FEfE MR 2R 5,474 7,767

989,487 900,955
Earnings per share for profit attributable ZHIEZAQT#EREE A

to the Company’s equity holders EBENSRET

for the period

Basic (HK cents) B GEALD 18(a) 31.72 28.80

Diluted (HK cents) g GBI 18(b) 31.68 28.79
Interim dividend RHIRE 19 295,420 269,194
Special dividend FRIRE 19 688,899 89,318

984,319 358,512

The notes on pages 36 to 62 are an integral part of this condensed

consolidated interim financial information.

Koz
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Condensed Consolidated Statement fBHHsEeZHRER

of Comprehensive Income

For the six months ended 30 September 2014 BE—_T-WEAA=FTHALEAEA

(All amounts in HK dollar thousands unless otherwise stated) (BRBHEEBEEI - FTESEHNEETITIR)
Unaudited
REEEX

Six months ended
30 September
BZEAB=1+HLEXEA

2014 2013
—E-MF —T—=F
Profit for the period AHIEEF 989,487 900,955
Other comprehensive income: Hh 2 E W :
Items that may be reclassified to profit or loss A EF PR R E H
Fair value changes on available-for-sale AHEEEREEY
financial assets, net of tax BRIENAER 340 3,745
Currency translation differences on BINETEZ
foreign operations BEmEEE (876) 127,936
Other comprehensive (loss)/income for FHERHE AR MRE
the period, net of tax (E518), s (536) 131,681
Total comprehensive income for AHERBREZEkEEEE
the period, net of tax 988,951 1,032,636
Total comprehensive income attributable to:  FE{E2EURGHEELE :
Equity holders of the Company RARIERFFEA 983,281 1,017,524
Non-controlling interests FEREHI A R 5,670 15,112
988,951 1,032,636

The notes on pages 36 to 62 are an integral part of this condensed 5368 628 MM iT AR LES P EBEE
consolidated interim financial information. BRI, -
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Condensed Consolidated Statement AR E R B R
of Changes in Equity
For the six months ended 30 September 2014 BE—T-WEAA=tALEAEA
(All amounts in HK dollar thousands unless otherwise stated) (BB EIREEIN - FTESTEH BB T TIIR)
Unaudited
REER
Attributable to equity holders of the Company
KRFERBEAER
Non-
Share Retained controlling Total
capital  Reserves  earnings Total interests equity
FFEHE
S E  REEA it i BRs
Balance at 1 April 2013 RZE-ZfNF-H 311,013 914,597 6,053,801 | 7,279,411 346,265 7,625,676
Effects on change in accounting policy SHEREENTE - (264) 264 - - -
Total comprehensive income for BE_E-=FNA=1H
the six months ended 30 September 2013 Lt ABANZERF A - 124336 893,188 | 1,017,524 15,112 1,032,636
Transactions with owners in their REANARBANRS
capacity as owners:
Dividends payable to shareholders ARERT RS - - (378361)| (378,361) - (378,361)
Dividends payable to non-controlling interests [ ZFH 1R R #IA% S - - - - (33,675)  (33,675)
Appropriation from net profit Efybzdng - 12,214 (12,214) - - -
Repurchase and cancellation of shares Bl KTk (881) 881 (13,937)| (13,937) - (13,937)
Acquisition of additional interest in ISR PR 2R B M
Yongzhou Shanxiang Flavour Co., Ltd. IBERERAA
("Yongzhou Shanxiang”) from (RMILE]) BIMER
non-controlling interest - (948) - (948) (4,294) (5,242)
Disposal of a subsidiary HERBAT - - - - (14,356)  (14,356)
Additional investment in BINTERFZENBATR
non-wholly owned subsidiary - - - - 3,221 3,221
Total transactions with owners BRREARZBE (881) 12,147  (404512) | (393,246)  (49,104)  (442,350)
Balance at 30 September 2013 RZE-ZFNB=1H 310,132 1,050,816 6,542,741 | 7,903,689 312,273 8,215,962
Balance at 1 April 2014 R=Z-NEMA-B 310,132 1,110,334 7,265,105 | 8685571 314,658 9,000,229
Total comprehensive income for BE-2-MEAR=TH
the six months ended 30 September 2014  EAEAMNZENZEE - (732) 984,013 | 983,281 5670 988,951
Transactions with owners in their REANARBANRS
capacity as owners:
Dividends payable to shareholders AREIRA RS - - (542,741) | (542,741) - (542,741)
Dividends paid to non-controlling interests MRS R N AR S - = - - (30482 (30,482)
Appropriation from net profit B AR - 851 (851) - - -
Employee share option scheme (EERRETE
— Issue of shares upon exercise of — TR RERE
share options MBI 183 5,472 - 5,655 = 5,655
Total transactions with owners HEBARZAE 183 6,323  (543,592) | (537,086) (30,482) (567,568)
Balance at 30 September 2014 R=B-mEAA=+A 310315 1,115925 7,705526 | 9,131,766 289,846 9,421,612

The notes on pages 36 to 62 are an integral part of this condensed %36 B 262 B KMt AL R MK E
consolidated interim financial information. FHOEEE I -



Condensed Consolidated
Cash Flow Statement

For the six months ended 30 September 2014

Huabao International Holdin

(Al amounts in HK dollar thousands unless otherwise stated)

gs Limited ZEB BB IZAR AR 2 7] 2014-2015 Interim Report # #i 3R 45
AN ==
BHGSHESRER

BE_ZT—NFAA=FTHIIREA
(BRmEHEBEIN - FFESRGAEE T ITIIR)

Unaudited
REER
Six months ended
30 September
BENAZTHLEAER
Note 2014 2013
B EE “E-IF —T-=F

Cash flows from operating activities BERBzRETE
Cash generated from operations EEEECES 1,276,229 1,036,325
Income tax paid BRETEH (166,906) (186,453)
Net cash generated from operating activities EETBHEL RSB 1,109,323 849,872
Cash flows from investing activities RETBNRERE
Acquisition of subsidiaries eV - (66,533)
Proceeds from disposal of an associate/a subsidiary HEML /HBATER 10,952 15,993
Purchases of property, plant and equipment, land BAME  HEREE -

use right and intangible asset THEREREYEE (76,717) (97,424)
Proceeds from disposal of property, plant and equipment & « R LR EFMEHE 78 206
Short-term time deposits placed BARHSER (3,253) (76,680)
Dividend received BHRE 3,089 844
Interest received BUFIE 30,117 15,905
Net cash used in investing activities RETBFAZESFE (35.734) (207,689)
Cash flows from financing activities RETHNRERE
Dividends paid to shareholders ERESTE (29,154) (18,540)
Acquisition of additional interests in R M P s

a subsidiary from non-controlling interests B R REIMER = (5.242)
Capital contributions from non-controlling interests FEHIERRFEANTE L

g SR - 3,221

Proceeds from issue of shares upon exercise TR A M TR

of share options RIS 5,655 -
Repurchase of shares 188 R (D = (13,937)
New short-term bank borrowings SRR 13 = 15,135
Repayment to a shareholder BEREHRE (93,985) -
Interest paid EfIHE (6,440) (5,693)
Net cash used in financing activities BEEBDFAZESFE (123,924) (25,056)
Net increase in cash and cash equivalents ReRBESEYEMFEE 949,665 617,127
Cash and cash equivalents at 1 April ROUA—B2RERALEEY 2,375,345 1,886,183
Effects of currency translation on cash and EEBREHRER

cash equivalents ReSEYNTE 2,657 32,473
Cash and cash equivalents at 30 September RhB=ZTHZBEERELEEY 3,327,667 2,535,783

The notes on pages 36 to 62 are an integral part of this condensed

consolidated interim financial information.

