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Corporate Information (cont'd)
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MBERER

Unaudited
RLER
For the six months ended
30 September
BZEAB=1+HILAEA

Table of Financial Highlights

Change in
2018 2017 percentage
—E-N\F S BALLEE
RMB’000 RMB'000
AR®ET AREF T
(g&&EY))
Continuing operations BREREER
Sales ERE 1,651,556 1,514,248 +9.1%
Gross profit EF 1,080,003 995,256 +8.5%
Gross profit margin EFE 65.4% 65.7%
Operating Profit EERN 711,101 630,515 +12.8%
EBITDA margin™ EBITDAX* 48.3% 47.1%
EBIT margin EBIT*. 43.1% 41.6%
Profit before income tax B F4 AT & A 789,384 685,893 +15.1%
Profit from continuing operations REREEG 2
for the Period 2N HA R 2 A 614,473 539,143 +14.0%
Profit from continuing and discontinued KA B4 5358 A E1G
operations attributable to the equity FELE B
holders of the Company RERE 2 BN 477,125 456,894 +4.4%
RMB cents RMB cents
AR%S AR®S
Earnings/(loss) per share BRER, (BE)
(basic and diluted) (EAR#E)
— Continuing operations —FEREED 16.26 15.40 +5.6%
— Discontinued operation — R EE (0.91) (0.70)
15.35 14.70 +4.4%
HK cents HK cents
7 Al B AL
Interim dividend per share SRPERE 10.0 10.3
Special dividend per share BRERRE - 5.7

* [EBITDAR | 70 [BR B - .8~ 97 B KB 85 BT 49
BNIBRATERER] -

* "EBITDA margin“means “Earnings before taxes, interest, depreciation,
and amortisation” divided by Sales”
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Management Discussion and Analysis

RECENT ACQUISITIONS AND DISPOSALS
Acquisition of Jiahao Foodstuff Limited

On 4 September 2018, the Group successfully acquired 100% interest
of Jiahao Foodstuff in a final consideration of approximately USD$696
million. Driven by the development of the domestic economy,
increasing urbanization, consumption upgrade, and change of
consumption environment and patterns, China’s foodservice market
enjoys a rapid growth. As the foodservice industry further develops
towards to chainstore and customized direction, restaurants’ demand
for condiments of high quality, high stability and high-customization
grows significantly. Established in 1994, Jiahao has advantages in
the niche market. Jiahao's two major products, chicken bouillon and
wasabi paste, are widely known and recognized in China’s foodservice
industry and possessed a leading market share. At present, Jiahao has
a nationwide distribution network aiming at foodservice clients. Jiahao
would leverage innovative strategic sales platform to strengthen its
sales power. Jiahao positions itself as “Professional brand for the
professional chef”, its “Close Connection” marketing strategies
enables the company’s salespersons to better understand the chefs
and restaurants’ demand, thereby developing products that could
meet the market’s demand and preference. In addition, Jiahao is
located in the trade centre Zhongshan, a city that has easy access
to all means of transportation with an advantage over production
cost. The management of Jiahao have extensive operating and
managing experience in the condiment industry. After the acquisition,
the Group will gradually implement the synergies of the acquisition
in terms of distribution channel, cost control and research and
development. The acquisition of Jiahao is an implementation of the
Group's strategy “Concentric Diversification based on Consumers’
Demand in the Taste-based Fast-moving Products Industry”. Jiahao
offers an opportunity to the Group to break into the RMB100 billion
condiment market. Jiahao will expand the Group’s business operation
scope, optimize business structures, and create more value for our
shareholders.

Acquisition of Hunan Jishou

In September 2018, Smart Sino (Shanghai) Investment Management
Co., Ltd., a subsidiary of the Group, acquired 85% equity interest in
Hunan Jishou, a company incorporated in China. The consideration
of the acquisition was RMB13,498,000 in cash. Hunan Jishou mainly
engages in the production and sales of cigarette materials and
cigarette filters. The Group will strengthen its layout in the cigarette
materials industry and expand its scope of operation.

BEREFN WD

RHTWIE R HE

WEESERERAT
RZZE-NFAAEAB AEBEXI KK
BRZRmMMI00%KE KRKRKBRENS
6.96FBET - XBEREEHER WHEIL KR
= OHBTTRREFAALEESSB2IMES
TEEKRETS2ERIREER -BEEE
RITFRE—FREHE FEETRER £
BUNAGSEE sREME ALK
s KE—FER LM FNRRER
Ko MHEBREDS  HET I RM K%
DERETBRERTERBRSHOZEZNR
AE -WHENHBARL Bl EENLHEARE
BE2B mMRAEREP XA EBEIFH
BEHEFa L RICHEEN -BROE
A HEXEMRFEOEXmE] KDk
B mE R RARHEABRNTE
BEEMERT R ABEHTATISFRD 4
BEMEMm I BRURESHBEDIL X
BEMN RAEZHAR EEEHLERAKRMT
XBEELENEENEELR - WETKEZ
R B — S D HRIE - BOANEF] KA 3
=HEATF  ZFBERKIER N0 RRE - W
BESNTAANEE[ERERPREMEBE A
HEEBKBIIZENRLZ T BB R
BRAKEEAFRME - EARETED
SHRENBEEER ExSBALKRENKE
BE BELEKERE SERRAEESEE-

WEHEEE

RZZBE-—NFNA AEBZHBARZERL (LE)
KREEEERAR MBS REAR13,498,000
TR EE — R B A A R S B A85 %
RO B TEETEREEAMEREEENEE
MIHE - BBKREE Bt ANEBMEERMEITE
MR MEAEBENEEEE-
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Management Discussion and Analysis (cont'd)

Disposal of the E-cigarette Business

On 2 October 2018 (Florida Time, United States), VMR Products,
a non-wholly owned subsidiary of the Group, entered into and
completed an agreement with JUUL Labs, Inc. and its subsidiary to
dispose all of the issued and outstanding units of VMR Products.
The Group has approximately 62.7% indirect interest of the issued
and outstanding units of VMR Products. The consideration of the
disposal was US$31,352,380 and the cash have already been received
by the Group. VMR Products is engaged in the design, engineering,
production, assembly, integration, manufacture, marketing, sale,
supply and distribution of electronic cigarettes. As the disposal of VMR
Products occurred after 30 September 2018 (the end of the current
reporting period), the results of VMR Products is categorized as the
“Discontinued operation” in the condensed consolidated income
statement and VMR Products’ assets and liabilities are categorized
as “Disposal group held for sale”. In order to distinguish the results
of “Discontinued operation” and “Continuing operations”, the
comparative figures in the condensed consolidated income statement
have been restated. The successful disposal of VMR Products
significantly minimized the policy and regulatory risks of the Group in
the e-cigarette business and further enhanced the Group’s financial
position.

INDUSTRY OVERVIEW
Overview of the tobacco industry

In the first half of 2018, China continued to propel its economy
restructuring. The dynamics, innovation and competitive power of
the economy continued to strengthen and the economy is developing
towards a high-quality direction. Thanks to the stable economy
environment, the tobacco industry continued to be stable and
improved. In the first half of 2018, cigarettes production volume was
approximately 23.50 million cases, representing an increase of 4.52%
year-on-year. Cigarettes sales volume was approximately 25.13 million
cases, representing an increase of 1.54% vyear-on-year. The sales
volume recorded 1.62 million more cases than production volume.
Sales was approximately RMB826.7 billion, representing an increase
of 6.99% vyear-on-year. Industrial and commercial inventories at the
end of June reduced by approximately 167,400 cases as compared
to that in June 2017. Industrial and commercial tax and profit were
RMB646.9 billion, representing an increase of 9.11% year-on-year.
All the figures above were the best for the same period over the past
three years, the tobacco industry consistently move forwards. Due
to the acceleration of trade friction between China and the U.S. and
the slowdown of China’s economy growth, the tobacco industry took
the initiative to adjust production to respond to the changes in the
market. Cigarette production volume for the third quarter slightly
dropped by approximately 1.7% year-on-year, commercial sales
volume slightly rose 1.3% year-on-year, commercial sales increased
by 5.3% year-on-year. The inventory level and product structure were
optimised and quality of products was improved.

2018-2019 Interim Report # Bk &

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

In terms of cigarette consumption, self-use consumption, rational
consumption, and personalized consumption are increasingly popular
in the cigarette industry. Consumers’ demand for personalized
products such as thin cigarette, short cigarette, medium-length
cigarette and capsule cigarette consistently rose, tobacco enterprises
would need to follow with the consumption trends, thereby
developing high-quality products that could meet clients’ particular
demand. In the first half of 2018, thin cigarette sales volume
amounted to approximately 1.84 million cases, representing an
increase of 690,000 cases or 60.1% year-on-year. Short and capsule
cigarette remained robust growth, short cigarettes sales volume
amounted to 223,000 cases, representing an increase of 115,000
cases or 106.5% year-on-year. Medium-length cigarettes amounted
to 276,000 cases. Capsule cigarette amounted to 383,000 cases,
representing an increase of 248,000 cases or 183.7% year-on-year.
The thin, medium-length, short, and capsule cigarettes continued to
optimise the structure of the tobacco industry and positively propel
the sales volume of cigarettes. (Source: China Cigarettes Website)

In terms of tobacco leaves, due to the bounce-back of cigarette
sales, tobacco leaves inventory was reduced slightly but the overall
inventory remained high. The tobacco industry persists to be demand-
oriented and optimises in quality supply system with strengthened
inventory management and improved efficiency in asset allocation,
the management of the tobacco inventory will be further optimised
(Source: Tobacco Market).

Overview of food and beverage industry and fragrances
industry

In the first half of 2018, China’s gross domestic product increased
by 6.8% year-on-year, the overall economy was generally stable.
Despite the challenges brought forth by the trade friction between
China and the U.S., Chinese government determined to reform and
restructure its economy, stimulate consumption, and seek high-quality
development, which empowered the economy to go forward. As daily
necessities, the food and beverage industry is expected to benefit
from the reform and make further development.

With the further acceleration in consumption upgrade and the
increasing health awareness, consumers’ demand for natural, healthy
and delicious products have been increasing. Food and beverage
manufacturers should grasp the opportunity of “consumption
upgrade”, and consistently optimize their product mix and quality so
as to produce products that meet customers’ preference and demand.

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

In respect of fragrances industry, in the first half of 2018, the sales of
China’s daily necessities amounted to RMB253.9 billion, representing
an increase of 12.6% year-on-year, and 3.2 percentage points higher
than the total sales growth of the social consumer goods of the same
period. Competition among daily necessities is fierce, consumers'’
requirements for daily chemical products are higher and higher.
Consumers demand daily chemical products to be safe and eco-
friendly, harmless to skin and clothes, and of high functionality. The
structure of the fragrances industry will be gradually optimised. Green,
safe, eco-friendly and healthy products will more likely to capture the
hearts of consumers and gain more room for development.

RESULTS

For the six months ended 30 September 2018, the Group's sales
revenue from continuing operations reached RMB1,652 million,
representing an increase of approximately 9.1%; gross profit margin
was approximately 65.4%, remaining almost at the same level in
comparison to 65.7% of the same period last year. EBIT margin was
approximately 43.1%, representing an increase of approximately 1.5
percentage points year-on-year. Profit from continuing operations
and discontinued operation attributable to the equity holders of
the Company was approximately RMB477 million, representing an
increase of approximately 4.4% year-on-year. Basic earnings per share
was RMB15.35 cents, representing an increase of approximately 4.4%
year-on-year.

BUSINESS REVIEW
Review of flavours and fragrances business

For the six months ended 30 September 2018, sales revenue of
the flavours and fragrances business of the Group amounted to
approximately RMB966 million, remaining almost the same as
compared to RMB986 million for the corresponding period last year
and accounting for 58.5% of the Group's sales revenue. Operating
profit of the segment amounted to approximately RMB521 million,
remaining almost the same as compared to approximately RMB522
million of the same period last year. EBIT margin was approximately
53.9%, representing an increase of 1 percentage point as compared
to approximately 52.9% for the corresponding period last year. The
flavours and fragrances segment of the Group remained in stable
development and won clients’ favour with its high-quality products
and reputation.
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Management Discussion and Analysis (cont'd)

In the first half of the year, the tobacco industry was on the
rise and the Group's tobacco flavours gained mild recovery.
As consumers’ demand and recognition for new innovative
cigarettes improved during the period, the Group strengthened
its research and development in relevant products. In the first
half of the year, the Group conducted research and product
development in the non-combustible flavouring technology.
At present, the Group has accomplished the development of
hundreds of non-combustible products that mainly applied to
capsules, these products have been widely used in the products
for customers. In addition, the Group nurtured a number
of flavour technology specialists to meet the demand for
development in non-combustible flavour products, Meanwhile,
in response to the changing trend of cigarette consumption,
the Group established a marketing team to research cigarette
consumption trend and conduct product planning strategies to
help clients with cigarettes marketing.

In terms of food and beverage business, Huabao Flavours
is implementing its projects with the funds raised from its
IPO. Food flavours and food ingredients production plant of
Jiangxi Huabao Kongque is under construction. It will expand
Huabao Flavours’ business scope in the food industry, enhance
its product class and accelerate the upgrade of its products.
Huabao Lhasa Pure Land healthy food project is still under
construction. The project combines Huabao Flavours’ existing
products and local special food in Tibet, which could not only
expand Huabao Flavours’ business scope, but also meet the
demand for high-quality, healthy and nutritious products in
domestic and overseas markets.

The Group is one of the market leaders of fragrance for incense
and household disinfection and insecticide products. The
business covers those main fragrance markets such as Fujian,
Guangdong, Zhejiang, Shangdong, Hebei, Sichuang, etc. Due
to the Chinese government’s intensifying environmental policies
and some safety incidents in the upper stream, the price of
raw materials rose significantly, resulting in the rise in fragrance
price and the demand by small and medium-sized clients’ in the
downstream decreased, which resulted in the decrease in the
fragrances business.
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Management Discussion and Analysis (cont'd)

Review of tobacco raw materials business

For the six months ended 30 September 2018, sales revenue
of the tobacco raw materials segment of the Group amounted
to approximately RMB430 million, representing an increase of
approximately 54.9% from RMB278 million of the corresponding
period last year, accounting for approximately 26.1% of the Group's
sales revenue. Operating profit of the segment was about RMB186
million, representing an increase of 69.8% as compared to the
corresponding period last year. EBIT margin of the segment was
approximately 43.2%, representing an increase of 3.8 percentage
points as compared to approximately 39.4% for the corresponding
period last year. The increase in the segment’s sales revenue of
tobacco raw materials is primarily contributed by the high-speed
growth of the Group's tobacco raw materials business.

Since the implementation of total scale control in 2013, the
national procurement of tobacco leaves declined from 54.88
million dans at the peak in 2012 to 38.00 million dans in 2017.
Meanwhile, affected by factors such as the decrease of the
production, sales volume, and the decline in the consumption
of single-case tobacco leaves, the inventory of tobacco leaves
increased rather than declined, and the inventory of tobacco
leaves still remains in a high level. (Source: East Tobacco)

Faced with the pressure of inventory, during the reporting
period, Guangdong Jinye, a major subsidiary of the Group, on
one hand, actively promoted the “Going Out” strategy of the
RTL and strived to tap into the overseas market; on the other
hand, Guangdong Jinye implemented the principles of raw
material development and production in non-key producing
areas of inventory, which developed both direct customers and
channel customers.

During the reporting period, represented by flavour capsule,
the tobacco new materials business developed rapidly. Due to
the significant increase in market demand, more competitors
entered into the industry and the supply of flavour capsule
increased, thus causing the price declined accordingly. With
advanced manufacturing process, technologies and high-quality
services, the Group is in the leading position in the flavour
capsule market. In order to cope with the situation of short
supply, the Group will continue to expand production capacity.
At the same time, the Group adhered to customer-oriented
principles, grasped the changing trend of product demand,
conducted customer satisfaction surveys on a regular basis,
strived to improve service quality, expanded sales network, and
maintained a dominant position in the competition.
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Management Discussion and Analysis (cont'd)

Review of aroma raw materials business

For the six months ended 30 September 2018, sales revenue of the
aroma raw materials segment reached approximately RMB228 million,
representing a decrease of approximately 8.5% from RMB250 million
of the corresponding period last year, accounting for approximately
13.8% of the Group’s revenue. Operating profit of the segment
reached approximately RMB34.2 million, representing a decrease of
approximately 30.7% from the corresponding period last year. The
EBIT margin of the segment was approximately 15.0%, representing
a decrease of 4.7 percentage points as compared to approximately
19.7% for the corresponding period last year. The decrease of sales
revenue and operating profit was mainly due to the adjustment
in production capacity, which was to respond to the State's
administrative and economic policies.

During the reporting period, the main plants of Jiangxi Xianghai
production base have been formulated and are currently in trial
production. Jiangxi Xianghai is expected to officially put into
production in January 2019. By then, the production capacity will be
gradually released and is expected to generate revenue for the Group
on a large-scale. During the reporting period, the Group launched
strategic collaboration with Givaudan on litsea cubeba in Yongzhou,
which is the origin of listea cubeba. Thanks to the collaboration, the
production and sales volume of litsea cubeba oil and its derivative
products increased. In addition, increase in market demand for citral
contributed to the profit increase of Yongzhou Shanxiang. In terms
of Yancheng Chunzhu, both the sales and profit increased due to
the expansion of market needs. In terms of Guangdong Zhaoging,
sales revenue and operating profit declined slightly as compared
to the corresponding period last year, which was mainly due to its
internal adjustment. The operating situation will be improved after the
completion of the adjustment.

The Group is committed to improving and optimizing the production
process, and actively enriching the production lines, which not only
improves production efficiency and reduces production costs, but also
enables the products of the aroma raw materials to become the leader
in the aroma raw materials industry in terms of quality and product
mix. In addition to actively optimizing products, the Group also strives
to consolidate existing overseas customers. On top of the original
Southeast Asian market, the Group has also maintained a relatively
good partnerships with customers in Europe and America such as
Firmenich, IFF and Givaudan.
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Management Discussion and Analysis (cont'd)

Review of the condiment business

On 4 September 2018, the Group completed the acquisition of
Jiahao Foodstuff. From 4 September to 30 September 2018, Jiahao
Foodstuff realised sales revenue of RMB26.78 million, operating loss
of Jiahao amounted to approximately RMB7.99 million. If the amount
of approximately RMB17.41 million relating to the one-off expenses
of acquisition, currency exchange gain, and the amortisation expenses
of intangible assets were excluded, the operating profit of Jiahao
Foodstuff would be approximately RMB9.42 million. If the acquisition
were completed on 1 April 2018, the segment’s sales revenue and
net profit after tax would have increased to approximately RMB292
million and RMB46.95 million, respectively.

