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Unaudited

RGEZX
For the six months ended
30 June
B Z6A30R L&A
2020 2019
2020% 20194 Change in
RMB’000 RMB’000 percentage

ARBT R ARETT BOLLEE

Revenue EER 1,715,710 2,069,317 -17.1%
Gross profit E F 1,088,700 1,310,461 -16.9%
Gross profit margin EFE 63.5% 63.3%
Operating profit EIEA A 185,778 806,098 -77.0%
EBITDA margin™ EBITDAX~ 47.6% 45.4%
EBIT margin™~ EBIT](7* 10.8% 39.0%
Adjusted EBIT margin* S EEIEEBITRY 39.7% 39.0%
Profit for the period NHEAE & 66,192 609,173 -89.1%
Adjusted profit for the period* AR AR AR 561,690 609,173 -7.8%
(Loss)/profit attributable to the ARAFIE=IFEA
equity holders of the Company FEfh (E518) & F (45,434) 480,289 -109.5%
Adjusted profit attributable to the F#1%& 2 RNA Rz
equity holders of the Company* BB ABGRFN 450,064 480,289 -6.3%
Net cash generated from CERHELECHESFE
operating activities 467,520 298,100 +56.8%
RMB cents RMB cents
AR%S AR S
Basic and diluted (losses)/earnings &% E 7K 2 #58
per share (&18) &7 (1.46) 15.45 -109.5%
Adjusted basic and diluted FARBE2BRERRK
earnings per share* g & A 14.48 15.45 -6.3%
HK cents HK cents
& AL 5 EEAIL
Interim dividend per share & A HRRE B - 8.8
Proposed special dividend per share ##)& & B% 155 Bl % = 6.0 =
* “EBITDA margin” equals to “Earnings before taxes, interest, # [EBITDAKR | SR [BF - FI B T E - B -
depreciation, amortisation, share-based compensation expenses and BRHRER e REERER A& F ] BRIA
impairment of goodwill” divided by “Revenue”. [&%F] -

##  “EBIT margin” equals to “Earnings before taxes and interest” divided == [EBITE ] E R [BRE LA SR 2 F) ] Br LA [ &

by “Revenue”.

ES N

# Excluding impairment of goodwill of RMB495,498,000 for the six  # B 8 £2020F6 A30H LN B A 2 B &R A

months ended 30 June 2020.

AR #495,498,0007T °



Impact of the Pandemic on the Group’s business

Affected by the outbreak of the Pandemic, substantial decline of
market demand and weakened consumption sentiment were seen
in the first half of 2020. Enterprises are under high pressure in terms
of production, operation and sales. The Pandemic has impacted all
business segments of the Group. The weakened customer demand
resulted in various degrees of slip in revenue and profit across all
business segments of the Group. The Group will follow up the
development of the Pandemic, actively coordinate the upstream
and downstream arrangements of the supply chain and ensure safe,
stable and orderly production and business activities of the Group.

Overview of the tobacco industry

In the first half of 2020, in face of the unexpected Pandemic,
the tobacco industry was committed to its target by proactively
coordinated the prevention and control of the Pandemic as well as
the resumption of work and production. The tobacco industry solidly
implemented the work of operation stabilisation, reform facilitation,
structure optimisation, brand development, and risk prevention,
contributing to stable improvement in the quality and efficiency
of the industry’s development. According to the National Bureau
of Statistics, China’s cigarette production in the first half of 2020
reached 1,269.45 billion sticks, representing a year-on-year increase
of 2.8%, which marked the stable production and operation
condition of the tobacco industry.

During the Reporting Period, the development gap between the
domestic and international developments of innovative tobacco
products has become more obvious. Internationally, e-cigarettes are
favoured by the capital market, and HNB tobacco products have
been recognised as “less harmful” by regulatory authorities in the
U.S. While domestically, the sales and development of innovative
tobacco products are further supervised and regulated under
measures taken by the regulatory authorities. Despite the immense
market prospect and development potential of innovative tobacco
products, the varying regulatory policies in different countries and
regions have led to contrasting degrees in terms of such products’
penetration, development and market acceptance. Currently, the
development of innovative tobacco products in China’s domestic
market is highly uncertain.