FE36E62ANMER/RGFEMIERRNEBRE

,f/\ °
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Notes to the Condensed Consolidated
Interim Financial Information

(Al amounts in HK dollar thousands unless otherwise stated)

GENERAL INFORMATION

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

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

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

This condensed consolidated interim financial information is
presented in thousands of units of HK dollars (“HKD’'000")
unless otherwise stated and it has been approved for issue by
the Board of Directors on 19 November 2014.

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

BASIS OF PREPARATION

This condensed consolidated interim financial information for
the six months ended 30 September 2014 has been prepared
in accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities
on the Main Board of Stock Exchange (the “Listing Rules”)
and Hong Kong Accounting Standard ("HKAS") 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA"). This condensed
consolidated interim financial information should be read in
conjunction with the consolidated financial statements of the
Group for the year ended 31 March 2014, which have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS").

B4R & P ) B 35 B BB A
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Notes to the Condensed Consolidated
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

3. ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for
the year ended 31 March 2014, as described in those financial
statements.

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

(b)  There are no other standards or interpretations that are
effective for the first time for this interim period that have
a material impact on the Group.

(0 The following new standards and amendments to
standards have been issued but are not yet effective and
have not been early adopted by the Group:

GRS ES T HRBEERME @
(B RERBEN - A EEEET T5R)

3. EItEE
BTSN - B BRGA MR AR
FETRA Y @t REERE T —mE=
A=+ —BILEENEE B RE AT
iméﬁﬁﬁ—ﬁ'ﬁaﬁﬂiﬂﬁﬁ%

(@) THIAERIDRRERFENRR
MPTE A2 R T ATREE -

(b) 387 EAbTE AN 58 4O ) B U LS A
EREANRBEAR Y AR EE
RERTE -

() BEEMENAREMMAEE IFERE
FBRMEFTRTER R ERNERTT -

Effective for annual
periods beginning

on or after
Z &R
WEE B EEY
HKAS 19 (Amendment) regarding defined benefit plans 1 July 2014
EEEHERIE195% (B2 AR ERANETE —ZE-MF+A—H
HKFRS 14 “Regulatory Deferral Accounts” 1 January 2016
BAMEMEERFE 1455 [EEBIRERE | —E-RF—-A—H
HKFRS11 (Amendment) on accounting for acquisitions of interests in joint operation 1 January 2016
EEMBMEERFE 119 (B2 [ WBHRAKEERNEDE] —E-X¥—-HA—H
HKAS 16 and HKAS 38 (Amendment) on clarification of acceptable 1 January 2016
methods of depreciation and amortisation
B G ERIZE165% R FE38TE (IEoh) [TrES#IHn X T ANEE —E-X¥—-HA—H
HKAS 16 and HKAS 41 (Amendment) on bearer plants 1 January 2016
BAGTERF 165 REAH (B0 [ £EMEY ] —E-X¥—-HA—H
HKFRS 10 and HKAS 28 (Amendment) on the sale or contribution of assets 1 January 2016
between an investor and its associate or joint venture
EEMBREERF 109 L BB G LERIZE285% (&2 —E-X¥—-HA—H
[IREEEABENSLEPEZRANEELEITE]
HKAS 27 (Amendment) “Equity method in separate financial statements” 1 January 2016
B ERIE275% (B2 B Ik 2w % —E-X¥—-HA—H
HKFRS 15 “Revenue from Contracts with Customers” 1 January 2017
BAMEmERNE 155 [FRERUA —E—+H—-HA—H

HKFRS 9 “Financial Instruments”

FEWHREENFN [ SR TE]

1 January 2018
—ET-N\F—A—H
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

ACCOUNTING POLICIES (continued)

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

ESTIMATES

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

In preparing this condensed consolidated interim financial
information, the significant judgements made by management
in applying the Group’s accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended 31
March 2014.

FINANCIAL RISK MANAGEMENT
5.1 Financial risk factors

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

The condensed consolidated interim financial information
does not include all financial risk management
information and disclosures required in the annual
financial statements, and should be read in conjunction
with the Group’s annual financial statements for the year
ended 31 March 2014.

There have been no changes in the risk management
policies since 31 March 2014.

5.2 Liquidity risk
As at 30 September 2014, the Group's net debt is zero (31
March 2014: zero), which is calculated as total borrowings
(including current and non-current borrowings) less cash
and cash equivalents.

R4 E P ER R @
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Notes to the Condensed Consolidated
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

5.4 Fair

R B4R & o 2 B B R R )

(BABEAEIN  HESRHUNEETTIIR)

5. FINANCIAL RISK MANAGEMENT (continued) 5. BBERERE (&)
5.3 Fair value estimation 53 QXAEEME

The following analyses financial instruments carried at KTHA=ZEemITAEEAAE

fair value within a fair value hierarchy that categorizes BEERERNTREGEA - BOITIE

into three levels the inputs to valuation techniques used ARBEARNERIA - TRE
to measure fair value. The three different levels are as FHTEWNT -

follows:

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

e Inputs other than quoted prices included within o BRTF—EFMBEEMNREIN
level 1 that are observable for the asset or liability, ZEEMBENAERNEM
either directly (that is, as prices) or indirectly (that is, WA - AIREE (AFI0ER)
derived from prices) (level 2). gEEENREE®) (=

E) °

e Inputs for the asset or liability that are not based e EBEMBEBEWIFKEBEANEEM
on observable market data (that is, unobservable HEE R A (BI3Er B R
inputs) (level 3). AN (EB=ZE) -

The financial assets of level 3 fair value hierarchy RZE—NHFALA=ZF+BE=_ZE—

classification as at 30 September 2014 and 31 March WE=ZA=+—H F=B1 B

2014 were the available-for-sale financial assets. During BEERBEMNZEHEERTHIEE

the reporting periods, there were no significant changes TREE  RAMEHAN  £FEB

in the business or economic circumstances that affect the N A NE 3 4 BB K ok B T S| BUAR
fair value of the Group’s financial assets and no transfers SECZERMEBEEAARBERESERX
into or out of level 3. g REEENSREENSE=
[EREEE RS A BT o
value measurements using significant 540 FAERAFTABEBANAAE
unobservable inputs (Level 3) BEitE (F=E)
Amount

Available-for-sale financial assets AR ETHEE X

At 1 April 2014 RZZE—MEMA—H 154,504

Fair value change recorded in equity, before tax BRELRT 2 A FEEB AR 662

Currency translation differences BmE xR 115

At 30 September 2014 R-ZE—NFEALA=1H 155,281

There were no changes in valuation techniques during the

period.
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

5.