Review of the innovative tobacco products business

For the six months ended 30 September 2018, the Group’s sales
revenue from the discontinued operation of the innovative tobacco
products business was approximately RMB121 million, representing a
decrease of approximately 2.5% as compared to the corresponding
period last year. Operating loss of the segment reached approximately
RMB26.95 million, increased by approximately RMB1.7 million from
the corresponding period last year. During the reporting period, the
innovative tobacco products business continued to suffer losses. In
light of the regulatory and market development of e-cigarettes in
domestic and foreign markets, the Group disposed of VMR Products
in the early October to optimise the Group's business segments and
resources allocation.

R&D and innovation capabilities

The Group has been convinced that R&D and innovation are the
vitality of enterprises and an important measure to keep up with
the industry’s development. The Group will continue to strive to
improve its R&D capabilities. For the six months ended 30 September
2018, the Group’s R&D expenses amounted to approximately
RMB126 million, remaining almost at the same level in comparison
to approximately RMB125 million for the corresponding period last
year. R&D expenses accounted for approximately 7.6% of the total
sales revenue, representing a slight decline of 0.6 percentage point
as compared to approximately 8.2% of the corresponding period last
year.

In terms of tobacco flavours, during the reporting period, the
Group co-operated with Yunnan Tobacco to conduct the R&D of
“non-combustible flavouring technology research and application
in Yunnan-made cigarettes”, which realized breakthrough and
innovation of non-combustible flavouring in theory and practice,
and also established the non-combustible flavouring technical
and theoretical system. At present, the Group has completed the
development of a batch of non-combustible flavours and fragrances,
covering a variety of aroma compensation channels, and initially
formed the basic technical system, product system and product
application system of Yunnan Tobacco non-combustible flavouring
technology. Based on the research of non-combustible flavouring, the
Group successfully developed a series of branded cigarettes’ such as
Yun tobacco (Life of hundreds of tastes), Yuxi tobacco (108), Honghe
tobacco (A7).
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Management Discussion and Analysis (cont'd)

In terms of food flavours, during the reporting period, the Group's
subsidiary obtained an authorised invention patent “a preparation
method of water-soluble capsicum oleoresin”. As the food industry is
developing towards the direction of “Natural, healthy and delicious”,
the Group will follow the industry trend and develop products that are
favoured by the market and continue to head for the vision of “leader
to a better life”.

In terms of RTL, during the reporting period, Guangdong lJinye
obtained an authorised patent “a device of hot-water-soluble
material detection”. Under the pressure of clearing the inventory, on
the basis of clearing the inventory, the Group strived to seek more
developments, developing new overseas customers.

In terms of tobacco new materials, based on current business, the
Group will introduce advanced equipment for pilot test, testing
and analysis, and establish a research centre that is research and
development oriented. Meanwhile, the Group will collaborate
with research institutes to conduct quality standards research on
major products to make them conform to industry standards and
international standards.

In terms of aroma raw materials, the Group focused on product
process optimisation, and guaranteed product quality steadfastly.
On this basis, the Group conducted R&D investment in products and
strives to be the leader of the industry. During the reporting period,
Yancheng Chunzhu obtained an authorised patent “a preparation
method of a phenylacetaldehyde”.

FUTURE PROSPECTS

Although the current domestic and international economic and
business environment is complex, the management is still optimistic
about the Group’s operating prospects. The Group will focus on the
taste-based fast-moving consumer goods products and break into
the foodservice market by leveraging the condiment business, aiming
to provide Chinese consumers with comprehensive food solutions to
create the new growth curve for the Group.

DIVIDEND POLICY

The Group is committed to sharing its development and achievements
with shareholders through proactive, stable and sustainable dividend
policy. The Group would strive to strike a balance between meeting
shareholder’s expectations and managing funds prudently. When
considering the dividend policy, the Group will comprehensively
observe the macro-economic operation, the competition pattern of
the industry and the Group’s own development strategy. Under the
premise of ensuring that the Group has sufficient working capital to
implement the development strategy, the Group will distribute surplus
funds to shareholders and reward their support for the Group. If the
company pays dividends, the dividend payout ratio will remain at 50%
or above.
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Management Discussion and Analysis (cont'd)

FINANCIAL REVIEW

Analysis of interim results for the six months ended 30
September 2018

The Group's sales revenue from continuing operations amounted
to RMB1,651,556,000 for the six months ended 30 September
2018, representing an increase of 9.1% as compared with
RMB1,514,248,000 (restated) for the corresponding period last
year. The increase in the sales revenue is mainly attributable to the
increase of sales revenue of new material products under tobacco
raw materials segment. For the six months ended 30 September
2018, sales revenue from flavours and fragrances decreased by 2.0%
to RMB965,899,000; sales revenue from tobacco raw materials
increased by 54.9% to RMB430,385,000; sales revenue from aroma
raw materials decreased by 8.5% to RMB228,477,000; sales revenue
of Jiahao Foodstuff acquired in current period was consolidated
into the Group on 4 September 2018, bringing sales revenue of
RMB26,785,000 to the condiment segment.

The Group's cost of goods sold for continuing operations amounted
to RMB571,553,000 for the six months ended 30 September
2018, representing an increase of 10.1% as compared with
RMB518,992,000 (restated) for the corresponding period last year.

The Group's gross profit from continuing operations increased from
RMB995,256,000 (restated) for the six months ended 30 September
2017 to RMB1,080,003,000 for the six months ended 30 September
2018, representing an increase of 8.5%. The Group's gross profit
margin for the first half of the year is about 65.4%, which was similar
with 65.7% (restated) for the corresponding period of last year.

Other income and other gains (net) of the Group from continuing
operations was RMB87,602,000 for the six months ended 30
September 2018, representing an increase of RMB23,832,000
as compared with RMB63,770,000 (restated) for the six months
ended 30 September 2017. The increase in other income and
other gains was mainly due to the increase in currency exchange
gain and government grants for current period as compared with
corresponding period last year.
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Management Discussion and Analysis (cont'd)

The selling and marketing expenses of the Group comprised mainly
travelling expenses, transportation cost, advertising and promotion
expenses, salaries and office expenses. The selling and marketing
expenses of the Group from continuing operations for the six months
ended 30 September 2018 was RMB118,729,000, representing an
increase of 38.6% as compared with RMB85,644,000 (restated) for
the corresponding period last year. Selling and marketing expenses
to total sales revenue for the six months ended 30 September 2018
and 2017 amounted to approximately 7.2% and 5.7% (restated)
respectively. The increase in such ratio was mainly attributable to the
increase in expenses for developing its business and markets.

The Group's administrative expenses from continuing operations
amounted to RMB339,746,000for the six months ended 30
September 2018, which was similar to RMB342,326,000 (restated)
for the corresponding period last year. The ratio of administrative
expenses to total sales was approximately 20.6%, representing a
decrease of 2.0 percentage points as compared with 22.6% (restated)
for the corresponding period last year. The decrease in such ratio
was mainly attributable to the streamlined structure of the Group to
increase efficiency.

The Group's operating profit from continuing operations for the
six months ended 30 September 2018 was RMB711,101,000,
representing an increase of approximately 12.8% as compared with
RMB630,515,000 (restated) for the corresponding period last year,
while the operating profit margin increased by 1.5 percentage points
to approximately 43.1% during the current period from approximately
41.6% (restated) for the corresponding period last year. The increase
in operating profit was mainly attributable to the Group's business
growth and effective control of administrative expenses.

The income tax expenses of the Group from continuing
operations for the six months ended 30 September 2018 was
RMB174,911,000, representing an increase of 19.2% as compared
with RMB146,750,000 (restated) for the corresponding period last
year. Income tax rate of the current period was approximately 22.2%,
representing a slight increase of 0.8 percentage point as compared
with approximately 21.4% (restated) of the corresponding period last
year. It was mainly attributable to the increase in withholding income
tax for current period.

Profit attributable to the equity holders of the Company from
continuing and discontinued operations was RMB477,125,000 for
the six months ended 30 September 2018, representing an increase
of 4.4% as compared with RMB456,894,000 for the corresponding
period last year.
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Management Discussion and Analysis (cont'd)

As at 30 September 2018, the net current asset value of the Group
was RMB7,375,169,000 (31 March 2018: RMB8,961,234,000).
The Group generates its working capital mainly through its
operating activities to maintain a sound financial position. As at 30
September 2018, the Group’s cash and bank balances amounted to
RMB6,108,744,000 (31 March 2018: RMB7,712,606,000). The Group
held structured investment products of RMB540,110,000 (31 March
2018: RMB102,000,000), which were reclassified as financial assets at
fair value through profit or loss in the current period.

As at 30 September 2018, the Group had bank borrowings of
RMB3,605,964,000 (31 March 2018: RMB210,000,000), of which
secured loan amounted to RMB2,888,093,000 (31 March 2018:
nil) was due within five years, and the unsecured loans amounted
to RMB717,871,000 (31 March 2018: RMB210,000,000) were due
within one to two years. For the six months ended 30 September
2018, the average annual interest rate of the secured loan was
5.70%, and the average annual interest rate of the unsecured loans
were 3.83% (2017: 3.98%). As at 30 September 2018, the Group's
gearing ratio (total borrowings, include current and non-current
borrowings, divided by total equity (excludes non-controlling interests)
was 31.5%, which was increased from 1.9% as of 31 March 2018.
It was mainly attributable to the new secured merger and acquisition
loan of approximately RMB2.888 billion used to finance the
acquisition of Jiahao during current period.

Trade receivables turnover period is calculated on the basis of the
average amount of trade receivables 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 2018, the Group's average trade receivables turnover
period of the continuing operations was 121 days, representing an
increase of 17 days as compared with 104 days (adjusted by excluding
figures of discontinued operation) for the last financial year ended
31 March 2018, and it was basically consistent with the 116 days
(adjusted by excluding figures of discontinued operation) for the
corresponding period last year.
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Management Discussion and Analysis (cont'd)

Trade payables 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. The
Group's average trade payables turnover period of the continuing
operations was 86 days, remained basically stable as compared with
89 days (adjusted by excluding figures of discontinued operation) for
the last financial year ended 31 March 2018.

As at 30 September 2018, the Group’s inventory balance amounted
to RMB809,352,000 (31 March 2018: RMB735,930,000 (adjusted
by excluding figures of discontinued operation)). For the six months
ended 30 September 2018, the Group's 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) of the continuing operations was 243
days, representing an increase of 27 days as compared with 216
days (adjusted by excluding figures of discontinued operation) for
the last financial year ended 31 March 2018 and an increase of
7 days as compared with 236 days (adjusted by excluding figures
of discontinued operation) for the corresponding period last year.
The increase in inventory was mainly for the Group’s business
development.

The principal businesses of the Group are located in Mainland China
and the majority of the sales revenue is denominated in RMB, with
the exception of only a certain amount of imported raw materials and
equipment which are denominated in foreign currency such as USD or
EUR. The Group’s bank deposits are mainly denominated in RMB, USD
and HKD. Management concurs the views of the People’s Bank of
China on the RMB exchange rate, that is, the RMB exchange rate has
the capability to continuously remain basically stable within reasonable
range of equilibrium.

As at 30 September 2018, the Group's equity interest in Jiahao
Foodstuff Limited and Guangdong Jiahao Foodstuff Co., Ltd, and its
land and buildings in Zhongshan China were used as collateral for a
bank loan of approximately RMB2.888 billion.
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Management Discussion and Analysis (cont'd)

As at 30 September 2018, the Group had capital commitments in
respect of the purchase of property, plant, equipment, financial assets
at fair value through other comprehensive income and investments in
associates, contracted for but not provided in the financial statements
amounted to approximately RMB273,802,000 (31 March 2018:
RMB259,877,000), which was mainly investments in domestic and
overseas funds amounted to RMB136,740,000.

According to the information available to the Board, the Group had
no contingent liabilities as at 30 September 2018.

HUMAN RESOURCES

As at 30 September 2018, the Group employed over 3,200 employees
in the PRC, Hong Kong, Germany, U.S., Botswana and Korea. During
the reporting period, the Group recruited talents based on its value,
actively accelerated the upgrade of the organization and furthered the
partnership models in multiple ways.

The Group adhered to the value of “People Matter Most” and
deepened employees’ understanding and recognition of the
Group’s value through cross-department interaction. The Group
also collaborated with external consulting firms and universities to
provide employees with training to strengthen their professional skills
while leverage the opportunity to let those social organisations to
better know the Group’s brand. The Group will continue to adhere
to the spirit of “Innovative, pragmatic, loyal and cooperative” and
implement a number of diverse cultural and ongoing public service
activities to facilitate progress in education and the environment
so that it could win the trust of the society and make sustainable
development.
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Other Information

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 September 2018, the interests and short positions of the
Directors and chief executives 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 Hong Kong Stock
Exchange pursuant to the Model Code were as follows:

H th &
EERRO HRRORES 2 ED

RZE-—NFLA=ZTH EFERSTHA
BERARE REABEZE (EXRESFRHE
RAIEXVES) 2 & - HERHD REHFFHEE
KRR E %&%fh%%&ﬁhﬁm%ﬁ
EvEunMAatkc@EamRe R RE
“j‘/‘i—rﬁ'Jfﬁﬁﬁﬁ/A%ﬂ;\.Z}K AR E BB AT
ZHEERRKEWT

Long position in ordinary shares of the Company KRRz EBRER
Number Percentage
of issued of the issued
Name of Directors Capacity Shares held share capital
BEC#T HE#T
EEpE 514 R4 & B RAEBFDL
CHU Lam Yiu Held through controlled corporations Mete 2,293,408,900 73.79%
RIRIE FRXEH QAR HED
XIONG Qing Beneficial owner 3,720,000 0.12%
ARJED EnEEA

Note: 2,293,408,900 ordinary shares of the Company were held by
Mogul Enterprises Limited, Resourceful Link International Limited,
Power Nation International Limited, Jumbo Elite Limited, Raise Sino
Investments Limited and Real Elite Investments Limited, respectively.
Ms. CHU Lam Yiu is the sole beneficial owner of the aforesaid six
companies.

Save as disclosed above, as at 30 September 2018, none of the
Directors nor their respective associates had any interests or short
positions in the shares, underlying shares or debentures of the
Company or any of its subsidiaries or associated companies as defined
in the SFO.

Bt : AR 7)22,293,408,9000% E3@A% T34 Bl A Mogul
Enterprises Limited, Resourceful Link International
Limited, Power Nation International Limited,
Jumbo Elite Limited, Raise Sino Investments
LimitedfReal Elite Investments Limited$& 4 ° &
MELZLAERAEARNE—EREFAC

BREXFIBEEEN RZTE—N\FLA=ZT
H BECANEEIAREZETHEARAEAR
AN EEMHB AR EE (TEERE
NEAEGRA) 2 EMARHD - HERGOHESF
BEEERIORE -
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Other Information (cont'd)

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed at the Company’s annual
general meeting held on 9 August 2016, the Company terminated
the share option scheme adopted on 22 September 2006 (“2006
Share Option Scheme”) and adopted a new share option scheme
("New Share Option Scheme") on 9 August 2016 (“Adoption Date”).
The New Share Option Scheme shall be valid and effective for a period
of ten years commencing on the Adoption Date (can be terminated
before expiration), the terms of the New Share Option Scheme are
substantially the same as those of the 2006 Share Option Scheme. As
at 30 September 2018, no share options had been granted under the
New Share Option Scheme and all outstanding options granted under
the 2006 Share Option Scheme had lapsed in October 2017.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than disclosed in Note 14 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 would enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 September 2018, other than the interests disclosed in the
section headed “Directors’ interests in shares, underlying shares
and debentures”, no substantial shareholders held interests or short
positions in 5% or more of the issued share capital of the Company
under Section 336 of the SFO.

LOAN FACILITY WITH COVENANTS RELATING TO
SPECIFIC PERFORMANCE OF THE CONTROLLING
SHAREHOLDER

On 17 August 2018, the Company entered into a facility agreement
with a PRC bank (the “Lender”) for a loan of approximately
RMB2,888 million for a term of 5 years (“Loan Facility”).

Pursuant to Rule 13.21 of the Listing Rules, so long as the facility
agreement is still in full force, the obligation to disclose exists. As one
of the precedent conditions of the facility agreement, Ms. CHU Lam
Yiu, the ultimate beneficial controlling shareholder of the Company,
shall, directly or indirectly, maintain her controlling stake in the
Company throughout the term of the Loan Facility. Breach of such
undertaking will constitute an event of default which entitles the
Lender to, among other things, demand immediate payment and/or
repayment of all amount outstanding under the Loan Facility from the
Company.
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Other Information

CORPORATE GOVERNANCE
Compliance with the Corporate Governance Code

The Board 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 key management accounting information of
the Group on a regular basis. The Company has an established
internal reporting practice throughout the Group to monitor the
operation and business development of the Company so as to capture
potentially price-sensitive information on a timely basis, and to
monitor the continuing disclosure obligation.

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

Code provision A.2.1 provides that the roles of chairman and chief
executive should be separate and should not be performed by the
same individual. Ms. CHU Lam Yiu, 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
the matters relating to business operations of the Group, the Board is
of the view that the above arrangement will not impair the balance
of power and authority of the Board and the executive management.
The effectiveness of corporate planning and implementation of
corporate strategies and decisions will generally not be affected.

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

Environmental, Social and Governance Reporting

The Environmental, Social and Governance (“ESG"”) Report which
contains our ESG information for 2017-2018 and the requirements
under the ESG Reporting Guidelines of the Listing Rules had been
published by the Company on websites of the Hong Kong Stock
Exchange (www.hkexnews.hk) and of the Company (www.huabao.
com.hk).

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) between 20 June
2018 (being the date of approval of the Company’'s 2017/18 Annual
Report) and 22 November 2018 (being the date of approval of this
Interim Report) of the Company are set out below:

1. Mr. WU Chi Keung ceased to act as Independent Non-
Executive Director of YuanShengTai Dairy Farm Limited from 28
September 2018;

2. Ms. MA Yun Yan had been a member of the Fourth, Eighth and
Ninth Listing Committee of Shenzhen Stock Exchange. Her last
tenure has completed on 21 August 2018;

3. Dr. DING Ningning ceased to act as independent supervisor
of PICC Property and Casualty Company Limited from 26 July
2018.

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 2018.
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Other Information (cont'd)

DIVIDEND

The Company’s final dividend of HK15 cents per Share (2017:
HK22 cents) in cash, amounting to approximately HKD466 million
(equivalent to approximately RMB405 million) in aggregate, for
the year ended 31 March 2018 were paid to shareholders on
28 September 2018.

The Board has resolved to declare an interim dividend of HK10 cents
per share (2017: interim and special dividend of HK16 cents) in cash
for the six months ended 30 September 2018, which are expected to
be paid on or about 11 January 2019 to Shareholders whose names
appear on the register of members of the Company on 17 December
2018.

CLOSE OF REGISTER OF MEMBERS

In order to determine shareholders who qualify for the interim
dividend, the register of members of the Company will be closed from
12 December 2018 to 17 December 2018, both days inclusive, during
which no transfer of shares will be effected. All properly completed
transfer forms accompanied by the relevant share certificates must
be lodged for registration with the Company’s branch share registrar
in Hong Kong, Tricor Tengis Limited, at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on
11 December 2018.

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

During the six months ended 30 September 2018, neither the
Company nor any of its subsidiaries had purchased, sold or redeemed
any of the Company’s listed securities.

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 2018 and up to the date of this report as required
under the Listing Rules.
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Other Information (cont'd)

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
of the Company, namely Mr. LEE Luk Shiu (the Chairman of Audit
Committee), Ms. MA Yun Yan, Dr. DING Ningning and Mr. WU Chi
Keung. The Group’s unaudited condensed consolidated interim
financial information for the six months ended 30 September 2018
has been reviewed and approved by the Company’s Audit Committee
and the Board, and it has also been reviewed by the Company’s
auditor, PricewaterhouseCoopers, 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 HKICPA.

By Order of the Board
CHU Lam Yiu
Chairwoman and CEO

Hong Kong, 22 November 2018
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Review Report

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
27 to 82 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 2018 and the condensed consolidated income statement,
the condensed consolidated statement of comprehensive income,
the condensed consolidated statement of changes in equity and the
condensed consolidated cash flow statement 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.

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.
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Review Report (cont'd)

CONCLUSION

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

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22 November 2018
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Condensed Consolidated Statement

of Financial Position

(All amounts in RMB thousands unless otherwise stated)

AR & B B 5IR 0 &

(BRREEAEIN AESBHUAARETTIIR)

As at As at
30 September 31 March
2018 2018
—E-N\F —ZE-)N\HF
hB=+H =A=+—H
Note Unaudited Audited
B 5 RIEEZ KL Az
Assets EE
Non-current assets RBEE
Property, plant and equipment M - HEE R 8 1,188,855 1,006,425
Land use rights = b FA 8 194,411 171,856
Intangible assets mEEE 8 6,920,293 2,531,828
Investments in associates REERR ZIKE 9 392,066 371,444
Investment in a jointly controlled entity RERZEHIER ZIKE 4,105 5,100
Financial assets at LAAREBETEEEES
fair value through other FFAEMIZRERE
comprehensive income SEEE 4,6 129,754 =
Available-for-sale financial assets AEHESREE 4,6 - 80,672
Deferred income tax assets RIEFMEMEE 10 99,385 80,346
Other non-current assets HiIERBEE 16,061 16,144
8,944,930 4,263,815
Current assets REEE
Inventories rE 809,352 766,005
Trade and other receivables B 5 & E b W SR IE 11 1,609,081 1,456,484
Financial assets at fair value through NAREBEFTEEES
profit or loss FFABRZEREE 4,6 540,110 -
Available-for-sale financial assets AEHESREE 4,6 - 102,000
Short-term time deposits N HTE BT K 2,109,722 1,076,955
Cash and cash equivalents BehBESEEY 3,999,022 6,635,651
Assets classified as held for sale BIELEEE 12 225,216 =
9,292,503 10,037,095
Total assets REE 18,237,433 14,300,910
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Condensed Consolidated Statement
of Financial Position (cont'd)

(All amounts in RMB thousands unless otherwise stated)

EREEMEMRRE @)

(BRREEAEIN IESBHOUARETITIIR)

As at As at
30 September 31 March
2018 2018
—E-N\E —E-N\F
hB=+H =A=+—H
Note Unaudited Audited
B 5 RIEEZ KEZ
Equity xR
Capital and reserves attributable to EATEREEAEWS
the Company’s equity holders IR 7 R {4
Share capital [N 13 318,647 318,647
Reserves & 15 2,442,195 2,343,573
Retained earnings REB & F 8,671,271 8,601,342
11,432,113 11,263,562
Non-controlling interests FEfE IS 1,915,097 1,854,775
Total equity HREES 13,347,210 13,118,337
Liabilities 8E&
Non-current liabilities FRBEE
Borrowings B 16 2,757,188 =
Deferred income tax liabilities RIEFTEHRARE 10 215,701 81,386
Trade and other payables g5 Kk E M RN FRIE 17 — 25,326
2,972,889 106,712
Current liabilities REBAE
Borrowings B 16 848,776 210,000
Trade and other payables B 5 R H A RIE 17 539,101 657,949
Current income tax liabilities EHMGHAaE 193,052 207,912
Contract liabilities aRBE 4 120,280 =
Liabilities directly associated with HEENEEEEE A
assets held for sale Z1E1R 12 216,125 =
1,917,334 1,075,861
Total liabilities HwWEE 4,890,223 1,182,573
Total equity and liabilities HEZREE 18,237,433 14,300,910
The notes on pages 33to 82 are an integral part of this condensed  %33E £82H Wit AR RALR A& & Hi B 75

consolidated interim financial information.
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Condensed Consolidated

Income Statement

(All amounts in RMB thousands unless otherwise stated)

Huabao International Holdings Limited ZE B BB ZEAR AR 2018-2019 Interim Report FH5R &
S A b £
IGLE S E

(BRREEAEIN AESBHUAARETTIIR)

Unaudited
RIEER
For the six months ended
30 September
BEAA=1THILEAMAA

No\t\e 2018 2017
B EE =E2-N\F T—t+F
(Restated)
(Fe&:5))
Continuing operations: BEREER
Sales L 7 1,651,556 1,514,248
Cost of goods sold SHE K AR (571,553) (518,992)
Gross profit F 1,080,003 995,256
Other income and other gains — net H WA R EMmlss— %58 18 87,602 63,770
Selling and marketing expenses HE N rh SHERS (118,729) (85,644)
Administrative expenses THE (339,746) (342,326)
Net reversal gains/(impairment losses) Gl QL%/EP B
on financial assets OREIER) F58 1,971 (541)
Operating profit EERER 711,101 630,515
Finance income BAFEUA 103,521 54,725
Finance costs & A (27.415) (986)
Finance income — net B U A — 558 76,106 53,739
Share of profit of associates and ffﬁ s DA RERESE
a jointly controlled entity BBz a% 2,177 1,639
Profit before income tax BRFL AT 2R 789,384 685,893
Income tax expense TSt 20 (174,911) (146,750)
Profit from continuing operations BEKSEER BB EF
for the period 614,473 539,143
Loss from discontinued operation IR E X 2 N AR
for the period 12 (46,034) (35,164)
Profit for the period ZNHA 2 A 568,439 503,979
Attributable to: L
Equity holders of the Company RAFEDRFTEA 477,125 456,894
Non-controlling interests JE4E HI I RE 25 91,314 47,085
568,439 503,979
Earnings/(loss) per share for profit from AHBAQBEHEFE A
continuing operations and discontinued ~ FE{LISERE RALL
operation attributable to the Company’s E&EEERAEF RMB (cents) RMB (cents)
equity holders for the period (E5#8) AR S ARES
Basic and diluted: R e
Continuing operations B TS 21 16.26 15.40
Discontinued operation RS TS 21 (0.91) (0.70)
15.35 14.70
The notes on pages 33 to 82 are an integral part of this condensed %338 £828 Wi ARG RAAR &+ HA B 75

consolidated interim financial information.
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30 Huabao International Holdings Limited ZE & BIFRZAKAR AT  2018-2019 Interim Report H HisziE

Condensed Consolidated Statement IGLEEE S 6k

of Comprehensive Income

(All amounts in RMB thousands unless otherwise stated) (BREBEEBEEIN TESBEHUARETF TIHIR)
Unaudited
RIEEX

For the six months ended
30 September
BEAA=+THLAAEAR

2018 2017
—E-N\F —T—tF
(Restated)
(gg&E5))
Profit for the period A HA B 2 F 568,439 503,979
Other comprehensive income: Hfth 2 T W &
Items that may be reclassified to profit or loss R E#H 72 Bz 89 7H H
Currency translation difference on BINEBc EHREERE
foreign operations 102,132 (89,559)
Other comprehensive income/(loss) for AHERHBEEMEE
the period, net of tax Wi (EE) 102,132 (89,559)
Total comprehensive income for AEERBEEZE KR EEHE
the period, net of tax 670,571 414,420
Total comprehensive income attributable to: F&E{5 2 [ W5 4 48
Equity holders of the Company RAGIHERFER A 573,904 369,863
Non-controlling interests FEPE B 1R 96,667 44,557
670,571 414,420
Total comprehensive income attributable to A A REFIFEABGERE
equity holders of the Company WesBEERE:
arises from:
Continuing operations FECEET 602,308 391,175
Discontinued operation RIS EETS (28,404) (21,312)
573,904 369,863

The notes on pages 33 to 82 are an integral part of this condensed %338 £82H Wi it A A RHLR & & H B 75

consolidated interim financial information. BRI, -



Huabao International Holdings Limited ZE B BB ZEAR AR 2018-2019 Interim Report FH5R &

Condensed Consolidated Statement of

Changes in Equity

(All amounts in RMB thousands unless otherwise stated)

BRGEER 2B R

(BRREEAEIN AESBHUAARETTIIR)

31

Unaudited
REEH
Attributable to equity holders of the Company
EARERREAELY
Non-
Share Retained Controlling Total
capital Reserves earnings Total interests equity
R& wE  REEF B FEItER “ER
Balance at 1 April 2017 RZZE-tEMA-H 318,647 979,764 8,528,166 9,826,577 780,335 10,606,912
Total comprehensive income for HZE-ZE—-tEHhA=1H
the six months ended LAERMNZERRESR
30 September 2017 - (87,031) 456,894 369,863 44,557 414,420
Transactions with owners in HARNRETANRS:
their capacity as owners:
Dividends paid to non-controlling MR ERE FRRE
interests - - - - (16,543) (16,543)
Final dividends for the year ended ~ BIRREZE-Z—+&
31 March 2017 paid ZR=t-HALEE
to shareholders LR = - (576,800) |  (576,800) - (576,800)
Acquisition of equity interest in WRIRR LM
Jiangxi Xianghai Biological BRARIAEE]
Technology Co., Ltd 2
("Jiangxi Xianghai”) - - - - 499 499
Additional investment in non-wholly ~ SBSNIEREZEMB A
owned subsidiaries - 230 - 230 (980) (750)
Disposal of a subsidiary HERBLR - (454) = (454) = (454)
Total transactions with owners BEEARZAE = (224)  (576,800) |  (577,024) (17,024)  (594,048)
Balance at 30 September 2017 RZE-tEhA=T1H 318,647 892,509 8,408,260 9,619,416 807,868 10,427,284
Balance at 1 April 2018 RZE-NFMNA—-H 318,647 2,343,573 8,601,342 | 11,263,562 1,854,775 13,118,337
Total comprehensive income for HZ-E-NEAA=1+H
the six months ended LAREANZERGARE
30 September 2018 - 96,779 477,125 573,904 96,667 670,571
Transactions with owners in BANABREANRS:
their capacity as owners:
Dividends paid to non-controlling Bt Satmt =0 &)
interests - - - - (39,623) (39,623)
Final dividends for the year ended BRETEEZE-N\EF
31 March 2018 paid SACT-RALEE
to shareholders RS - - (405353) |  (405,353) - (405353)
Appropriations from net profit BAMEN - 1,843 (1,843) = = =
Acquisition of equity interest in W HEEEmRREN
Hunan Jishou Mingzu Materials BRARHEEE]
Co., Ltd (“Hunan Jishou") bk £ - - - - 2,378 2,378
Capital injection from non-controlling ~ FFFE #1425 1 &
interests NGNS - - - - 900 900
Total transactions with owners BB AR 5% - 1843 (407,196) | (405353) (36,345  (441,698)
Balance at 30 September 2018 R-Z-\$NA=1H 318,647 2,442,195 8,671,271 | 11,432,113 1,915,097 13,347,210

The notes on pages 33 to 82 are an integral part of this condensed

consolidated interim financial information.
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Huabao International Holdings Limited % EIF& 42 % A BR A 7)

Condensed Consolidated
Cash Flow Statement

(All amounts in RMB thousands unless otherwise stated)

2018-2019 Interim Report # Bk &

FHRGEHEERER

Unaudited
RIEER

(BRREEAEIN AESBHUAARETTIIR)

For the six months ended
30 September
BZEhARA=+HIEAEA

2018 2017
—E-N\F —+tF

Cash flows from operating activities RETHRERE
Cash generated from operations LEEACE® 570,803 856,939
Income tax paid BEFEH (200,222) (135,290)
Net cash generated from operating EETBHEEZHESTE

activities 370,581 721,649
Cash flows from investing activities RETE E’\Jfﬁﬁ)ﬁi
Acquisition of subsidiaries A UNEERN (4,591,054) (17,646)
Acquisitions of an associate g @ﬁﬂ‘éﬁ%@ (17,450) =
Purchases of financial assets at fair value BANRAAEBEF=EBEEZETA

through other comprehensive income HEiralWmzemEE (38,819) =
Purchases of financial assets at fair value BANRAREBEFAZEEZHTA

through profit or loss BasesBMEE (500,000) =
Purchases of available-for-sale financial assets BEAAEHE SR EE - (108,000)
Proceeds from disposals of financial assets at ~ HENAREBEEF =2 B EEBT A

fair value through profit or loss BReREEMSHKIE 244,841 =
Proceeds from disposals of available-for-sale & A] & & /& EFTS A

financial assets - 110,920
Purchases of property, plant and equipment, — BE AW % - 2SRk - T FA#E

land use right and intangible assets kEREE (151,608) (32,714)
Proceeds from disposal of property, HEDSE WREBRBRELEE

plant and equipment and intangible assets Fr 8 3k 18 967 290
Short-term time deposits placed FAEHTEHFER (1,032,767) (79,680)
Dividend received 2R 2 10,161 7,756
Interest received BlUF 2 92,615 48,851
Net cash used in investing activities BRETEFAZRESFE (5,983,114) (70,223)
Cash flows from financing activities METHNRERE
Dividends paid to shareholders BlESER)#s) (405,353) (576,800)
Dividends paid to non-controlling interests 1) I8 5144 4 S A2, (39,623) (18,793)
Capital injection from non-controlling interest  FE4% | |4 4 25 T—r*ﬁ_}\/iﬁzﬁﬁgﬁi 900 -
Acquisition of additional interests in a mFEEE SRR A AWBMH B R

subsidiary from non-controlling interests BB HNEE 2 - (750)
New bank borrowings g IRITIE K 3,442,964 47,000
Repayment of short-term bank borrowings EBEEHIFEITER (47,000) (75,500)
Interest paid B E (46,501) (10,895)
Net cash generated from/(used in) BMETEELE (FFA)

financing activities 2R FE 2,905,387 (635,738)
Net (decrease)/increase in cash fﬂﬁ&ﬁﬁ%ﬁ%

and cash equivalents W) R (2,707,146) 15,688
Cash and cash equivalents at 1 April ROA—BzReEMBEEEY 6,635,651 4,177,807
Cash and cash equivalents reclassified RekREEEMEFH»ER

as assets held for sales BIEHEEE (23,806) =
Effects of currency translation on cash HikmE Lﬁﬁ% EkERe

and cash equivalents EEBYHNRE 94,323 (70,103)
Cash and cash equivalents at 30 September A WL A=+ B ZHERBESZEY 3,999,022 4,123,392

FEIBEENANMER/RAGALE R HAYHK
BER BB N

The notes on pages 33 to 82 are an integral part of this condensed
consolidated interim financial information.



Huabao International Holdings Limited & EIFRZEARAR AT 2018-2019 Interim Report H1 Hi¥RiE

Notes To The Condensed Consolidated
Interim Financial Information

(All amounts in RMB thousands unless otherwise stated)

1.

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 Company is an investment holding company. The Company
and its subsidiaries (the “Group”) are mainly engaged in the
research and development, production, distribution and sale
of flavours and fragrances, tobacco raw materials, aroma raw
materials and condiment products in the People’s Republic of
China (the “PRC"). Ms. Chu Lam Yiu, who is the Chairwoman
of the Board of Directors, holds approximately 74% beneficial
equity interest in the Company as at 30 September 2018.

This condensed consolidated interim financial information is
presented in thousands of units of RMB (“RMB’000") unless
otherwise stated and it has been approved for issue by the
Board of Directors on 22 November 2018.

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

B %R & h 2 B 35 B R B

(BRREEAEIN AESBHUAARETTIIR)

4

—RE R
EEREIEZERERAA([ARAKRER
EAMALAERRER G -HaMis
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Hamilton HM 11, Bermuda °
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Huabao International Holdings Limited ZE & BIFRZAKAR AT  2018-2019 Interim Report H HisziE

AR S P B E RN @

Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(BRREEAEIN IESBHOUARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

GENERAL INFORMATION (continued)
KEY EVENTS

On 4 September 2018, the Group completed the acquisition
of 100% equity interest in Jiahao Foodstuff Limited and
its subsidiaries (“Jiahao Foodstuff”), for a consideration of
approximately USD695,985,000 (equivalent to approximately
RMB4,745,437,000). Jiahao Foodstuff were principally
engaged in the production, sales, marketing and distribution
of condiment products predominantly to restaurants in China.
Further details are set out in Note 23 to the condensed
consolidated interim financial information.