FINANCIAL RISK MANAGEMENT (continued)
5.5 Group’s valuation processes

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

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

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

SEGMENT INFORMATION

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

—  Flavours;

— Fragrances;

—  Reconstituted tobacco leaves; and
—  New materials.

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 the performance and allocate resources. Management
has determined the operating segments based on these reports.

The Executive Directors consider the business from an operation
perspective and assess the performance of flavours, fragrances,
reconstituted tobacco leaves and new materials 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 paper-making reconstituted tobacco
leaves. In line with the Group’s business development relating
to new materials products, the management has decided
to report a new operating segment — New materials during
this reporting period. This segment includes research and
development, production and sale of new materials products
that are innovative, functional, and applicable to tobacco
industry. The Executive Directors assess the performance of the
operating segments based on a measure of operating profit.
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Notes to the Condensed Consolidated
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

6. SEGMENT INFORMATION (continued)

The segment information for the six months ended 30

September 2014 is presented below:

R4S HI BT S E B M EE (@)

(BABEAEIN  HESRHUNEETTIIR)

6. EEF ()
BEM2FIMT

Unaudited

REEL
For the six months ended 30 September 2014

BE_E-MEANA=THLEAER

BE_Z-—MOFHA=THIEXREANS

Reconstituted New Total
Flavours Fragrances tobacco leaves materials segments Corporate Total
RA BA

BERER  BRER EEEL  WMR A @ @t
Total turnover Fl ] 1,590,276 41,942 483,178 43,868 2,159,264 - 2,159,264
Inter-segment sales DEEHE (6,097) (8) (2,022) - (8,127) - (8,127)
Segment turnover — net DRLEBEFE 1,584,179 41,934 481,156 43,868 2,151,137 - 2,151,137
Segment result DEEE 963,003 6,852 217,350 7,609 1,194,814  (14,240) 1,180,574
Finance income B 30,110
Finance costs BER AR (6,490)
Finance income - net BB - 58 23,620

Share of profit of associates  JE{REEE N a] &

and a jointly controlled HREEH B
entity B 230
Profit before income tax BREiRI &R 1,204,424
Income tax expense FriSH (214,937)
Profit for the period RE AR 989,487

Unaudited
FEER
As at 30 September 2014
R=ZB-MERA=1H
Reconstituted New Total
Flavours Fragrances tobacco leaves materials segments Corporate Total
®A BA

ERER  BRER EEEL  HMR e an @5t
Segment assets DNEBE 7,504,514 167,851 3,338,678 268,136 11,279,179 20,984 11,300,163
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Notes to the Condensed Consolidated 4R S P EI B B ER M @
Interim Financial Information (contd)
(All amounts in HK dollar thousands unless otherwise stated) (BREEEBEIN  FTESBHUNBETITITR)
6. SEGMENT INFORMATION (continued) 6. DEEFR (&)
The segment information for the six months ended 30 BE_ZTE—=FAA=THILEREANS
September 2013 is presented below: HEHZ7T -
Unaudited
RCEG

For the six months ended 30 September 2013
BE_Z-=FAR=THIL~EA
Reconstituted New Total
Flavours ~ Fragrances  tobacco leaves — materials ~ segments  Corporate Total
2R BH
BREN  BREH EEER  HEMH HE@E @z @zt

Total turover BERE 1,465,867 40,748 473377 3,518 1,983,510 - 1,983,510
Inter-segment sales AEEEE (41,560) (11) - - #57) - (&57)
Segment turnover - net DELEE—EE 1424307 40,737 473377 3518 1,941,939 - 1,941,939
Segment result DHEE 879,455 4,010 181,345 (11,959) 1,052,851 (9,926) 1,042,925
Finance income BT 22,707
Finance costs N (5,783)
Finance income - net BISMA — 558 16,924
Share of loss of associates JEEBE AT R

and a jointly controlled HEZHEE

entity ZEE (1,432)
Profit before income tax BREi AT 2R 1,058,417
Income tax expense FiSH (157.462)
Profit for the period AEREF 900,955

Unaudited
REE
As at 30 September 2013
RZE-=FAA=TH
Reconstituted New Total
Flavours ~ Fragrances  tobacco leaves ~ materials ~ segments — Corporate Total
RA AA

EREN  BRER BEER MR e it

Segment assets NEEE 6,318,013 166,834 3,247,046 169,173 9,901,066 83,112 9,984,178
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R4S HI BT S E B M EE (@)

Notes to the Condensed Consolidated
Interim Financial Information (contd)

(BABEAEIN  HESRHUNEETTIIR)

(All amounts in HK dollar thousands unless otherwise stated)

SEGMENT INFORMATION (continued)

Segment result represents the profit earned by each segment
without inclusion of unallocated corporate expenses, finance
costs, 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.

Non-current assets other than financial instruments and
deferred tax assets of the Group as at 30 September 2014 and
31 March 2014 are mainly located in the PRC.

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

Revenue derived from sales made to one single external
customer for the six months ended 30 September 2014
amounted to 19% (30 September 2013: 20%) of the Group’s
total revenue. These revenues are attributable to flavours
segment.

oHER (&)
FHLERARZHBZBA - HPILR
BRERSBBHYT L  RENL - B
W AR (T8 2 7 % S LA R 2 2
& - A BEAEBR A RARMTL,
EHB2RAMAEBLEARE 2518
HE o

BT AMEEFGREENIN - R
T-WEAA=+AR-E-—MEZA=
+—BAREBMIRDEEREE BN
B -

KEIMBEFPHBATBRRIRAHERN
HEAREREN  BEHEH M TE
NEP o

FERBANDE —EPREBE T —
PO A B =+ B 1k 1 B A YA (o
BEA19% (ZE—=FAA=+A :
20%) - WA R ERBEBERH DB
EEHM o
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(BRABEEAEIN  MAEZRHUEETITIIR)

(Al amounts in HK dollar thousands unless otherwise stated)