On 2 October 2018 (Florida time), VMR Products LLC (“VMR
Products”), a non-wholly owned subsidiary of the Group,
entered into a disposal agreement with, among others, JUUL
Labs. Inc and its subsidiary to effect the disposal of all of the
issued and outstanding units of VMR Products. The Group
has approximately 62.7% indirect interest of the issued and
outstanding units of VMR Products. The consideration of the
disposal was approximately USD31,352,000. VMR Products
was engaged in the design, engineering, production, assembly,
integration, marketing, sale and distribution of electronic
cigarettes, independent from other segments of the Group.
As the disposal of VMR Products occurred after the date of
this statement of financial position, the associated assets and
liabilities of VMR Products were consequently classified as held
for sale at 30 September 2018 and its interim results were
presented in the condensed consolidated income statement as
a discontinued operation. The condensed consolidated income
statement distinguish discontinued operation from continuing
operations and the respective comparative figures have been
restated. Further details are set out in Note 12 to the condensed
consolidated interim financial information.

BASIS OF PREPARATION

This condensed consolidated interim financial information for
the six months ended 30 September 2018 has been prepared in
accordance with Hong Kong Accounting Standard (“HKAS") 34,
“Interim financial reporting” issued by the Hong Kong Institute
of Certified Public Accountants. 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 2018, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRS").

—REHR (&)

EEEH

RZZE—N\FHLAMNA ANEETKKER=
RMmERATINEMEAR ((R5RER])Z
100% A% # - Y& K {8 49 & X 7695,985,000
(HBERHARMAL,745,437,0007T) 5 R
MEENELEE HE EHERIHAKRE
W EEEAFENERE FBEHEREHEEE
PERET IS B R 23 -

RZE-—NE+A-ZRB(HFERERR)
AEEZIEZEK B2 FVMR Products LLC
(VMR Products | ) + #2JUUL Labs, Inc. R EF
NElEEEHE  LAHE VMR Products 2 2 3
BREITRATESEMN - NEEBEFEAVYMR
Products2 B 77 & i R 1718 B8 i1 2 62.7 % HE
@ HERELAZEIT31,352,000 « VMREZR
WERF EE HE - BS - HE HE &
HEDHEFE HEBBEINASEAME
D8 - R HE VMR Products?E AR B # k%
FAZ%AEE VMR Productst B E R B &
ER-ZE-NFALAZ1THDEAREELHE
MR MEFBEENREREE REmRET]
BRI E TS - BRI E ERFER
BEBODANR BREERERZEEHT
EEES - HIEH N ERRERE T EIM B & R
FE12 0

mREE
ARARBE_Z-N\FAA=THILREAR
MEREE T HMBERCREFT LS
RERMNELBGFER ([FESER])
E34 [ B HRE | MR - AHRES
PHIM B ERNEEANEBRRBETEMBRE
ZR ([BEAMBREEA]) MERNEEZ
E-N\F=ZA=T-HILFENGRHBR
R—GBIE -



Notes To The Condensed Consolidated

Huabao International Holdings Limited & EIFRZEARAR AT 2018-2019 Interim Report H1 Hi¥RiE

RS M HE RN @

Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

3.

(BRREERAEIN AESBEHUAARETITIIR)

ACCOUNTING POLICIES 3. BFtEX

The accounting policies applied are consistent with those of RTHEME - N\EFNA-—BHHRFER

the annual financial statements for the year ended 31 March 6 A R B B T R R R Rl R AE ETXE R A1 -

2018, as described in those financial statements, except for the REATHGBERARA 2 SRR EE

adoption of new and amendments to HKFRSs effective for the ET-NF=ZA=+—HIEFENFEY

financial year beginning 1 April 2018. BHREMRANSHARE B Y EFINZ
MR A -

(a) New and revised standards and amendments to existing (a) BRTEBVBEREENFES€/mT
standards that are effective for the first time for this B (IB5MBHREEFENR]) AR
interim period do not have a material impact on or are BEEMBREEUNFIR[EEP ZMHE
not relevant to the Group, except for HKFRS 9 “Financial HERELEMNKRAL ([BEMBREE
Instruments” (“HKFRS 9”) and HKFRS 15 “Revenue from BIZE155% ) o - FE AR AR & HAR B X
Contracts with Customers” (“HKFRS 15"). AR BT R IR B R MEET H A

SESEERYENERR-

The Group had to change its accounting policies and HRENBE BN BEREERESR RS
make modified retrospective adjustments as a result of B BmEEREI5R NREEBAER
adopting HKFRS 9 and HKFRS 15. The impact of the HEiBUR RIEHSETNENFAE -
adoption of these two standards are disclosed in Note 4 ANz IR BRI 4B E -
and the new accounting policies adopted are set out in BT SR AN T XM FE3(0) &
Note 3(c) and Note 3(d) below. P EE3(d) °

(b) The following new standards and amendments to (b) AEBUWERERFHEMATERMENE

AR R E R 2R R AN 3 3R A 2R I OB 24

standards have been issued but are not yet effective and
have not been early adopted by the Group:

Effective for annual
periods beginning

on or after

MATH AR 2%

BN FERBER

HKFRS 16 “Leases” 1 January 2019

BB EERIE 1657 [HE ] —E-hF—H—H

HK (IFRIC) 23 “Uncertainty over Income Tax Treatments” 1 January 2019

A (BRI REHRERS) F235% [FTSHEE M T EE M4 —E-NF—HA—H

Amendments to HKFRS 10 and HKAS 28 “Sale or contribution of assets between an To be announced
investor and its associate or joint venture”

BV BREELE 100 BB ERIZE285% R

(B2 [REEZERABERASAALLEZRAEENHESTE]

The management is in the process of making an B IR JE I AE AT il bR A Bl R RE
assessment of the impact of the above new standards and AN E HRETEBEENRHZE_ZT
amendments to standards, and the result is consistent —NF=ZA=+—BLEENFENH
with assessment the management made and disclosed BERPAIEZTE— B

in the annual financial statements for the year ended 31

March 2018.
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Huabao International Holdings Limited ZE & BIFRZAKAR AT  2018-2019 Interim Report H HisziE

Notes To The Condensed Consolidated fHAAE P M B E R M a0
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BRESBEEBEEIN TESEHUAREF TIHIR)
3. ACCOUNTING POLICIES 3. BFEE
(c) HKFRS 9 “Financial Instruments” - Accounting (0 EERVBHREEAFSR€MTIAE|-—=
policies applied from 1 April 2018 E-\FNA—-—ARBEENEFTERX
(i) Classification n D

The Group classifies its financial assets in the AEBBESREERRRAUT

following measurement categories: SHEER:

e  those to be measured subsequently at fair . EVBREREARABE
value (either through other comprehensive (RAHEMES RaEs@iR
income or through profit or loss), and BR)ErE &

e those to be measured at amortised cost. . LABESE AKX AR EH 2

The classification depends on the Group's business DEBRNRAEBEEECREE

model for managing the financial assets and the WEERAUALRRERESRF

contractual terms of the cash flows. BV IR TR A FE

For assets measured at fair value, gains and losses HRUARBENENEE  HE

will either be recorded in profit or loss or other SR E Bk B4R & W

comprehensive income. For investments in equity FoEmTAMKRE HZBEHA

instruments that are not held for trading, this fa] B2 BUR PO AN 65 B TR 1T W) 00 7

will depend on whether the Group has made an REEEELTURAAREEHNE

irrevocable election at the time of initial recognition BEEEHAEMES KR

to account for the equity investment at fair value AR B

through other comprehensive income (“FVOCI").

The Group reclassifies debt investments when and AEBEEEREENEBERER
only when its business model for managing those BEBRUEBTIAETED
assets changes. o
(i) Measurement (i) EE
At initial recognition, the Group measures a TEVIRHERE - AEENLERARE
financial asset at its fair value plus, in the case of BEEHESEE SEXEHeREE
a financial asset not at fair value through profit WAREBEEZH T ABRR &
or loss (“FVPL"), transaction costs that are directly EMENEEGEBREEZ SR
attributable to the acquisition of the financial asset. EENRSER UAABENEZ
Transaction costs of financial assets carried at FVPL BESBHABENEREED
are expensed in profit or loss. RSPER ERERBREZHE
Etaal
Financial assets with embedded derivatives are EREEAARATETIAN SR
considered in their entirety when determining BEENHeRRGTEINAEM
whether their cash flows are solely payment of FEK BREREEMNEEBET

principal and interest. EE o



Huabao International Holdings Limited & EIFRZEARAR AT 2018-2019 Interim Report H1 Hi¥RiE

Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

3. ACCOUNTING POLICIES (continued)

(c) HKFRS 9 “Financial Instruments” — Accounting
policies applied from 1 April 2018 (continued)

(i) Measurement (continued)

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model for
managing the asset and the cash flow characteristics
of the asset. There are three measurement
categories into which the Group classifies its debt
instruments:

o Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Interest income from these
financial assets is included in “other income”
using the effective interest rate method.
Any gain or loss arising on derecognition
is recognised directly in profit or loss and
presented in “other income and other gains
— net”, together with foreign exchange gains
and losses.

° FVOCI: Assets that are held for collection of
contractual cash flows and for selling the
financial assets, where the assets’ cash flows
represent solely payments of principal and
interest, are measured at FVOCI. Movements
in the carrying amount are taken through
other comprehensive income, except for the
recognition of impairment gains or losses,
interest income and foreign exchange gains
and losses which are recognised in profit or
loss. When the financial asset is derecognised,
the cumulative gain or loss previously
recognised in other comprehensive income is
reclassified from equity to profit or loss and
recognised in “other income and other gains
— net”. Interest income from these financial
assets is included in “other income” using
the effective interest rate method. Foreign
exchange gains and losses are presented in
“other income and other gains — net”.

RS M HE RN @
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Huabao International Holdings Limited ZE & BIFRZAKAR AT  2018-2019 Interim Report H HisziE

Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

3. ACCOUNTING POLICIES (continued)

(c) HKFRS 9 “Financial Instruments” — Accounting
policies applied from 1 April 2018 (continued)

Financial assets (continued)
(i) Measurement (continued)

Debt instruments (continued)

o FVPL: Assets that do not meet the criteria
for amortised cost or FVOCI are measured
at FVPL. A gain or loss on a debt investment
that is subsequently measured at FVPL is
recognised in profit or loss and presented net
within “other income and other gains — net”
in the period in which it arises.

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value
gains and losses on equity investments in other
comprehensive income, there is no subsequent
reclassification of fair value gains and losses to
profit or loss following the derecognition of the
investment. Dividends from such investments
continue to be recognised in profit or loss as “other
income and other gains — net” when the Group's
right to receive payments is established.

Changes in the fair value of financial assets at
FVPL are recognised in “other income and other
gains — net” as applicable. Impairment losses (and
reversal of impairment losses) on equity investments
measured at FVOCI are not reported separately from
other changes in fair value.

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

3. EFBE(#)

(0 FEERMBHEEAFSRIEMIA] -
—E-N\FHNA-HEERNEFEE
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A EHARAAREEFER
HEH AHMERS WaEH
BE WOBRARAREE
SFEREZHH A HES
MEMEE-REUNRRE
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

(BRREERAEIN AESBEHUAARETITIIR)

3. ACCOUNTING POLICIES (continued) 3. EETHE(H)
(c) HKFRS 9 “Financial Instruments” — Accounting () TERUKREERFSE€MTAE| -
policies applied from 1 April 2018 (continued) “E-NFNA-BEEBHRNETEER
(%)
Financial assets (continued) LTHEE (F)
(iii)  Impairment i) JR1E
The Group assesses on a forward looking basis HRABHEKAHENUARAE
the expected credit losses associated with its debt B EEHEEH T AREMEE K
instruments carried at amortised cost and FVOCI. HEBIARE ANEEEH
The impairment methodology applied depends on = BB R AT RS o RE
whether there has been a significant increase in ERAREERBEREEE M-
credit risk.
For contract assets and trade receivables, the HREBEENEZEIGK AR
Group applies the simplified approach permitted by RIRIBEE BN B EER EH
HKFRS 9, which requires expected lifetime losses RE BRI RERE
to be recognised from initial recognition of the REBE ZERATMEESER
receivables. FMEREEHRKAREERE
HA 78 A o
(d) HKFRS 15 “Revenue from Contracts with (d BEVBREELNFISHKIEZEFZEN

Customers” — Accounting policies applied from 1
April 2018

Revenue from Contracts with Customers

Revenue is measured at the fair value of the consideration
received or receivable for the sales of goods and services
in the ordinary course of the Group's activities. Revenue is
shown, net of discounts and after eliminating sales with
the Group companies. The Group recognises revenue
when the amount of revenue can be reliably measured;
when it is probable that future economic benefits will flow
to the entity; and when specific criteria have been met for
each of the Group’s activities, as described below.

BRELENRAI-B-B-N\FHA -
HEEANEFBE

HEFZEIE EEER KA
WAREARE —REEBIET HE
Bk IR AR TS AT U B Bt R IR R 1
AREBEFE -BRPHBATEEFN
ARAF AR S - AEBERALET
SHETE  RRNOEENSAIREARE
B AR T HREANT S HEBKA -
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

3.

ACCOUNTING POLICIES (continued)
(d) HKFRS 15 “Revenue from Contracts with

Customers” - Accounting policies applied from 1
April 2018 (continued)

Revenue from Contracts with Customers
(continued)

Revenues are recognised when or as the control of the
asset is transferred to the customer. Depending on the
terms of the contract and the laws that apply to the
contract, control of the asset may transfer over time or
at a point in time. Control of the asset is transferred over
time if the Group's performance:

o provides all of the benefits received and consumed
simultaneously by the customer; or

. creates and enhances an asset that the customer
controls as the Group performs; or

o does not create an asset with an alternative use to
the Group and the Group has an enforce able right
to payment for performance completed to date.

If control of the asset transfers over time, revenue is
recognised over the period of the contract by reference
to the progress towards complete satisfaction of that
performance obligation. Otherwise, revenue is recognised
at a point in time when the customer obtains control of
the asset.

The progress towards complete satisfaction of the
performance obligation is measured based on the Group's
efforts or inputs to the satisfaction of the performance
obligation, by reference to the contract costs incurred up
to the end of reporting period as a percentage of total
estimated costs for each contract.

In determining the transaction price, the Group adjusts
the promised amount of consideration for the effect of a
financing component if it is significant.

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

3.

ACCOUNTING POLICIES (continued)

(e)

New accounting policy adopted by the Group
during the six months end 30 September 2018

Non-current assets (or disposal group) are classified as
held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through
continuing use and a sale is considered highly probable.
They are measured at the lower of their carrying amount
and fair value less costs to sell, except for assets such
as deferred tax assets, assets arising from employee
benefits, financial assets and investment property that
are carried at fair value and contractual rights under
insurance contracts, which are specifically exempt from
this requirement.

An impairment loss is recognised for any initial or
subsequent write-down of the asset (or disposal group)
to fair value less costs to sell. A gain is recognised for
any subsequent increases in fair value less costs to sell
of an asset (or disposal group), but not in excess of any
cumulative impairment loss previously recognised. A gain
or loss not previously recognised by the date of the sale of
the non-current asset (or disposal group) is recognised at
the date of derecognition.

Non-current assets (including those that are part of a
disposal group) are not depreciated or amortised while
they are classified as held for sale. Interest and other
expenses attributable to the liabilities of a disposal group
classified as held for sale continue to be recognised.

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

BRTBE (&)

3.

(e)

AEER=ZZE—N\FEAA=1+HIXEA
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

4,

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

CHANGES IN ACCOUNTING POLICIES 4. B HEREH
The Group adopted HKFRS 9 and HKFRS 15 from 1 April 2018, AEEE-_Z-NFOA-—BERATEHEY
which result in changes in accounting policies (new policies BRE LR FEFME 155 EH T St HREK
are described in Note 3) and adjustments to the amounts (TR EM IR BN S
recognised in the consolidated financial statements. MM ERSENAE-
In accordance with the transitional provisions in HKFRS 9, KB B SHREERFOF A IBE IR
comparative figures have not been restated. As a consequence, RNEEBRBI L EAMESE - Al FRHE S
any adjustments to carrying amounts of financial assets or MEEXNEBEFRAEBENEZRIEAFRAE
liabilities are recognised at the beginning of the current FYRE BT AT -ABER  KIRMEBERAE
reporting period, with the difference recognised in opening WEERAZHVREER BEEBTLR
retained earnings. Provisions for impairment have not been HERWET -
restated in the comparative period, as well.
The Group adopted HKFRS 15 using the modified retrospective REBEZEREERNEBN T ERME B
approach which means that the cumulative impact of the W EAERIE 155 @ - BIRIE 8 REITZ I
adoption (if any) will be recognised in retained earnings as of 1 AEZRRHRATEYS EAFAREVRE
April 2018 and that comparatives will not be restated. BABRE - AEBEETERRETKERD
BEEEIE REUE_T—/\FWOA—H
AR A EETES it REKRES
Lt 5% HA P UK -
4.1 Impact on the financial statements 41 HPBBROTZE
The following table shows the adjustments recognised for TERRASENBENAR TEERZY
each individual line item. Line items that were not affected ZHRE - TXHRMEELAE LT
by the changes have not been included. The adjustments AR RE o
are explained in more detail as below.
31 March
Condensed consolidated 2018
statement of financial As originally 1 April 2018
position (extract) EREAHEMRRE (FR) presented HKFRS 9 HKFRS 15 Restated
R-B-N\f RZZ-NF
ZA=+-B FHEEBRE BFEUBES mA—-A
R R E9% B 155 RE
Available-for-sale financial At HESREE
assets (“AFS") 182,672 (182,672) - -
Fvocl AARBEFEAEZHTA
EtralaEneREE - 80,672 - 80,672
FVPL WARBEFELEZHEA
BRMNEREE - 102,000 102,000
Contract liabilities ERER = 25,590 25,590
Trade and other payables &5 R EMEMTR 683,275 = (25,590) 657,685
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