7. PROPERTY, PLANT AND EQUIPMENT, LAND USE 7. W ¥ - 2R % T ihEHE

RIGHTS AND INTANGIBLE ASSETS REREE
Unaudited
REER
Property,
plant and
equipment Total
(excluding property, Other Total
construction  Construction plantand  Land use intangible  intangible
Note in progress) in progress  equipment rights  Goodwill assets assets
HESY: &
k& (F2 VERY: & At £
it HEIR) HEIR  RREET LHERE BE AWEE  EEEd
For the six months ended HE-5--F
30 September 2013 hA=TRIENER
At 1 April 2013 RZE-=ENA-A 1,310,570 133,240 1,443,810 204,045 | 2,686,372 239373 | 2,925,745
Efects on change of SHRREENYE
accounting policy (405) - (405) - - - -
Additions HE 34,633 25,217 59,910 - - 484 484
Tranfers &y 68,345 (68,345) - - - - -
Disposal of a subsidiary HENEAT (7,002) (13) (7,015) - - - -
Disposals e (4,344) - (4,344) (1,168) - - -
Depreciation and amortization MEREH 16 (70,005) - (70,005) (3.173) - (22497) | (22,497
Currency translation differences EHpEES 22,983 2482 25,465 3,765 46,576 2,37 48813
At 30 September 2013 R-F-=FNA=1H 1,354,775 92,641 1,447,416 203469 | 2,732,948 219597 | 2,952,545
For the six months ended HE-E-MF
30 September 2014 NA=TRIAER
At 1 April 2014 RZZ-TENA-H 1,307,544 117,953 1,425,497 200247 | 2,732,367 199,063 | 2,931,430
Additions hE 18,439 47,293 65,732 - - 602 602
Transfers & 62,057 (62,057) - - - - -
Disposals e (645) - (645) = = = =
Depreciation and amortization MEREH 16 (74,788) - (74,788) (3,156) - (19589 |  (19,589)
Curtency translation differences M HEEE 2,102 54 2,756 9% 1,905 210 2115
At 30 September 2014 RZ-F-RLENA=1R 1,315,309 103,243 1,418,552 197185 | 2,734272 180,286 | 2,914,558
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Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

8.

DEFERRED INCOME TAX ASSETS/LIABILITIES

The movement in the deferred income tax is as follows:

R4S HI BT S E B M EE (@)

(BABEAEIN  HESRHUNEETTIIR)

8. BEFEHAE BHE
EEFEHEBHIT -

Unaudited
REEY
Deferred
income tax
assets Deferred income tax liabilities
{13
FEREE BLFEHEAR
Withholding
income tax
on dividends
Valuation expected to
Unrealized surplus of be remitted
profits assets and from group
arising from recognition entities
intra-group  of intangible  incorporated
Note sales assets in the PRC Total
£BR
LR
£BR AH AT
AREHEE EETME BHE L
FIEEM BUBREY REFELZ
i3 REREF BENER RRMEHR @t
At 1 April 2013 R-E—=FNA—-A 48,710 61,404 1,224 62,628
Recognized in reserves REEER - 1,248 - 1,248
Recognized in the consolidated RFE Ml ERER
income statement 17 45,813 (3,681) (1,224) (4,905)
Currency translation differences EHhEEDR 1,204 487 - 487
At 30 September 2013 RZE-=FNA=1+H 95,727 59,458 - 59,458
At 1 April 2014 RZT-MEMA—A 66,208 70,117 22,559 92,676
Recognized in reserves REERER - 322 - 322
Recognized in the consolidated AU R
income statement 17 2,093 (4,441) (6,206) (10,647)
Currency translation differences EMhEES 55 17 - 17
At 30 September 2014 RZE-NFAA=1H 68,356 66,015 16,353 82,368
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DEFERRED INCOME TAX ASSETS/LIABILITIES
(continued)

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

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

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

As at 30 September 2014, deferred income tax liabilities of
HKD325,479,000 (31 March 2014: HKD304,462,000) have
not been recognized for the withholding tax that would
otherwise be payable on the undistributed profits of certain PRC
subsidiaries.

R4 E P ER R @

(BRABEEAEIN  MAEZRHUEETITIIR)

8. EBEBHEE AE (&)

£ B A~ A 36 65 P EE A RO R A 3R B N
RBEEMBHREE - ESBNARAEER
FRERDANKCEEEMNOREGFEE

BRI ZREFETE o

BEFFSMBEIDARARRWENEB L
RIFTES 2 M3 ~ W ikl - LH(Em
RMELEENHEBGRMNETLEEMNTE
RMEL - REBARFBEEMKZHR
FITEHARE H R SN B B P EE A 2 TRIRFAS

B e

REEEAARKRAER _ZEZTLF=H
TARBEBNFECEMASETE =%
FN\F-A—BE  FEGERAEINEE
FIRI10% 2 B R W15
B BRPELRFBEFNHBHE -
BHBECERABEBREEDIRBE - AIF
BEREENMNES%E - BZ5% W0
MEWIFEBRS  ARAFTERNEAT
ERBRABUEZAERBHE - A7
EXEFeRRETBERERBAR A
MEERETHERBENEERIAT -
b EERBRAENRBHRELEELZ
BFAS %R ERAE - ARBAEFHA
R AEE 2 B2 HBRIWER HEMN B

EDRERE

NEZBBBR -

RZFE—NFNA=Z+H  AEBLERHR
ETHBIRENBRRZADIKEFREE
EENERASHEREEMSHAaES
#325,479,000T (ZE—WHF = A=+

—H : B%304,462,0007T) °



Notes to the Condensed Consolidated
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

0.

TRADE AND OTHER RECEIVABLES

Huabao International Holdings Limited #8 BB 2% AR A A 2014-2015 Interim Report AR #iR &5

9. BEZRHMEBWIEA

R4S HI BT S E B M EE (@)

(BABEAEIN  HESRHUNEETTIIR)

As at As at

30 September 31 March

2014 2014

R-ZE—MNFE PR —mUF

hA=+B =A=+—H

Note Unaudited Audited

BfaE RBEX EIZ

Trade receivables =) e (a 972,597 970,628
Less: Provision for impairment of receivables & : & U B & & (7,793) (7,787)
Trade receivables — net B G RTE — F5E 964,804 962,841
Notes receivable FEU =% 174,534 241,334
Prepayments and other receivables TEA FRIA I EoAth FE U SR IE 121,933 89,706
Advances to staff BTEX 16,919 10,321
Others Hi 43,019 37,197
1,321,209 1,341,399

Except for prepayments of HKD40,874,000 (31 March 2014:
HKD39,571,000), trade and other receivables balances are
financial assets categorized under “loans and receivables”. All 4N
trade and other receivables are either repayable within one year
or on demand. Accordingly, the fair values of the trade and
other receivables approximate their carrying amounts.