4,

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

CHANGES IN ACCOUNTING POLICIES 4. BTFBEEH (&)
(continued)
4.2 HKFRS 9 “Financial Instruments” - Impact of 42 FEBVBEHBREEANFEMIA| &K
adoption FAFERNTE
HKFRS 9 replaces the provisions of HKAS 39 Financial BRRRERRATEVBREENE
Instruments (“HKAS 39") that relate to the recognition, o8k HEVR T BB 2 ERIFE 395 & Rt
classification and measurement of financial assets and TEA([BEBGTEREIRDF IR
financial liabilities; derecognition of financial instruments; SRHEENSRBENER  »EM:
impairment of financial assets and hedge accounting. B eRIANKIHER eREED
HKFRS 9 also significantly amends other standards dealing BEME R HER - ERBTBRS
with financial instruments such as HKFRS 7 Financial LERIESRE At S T A ABRER %
Instruments — Disclosures. Al (Pl BEAMBREERETR: &
BMIA-—RE)LETTERNEIE-
The total impact on the Group's retained earnings and RZZE-N\EFHA—B XEEHNRE
reserves due to classification and measurement of financial BANNMFEERERERIAN BN S
instruments as at 1 April 2018 is as follows: RIEWTERET
AFS Fvodi Retained
Notes Reserve Reserve earnings
UAREE
FEEH
FEIHA
e Httira
tREE g3k
i3 i EERE REBH
Opening balance - HKAS 39 B - AR BREE
BI% 395 50,136 - -
Reclassify unlisted FEEmEREFN
equity securities from HNESREEED
AFS to FVOC| BENRAAEEHER
HEoMmi A Eimel
BNEREE (a)ii (50,136) 50,136 -
Total adjustments REMENEHMBHRE
from adoption (50,136) 50,136 -
Opening balance - HKFRS 9 B - BB BREE
B9 - 50,136 -

43



44

Huabao International Holdings Limited ZE & BIFRZAKAR AT  2018-2019 Interim Report H HisziE

Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

4,

(continued)

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

CHANGES IN ACCOUNTING POLICIES 4. BIFBXEH (&)
4.2 HKFRS 9 “Financial Instruments” - Impact of 42 FEBVBEBREEANFEMIA| &K
adoption (continued) AFERANTE (1H)
(a) Classification and measurement (a) DEAHNE
The Group’s management has assessed which EEEHEEREAMBRRE
business models apply to the financial assets held by AIZEOSREI Pt S B & EETTAY
the Group and has classified its financial instruments fh YAKEMTASEAESY
into the appropriate HKFRS 9 categories. The main TS RIFE TR T T AR
effects resulting from this reclassification are as B-BN0HEMNFELENT:
follows:
Financial assets - SREE-
1 April 2018 “Z-N\FMA-H Notes AFS Fvodi FVPL
UAREE
FEEH® URAEE
B AHAM FEEH®
THREE GEKEN Bt ABEN
i3 tREE tREE SREE
Closing balance RZE-NF=zA=+—H
31 March 2018 BRER-TBYBRE
- HKAS 39 395 182,672 - -
Reclassify bank financial ~ SR{TEHERKAEHE
products from SREEENBENDA
AFS to FVPL BE 2 AHEEH ABEN
SREE (i) (102,000) = 102,000
Reclassify unlisted FEMEREFETHRLE
equity securities PREAEENBENDA
from AFS to FVOC BEFEAEEYFALLL
GelENeREE (i) (80,672) 80,672 S
Opening balance RZE-\FNA—BH]
1 April 2018 - ER-BEHMBREED
HKFRS 9 EZhH - 80,672 102,000
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

4,

CHANGES IN ACCOUNTING POLICIES

(continued)

4.2 HKFRS 9 “Financial Instruments” - Impact of
adoption (continued)

(a) Classification and measurement (continued)

(i)

(ir)

Reclassification from AFS to FVPL for bank
financial products

Certain investments in bank financial products
were reclassified from AFS to FVPL. They do
not meet the HKFRS 9 criteria for classification
at amortised cost, because their cash flows
do not represent solely payments of principal
and interest. There was no material fair value
change since 1 April 2018.

Reclassification from AFS to FVOC/ for
unlisted equity securities

The Group elected to present in other
comprehensive income changes in the fair
value of all its equity investments in unlisted
securities previously classified as AFS, because
these investments are held as long-term
strategic investments that are not expected
to be sold in the short to medium term. As a
result, equity interest in unlisted companies
with fair value of RMB80,672,000 was
reclassified from AFS to FVOCI on 1 April
2018. There was no material fair value change
since 1 April 2018.

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

4.

SR BREE (H)

42 EBRVKEBEEAFRIEMIA] &
AFERNTE (F)
(a) HEHNE (&)
() WARLEHEEESLE
FIA R E B ZE HAEE)
FIABmA M EEIRTT
FE BT B

HRTEREENRELA
HEENEREENENR
BRUARBEFERESE
PHAEENEREE &
REZBERTERELSH
MB-BZT—N\FEOA—
B ZBOREERNA

REEED-

(i) P ETRESEER T
PHEEESPEUALM
B8 AR BHAL A
AWEE S BEE

LTS FFNTHEE
NEBMEEWETREAU
AREBEELZHFEREMES
e mEE  BAZE
EARREBEBRE  ATUA
SEBEFTSEPEHL
el EZE—N\EN
B—B 2nBEAARE
80,672,0007T A 3E LT #E =
BHERAILENSREER
ENEINAAEEINZER
HEE AHMERERED
EtMEE-B-_T—N\FN
A—HBR RBEXKANE
BEH-
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

4,

CHANGES IN ACCOUNTING POLICIES

(continued)

4.2 HKFRS 9 “Financial Instruments” - Impact of
adoption (continued)

(a) Classification and measurement (continued)

(iit)

Financial liabilities

There is no impact on the Group’s
accounting for financial liabilities, as the
new requirements only affect the accounting
for financial liabilities that are designated
at fair value through profit or loss and the
Group does not have any such liabilities. The
derecognition rules have been transferred
from HKAS 39 Financial Instruments:
Recognition and Measurement and have not
been changed.

(b) Impairment of financial assets

The Group has two types of financial assets at
amortised cost subject to HKFRS 9's new expected
credit loss model:

trade receivables

other receivables

The Group was required to revise its impairment
methodology under HKFRS 9 for each of these
classes of assets.

()

Trade receivables

For trade receivables, the Group applies the
simplified approach to providing for expected
credit losses prescribed by HKFRS 9, which
requires the use of the lifetime expected
loss provision for all trade receivables. The
adoption of the simplified expected loss
approach under HKFRS 9 has not resulted
in any additional impairment loss for trade
receivables as at 1 April 2018. Note 6.3
reconciles the loss allowance as at 1 April
2018 to that at the end of the reporting
period.

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

4.
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

4,

CHANGES IN ACCOUNTING POLICIES

(continued)

4.2 HKFRS 9 “Financial Instruments” - Impact of
adoption (continued)

(b) Impairment of “financial assets” (continued)

(i1)

Other receivables

For other receivables already in place at 1
April 2018, the Group has determined that
reliably assessing the probability of default at
the initial recognition of each financial asset
would result in undue cost and effort. As
permitted by HKFRS 9, the credit provision will
be determined based on whether credit risk
is low only at each reporting date, until the
receivables are derecognised. The adoption
of the expected loss approach under HKFRS 9
has not resulted in any additional impairment
loss for other receivables as at 1 April 2018.
Note 6.3 reconciles the loss allowance as at 1
April 2018 to that at the end of the reporting
period.

Impairment losses of financial assets are
presented separately in the income statement.
As a result, the Group reclassified impairment
losses amounting to RMB541,000 recognised
under HKAS 39, from “administrative
expenses” to “net impairment losses on
financial assets” in the income statement for
the six months ended 30 September 2017.

4.3 HKFRS 15 “Revenue from Contracts with
Customers” - Impact of adoption

The Group has adopted HKFRS 15 “Revenue from
Contracts with Customers” from 1 April 2018 which
resulted in changes in accounting policies. The Group
adopted HKFRS 15 using the modified retrospective
approach which means that the cumulative impact of the
adoption (if any) will be recognised in retained earnings as
of 1 April 2018 and that comparative figures will not be

restated.

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

4.

SR BREE (H)
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(BRREEAEIN IESBHOUARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

4, CHANGES IN ACCOUNTING POLICIES 4, BB X®2F (E)
(continued)
4.3 HKFRS 15 “Revenue from Contracts with 43 FHRAUBREEAEISHEEEFZH

Customers” — Impact of adoption (continued)

Presentation of contract liabilities
Reclassifications were made as at 1 April 2018 to be
consistent with the terminology used under HKFRS 15:

Contract liabilities previously presented as advances from
customers in “trade and other payables” were reclassified
as at 1 April 2018 to align with the terminology used
under HKFRS 15.

The Group did not introduce any refunds or customer
loyalty programme which is likely to be affected by the
HKFRS 15.

The Group does not expect to have any contracts
with material consideration where the period between
the transfer of the promised goods to the customer
and payment by the customer exceeds one year. As a
consequence, the Group does not adjust any of the
transaction prices for the time value of money.

No additional cost occurs to fulfil the contract was
identified.

Other than reclassification of contract liabilities, the
adoption of HKFRS 15 did not result in any impact to
the retained earnings as at 1 April 2018 as the timing of
revenue recognition on sales of products is not changed.

The impacts of the adoption of HKFRS 15 on the
condensed consolidated statement of financial position at
1 April 2018 are as follows:

BREEHRA]I -RAFEANDE
(%)

&R &R ZIR
ENER-_ZT-N\FOA—BET A
HNEBBMBRELERFEISHEL:

ERBEENEFRIIAAIESRE
fEMNR] P 2EFPANRE BFEE
BEVBREEANFEISENMED R =
E-NEFOMA—BRENHE-

RE B S| AMEAAI A RE X BB B 7%
FERNFE SR P E RN T P BHE
g

EAGENBEERPERP AR A
MERBEBR - FNERT AEETHE
HMEEMEAHEG -Fit REBEIL K
PREEHEHEERABTARSER-

BERNEABRTAENMEENEIE
Ao

BRTEREBEZEDSRIN BRIEER
AFERER W ENE  RABTBM TR
EREEISRHEEAN_—_F—/\FHA
—HERREENAEZE-

N_ZE—N\FHA—H ROBTERE
HELERFE1SFE PGS U BRRE
MR EWT:

HKAS 18 HKFRS 15

carrying amount  Reclassification  carrying amount

31 Mar 2018 1 April 2018

BRUBHRE BEUBHRE

BRE18H L ERIE15%2

REE g REE

RZB-NE R-B-N%¥

ZA=t-H mA—-A

Contract liabilties AREE - 25,590 25,590
Trade and other payables B 5 REMENK 683,275 (25,590) 657,685
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)
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5.

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, except for the estimates below, 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
2018.

Impairment of financial assets

The Group made allowances on financial assets (including trade
receivables and other receivables) based on assumptions about
risk of default and expected credit loss rates. The Group used
judgement in making these assumptions and selecting the
inputs to the impairment calculation, based on the Group’s past
history, existing market conditions as well as forward looking
estimates at the end of each reporting period.

Where the expectation is different from the original estimate,
such difference will impact the carrying amount of these
financial assets and impairment charge in the periods in
which such estimate has been changed. For details of the key
assumptions and inputs used in the impairment assessment, see
Note 6.3 below.

FINANCIAL RISK MANAGEMENT
6.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including currency risk, cash flow
interest rate risk and price 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 2018.

There have been no changes in the risk management
policies since 31 March 2018.

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6. FINANCIAL RISK MANAGEMENT (continued)
6.2 Liquidity risk

6.3

As at 30 September 2018, the Group’s net debt is
zero (31 March 2018: zero), which is calculated as
total borrowings (including current and non-current
borrowings) less cash and cash equivalents.

Credit risk

The Group is exposed to credit risk if counterparties fail to
make payments as they fall due in respect of:

o payment of trade receivables as invoices fall due
under credit terms after being raised.

o payment of other receivables fall due under credit
terms.

For financial assets originated from 1 April 2018, the
following credit risk modelling applies:

The Group considers the probability of default upon
initial recognition of asset and whether there has been
a significant increase in credit risk on an ongoing basis
throughout each reporting period. To assess whether there
is a significant increase in credit risk the Group compares
the risk of a default occurring on the asset as at the
reporting date with the risk of default as at the date of
initial recognition. It considers available reasonable and
supportive forwarding-looking information. Especially the
following indicators are incorporated:

o internal credit rating

o external credit rating

o actual or expected significant adverse changes in
business, financial or economic conditions that

are expected to cause a significant change to the
borrower’s ability to meet its obligations

o actual or expected significant changes in the
operating results of the borrower

o significant increases in credit risk on other financial
instruments of the same borrower

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)
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Notes To The Condensed Consolidated

Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6. FINANCIAL RISK MANAGEMENT (continued) 6. MEEKRERE (&)
6.3 Credit risk (continued) 63 f=ERMRK

e significant changes in the expected performance . BRABARRRETRELE
and behaviour of the borrower, including changes in 21 BEEERNEBERANKIE
the payment status of borrowers in the group and BB LA E KR E -
changes in the operating results of the borrower.
The Group applies the simplified approach to RRARRBEBMBERESEAE
providing for expected credit losses prescribed by SRHARE A B A IR HE
HKFRS 9, which permits the use of the lifetime HEEEE ZEANATMEES
expected loss provision for all trade receivables. JE WK 5 £X R 2 ({5 A 48 R 1R AR

TR ERRE
To measure the expected credit losses of trade BRI 2B HEWFENTEREE
receivables, trade receivables have been grouped BiE BSRKARBEXANEE
based on shared credit risk characteristics and the [B\ e S e B A BRMETT D 4H o 1
days past due. The loss allowance provision as at 1 ZE-N\FEOA—RHE-T—N
April 2018 and 30 September 2018 is determined FRA=+TH EFBEXRNTI
as follows, the expected credit losses below also T~ ATHEHERBARRZET
incorporate forward looking information. REEMBNEE:
1 April 2018 —E-NFWMAE—H
91 days - 181 days - Over
Trade receivables due 0-90days 180days 360days 360 days Total
EE ) L E 0-90H 91-180H 181—360R #&iB360H At
Effective expected R EE
loss rate 0% 0% 3.73% 41.39%
Gross carrying amount RHEHEM 908,682 110,860 12,872 30,068 1,062,482
Loss allowance provision — EfE& %8 = = 430 12,445 12,925
30 September 2018 —E-NFhA=+H
91 days - 181 days - Over
Trade receivables due 0-90days 180days 360days 360 days Total
EE ) LE 0-90H 91-180H 181-360R #&iB360A At
Effective expected TR AR EE
loss rate 0% 0.01% 1.08% 47.88%

Gross carrying amount RHEEE 1,024,500 83,076 27,520 23,852 1,158,948
Loss allowance provision — EfE& %8 = 8 297 11,421 11,726

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6. FINANCIAL RISK MANAGEMENT (continued)
6.3 Credit risk (continued)
(i) Trade receivables (continued)

The loss allowance provision for trade receivables
reconciles to the opening loss allowance for that
provision as follows:

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

6. XKEKRERE (&)
63 f=ERRK (&)
() EZEN (&)

B 55 IlE W 3R O % 18 18R e L A )
WRGEETT

Trade
receivables
B 5 B
At 31 March 2018 (calculated under HKAS 39) R=-ZE—N\F=A=+—H
(ERBEAGAEREIGRTE) 12,925
Amounts restated through opening BB YR E B F
retained earnings Espdllcnr -
At 1 April 2018 (calculated under HKFRS 9) RZZE—-N\FMHA—H
(ERB B BIRKRERNEIRTE) 12,925
Reversal for impairment on trade receivables — f [B 35 48 4T & 5 7% iE W BR ZURE
for continuing operations (218)
Reversal for impairment on trade receivables S [B14% |- 4% % 3£ 75 & WK BR FURE
for a discontinued operation (640)
Increase arising from acquisition of Jiahao WSS R ATE £/ N
Foodstuff 6
Assets included in a disposal group EEANNEEREARZELE
classified as held for sale (347)
At 30 September 2018 RZZE-N\FAA=1H
(calculated under HKFRS 9) (AR B BU SRR ENFFETE) 11,726

As at 30 September 2018, the gross carrying amount
of trade receivables were RMB1,158,948,000,
and thus the maximum exposure to loss of trade
receivables were RMB1,147,222,000.

RZZE-—NFALA=+A8H"
BEZRERFNEAEEAAR
#1,158,948,0007T * A Itk & ¥
BRAEBRHOEABEAEARE
1,147,222,0007T ©
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

6. FINANCIAL RISK MANAGEMENT (continued) 6. XKEKRER (&)
6.3 Credit risk (continued) 63 f=ERK (&)
(ii) Other receivables (i) EmEK

Other financial assets at amortised cost include
other receivables. Other receivables mainly includes
notes receivable, prepayments, deposits, pre-paid
charges, deductible input tax of Value-Added Tax,
advances to staff, retention money and others.

The loss allowance provision for other receivables
reconciles to the opening loss allowance for that
provision as follows:

HMUBER AT ENEREE
BREEMEYGR - YR ER
BREEERE BANFE EE-
BERTEMERR BNET
R ERERHEAMe

HL Al 8 LS 3R B % 18 18R i L A )
WRGEETT

Other
receivables
H{th FE U
At 31 March 2018 (calculated under HKAS 39) R=-ZE—N\F=A=+—H
(EREBB G ERE99FHE) 21,111
Amounts restated through opening BBHVRBAENEYSE
retained earnings _
At 1 April 2018 (calculated under HKFRS 9) R-ZZE—NFMA—H
(ERB B BIRRERNERTE) 21,111
Reversal for impairment loss on other receivables J# [B1 E fth & 15 3K I8 /9 5k B 18 2% (1,753)
Increase arising from acquisition of Jiahao Wi R ATE £/ N
Foodstuff 642
Written off as uncollectible B 4 S U ] 7 SH (918)
At 30 September 2018 RZE—NFLA=+H
(calculated under HKFRS 9) (ERB A BT ERNERTE) 19,082

As at 30 September 2018, the gross carrying
amount of other receivables was RMB424,912,000,
and thus the maximum exposure to loss of other
receivables was RMB405,830,000.

RZE-—NFLA=+H X
HEKZRNEEEEAEARE
424,912,00070 ' A It & E B
XERHNBEABEAARE
405,830,0007T °
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6.

FINANCIAL RISK MANAGEMENT (continued)
6.4 Fair value estimation

The following categorises financial instruments carried
at fair value based on the level of inputs to valuation
techniques within a fair value hierarchy. The different

levels have been defined as follows:

. Quoted prices (unadjusted) in active markets for

identical assets or liabilities (level 1).

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

derived from prices) (level 2).

o Inputs for the asset or liability that are not based
on observable market data (that is, unobservable

inputs) (level 3).

The financial assets of level 3 within the fair value
hierarchy as at 30 September 2018 were FVOCI and
FVPL. The financial assets of level 3 within the fair value
hierarchy as at 31 March 2018 were the AFS. There were

no transfers into or out of level 3.