(@)  The credit period granted to customers generally ranges (a)
from 0 to 180 days. At 30 September 2014 and 31
March 2014, the ageing analysis of the trade receivables
(including amounts due from related parties which are
trade in nature) based on invoice date was as follows:

& 78 1+ BR 308 #540,874,0000T (=& —
ME=A=+—H : ##¥39,571,0007T)
CESNEMBRRAEMEERDLE
BIERMEWHRIE] - TBES REAM
FEWIETIR —F RN BRI FE - E
S REMERGIERAEL QAR ERE °

ETYTEFPMEEH—MKAE0E180
H-RZE—NFALA=Z+AHEZ=
T—NF=ZA=+—8 E5EWK
RE(REEEATHNE S ERK
IH) BEBEEZABNERRSTOT ¢

As at As at

30 September 31 March

2014 2014

R=Z—M%F RZE—MF

hB=+H =A=+—H

Unaudited Audited

RRER BEZ

0 - 90 days 0Z90H 879,922 840,994
91 — 180 days 912180H 34,735 86,909
181 - 360 days 1812360H 34,314 20,583
Over 360 days 360H A E 23,626 22,142
972,597 970,628
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Interim Financial Information (contd)
(All amounts in HK dollar thousands unless otherwise stated) (BREEEBEIN  FTESBHUNBETITITR)
10. SHARE CAPITAL 10. R
Unaudited
REBEZ
Ordinary shares of HKD0.10 each
EREERE.I10TZEER
Number
Note of shares HKD'000
Bz RGEE BETT
Authorized: AT ¢
At 1 April 2013, 30 September 2013, RZZ—=FmMA—AH"
1 April 2014 and 30 September 2014 —ET—=FNA=FH"
—mFENA—B R
—mEAA=TH 5,000,000,000 500,000
Issued and fully paid: BIIRER
At 1 April 2013 R-ZE—=FMA—H 3,110,128,961 311,013
Repurchase and cancellation of shares [Blf8 &2 7 AR 0 (8,811,000) (881)
At 30 September 2013 —E—=FhNA=TH 3,101,317,961 310,132
At 1 April 2014 RZZE—WFMNA—H 3,101,317,961 310,132
Issue of shares upon exercise of share options TEBREMBITOHR 1 1,830,000 183
At 30 September 2014 —mENA=TA 3,103,147,961 310,315
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Notes to the Condensed Consolidated
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

11.

SHARE OPTION SCHEME

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

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

R4S HI BT S E B M EE (@)

(B>

11.

BEBEIN - BB UEETTIIR)

BT E
RZZEZERFTATARZZEZTRFTA
—+HH A&EEDFIEE97,200,000%
30,400,000/% i A% & « 1TTEEABREK
309 M SRBHAB0E3F FTEENME
FRR_TEZTLF+A+EH AEE
2 Bl % 13,900,000 5 3,600,0000% 8 A%
o TEBAEER BB T NEERA
FEEIF TEER—BES - RRZ
TEN\FHUATTA  AEBRTREE
%£10,400,000/% %1 « 1TTEEABRB
#6390 N SRBHAOE3F - ARIBTEE
MR ATF - AEEELEEBK
A REE MRS ERE - BRED
DR EEHBlack-Scholess LRI ERR o

RE¥EFER - RITENERERE 22
KEMRRZ EFAITEEIRET -

Unaudited
RBEX

For the six months ended 30 September

BEAA=tHILAER

2014 2013
=F-mIF T =%

Weighted Weighted

average average
exercise Number exercise Number of
price in of Share price in Share
HKD per options HKD per options
Note share ("000) share ("000)
R BREHE mEFsE  BRERA
TEEET (R® 1TEEET (B
k=g (s HF5) (Th&st) ATFET)
At 1 April REA—H 4.89 23,990 5.23 30,990
Exercised AT (a) 3.09 (1.830) - -
Lapsed BRRK (b) 6.39 (3,400) - -
At 30 September RNAA=1+H 4.80 18,760 5.23 30,990
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Notes to the Condensed Consolidated

Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

11. SHARE OPTION SCHEME (continued)

(a)

(b)

The weighted average share price immediately before the (a)
share option exercised date was HKD4.60.

These represented share options lapsed due to resignation (b)
of a director.

Share options outstanding as at 30 September 2014 are
analyzed as follows:

AR S R M B E R @

(BRABEEAEIN  MAEZRHUEETITIIR)

1. BREsTE ()

S B ARHEITE B H 2 ATy hnE
BT E A IBEEA.607T -

BRERREHNE R -
R-Z-—MFAA=THRTEE
iz DA

Unaudited
REBER

Exercise price in

Number of
Share options

Grantee BEETFA HKD per share ('000) Expiry Date
TEEER BREHE
(ZhEt) (REUTE) X¥MEH

Directors 5% 3.09 2,170 24 October 2016

—ENETAZTIA
Employees B8 3.09 7,600 9 October 2016

—E-RFTANA

6.65 8,990 16 October 2017

“E—tF+A+~H

At 30 September 2014 R-ZE-MEHLA=1+AH

18,760

All share options outstanding as at 30 September 2014
are currently exercisable.

R-ZT—MFALA=TH FIERXR
TTER BB R IRER] TIT(E -
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Notes to the Condensed Consolidated
Interim Financial Information (contd)

(BABEAEIN  HESRHUNEETTIIR)

(All amounts in HK dollar thousands unless otherwise stated)

12. RESERVES 12. #&
Unaudited
FEEQ
Capital ~ Share-based ~ Currency
Contributed ~ Merger Share  Treasury ~ Capital  redemption compensation translation Other
surplus ~ reserve  premium  shares  reserve reserve reserve reserve  reserves Total
W
E4RE RERY  EREE
BARSR AHRE ROEE BEERG EXER 1 HeRts BE HftRE a3t
At 1 April 2013 RZE-=§WA-A 288,191 (617,160) 445977 (460) 1,677 5432 41,817 587322 161,801 914,597
Effects on change in accounting policy S BREEMTE - - - - - - - i (275) (264)
Fair value changes on available- AEHELRER 2 RHE
for-sale financial assets, net of tax ~ MIA% EEE - - - - - - - - 3,745 3,745
Appropriation from net profit BUFIER - - - - - - - - 12,214 12,214
Acquisition of additional interests ~ [EI3ER | MBS IRER K ML
in Yongzhou Shanxiang from BEMER
non-controlling interests - - - - - - - - (948) (948)
Repurchase of shares BER R - - - 460 - o - - - 881
Currency translation differences EEREEE - - - - - - - 120,591 - 120,591
At 30 September 2013 RZE-Z%
hE=+H 288,191 (617,160) 445977 - 1,677 5853 41,817 707,924 176,537 1,050,816
At 1 April 2014 RZZ-DERA-A 288,191 (617,160) 445,977 - 1,677 5,853 41,817 705528 238451 1,110,334
Fair value changes on available- ARHESREEZ R
for-sale financial assets, net of tax WAL EES - - - - - - - - 340 340
Appropriation from net profit BAFIBN - - - - - - - - 851 851
Employee share option scheme EEBREE
~ issue of shares upon exercise —1iFkERE
of share options Mgk - - 6258 - - - (786) - - 54
Currency translation differences SHREEE - - - - - - - (1,072) - (1m)
At30 September 2014 W-2-mEAA=TH 288191 (617,160) 452235 - 16T 5,853 MO031 704456 239602 1115925
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13. BORROWINGS

R4 E P ER R @

(BRABEEAEIN  MAEZRHUEETITIIR)

13. B

As at As at
30 September 31 March
2014 2014
R-E—NEF R-ZE—MOF
hB=+H =A=+—H
Note Unaudited Audited
BaE RGEX KEZ
Current nEh
— Secured bank borrowings — BEPRITER (@ 15,143 15,131
— Unsecured bank borrowings — EIEHIRITER (b) 515,000 515,000
Total borrowings BEER 530,143 530,131

Movement in borrowings is analyzed as follows:

ERESHBERAFMDT

Unaudited
RIREX
For the six months ended
30 September
BEAA=ZTHLEREA

2014 2013

=F—mF —T=F

At 1 April R A—H 530,131 465,000
New short-term bank loan HHIRITE R = 15,073
Currency translation differences BE¥MmE=%E 12 62
At 30 September BNAA=+H 530,143 480,135

(@) The bank borrowing is secured by a pledge of land
and buildings located in Hunan Province owned by a
subsidiary, Yongzhou Shanxiang. The borrowing was
denominated in RMB and is repayable within one year.
During the period, the average interest rate was 6.30%
(30 September 2013: 6.30%) per annum.

(a)

BIEFRITE R T B KB QB KM
IWEFEAEMM AN REE N T &
BFIEAEE ZERUARKES
B YWER—FRIHEE K
BN ZERFHHE BEF6.30
E(Z2—=%hA=+H:6.30
[E) -
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Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

13.

14.

R4S HI BT S E B M EE (@)

(BABEAEIN  HESRHUNEETTIIR)

BORROWINGS (continued) 13. X (&)

(b) The unsecured bank borrowing is denominated in HKD (b) EBIEWBITERUNBE EEMN - I
and is repayable within one year. During the period, the ER—FRIEBESE RBR - %
average interest rate was 2.35% (30 September 2013: EFEBHNEAEE23E (ZE
2.38%) per annum. —=FNhLA=+H :238E)-

Borrowings are financial liabilities categorized under “financial ERNERMABERSER [1REBHEAARG

liabilities measured at amortized cost”. The fair values of the ENeHEE] EXNEEREEAAE

Group's borrowings approximate their carrying amounts. FRAT o

Interest expense on bank borrowings for the six months HE_Z—OFNA=THIEANEANR

ended 30 September 2014 amounted to HKD6,406,000 (30 TEFF EFX A#E%6,406,0007T (=

September 2013: HKD5,770,000). T—=—F L A=+8: #%5,,770,000

JT) °
TRADE AND OTHER PAYABLES 14. EZ RHEMENRE
As at As at
30 September 31 March
2014 2014
R=-Z—MmfF RZZE—F
hA=+AH =A=+—H”
Note Unaudited Audited
FEE RBER KEZ

Trade payables B SRR (a 398,053 446,029

Non-trade payables to related parties IEEHEMNEBALIE  210b) - 93,985

Dividends payable FERIRE (b) 549,130 3,707

Wages payable B TE 33,060 46,632

Other taxes payable HAbfER IR 41,307 7,663

Accruals for expenses FERTHX 6,388 6,828

Advance from customers LY SSEENEN 7,426 2,383

Other payables HALFE SRR 66,431 44,867

1,101,795 652,094

Except for other taxes payable of HKD41,307,000 (31 March
2014: HKD7,663,000), wages payable of HKD33,060,000 (31
March 2014:HKD46,632,000) and advances from customers
of HKD7,426,000 (31 March 2014: HKD2,383,000), trade
and other payables balances are financial liabilities categorized
under “financial liabilities measured at amortized cost”. The fair
values of trade and other payables approximate their carrying
amounts.

R E b & A5 B 308 #541,307,0000T (—
T—WFE=H=+—H : #%7,663,000
JT) » FERE & % #33,060,0007T (=&
—ME=ZA=+—H8 : #%46,632,000
TT) RE P A B ®7,426,0007T (=
T—NFE=A=+—H : B#2,383,000
To) AN BESREMEMNRTEmE ER
SEAEEHEKAHENSRAE] -
B REMBENFIENA R BEELRD
ERE -
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Notes to the Condensed Consolidated

Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

14. TRADE AND OTHER PAYABLES (continued)

(a) Asat 30 September 2014 and 31 March 2014, the ageing
analysis of the trade payables (including amounts due to
related parties which are trade in nature) based on invoice

dates was as follows:

AR S R M B E R @

(BRABEEAEIN  MAEZRHUEETITIIR)

14. E5 REMEMNTKE (H)
() R=T—MFEANA=Z+BR-ZT—
ME=ZA=+—A EHEMNFHA
(BB A LME 5 EAHOR) R
HERRARNRRS T :

As at As at

30 September 31 March

2014 2014

R-ZE—MF RZE—OF

hB=+AH =A=+—H

Unaudited Audited

RIRER BEZ

0 - 90 days 0Z290H 281,895 338,224
91 - 180 days 91£180H 59,603 59,860
181 — 360 days 1812360H 28,354 14,558
Over 360 days 360H A 28,201 33,387
398,053 446,029

(b) Dividends payable

Dividends payable represent:

(i) final and special dividends of the Company for the

year ended 31 March 2014; and

(i)  dividend payable to non-controlling shareholders.

15. OTHER INCOME

(b) EFAKRE

FERTR R T5%E

(i) ZARAABE_ZT-—HF=HA=
T — B EZ BARMEF R

Bk

(i) FAIEEHIIE SRR AR,

15. Hfbr s

Unaudited
RBER
For the six months ended
30 September
BEANA=ZTHLEREA

2014 2013

=F-—IF —T=F

Government grants AT ERL 125,832 61,339

Currency exchange gain — net B HETE X e RE 5,399 20,856
Gain on disposal of an HERE BT

associate/a subsidiary g 3,487 580

Others Hitb 1,113 2,063

135,831 84,838
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Notes to the Condensed Consolidated
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

16. EXPENSES BY NATURE

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

R4S HI BT S E B M EE (@)

(BABEAEIN  HESRHUNEETTIIR)

16. RMEH BB
EROREHERES  HERTBHRENY
RATRER - WREAME (BRH )%
FRAE T B 5 R [ 78 R B R B
5 BERXHETERERRERER
M) HITWT :

Unaudited
RICER
For the six months ended
30 September
BEANA=+THLEXREA

Note 2014 2013

FaE —Z—F =%
Depreciation e 7 61,964 62,074
Amortization i3] 7 22,274 22,531
Employee benefit expenses BEEEMRZ 164,056 145,900
Research and development expenses W EEREY (a) 124,837 107,417
Lease rentals e 16,950 10,177
Travelling expenses EIRFAX 23,906 16,880
Utility expenses NHEE RS 41,839 34,284
Delivery expenses EF 21,635 21,621

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

(a) MIREBEERATBERENTE  #
HERERNFEIIRMT

out below:
Unaudited
RICEZ
For the six months ended
30 September
BEAA=1THILAER

Note 2014 2013

FfaE —E-mF —E—=F
Depreciation e 7 12,824 7,931
Amortization By 7 471 3,139
Employee benefit expenses EERAMAX 49,412 40,249
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Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

17.