There are no other financial instruments that were
measured at fair value as at 30 September 2018 and 31

March 2018.

Market approach is adopted in valuation of the financial
assets of level 3. There were no changes in valuation

techniques during the period.

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6. FINANCIAL RISK MANAGEMENT (continued)

6.5

6.6

6.7

Fair value measurements using significant
unobservable inputs (Level 3)

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

MERRER (&)

6.5

FEREATABERANAABETE
(%5=FE)

FVOCI and FVPL

URAAREENE

BHEZHHAHR

fgREREZE

BMEERAAA

EETEEH

BEGABREZ

EMEE

At 1 April 2018 RZZE-NFMNA—H 182,672
Increase arising from acquisition of Jiahao Foodstuff Utz 5 & & (Hf5E23(a)

(note 23(a)) 180,811
Other additions H i 3718 538,819
Disposals L& (242,806)
Fair value change NABEES 105
Currency translation differences BMBREEE 10,263
At 30 September 2018 RZZE-NFAA=1H 669,864

There were no changes in valuation techniques during the
period.

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.

Fair value of financial assets and liabilities
measured at amortised cost

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

6.6

6.7

A AERDLEES-

REBEWEERR

AEBEMBERE —B/NE AaERY
BHRESEHTHEREENTE &
REBE=ZEAREBE WNEEER
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(BRREEAEIN IESBHOUARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

7. TURNOVER AND SEGMENT INFORMATION 7. BXEROBEH

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

(1) Flavours and fragrances;
(2) Tobacco raw materials;
(3) Aroma raw materials; and
(4) Condiment.

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

The Executive Directors consider the business from the
operation’s perspective and assess the performance of flavours
and fragrances, tobacco raw materials, aroma raw materials and
condiment segments.

1) Flavours and fragrances segment includes research
and development, production and sale of flavours and
fragrances products.

2)  Tobacco raw materials segment includes research and
development, production and sale of paper-making
reconstituted tobacco leaves and new materials products
that are innovative, functional and applicable to tobacco
industry.

3)  Aroma raw materials segment includes research and
development, manufacture and sale of aroma raw
materials products that are extracted from natural
materials or generated from chemical process.

4) Condiment segment includes production, sales, marketing
and distribution of condiments. This segment was
established following the acquisition of Jiahao Foodstuff in
September 2018.

The Innovative tobacco products segment presented as an
independent segment in the preceding period is classified as a
discontinued operation.

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 fEBRAR S P B S B EE (e
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BRESBEEBEEIN TESBEHUAREF TIIR)
7. TURNOVER AND SEGMENT INFORMATION 7. EXBRIPER(HF)
(continued)
The segment information for the six months ended 30 BHE-_Z-N\FAA=ZTHIEAEAND B
September 2018 is presented below: ERZ5IT
Unaudited
REEY

For the six months ended 30 September 2018
BE-E-N\FAAZTHILAEA

Innovative
tobacco
Flavours Tobacco Aroma Continuing products
and raw raw operations  (Discontinued
fragrances materials materials  Condiment Others (total)  operation) Total
KELE FREEER
i ERRR ERH Ak Bt RBET  (RLEEE) @3t
(Note 12)
(MriE12)
Total turnover BE%8 974,056 430,385 231,018 26,785 10 1,662,254 120,586 1,782,840
Intersegment sales PHREE (8.157) - (2541) - - (10,698) - (10,698)
Segment turnover - net PHERE-FE 965,899 430,385 228,471 26,785 10 1,651,556 120,586 1,772,142
Segment result PHEE 520,591 186,108 34,203 (7,991) (21,810) 711,101 (26,952) 684,149
Finance income BB 103,521 4 103,525
Finance costs REKK (27,415) (19,086) (46,501)
Finance incomef{cost) - net ~ BIRIRA/ (BERAK)
58 76,106 (19,082) 57,024
Share of profit of associates ~ FE/EEE AR REREH
and a jointly controlled entity ~ E#£2 &7 2177 - 21717
Profit/loss) before income tax BRI ETRF/ (518 789,384 (46,034) 743350
Income tax expense FrisH (174,911) = (174,911)
Profit/loss) for the period TEEEN/ (B8) 614,473 (46,034) 568,439
Depreciation & 14,937 41,971 7,591 702 793 65,99 1,786 67,780
Amortisation | & 1,296 4,401 8,085 6,134 203 20,119 15,106 35,225
Unaudited
FEEH
As at 30 September 2018
R=B-NFAAZTH
Innovative
tobacco
Flavours Tobacco Aroma Continuing products
and raw raw operations  (Discontinued
fragrances materials materials  Condiment Others (total) ~ operation) Total
RESE FREEHR
L ERRR ERH Bl At RBEF  (RLEEE) a5t
(Note 12)
(WrE12)
Segment assets PHEE 9,088,067 2,943,708 787,642 5,052,367 140,433 18,012,217 225216 18,237,433
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

7.

TURNOVER AND SEGMENT INFORMATION

(continued)

AL E PN B ERME @

(BRREEAEIN IESBHOUARETITIIR)

7.

The segment information for the six months ended 30
September 2017 is presented below:

ERERTMBEN (K)

RE-T—tFEAAS+ALEABANSH
ARSI

Unaudited
RSEG

For the six months ended 30 September 2017 (Restated)

BECZ—LENA=TRILAEA (FE5))

Innovative

tobacco

Flavours Tobacco Aroma Continuing products

and raw raw operations  (Discontinued
fragrances materials materials Others (total)  operation) Total

BELE FLESHA
R ERRM ERH Hfh  EBfH (RIEEE) @t

(Note 12)

(MzE12)
Total turnover BEEE 993,870 279,558 252,499 663 1,526,590 123,629 1,650,219
Inter-segment sales AHREEE (7,938) (1,698) (2,706) - (12,342) - (12,342)
Segment turmover - net AREEE-FE 985,932 277,860 249,793 663 1,514,248 123609 1,637,877
Segment result PEEE 522,004 109,575 49,328 (50,392) 630,515 (25,256) 605,259
Finance income iy LTON 54,725 1 54,726
Finance costs BERK (986) (9,909) (10,895)
Finance income/(cost) - net BN/ (RERE) 58 53,739 (9,908) 43,831
Share of profit of associates e AT B 1639 = 1,639
Profit/(loss) before income tax BHRAEF/ (B8) 685,893 (35,164) 650,729
Income tax expense R (146,750) = (146,750)
Profit/(loss) for the period REEEN/ (BR) 539,143 (35164) 503979
Depreciation ik 16,975 39,435 6,012 561 62,983 1,602 64,585
Amortisation i 6,743 3,831 7,09 1,715 19,379 15,653 35,032

The segment assets as at 31 March 2018 are presented below:

RZE-—NF=ZA=+—BHOBEEE
mF -

Audited
e

As at 31 March 2018
RZE-\F=Zf=1—-H

Flavours Tobacco Aroma Innovative
and raw raw tobacco
fragrances materials materials products Others Total
o
B ERRK BRH EERR ity FEE)
Segment assets PHEE 8,695,901 3,320,044 741,625 224,443 1,318,897 14,300,910
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

7.

TURNOVER AND SEGMENT INFORMATION
(continued)

Segment result represents the profit earned by each segment
without inclusion of unallocated 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 2018 and
31 March 2018 are mainly located in the PRC.

Revenues from external customers are derived from the sales
of flavours and fragrances, tobacco raw materials, aroma raw
materials and condiments to customers mainly located in the
PRC.

Revenue derived from sales made to one single largest external
customer for the six months ended 30 September 2018
amounted to 14% (30 September 2017: 11% (restated)) of
the Group's total revenue. These revenues are attributable to
flavours and fragrances segment.

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

7.
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(BRREEAEIN IESBHOUARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

8. PROPERTY, PLANT AND EQUIPMENT, LAND USE 8. #* #a=ZERRXE LTtHEAERE

RIGHTS AND INTANGIBLE ASSETS FEE
Unaudited
AEEY
Property,
plant and
equipment Total
(excluding property, Other Total
construction  Construction ~ plantand ~ Land use intangible  intangible
Note  inprogress) inprogress  equipment rights  Goodwill assets assets
nE #ER
# (R VERL 7 Htt  EFEE
i HRIB) RRIR  RGAT THERE B8  EREE szt
For the six months ended HE-Z2-tF

30 September 2017 AAZtHLEAER
At 1 April 2017 RZE—t4NA-A 978,231 17,391 995,622 150,713 | 2276413 381,243 | 2,657,6%
Other additions hE 16,607 35,074 51,681 - - 815 815
Acquistion of equity interest in WETRAE 2R

Jiangi Xianghai 158 4566 4724 - 15,729 - 15,729
Transfers L1 4,359 (4359) - - - - -
Disposals HE (1,553) 5 (1,553) 5 5 = 5
Depreciation and amortisation MEREH 19 (64,585) - (64,585) (2,900) - (32,132) (32,132)
Currency translation differences ERBERE (3432) (5) (3437) (750) (2,845) (11,699) (14,544)
At 30 September 2017 RZE—tENA=TH 929,785 52,667 932,452 147,063 | 2,289,297 338207 | 2,627,524
For the six months ended BE-Z-)\%

30 September 2018 AAZtRLEAER
At 1 April 2018 RZE-\§EA-A 905,798 100,627 | 1,006,425 171856 | 2,2283M 303457 | 2,531,828
Other additions hE 37,200 106,563 143,763 6,000 - 1,845 1,845
Acquistion of equity interest in Jahao MEZZRECRE 230

Foodstuff 107,063 - 107,063 16,620 | 3,635,550 906,009 | 4,541,559
Acquisition of equity interest in fEdEEE RE  230)

Hunan Jishou 7,369 LAl 7,780 2,847 4813 - 4813
Transfers &y 42,933 (42,933) - - - - -
Assetsincluded in adisposal qroup~ EDERBIEHERE 12

classified as held for sale (9,063) - (9,063) - - (139,627) (139,627)
Disposals e (967) = (967) = = = =
Depreciation and amortisation TEREH 19 (67,780) - (67,780) (2.904) - (3232 | (3232
Curency ranslation differences ~ EMAEZE 1,634 - 1,634 ® - 12,19 12,19
At 30 September 2018 RZB-\ENA=TH 1,024,187 164,668 | 1,188,855 194411 | 5868734 1051559 | 6,920,293




Notes To The Condensed Consolidated
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

9.

INVESTMENTS IN ASSOCIATES 9. REEQARIZRE

The Group has interests in six individually immaterial associates RZE-N\FAA=+H  RNEBR/NEILIE
as at 30 September 2018. The following table analyses, in ERIERNEERNRIEAER - TRAAEHE
aggregate, the movements of the carrying amount of the REZZFHERATNRERERNZER 2R T
Group's investments in these associates, and its share of results EREENETREEZSHNI -

of these associates.

SEX
il

An analysis of the movements of equity investments in RN Lok

associates is as follows:

018-2019 Interim Report F B2

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

HRERDHIWT

Unaudited
RIQEZ

For the six
months ended

Note 30 September 2018

BHE_Z-N\F

hB=+H

B et E}1EA

At 1 April RMMA—H 371,444
Acquisition of Shenzhen Delion Food Service W HRYITELZR

Limited (“Delion") BRAR([Ev%]) (b) 17,450

Share of profit of associates &1 5?%’*’& 2 3,172

At 30 September RAA=+H 392,066
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9.

INVESTMENTS IN ASSOCIATES (continued) ot

(a)

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

As at 30 September 2018, the Group had interests in the (a)

following associates:

REBERTF2RE (&)

R-F—N\FAAZ+A KEER
TR QTR

% of
Country of ownership
Name incorporation Interests  Principal activities
FrisfEs
=t MR ER BAlk TEER
Guizhou Huangguoshu Golden PRC 40%  Produce and sell reconstituted
Leaf Technology Co., Ltd. tobacco leaves
("Huangguoshu Golden Leaf")
BEMNERBSERRARAT H HEMHEREER
([BEREEE])
Yunnan Hongta Blue Eagle Paper PRC 25.1%  Manufacture and sales of cigarette
Co., Ltd. paper and auxiliary products
EmMABERRERRAR HE EEMEEBEREREE M
Beijing Yunji WuyuTechnology PRC 20%  Provide software development service and
Co., LTD sale of self-developed software and
electronic products
EREEDFRERNBRADA I E RETHRAEREREERTREZ
BHREFER
Hunan Golden Leaf Reconstituted PRC 10%  Produce and sell reconstituted
Tobacco Leaves Co., Ltd tobacco leaves
(“Hunan Golden Leaf")(i)
HEeEREEREREMELR I E HEMHEREER
(MHEeEl ()
Yunnan Ruisheng Tobacco PRC 6.72%  Research, develop, produce and sell
Technology Group Co., Ltd. flavours and additives
("Yunnan Ruisheng”) (i)
EdintRERN (RE)BRAA] F & e £ ENHEBBER ORI
([Em®mF1) )
Delion (b) PRC 15%  Sales of food products and provide
professional food service solutions
B R (D) F HERMRRHEXAMMBARR

(i) The Group has significant influence over
Hunan Golden Leaf, and Yunnan Ruisheng by
representations on the board of directors of these

two companies.

The Group acquired 15% of equity interests of Delion (b)
in July 2018 at a consideration of RMB17,450,000 and
has significant influence over it by representations on the

board of directors.

() AEEBBEHBEENEMER
HNEESETEEES HEMH
REIBERFEN-

EER-_ZE-—NFLtANARE
17,450,000 T Y BB fE L &2 15% 2 AR 4
THREEFEFRIES WHAAEE
KB
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RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

10. DEFERRED INCOME TAX ASSETS/LIABILITIES 10. EZEFTEHREE BE
The movements in the deferred income tax are as follows: RIEFTSHEEMT
Unaudited
REEH
Deferred income tax assets Deferred income tax liabilities
BREFEHEE EREFERAE
Withholding
income tax
on dividends
Valuation  expected to
Unrealised surplus of ~ be remitted
profits assetsand ~ from group
arising from recognition entities
intra-group  Recoverable of intangible  incorporated
Note sales tax loss Others Total assets  inthe PRC Total
EER
£ER REEERN
AIHBE AARH
FELH EEIGE ELMRE
£E8R ERREY  FEtZ
i F2EER  TEEER it A EENER  ERAEH Eh
At 1 April 2017 RZE2-tEMA-H 54,154 7142 5,448 66,744 38,260 18,047 56,307
Recognised in the income statement MNERRED 20 3 5 860 1,09 (3,049) 21206 18,157
Currency translation diferences EUmEEE - - = 5 (1,115) 5 (1,115)
At 30 September 2017 RZE-tENA=1H 54,386 ALY 6,308 67,336 34,09% 39,253 73,349
At 1 April 2018 RZE-\EMA-H 60,966 12,069 1311 80,346 31,680 49,706 81,386
Recognised in the income statement WERKRR 0 5313 - 9) 5221 (3193) (2,039) (5.228)
Acquisiton of equity interest n Jiahao Foodstuff - WEEZ R M2 e 26) - - 13818 13818 | 139,663 - | 139663
Currengy translation ifferences EUmEEE - - - - (120) - (120)
At 30 September 2018 R-F-\EAA=1A 629 1069 2037 | 9365 | 168030 46n | 215701 |

Deferred income tax assets are recognised for temporary
differences mainly arising from unrealised profits from intra-
group sales, and calculated under the liability method using
the tax rate 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, intangible
assets and FVOCI; recognition of intangible assets as a result of
acquisition of subsidiaries; withholding income tax on dividends
expected to be remitted abroad by group entities incorporated
in the PRC.

SEARFIRHEEME LN RER BT HER
RELEMEHREE EeBURBEEREER
EARFICEEERNBRRFELRLEEZR
HERE

ELEFRBHRABIHERARRWKENE QR
FrES Y B hRE T EmRE &
FWEEMARABEFELEEFH T AHLM
FAREZEREENTERE RWENE
REMERNELEEMES  REBARS
B A 1Ml A 32 O 22 ) TR HA BE M AR S0 O IR BORT EE
HEZ IS
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10. DEFERRED INCOME TAX ASSETS/LIABILITIES

11.

(continued)

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 between the PRC and
Hong Kong. However, the 5% treaty rate is not automatically
granted. The taxpayer needs to apply to the relevant tax bureau
for an approval for the treaty rate. The Directors estimated that
a portion of profits generated by the PRC subsidiaries would be
distributed to their Hong Kong immediate parent companies
and the approval for the treaty rate will be obtained. Therefore,
deferred income tax liabilities had been provided based on
5% or 10% 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 2018, deferred income tax liabilities of
RMB262,268,000 (31 March 2018: RMB266,036,000) have
not been recognised for the withholding tax that would
otherwise be payable on the undistributed profits of certain PRC
subsidiaries.