R4 E P ER R @

(BRABEEAEIN  MAEZRHUEETITIIR)

INCOME TAX EXPENSE 17. FiEH
Unaudited
RBEZX
For the six months ended
30 September
BEAA=+THLAKEA
Note 2014 2013
MI5E —E—MF —ET-=F
Current income tax: BIHATR 18
- Hong Kong profits tax — BBMRET (a) 5,331 6,691
— PRC corporate income tax — R EMER (b) 221,633 201,091
— Germany company income tax — ERPEMER (0 147 133
— Botswana company income tax — R ERANEERSE  d) 566 265
Deferred income tax IRIEFTISTL 8 (12,740) (50,718)
214,937 157,462
(a) Hong Kong profits tax has been provided at the rate of @) BEAEAESMILAHSBGERM
16.5% (2013: 16.5%) on the estimated assessable profit B ATEI65% (ZFE— =4
for the period. 16.5%) & # °
(b) PRC corporate income tax has been calculated on the (b) HEDEMRSHEBEEHBIRAEBRET
estimated assessable profit for the period at the tax rates Bl APEENAHB (T ERRE
applicable to respective companies of the Group. FIAE BRI EME
(0 Germany company income tax has been provided at the () EEPEMESHIRABEGETER
rate of 15% (2013: 15%) on the estimated assessable FREFUAFZEIS% (ZFE —=4F :
profit for the period. 15%) 5 1# °
(d)  Botswana company income tax has been provided at the (d) TERE M EFTERIEARE G

rate of 15% (2013: 15%) on the estimated assessable
profit for the period.

ERFIRFIABEIS% (ZE—=
F 0 15%) R -



Huabao International Holdings Limited #8 BB 2% AR A A 2014-2015 Interim Report AR #iR &5
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Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

18. EARNINGS PER SHARE
(a) Basic
Basic earnings per share is calculated by dividing the
profit attributable to equity holders of the Company by

the weighted average number of ordinary shares in issue
during the period.

& BA 4R & o 28 Bt S R B R )

(BABEAEIN  HESRHUNEETTIIR)

18. SRER

(a) &R
FREXENIREAHERAQF]
BEFEARERTN  BRABAD
BITEBEAMETFOREE -

Unaudited
RBER
For the six months ended
30 September
BEAB=1+HIEXMEA

2014 2013
—E-mF =%
Profit attributable to equity holders PN EE S PN
of the Company FE(HEF 984,013 893,188
Weighted average number of BTz Rk
ordinary shares in issue ('000) TS (F&) 3,102,158 3,101,399
Basic earnings per share BARERZF
(HK cents per share) (FRB) 31.72 28.80
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18. EARNINGS PER SHARE (continued)
(b) Diluted

Diluted earnings per share is calculated based on the
weighted average number of ordinary shares outstanding,
assuming that all dilutive potential ordinary shares have
been converted. For the six months ended 30 September
2014, the Company has one type of dilutive potential
ordinary shares, i.e. share options.

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

R4 E P ER R @

(BRABEEAEIN  MAEZRHUEETITIIR)

18. BIREX ()
(b) #5F

FREERNBRRAB A HENE
EEBRKEBHRE  RECHTE
BEE AR BGE - £ELE
“E-MFARA=+THIEREA
ARRlE—RAEENEEL B
P - BNEBAHE

ERBERE  REMBEBHIEN
ERBREGREITREME D %17
BAD By pIAE S D BUETTIRE - IR
ERBECRTHABEENENE
BRETERORMDEE - WEETT
FEHERREMREGOREmAE
M RAEE (BEASRNRFMK
MR FETHE) I EITHK
BB - FIBHNEBEMNARGEDN
DE o FRFEHFHE

Unaudited
RIBER
For the six months ended
30 September
BZEAA=+THLAKEA

2014 2013
—E-mF —T—=F
Profit attributable to equity holders RARIERFEEA
of the Company TE(E AT 984,013 893,188
Weighted average number of FAUATETE B AR E AR EA)
ordinary shares used to calculate basic FoREgElgsopikd
earnings per share ("000) Ei5g (F&t) 3,102,158 3,101,399
Adjustment for: PR
— exercise of share options (‘000) — IT{EREREHE (F&T) 3,671 1,180
Weighted average number of BRRHEE R E) B AR
ordinary shares for diluted TS (Fit)
earnings per share ('000) 3,105,829 3,102,579
Diluted earnings per share GREE R
(HK cents per share) (FIE) 31.68 28.79
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Notes to the Condensed Consolidated
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated)

19.

20.

DIVIDENDS

R4S HI BT S E B M EE (@)

(BABEAEIN  HESRHUNEETTIIR)

19. RE
Unaudited
RBEX

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

2014 2013

—F-IF ==

Proposed interim dividend of
HK9.52 cents (2013: HK8.68 cents)

Bk 5 AP BARS B A 59,5211l
(ZZ—=4 : BHs.68l)

per share 295,420 269,194
Proposed special dividend of BRE R 5II S8 822,201
HK22.20 cents (2013: HK2.88 cents) ZE =4 : BH2.881l)
per share 688,899 89,318
984,319 358,512

As the interim and special dividends for the six months ended 30
September 2014 were declared after the end of the reporting
period, they are not recognized as dividend payable as at 30

September 2014.

COMMITMENTS
(a) Capital commitments

Capital expenditure authorized but not contracted for,

BA -

20. Z&¥E
(a) BEAEE

HE_Z-—MOFAA=THIEXEANS
HEFRIREIRNER
AERR T —HFAA=THHNERMNK

HREIR - HittI

REEBEHEBRENHRDELY

and contracted for but not yet incurred at the end of BIREENEANRWOT -
balance sheet date is as follows:
As at As at
30 September 31 March
2014 2014
R=-Z—MF RZZE—MF
hA=+AH =A=+—H
Unaudited Audited
RISEZ KEZ
Authorized but not contracted for: BEHUEEREFL -
Property, plant and equipment ME - HEER N RE 11,806 11,833
Contracted but not provided for: BRYBREE
Property, plant and equipment Yz - R MR E 49,601 44,709
Investment in an available- RAHTESREE
for-sale financial asset g\ 233,415 -
294,822 56,542
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(Al amounts in HK dollar thousands unless otherwise stated)

20. COMMITMENTS (continued)

(b) Operating lease commitments

AR S R M B E R @

(BRABEEAEIN  MAEZRHUEETITIIR)

20. &iE (8)
(b) BEHRERE

The future aggregate minimum lease payments under REZEERETA RS ENE -
non-cancellable operating leases at the closing date are RRFAEEENRERBLOT
as follows:
As at As at
30 September 31 March
2014 2014
R=Z—MF RZZE—UF
NA=+H —A=+—~H
Unaudited Audited
RESEFZ KEZ
Land and buildings: +ih RAETF
Not later than 1 year TH@1F 23,044 26,567
Later than 1 year and FRIB1FETERIBSE
not later than 5 years 48,451 48,014
Later than 5 years HBiE5F 11,042 6,050
82,537 80,631