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

10. ELFBBEE &E (&)

REZEARKRARER_FTLF=A+X
BEBNPRECEMERE A-—FTN\F—
A—BiE AECERFIMIEED KRS
FRI0% 2R EBUFAER - ERPBEREE
BERNBRBHE HPRECERABTEREED
ERE I ZEAREBEENH K5%EUK - B5%
S5%MEMRELIFEBHEF WHAFTERNH
I ENBEBRFLEZERBHE - ARQF
E=FEFERRLIBEREMBRARZAF
ERERETERBENERT AR AL &
EFFSHBENIZRHREREEZBFIAS%
H10% MR EFE - KRR EFH TR A
KE2ESRRUBERAEMBRRZBE
R -

R-ZZE—NENLAZ+A AEBIRRE
FHhBIAERBARZ A REAFATEEES
NERMEGHERELEMESHABARE
262,268,000t (ZE—N\F=A=+—H:
AR #266,036,0007T) °

TRADE AND OTHER RECEIVABLES 1. ESRHEMERRIE

As at As at

30 September 31 March

2018 2018

R=ZB-NE RZZ-)N\F

hA=+H =A=+—H

Note Unaudited Audited

B 5 RISEZ KAz

Trade receivables B 5 R IR (@) 1,158,948 1,062,482
Less: provision for impairment of B S EWRIBRERE

trade receivables 6.3 (11,726) (12,925)

Trade receivables — net B 5 EWGIE —F 5 1,147,222 1,049,557

Notes receivable FE W =& 163,914 151,428

Prepayments and other receivables TE A 5B B H i FE R IE 281,576 240,919

Advances to staff BT #K 6,265 7,254

Others Hitb 29,186 28,437
Less: provision for impairment of R E A FE WORR R B R

other receivables 6.3 (19,082) 21,111)

1,609,081 1,456,484
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(BRREERAEIN AESBEHUAARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

11. TRADE AND OTHER RECEIVABLES (continued) 1. EFREMEBWRE (&)

Except for prepayments of RMB56,029,000 (31 March 2018: KRBT BR SR A R #56,029,0000T (ZZF—NF
RMB41,623,000), trade and other receivables balances are =—A=+—HB: AR%41,623,000L) 5" &
financial assets categorised as those to be measured at S REMEBWREDER [ B HEHKA R 28
amortised cost. All trade and other receivables are either CREE] -FMEESHREMBUFIETIN—
repayable within one year or on demand. Accordingly, the fair FRHNBHRIFE 0B 5 R E b FEURIE

values of the trade and other receivables approximate their REERQAAERES
carrying amounts.
(@) The credit period granted to customers generally ranges (a) BTEFPWEEH—MRA/IEI1S0H R

—E-N\FAAZ+BR-ZT-NEF=
A=+—8 EB5EHNE (aEn
ATHE 5 GRR) RIE TR B B8

from 0 to 180 days. At 30 September 2018 and 31
March 2018, the ageing analysis of the trade receivables
(including amounts due from related parties which are

trade in nature) based on the invoice date was as follows: BREROMMWT
As at As at
30 September 31 March
2018 2018
RZE—NFE RZZ—)N\F
hBR=+B =A=+—H
Unaudited Audited
RICERZ L%
0 - 90 days 0Z90H 1,024,500 908,682
91 - 180 days 91Z180H 83,076 110,860
181 — 360 days 181%2360H 27,520 12,872
Over 360 days 360H LA E 23,852 30,068
1,158,948 1,062,482

As at 30 September 2018, unbilled trade receivables of
RMB462,661,000 (31 March 2018: RMB483,626,000)
was categorised in the aging of 0-90 days.

RZE—N\FLA=Z1+HB kEEE
ZESENRF B ANR®AL62,661,000
T(ZE—N\F=ZA=+—H: AR¥
483,626,0007T) B B & 7£0-90H fR &R
Wc
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(BRREEAEIN IESBHOUARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

12. ASSETS HELD FOR SALE AND DISCONTINUED

OPERATION

On 2 October 2018 (Florida time), VMR Products LLC, a
non-wholly owned subsidiary of the Group entered into a
disposal agreement with, among others, JUUL Labs, Inc. and
its subsidiary to effect the disposal of all of the issued and
outstanding VMR Products units. The Group has approximately
62.7% indirect interest of the issued and outstanding
VMR Products units. The consideration of the disposal was
approximately USD31,352,000.

The Group negotiated the disposal of VMR Products before
30 September 2018 and completed the transaction on 2
October 2018. The associated assets and liabilities of VMR
were consequently classified as held for sale at 30 September
2018 and its interim results were presented in the condensed
consolidated income statement as a discontinued operation.

(a) Assets and liabilities of disposal group classified
as held for sale

12. BFHEEERRILEEXRK

R-ZZE—NF+A_B (HERBERME) K
£E 2 IE2EH B AT VMR Products £2JUUL
Labs, IncR EF R AR W AHEZIE
1T R ARTTEVMR ProductsE fi7 » 78 & B i
B BVMR ProductstE 317 & i R 17 # VMR
ProductsB (1 £962.7% M #Em - HEREL A
%7£31,352,000 °

HRE_Z—N\FLA=ZTHAAEEDE
fTHE VMR Products Z i #) - WA —F — \F
TAZHBZTAHE - Bt - VMR Products#y 4
HMEERBBEEREREAMBRIESE
AEELEAR MEFRPHEETREREE
KRBT ARIEEER-

() EEMARNEENRABIEAFELE

As at
30 September
2018
R-ZE-—N\F
hB=+H
Unaudited
RBEX
Assets classified as held for sale: PEABEHEERE:
Property, plant and equipment W% - HEE R B 9,063
Intangible assets | AE 139,627
Inventories rE 34,653
Trade and other receivables B 5 & E b FEGR 18,067
Cash and cash equivalents RERAEEED 23,806
Total assets of disposal group held for sale BELENEEHRNEELSE 225,216
Liabilities directly associated with assets HFFHELEEREEEBZER:
classified as held for sale:
Borrowings B 89,566
Trade and other payables B 5 & E b ET BRI 126,559

Total liabilities of disposal group held for sale F{EFHENEBEHAREEHLE 216,125
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Interim Financial Information (cont'd)

(BRREERAEIN AESBEHUAARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

12. ASSETS HELD FOR SALE AND DISCONTINUED 12. FEHEEERRLEREXK (&)

OPERATION (continued)

(b) Results and cash flow information of (b)
discontinued operation

IEREERNEBRESRER

UT2IBE_Z-NFLA=TRHIE
NEARIEREEBHFEEER M
BrEERBESREER IREFE
RIETINEFED -

The results and cash flow information presented reflects
the discontinued operation of innovative tobacco products
business for the six months ended 30 September 2018
and the respective comparative figures have been

restated.
Unaudited
RIBERX
For the six months ended
30 September
BEARA=1+HLEAAEA
2018 2017
—E-N\F —E—tF
RMB’000 RMB'000
AR T AREF T
Revenue - 120,586 123,629
Cost of goods sold fHE KA (63,436) (51,594)
Other income and other Hi A R E Uz,
gains/(losses) — net (E5E) —F%8 2,302 (34)
Administrative expenses THREH (74,656) (79,390)
Selling and marketing expenses HEE A (11,748) (17,867)
Finance cost BE R A (19,082) (9,908)
Loss before income tax MR RIEE (46,034) (35,164)
Income tax expense PS5 - >
Loss from discontinued operation RIEREEE ZEHE (46,034) (35,164)
Exchange differences on translation of BRI EEB B HEEZR
discontinued operation (83) 609
Other comprehensive (loss)/income A IFEEEKHMEE
from discontinued operation (BR) W (83) 609
Net cash inflow from operating activities 3@ EBEE 2 IR & F 58 38,084 48
Net cash outflow from investing activities & EBIFTA 2R & F 58 (1,282) (3,017)
Net cash outflow from financing activities B & EBNFTA 2 IR & F 58 (19,727) (11,114)
Net increase/(decrease) in cash and RIEREEBCHESRESSE
cash equivalents generated from By m, )
discontinued operation 17,075 (14,083)
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13. SHARE CAPITAL 13. &

Unaudited

RIBERX

Number
of shares RMB’000

R E ARBT T

Ordinary shares, issued and fully paid: BEEITREE:

At 31 March 2017, 30 September 2017, R-—ZE—+F=R=+—8"

1 April 2018 and 30 September 2018 —E—+tFNA=TH"
ZE-NFOA-BRK
—E-NFNALA=+H 3,107,962,876 318,647
14. SHARE-BASED PAYMENT 14. ROBERNZMS

Share option scheme MR
On 17 October 2007, the Group granted 13,900,000 and A_ZEZ+F+A+EH - AEESFIRE
3,600,000 share options with an exercise price of HKD6.65 per 13,900,000%3,600,000/% B fx 4 - 172 (B &
share and vesting periods of 0.5 to 3 years to employees and a GREKcSTRGBIHAYFEIF TR
director respectively. The options have a contractual option term FEER—EZEZ -aRREBERENHRS
of 10 years. The Group has no legal or contractual obligation TE - REEERLEREBHNARALBERURS
to repurchase or settle the options in cash. The fair value of the THERE-BERENAABERELAS
share options at the grant date was determined using the Black- Black-ScholesT fily 12 AU # 52 o

Scholes valuation model.
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14. SHARE-BASED PAYMENT (continued) 14. ROAEBRNIMS (F)
Share option scheme (continued) BIRAE (])
Movements in the number of shares options outstanding during RER - RITEBERESE 2 28 KA
the period and their related weighted average exercise prices are Z T EES RO

set out below:

Unaudited
RICERZ

For the six months ended 30 September

BEAA=tHLLAMEA

2018 2017
—E-N\F —ET—+F

Weighted Weighted

average average
exercise Number of exercise  Number of
prices in share prices In share
HKD per options HKD per options
share (‘000) share ('000)
n#EFE BREHE METY  BREHE
THEESET (BRE TEEBT (RRELA
(ZR&3) F3t) (&) FEt)

At 1 April and 30 September AU A —H &

NA=+A - - 6.65 2,600

2,600,000 share options outstanding as at 30 September 2017
lapsed in October 2017. There is no outstanding share options
as at 30 September 2018.

R-E—+tENA=FTH HRTHEZ
2,600,000 EREER =T —+LF T AKX
B-RZEBE—N\FENAZTH RBENAREBER
BB ARITHE 2 B -
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15.

16.

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

RESERVES 15. #E
Unaudited
RCER
Capital Share-based ~ Currency
Contributed Merger Share Capital redemption compensation  translation Other
surplus reserve  premium reserve reserve reserve reserve  reserves Total
DR
EAEE  AEEN  E%RE
BHEY AHEE  ROBE  ERRE RE  HERRE e HibRG @zt
At 1 April 2017 RZE—+4ERA-A 296,853 (628,438) 429,861 241 4,749 39,120 35,622 799,586 979,764
Additional investment in non-wholly ~ ESNEE R
owned subsidiaries FREMBAR - - - - - - = 230 230
Disposal of a subsidiary HEHBAE - - - - - - - (454) (454)
Currengy translation differences ERREEE - - - - - - (87,031) - (87,031)
At 30 September 2017 RZE—+tENA=1H 296,853 (628,438) 429,861 241 4,749 39,120 (51,409) 799,362 892,509
At 1 April 2018 W=ZE-\§¥NA-A 296,853 (628,438) 429,861 2,411 4,749 - (99,737) 2,337,874 2,343,573
Appropriations from net profit BHMER - - - - - - - 1,843 1,843
Currengy translation differences ERREEE - - - - - - 96,779 - 96,779
At 30 September 2018 RZE-\FNA=TH 296,853 (628,438) 429,861 2,411 4,749 - (2,958) 2,339,717 2,442,195
BORROWINGS 16. EX
As at As at
30 September 31 March
2018 2018
RZE—NF RZZ—N\F
AB=+H =A=+—H
Note Unaudited Audited
B 5 RCEZ KEZ
Non-current FE T &
— Secured bank borrowings —BEBRITER €) 2,743,688 =
— Unsecured bank borrowings —EIEHIRITER (b) 13,500 =
2,757,188 -
Current &
— Secured bank borrowings —BEBRITERK €) 144,405 =
— Unsecured bank borrowings —EIEFIRITER (b) 704,371 210,000
848,776 210,000
Total borrowings BER 3,605,964 210,000
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16. BORROWINGS (continued)

(@ The Group entered into a bank loan agreement in
August 2018 for a loan amount of approximately
RMB2,888,000,000 for the payment of the consideration
for the acquisition of Jiahao Foodstuff and related
expenses. The loan is repayable within five years and is
secured by the equity interest in Jiahao Foodstuff Limited
and Guangdong Jiahao Foodstuff Co., Ltd, and its land
and buildings in Zhongshan. During the period, the
average interest rate of the loan was 5.70% per annum.

(b)  The unsecured bank borrowings are repayable within one
to two year. During the period, the average interest rate
was 3.83% (30 September 2017: 3.98%) per annum.

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

Interest expense on bank borrowings for the six months
ended 30 September 2018 amounted to RMB27,415,000 (30
September 2017: RMB986,000).

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

16. EX ()

(@) AEER-Z-N\FN\ARITRITER
HhE EREEORARK28.88(E T -
AR EBERRENKERLER
ZER-ERFHRLFYNAREREM
ERAFMEREZRMARIF 2K
FELA R B Il By 30 R FHE R IR
e REIN - ZERTHNEREFS.70
& o

(b) EMERBTERFR—EMFRIEE
B-REAN ZEERTHANEAESF
383E(ZE—tHFNA=1+H:398
@o

ERTNERMBERIBA [REBHEKATEDN
ERAE| BEFRNERAEEAAERL-

HE-_Z- N\FAA=1+HIEXEANRT
BERHMBERZ 4 A ARK27,415,0000T (=&
—+FHLA=+H8: AR¥986,0007T) °
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17. TRADE AND OTHER PAYABLES

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

17. EZREMENRE

As at As at
30 September 31 March
2018 2018

R-ZEBE-—N\E RZZ—N\F
hB=+H =A=+—H

Note Unaudited Audited

B 5 RISEZ KEZ

Trade payables =) NS () 238,445 348,522
Wages payable ENTE 53,842 46,797
Other taxes payable e T IE 116,422 90,452
Accruals for expenses FEETR 10,185 23,435
Advances from customers BEENMNR = 25,590
Payable for license fee EREFES = 27,744
Other payables H At &~ 5RIE 120,207 120,735
539,101 683,275

Except for other taxes payable of RMB116,422,000 (31 March
2018: RMB90,452,000) and wages payable of RMB53,842,000
(31 March 2018: RMB46,797,000), trade and other payables
balances are financial liabilities categorised under “financial
liabilities measured at amortised cost”. The fair values of trade
and other payables approximate their carrying amounts.

B H b B B TRA R #5116,422,000T (=&
—NF=A=+—H: AR%090,452,0007T)
N ER TE AR#53,842,0007T (—Z— \4F
=A=+—H: AR%46,797,0007T) 5 &
FREMERRTDEREBEBERDEA [1LH#H
RAFENCHAE] B REMERNKE
MAnEEEEERERES-
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17. TRADE AND OTHER PAYABLES (continued)

(@)  As at 30 September 2018 and 31 March 2018, the ageing
analysis of the trade payables (including amounts due to
related parties which are trade in nature) based on the

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

17. EZREMEMKE (F)
(@ R-F-NFAA=Z+AR-ZT-N\F
ZAZ+-A ESENRE(REH
FATHE AR REEFEAH

invoice dates was as follows: FERER DT a0 T
As at As at
30 September 31 March
2018 2018
RZBE-—NFE RZIZ—N\F
hB=+H =A=+—H
Unaudited Audited
RIBE LRIz
0 - 90 days 0%£90H 206,202 312,436
91 — 180 days 91£180H 18,028 23,887
181 — 360 days 181£2360H 4,264 2,067
Over 360 days 360H A 9,951 10,132
238,445 348,522

18. OTHER INCOME AND OTHER GAINS - NET

18. HAbW AR H % — 5 5

Unaudited
RBERX
For the six months ended
30 September
BZhABA=+HIEAEA

2018 2017

—E-N\F —E—tF

(Restated)

(ge&:75))

Government grants EgiEp==1:ty 67,496 59,044

Currency exchange gain — net R N s —F R 16,401 675

Gain on disposal of a subsidiary HEMB AR Z WS - 454

Gain on disposal of AFS HTEMHEESREE 2 WH = 1,920
PEUNAARBEFTEAHLZD

Gain on disposal of FVPL FFABm2REEN KR 2,035 =

Others H A, 1,670 1,677

87,602 63,770
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

19. EXPENSES BY NATURE

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

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

19. BRUEESEHNRX
ERBREENRES HERMGHERMX R
THRER WRBEHEEE (R E@IERLEE
FrE@IIRe (R RERRAX] SN FHA
XHACTEERARARERERNESR) DN

according to their nature in note (a) below) as follows: K
Unaudited
RGCEX
For the six months ended
30 September
BZEhARA=+HIEAEA
Note 2018 2017
B 5 —E-N\F —E—+F
(Restated)
(ge&E7)
Depreciation e 8 55,856 51,706
Amortisation #iH 8 18,553 18,010
Provision for impairment on other HEMIEmB & ERERE

non-current assets - 18,000
Employee benefit expenses BERAALZ 162,624 135,139
Research and development expenses  fiff 3¢ I 2% & A 2 (a) 125,768 124,780
Lease rentals He 14,454 14,639
Travelling expenses ERMAS 21,949 24,468
Utility expenses NHEFBIEFRET 30,589 30,676
Delivery expenses ERFAXZ 17,836 19,591

(@) Depreciation, amortisation and employee benefit expenses
included in research and development expenses are set
out below:

() WEREEBITRENRE BHE
BEREFFLIIRAT

Unaudited
RBERX
For the six months ended
30 September
BEAA=+THLAEA
Note 2018 2017
Bt —E2-N\F —ET—+tF
(Restated)
(ge&:75))

Depreciation e
Amortisation i
Employee benefit expenses EERFIFAX

8 10,138 11,277
8 1,566 1,369
63,795 38,865
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

20.

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

INCOME TAX EXPENSE 20. T8
Unaudited
RIBER
For the six months ended
30 September
BEAA=1THLAAEA
Note 2018 2017
Nz —E2-N\F B tF
(Restated)
(#&E5)
Current income tax: BNERFHIA
— PRC corporate income tax — B EFTER ) 179,030 124,204
— Hong Kong profits tax —BABMEN (b) 5,561 4,845
— Botswana company income tax —1ERE AN EERH (0) 648 538
— Germany company income tax —ERPEMEH (d) 121 98
Deferred income tax RIEFTISRR 10 (10,449) 17,065
174,911 146,750

PRC corporate income tax has been calculated on the
estimated assessable profit for the period at the tax rates
applicable to respective companies of the Group.

Hong Kong profits tax has been provided at the rate of
16.5% (2017: 16.5%) on the estimated assessable profit
for the period.

Botswana company income tax has been provided at the
rate of 15% (2017: 15%) on the estimated assessable
profit for the period.

Germany company income tax has been provided at the
rate of 15% (2017: 15%) on the estimated assessable
profit for the period.

No provision for income tax in other jurisdictions has
been made as the Group had no assessable profit in other
jurisdictions during the period.

(b)

(@]

(d)

(e)

B RSB R AR B B A
B 7 b 2 A AR BRS 1 5t AE SR B AR A L
R B T

EBFEREASEE AT ERBTAEF
DAL #16.5% (ZZF—+F:16.5% ) &
e

TR FLAN 1S 3 AT 15 B % A AR (51 1B R
FREMUAFEERIS% (ZT—+F:15%)
Bt -

BRECEMFRRAHE AT ERNE
FAHEI5% (ZF—EF:15% )&
e

7R B B B R E b BRI 3 AR
MSERABHRBA HESEMEDE
REAMMSHRELEE-
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

21.

EARNINGS/(LOSS) PER SHARE
Basic and diluted

Basic and diluted earnings/(loss) per share is calculated by
dividing the profit/(loss) attributable to equity holders of the
Company by the weighted average number of ordinary shares in

issue during the period.

21. BREF,(EB)

EXREE
BREARBEZRRN (BR) IREAHMHE
ANEREFAEABERT, (BB) BRI
HABERITE AR IMEFHHBEFE-

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

Unaudited

REER

For the six months ended

30 September

BENRA=+THIEAEA

2018 2017
—E-N\F —T—tF
(Restated)
(gg&E5))
Profit attributable to equity holders of the ~ AN BIEZIFH AR
Company from continuing operations REFRBEEEEB AT 505,478 478,579
Loss attributable to equity holders of the RRRERFEE A
Company from discontinued operation RARIEEXEG 2 BB (28,353) (21,685)
Profit attributable to equity holders KRR =B AEGERET
of the Company 477,125 456,894
Weighted average number of BRIz ERARZ
ordinary shares in issue (‘000) hiEFE & (FEH) 3,107,963 3,107,963
Basic and diluted earnings/(loss) KRR RFER ARGTRER
per share attributable RgwEN, (&)
to equity holders of the Company (BRAR%ES):
(RMB cents per share):
From continuing operations REFEKL LS 16.26 15.40
From discontinued operation RERIEEEEK (0.91) (0.70)
15.35 14.70

There was no outstanding share option during the period ended
30 September 2018. For the period ended 30 September 2017,
the share options granted by the Company have no potential
dilutive effect on the basic earnings/(loss) per share.

BHEZZ-N\FAA=THILHMBE ZFDA
ERERRTEZERE - BE-_F—tFN
A=1THL#ME mRTEZERESSERE
ABEM,/ (BER)REEERE-
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

22. DIVIDENDS

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

22. RE
Unaudited
RECEZ

For the six months ended
30 September
BEAA=1THLAAEA

2018 2017
—E-N\F —E—tF
Proposed interim dividend of HK10.0 cents %K F° B B & A% B %5 10.011L
(2017: HK10.3 cents) per share ZE—tFEE10300) 273,485 271,993
Proposed special dividend: nil FORFFRIIR S -
(2017: HK5.7 cents) per share ZE—FBBs T - 150,521
273,485 422,514

Final dividend of HKD466,194,000 (equivalent to approximately
RMB405,353,000) for the year ended 31 March 2018 was paid
in September 2018.

As the interim dividend was declared after the balance sheet
date, they have not been recognised as dividend payable as at
30 September 2018.

23. BUSINESS COMBINATIONS
(@) Acquisition of Jiahao Foodstuff

In September 2018, New Generation Global Limited,
a wholly owned subsidiary of the Company, entered
into an agreement with independent third parties to
acquire 100% equity interest in Jiahao Foodstuff, for a
cash consideration of approximately USD695,985,000
(equivalent to approximately RMB4,745,437,000). Jiahao
Foodstuff is principally engaged in the production, sales,
marketing and distribution of condiment products in the
PRC.

On 4 September 2018, the Group completed acquisition
of Jiahao Foodstuff and has effective control over
it. After the acquisition, the Group will focus on the
complementary products in the taste-based fast-moving
consumer products, including products in the niche
markets such as flavours and fragrances, additives,
ingredients and packing materials, condiments, etc. It is
expected to play a synergistic effect.

HE T N\FZF=1+—BZHERKREHEE
466,194,0007T (#1 & #9 A R #405,353,000
TIER-E—NEAAZS-

HRPHRENTREERREIR  tLENERSR
WAERR-_ZE-NFLA=ZTHZEMNRK
B

23. ¥KE6f
() WEERRM
RZZE—NFNLA ARBEIZE2EN
B X A]New Generation Global Limited
HBYE=-FE2HE WRERE
#47695,985,000% T (TEHN AR
4,745,437,000) NIEEZZR MM
100%Em BERMEEBEPRENEE
E-HE EHEROHAKRMER-

FEBER-_ZE-N\FNLAWA TR
BRZRmIHEERIEH - EFHI
RUER AEESRERERRER
ZEREEM BEERBER FME &
HEBEME BRMEAITIHZE
fn TREA] S IE G R B ER o

i
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

23. BUSINESS COMBINATIONS (continued)
(@) Acquisition of Jiahao Foodstuff (continued)

The Group has yet to undertake a detailed assessment
of the fair value of assets and liabilities arising from the
acquisition as at the acquisition dates. As a result, the
goodwill of RMB3,635,550,000 is calculated based on the
provisional fair value of Jiahao Foodstuff's net assets. The
goodwill arising from the acquisition is attributable to the

Huabao International Holdings Limited ZE & BIFRZAKAR AT  2018-2019 Interim Report H HisziE

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

23. ¥K506t (&)

) WE=E=sm (&)
AREBFEBeYWKEEENEEME
BERRBEREN R ERETHEMETGE
i B RBEEAHNEEAARE
3,635,550,0007T ' WEREZREMMNE
EFEZHEBEAABEAE - WHEELEN
HEBRARBAREEREZTREMZE
1% 78 B EE HE RO 195 [R) S E DA 4 ek o

synergy and economics of scale expected from combining
the operations of the Group and Jiahao Foodstuff. None

of the goodwill recognised is expected to be deductible

for income tax purposes.

Details of net assets acquired and goodwill are as follows:

EREENEERYM T NBRAAEHR -

WHBELZNTFEERBEFBTN

T

Consideration — cash paid WHEHE-ReX M 4,745,437
Less: fair value of identifiable net assets acquired — & : WG] SR FEE 2 A SLEE —

shown below 5T X (1,109,887)
Goodwill (Note 8) 8 (M3E8) 3,635,550
The assets and liabilities recognised as a result HUEmMERcEERBERN

of the acquisition are as follows: NABEBMT:
Property, plant and equipment LERY Y &L 107,063
Land use rights + s {sE R A 16,620
Intangible assets mEEE 906,009
Inventories "B 22,694
Trade and other receivables B 5 & E b FE YR IE 13,845
FVPL NARBEFAEEEESHTAER
ZERMEE 180,811
Cash and cash equivalents RekBeFEY 163,760
Deferred income tax assets (Note 10) RIEFTSREE (MI5E10) 13,818
Trade and other payables B 5 N H b FE 5RIR (77,373)
Contract liabilities ARAE (97,697)
Deferred tax liabilities (Note 10) RIEFTEH A E (MizE10) (139,663)
Fair value of identifiable net assets acquired WE s EENAAEE 1,109,887
Outflow of cash to acquire business WIS 2 RE R
(net of cash acquired) (MBS 2 F3He)

Consideration — cash paid RS ZFUWERE 4,745,437
Cash and cash equivalents in a subsidiary acquired  WHEKHBARANMNIRE S MIRESEEY (163,760)
Net cash outflow on acquisition WHEEFIH 2R 4,581,677
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

23. BUSINESS COMBINATIONS (continued)

(a)

(b)

Acquisition of Jiahao Foodstuff (continued)

Acquisition-related costs of RMB16,650,000 have been
charged to administrative expenses in the consolidated
income statement for the period ended 30 September
2018.

The acquired business contributed revenue of
RMB26,785,000 and operating profit of RMB9,422,000
to the Group for the period from date of acquisition to
30 September 2018, while the operating loss for the
condiment segment amounted to RMB7,991,000 after
deducting the one-off acquisition-related cost, currency
exchange gain and amortisation expense of intangible
assets arising from the acquisition of approximately
RMB17,413,000. If the acquisition had occurred on
1 April 2018, consolidated revenue and consolidated
net profit after tax would have been increased by
approximately RMB291,967,000 and RMB46,949,000
respectively.

Acquisition of Hunan Jishou

In September 2018, Smart Sino (Shanghai) Investment
Management Co., LTD., a wholly owned subsidiary of the
Company, entered into an agreement with independent
third parties to acquire 85% equity interest in Hunan
Jishou, a company incorporated in the PRC, for a cash
consideration of RMB13,498,000.

Hunan Jishou is principally engaged in the production
and sales of ingredients of cigarettes and filter rods. It is
expected that the market position of the Group in this
industry will be strengthened through the acquisition.

Hunan Jishou has become a non-wholly owned subsidiary
of the Group in September 2018. The Group has yet
to undertake a detailed assessment of the fair value
of assets and liabilities arising from the acquisition as
at the acquisition dates. As a result, the goodwill of
RMB4,813,000 is calculated based on the provisional fair
value of Huanan Jishou's net assets.

RS M HE RN @

(BRREERAEIN AESBEHUAARETITIIR)

23. ¥KE56t (&)

(a)

(b)

WEE=tm(E)

U BB FE BE Ak AN A R #516,650,00070 B 74
BE-_Z— \FENLA=T+HI-HENE
iR a R R RNITEER T MR-

ZEBBWEBRE_T—N\FALA=T
Bl BAREEERAOBEERANMEE
72 BI4 A R¥26,785,0007T &4
AR #9,422,0007T BB A UK BB
MESZ - REKRBEBEKE B
WHMEFEEZHEBRASHOARE
17,413,00070%% © #AK MR SR Y & iE &5
BAAR7,991,0007T ° 0 3% W R
—E-NFEWNA—BELE AEEZLH
EHEWARGETBAENE D AL
gy AR #291,967,0007T M4 A R #E
46,949,0007T °

WS

RZZF—NFNA RRARZE2EWE
PEIER (L) REEEERABES
VEZFEEMHE UREREARE
13,498,000 C i — R AR BRI Z B A
B AT B8 % o

HMETEIENEERAMHEREEDN
HTERBE - BBKE AEEBH
s EAEMH L2 -

MEEER T N\FLARELRER
ZHEENMBRAR - ANEEB S HWE
EEMEEMBERKEBNAAEE
THAFG B RRARBELENS
25 \R#4,813,0007T ' JYENHE S
BNEEFAECBRRARENE-

7
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Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

24. COMMITMENTS 24. AiE
(a) Capital commitments (a) BEAREIE
Capital expenditure contracted for but not yet incurred at REEBEENBRBENERRAIZ N
the end of balance sheet date are as follows: ¢
As at As at
30 September 31 March
2018 2018
RZB-NFE RZZT—-NF
hAA=+B =A=+—H
Unaudited Audited
RIBEZ KEZ
Contracted but not provided for: BB REE:
Property, plant and equipment I ER Y L 93,642 83,358
Investment in an associate REFE R R ZIRE 43,420 43,420
AFS A ESREE - 133,099
FVOC| N BEFELEEZS
FFAHAMERE KR 2
TREE 136,740 -
273,802 259,877
(b) Operating lease commitments (b) BEHEERE
Future aggregate minimum lease payments under non- REZBRBIAIHEZERE KK
cancellable operating leases at the closing date are as HEAENFEEOT:
follows:
As at As at
30 September 31 March
2018 2018
R=B-NF RKR-ZT)\F
hAB=+H =ZA=+—H
Unaudited Audited
RBEZ KEZ
Land and buildings: T KRBT
Not later than 1 year TNEBiB1FE 87,447 31,556
Later than 1 year and not later HBIA 1 F1E T HIBS S
than 5 years 46,375 66,944
Later than 5 years FRIBSE 23,416 30,385
157,238 128,885
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RS M HE RN @

Notes To The Condensed Consolidated
Interim Financial Information (cont'd)

(BRREERAEIN AESBEHUAARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

25. RELATED PARTY TRANSACTIONS 25. BBALRS

(@) Name and relationship with related parties (a) FABATRBEREK
Name Relationship
Eg [£2EE

Huangguoshu Golden Leaf An associate indirectly held by the Company

EREEE RRARIEEFA O E R R

Dianhua Benxiang Technology A jointly controlled entity indirectly held by the Company
Co., Ltd.

ERAEABTMRAERAT RRFIREEFANLRZESG TR
(DEEXZE])

(b) Balances with related parties (b) EIEEA KRR

As at As at
30 September 31 March
2018 2018
RZB-—NE RZZ-)N\F
hAB=+H =ZA=+—H
Unaudited Audited
REEX KEZ
Balance due from a related party: JEW TN 14585 -
- Huangguoshu Golden Leaf - ERXHeE
— trade and other receivables — 8 5 R H A FE IR 12,618 4,504
Balance due to related parties: JEW BN 14588 -
- Huangguoshu Golden Leaf - ERXHeE
— trade payables —E H RN 15 -
— Dianhua Benxiang —AEXE
— trade payables —BZEIR 2,006 >
2,021 -

The balances with related parties were unsecured,

interest-free and repayable on demand.

FERBATESRYSERR RER

ERBAEIBE-
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

AR S P B E RN @

(BRREEAEIN IESBHOUARETITIIR)

25. RELATED PARTY TRANSACTIONS (continued) 25. BBALEXRS (&)

(c) Key management compensation

Key management includes directors (executive, non-
executive and independent non-executive) and senior
management. The amounts of compensation paid and
payable to key management for employee services during
the six months ended 30 September 2018 and 2017 are
shown below:

(9]

TEEBEAEME
TRERABBREE (MTES
HWTEFEBUFRATEST)NRRE
BAB-RBEE_Z-—NFR-_ZT—+
FAA=ZTHALEREAR AEXEER
ABXHEREE RSN E R R &1 B
DT

Unaudited
RBERX
For the six months ended
30 September
BEAA=+THLAAEAR

2018 2017

—Z2-N\F —ET—+tF

Fees, salaries and bonus TE&E HMRIEL 24,411 20,599
Employer's contributions to retirement {8 3 5t iR 5T S 5

benefit scheme 741 365

25,152 20,964




Glossary

Board
Case

CEO

CFO

CG Code

China, Mainland or PRC
Company or Huabao
Director(s)

electronic cigarettes
Executive Director(s)

FCCA

FCIS
FCPA
FCPA (Aust.)

FCS

Group or Huabao Group
Guangdong Jinye

Guangdong Zhaoqing
HKD
HKICPA

Hong Kong or HKSAR

Hong Kong Stock Exchange

Huabao Flavours

Hunan Jishou
INED(s)

Jiahao
Jiahao Foodstuff

Jiangxi Huabao Kongque

Huabao International Holdings Limited ZE B BB ZEAR AR 2018-2019 Interim Report FH5R &

The board of directors of the Company

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

Huabao International Holdings Limited

The director(s) of the Company

e-cigarette(s)

Executive director(s) of the Company

Fellow member of the Association of
Chartered Certified Accountants

Fellow member of The Institute
of Chartered Secretaries and
Administrators

Fellow member of the Hong Kong
Institute of Certified Public
Accountants

Fellow member of CPA Australia Ltd

Fellow member of The Hong Kong
Institute of Chartered Secretaries

the Company and its subsidiaries

Guangdong Golden Leaf Technology
Development Co., Ltd.

Zhaoqing Perfumery Co., Ltd.
(Guangdong)

Hong Kong dollars, the lawful currency
of Hong Kong

Hong Kong Institute of Certified Public
Accountants

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

The Stock Exchange of Hong Kong
Limited

Huabao Flavours & Fragrances Co.,
Ltd., a joint stock limited company
established in the PRC with limited
liability and an indirect non-wholly
owned subsidiary of the Company

Hunan Jishou Mingzu Materials Co. Ltd.

Independent Non-executive Director(s)
of the Company

Guangdong Jiahao Foodstuff Co., Ltd

Jiahao Foodstuff Limited and its
subsidiaries

Jiangxi Province Huabao Kongque Food
Technology Development Co., Ltd.

=

A5

BEHTE
BEMBE
EEEETH

PEERA
RABIHEE
5=

ETE
WITES
FCCA

FCIS

FCPA

FCPA (Aust.)
FCS

AEEREELH

EREE

BEREE

L

MEEE

BIAIFHTES

P
K R oon

Hh S0t
I

A

TPl

KABMESEE
250,000 /&

BFEHAITE

BEMBE

T R BB - P P S )
EEATA
hEEARAME

EERRERAERAA

ARBES

BFE

ARRZPITESR

RERKHFAREHMAEE

N

>

aF

%

FRIWE RITHRABR

=
g

HE

>R ge

¥
23

/

) B X

B RGRTHD

WM B R & 5D

EBRTWELREERGR

/NS DS @) NG

EREACEMRFAZEARRD
=

BEREEETHBAER QA

Bl BELAEER
O

REARKEMEFT BRI
1545

EEMERXZMER QA

ZFEERBROARRR R
PR RN BRA
Al RARREERERD
FEEEMB AR

MEE B mREEN
BRA
RRBZBIFRTES

NG
THEEELERMMRHE
RABRAA]
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Glossary (cont'd)

Jiangxi Xianghai

Listing Rules

Model Code

R&D
RMB

RTL
SFO

Share(s) or

ordinary share(s)
Shareholder(s)
Shenzhen Stock Exchange
u.s.
usb

VMR Products
Yancheng Chunzhu
Yongzhou Shanxiang
Yunnan Tobacco

Jiangxi Xianghai Biological
Technology Co., Ltd

the Rules Governing the Listing of
Securities on the Main Board of the
Hong Kong Stock Exchange

Model Code for Securities Transactions
by Directors of Listed Issuers as set
out in Appendix 10 of the Listing
Rules

Research and development

Renminbi, the lawful currency of the
PRC

Reconstituted Tobacco Leaves

the Securities and Futures Ordinance,
Chapter 571 of the Laws of Hong
Kong

Ordinary share(s) of HKD 0.10 each in
the capital of the Company

Shareholder(s) of the Company

Shenzhen Stock Exchange in the PRC

United States of America

US dollars, the lawful currency of the
United States of America

VMR Products, LLC

Yancheng City Chunzhu Aroma Co., Ltd.

YongzZhou Shanxiang Flavour Co., Ltd.
China Tobacco Yunnan Industrial
Co., Ltd.

2018-2019 Interim Report # Bk &

IR (#)
IAER

EmARA

ik
AR

EEEH
FH M HE GG

Bt 3 & B

Hﬁ?
RINEFHZ 5

%!

ey

VMR Products
HEWEN
AN L
TR

TR EEMRIE
BR AR

BB AERESF LT
A

RIS+ I £
BAAEERAEERS
B < A

MERER
ARE pBZEER

BEEE
BEAREDIEST1EF HF K
& 15D

ARRBRARBREELE
0.107T /Y & A AKX
RRBZER
FERYIFEH R B
ENERERE

XL XBUAEEH

VMR Products, LLC

By mAETERERAR
AN B BRI BRA A
EEFPETIEFERAA
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