21. RELATED PARTY TRANSACTIONS
(@) Name and relationship with related parties

21. BBRALIRS
(a) BIEEA X BIBHRIE

Name Relationship

=L &

Ms. Chu The single largest shareholder of the Company
K&+t RARME— KRR

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

AReHEBE/ERAR (DEEH])

An associate indirectly held by the Company which was
sold during the period.
RRRIEERENEEAT  EEAHBATREE
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Notes to the Condensed Consolidated GG ES T B ER M @
Interim Financial Information (contd)

(All amounts in HK dollar thousands unless otherwise stated) (BRBEREEIN  TESBEHUNEETFTIIR)

21. RELATED PARTY TRANSACTIONS (continued) 21. BBALIRE (&)

(b) Balances with related parties (b) EAEEANL&ER
As at As at
30 September 31 March
2014 2014
R-E—NEF R-Z—POF
hB=+H =A=+—AH
Note Unaudited Audited
FaE RCEX KEZ

Balances due from related parties: TEWN 14267 -

Included in trade and other receivables &t A2 5 & H fth fE g 28

— Henan Jinrui — A
— trade receivables — Z SR = 64
— others (dividend receivable) — B (FEUSRRF]) = 2,523
- 2,587
Balances due to related parties: JEITEBA 174388 -
Included in non-trade payables ST AERIEE HF0E
- Ms. Chu — %Kit 14 - 93,985
All the balances with related parties were unsecured, FrERE A TE&ESY AEEE ¢

interest-free and repayable on demand. B RAENBAESE -
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Notes to the Condensed Consolidated SRS T HBEERME @
Interim Financial Information (cont'd)

(All amounts in HK dollar thousands unless otherwise stated) (BREEEBEIN  FTESBHUNBETITITR)

21. RELATED PARTY TRANSACTIONS (continued) 21. BBALIRE (&)

() Key management compensation (00 TEEEAEME
Key management includes directors (executive, non-executive FTEEBAEBEBREES (TE
and independent non-executive) and senior management. ECRTEFTABIIFRTESE)
The amounts of compensation paid and payable to key MeERERBAE REBEE-_ZF—M@
management for employee services during the six months FRZFE—=FNA=THIARMHE
ended 30 September 2014 and 2013 are shown below: AR RMEBEBASIZNEARE

BIRBOEN REMMEMT

Unaudited
RIBEZ
For the six months ended
30 September
BEAA=+THLAKEA

2014 2013

—E—MF —E—=F

Fees, salaries and bonus T& - R IEaT 18,289 15,421
Employer’s contribution to retirement B ERLRIRGTEIE K

benefit scheme 408 426

18,697 15,847




Glossary

Board
CAGR
Case

CEO
CFO
CG Code

China or PRC
China Tobacco Yunnan

Company or Huabao
Director(s)

EPS

Executive Director(s)

FCCA

FCIS

FCPA
FCS

Group or Huabao Group
Guangdong lJinye

Guangdong Zhaoging
Guangzhou Huabao
HKD

Hong Kong or HKSAR
Huabao Kongque

INED(s)
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The board of directors of the Company
Compound annual growth rate
Each case contains 50,000 sticks of
cigarette
Chief Executive Officer
Chief Financial Officer
Corporate Governance Code as set out
in Appendix 14 of the Listing Rules
The People’s Republic of China
China Tobacco Yunnan Industrial
Co., Ltd.
Huabao International Holdings Limited
The director(s) of the Company
Earnings per share
Executive director(s) of the Company
Fellow member of Association of
Chartered Certified Accountants
Fellow member of The Institute
of Chartered Secretaries and
Administrators
Fellow member of Hong Kong Institute
of Certified Public Accountants
Fellow member of The Hong Kong
Institute of Chartered Secretaries
the Company and its subsidiaries
Guangdong Golden Leaf
Technology Development Co., Ltd.
Guangdong Zhaoging Fragrances
Co., Ltd.
Guangzhou Huabao Flavours &
Fragrances Co., Ltd.
Hong Kong dollars
Hong Kong Special Administrative
Region of the People’s Republic
of China
Shanghai H&K Flavours & Fragrances
Co., Ltd.
Independent non-executive
director(s) of the Company

AR

EFE
AR
#

AAFIREE
%
SREEF
HITEE
FCCA

FCIS

FCPA
FCS

REEHEEE
EReiE

FEREE
BINEE
B
BB
FELE

BFITES

ARTEFR
AR RE
46 50,000 15/

BREHITE

PR HRED

T AR BB $ -
Aol EE AT A
REARLME
EMPEIXER
EEEE/‘\*
FERRIERERA
ARBES
FRLEF
RRRIZHITES
RERF ARG ETAD

TN R Ay
NZERXRZE

EERIEFRFME &
TEABRE
Brg8

BIRGETED

BEHANENE
BEXRE8
ARBRENEB AR
ERASERRA%
BRAA]
EREEERRRK
BRAE
ENEEEREN
BRAT
B
REARKME
BARRITTER R

EEEELETRER
BRAE

RRARZIBIIFFRITES
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Glossary (cont'd)

Listing Rules

Mainland
mg
Model Code

Non-executive Director
R&D

RMB

RTL

SFO

Shareholder(s)
Share(s)

STMA
Stock Exchange

u.s.

usb

Xiamen Amber
Yongzhou Shanxiang

the Rules Governing the Listing
of Securities on the Main Board
of the Stock Exchange
Mainland of the PRC
milligram
Model Code for Securities Transactions
by Directors of Listed Issuers as
set out in Appendix 10 of the
Listing Rules
Non-executive director of the Company
Research and development
Renminbi
Reconstituted Tobacco Leaves
the Securities and Futures Ordinance,
Chapter 571 of the Laws of Hong Kong
Shareholder(s) of the Company
Ordinary share(s) of HKD0.10 each
in the capital of the Company
State Tobacco Monopoly Administration
The Stock Exchange of Hong Kong
Limited
United States of America
US dollars
Xiamen Amber Fragrances Co., Ltd.
Yongzhou Shan Xiang Flavour Co., Ltd.

X (@)

LA

At
30

]

FMITES
LS

AR
BEER

& 77 KR ARD)

B3R
Ee)

&R
B2 P

ESE
X7t
B33
NI

B X T ERFE S LT AR A

PEARAMBEAR

zR

TR AR FTSIR
EEITAERET
& 77X 5 R 2EST A

RARZIERITES

HoE KB R

AR

BiEEE
EEEOENEBLR
B 1451
RARZHRE
RABEAFZREE
7SR50 10T S BAR
EREEHER
EBBMARPHBERAT

ERERE RE

ey
EFRBAEHERAR]
ML EBERER QR
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