As for tobacco leaves, the State Tobacco Monopoly Administration
consistently adheres to the development principle of “controlling the
total volume, monitoring the red line and reducing the inventory”
such that the total volume and inventory of tobacco leaves are
maintained at a reasonable level, laying a solid foundation and
sustaining a good momentum for the development of the tobacco
industry. (Source: Eastobacco.com)
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Overview of the food and beverage industry and
fragrances industry

During the Reporting Period, the outbreak and spread of the
Pandemic has led to a disruption of normal business activities in a
large number of enterprises and posed a significantly negative impact
on the economy. In the first half of 2020, China’s Gross Domestic
Product recorded a year-on-year decrease of 1.6%. The economic
downturn has weakened the consumers’ ability and willingness
to spend. Even the food and beverage industry, which represents
people’s daily necessities, has also been affected to a certain extent.
According to the data of National Bureau of Statistics, in the first half
of the year, the gross output of the agricultural product processing
industry with enterprises of designated size or above dropped by
4.9% vyear-on-year, while that of the food processing industry
dropped by 0.5%. The output value of the alcohol, beverage and
refined tea processing industry dropped by 6.1% year-on-year. The
Pandemic has reduced the frequency of out-of-home consumption,
gathering and dining, which promoted the consumers’ demand for
convenience and snack foods. In addition, with the consumption
upgrade and the increase in health consciousness, consumers are
paying more and more attention to health, safety and functionalities
of food and beverage products.

In respect of the daily-use chemical industry, according to the
National Bureau of Statistics, the production volume of synthetic
detergent in China reached 5.2 million tons in the first half of the
year, representing a year-on-year increase of 10.7%. During the
Reporting Period, laundry beads have been well received by the
market due to their characteristics of convenience. As for personal
care products, there was a surge of consumer demand for hand
sanitizer products. In general, consumers are not only looking for a
pleasant scent in daily-use chemical products, but are also concerned
about the safety and health functionalities of the products.

Overview of the condiment industry

In the first half of 2020, the Pandemic has dealt a heavy blow to
the catering industry. According to the data of National Bureau of
Statistics, the total revenue of the catering industry was RMB1,460.9
billion, representing a significant year-on-year decrease of 32.8%
in the first half of 2020. For the sake of Pandemic prevention and
control, catering enterprises had to suspend their businesses or
shorten their business hours. On top of that, consumers dined
out less frequently, causing such enterprises a substantial drop in
revenue. Even so, the catering enterprises still needed to spend
substantial amounts on rent, labour and raw materials. Affected
by both internal and external factors, catering enterprises became
unprofitable with sharply increased pressure on their operations. As
a result, condiment enterprises that generate their revenues mainly
from the catering industry had to face a market environment with
steep decrease in customer demand and downward pressure on
prices.
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Though the Pandemic posed challenges to the operation of the
condiment enterprises, it brought up opportunities. During the
period, consumers chose to prepare their meals at home. Condiment
enterprises with retail channels could sell their products to
end-consumers via supermarkets and other channels, which reduced
their own operation pressure, and let the condiment enterprises
realize the importance of multiple channels to diversify operational
risk. During the reporting period, consumers also begin to pay
more attention to food safety, health and nutrition, which in turn
made the catering enterprises to focus more on the management of
supply chain and study on changes in consumer spending patterns.
To stand out from the competition, condiment enterprises need to
meet the constantly raising procurement standards and requirements
of catering enterprises by optimising their production and quality
control capabilities and improving their level of service.

During the Reporting Period, the Group achieved a sales revenue
of approximately RMB1,716 million, representing a year-on-year
decrease of approximately 17.1%; a gross profit margin of
approximately 63.5%, representing a slight year-on-year increase of
approximately 0.2 percentage point; an EBIT margin of approximately
10.8%, representing a year-on-year decrease of approximately
28.2 percentage points. Profit for the period was approximately
RMB66.19 million, representing a year-on-year decrease of 89.1%;
loss attributable to the equity holders of the Company was
approximately RMB45.43 million, while the basic losses per share
was approximately RMB1.46 cents, representing a year-on-year
decrease of approximately 109.5%.

Based on the applicable accounting principles on a prudent
basis, the management recognised an impairment of goodwill
of RMB495,498,000 for the Cash-Generating Unit (“CGU") of
Jiahao Foodstuff Limited and its subsidiaries (“Jiahao”) during
the Reporting Period. Excluding the impairment of goodwill, the
Group's EBIT margin was approximately 39.7%, representing a
slight increase of approximately 0.7 percentage point; profit for the
period amounted to approximately RMB562 million, representing
a year-on-year decrease of approximately 7.8%; profit attributable
to the equity holders of the Company amounted to approximately
RMB450 million, and the basic earnings per share was approximately
RMB14.48 cents, representing a year-on-year decrease of
approximately 6.3%.
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Analysis of Jiahao impairment

Driven by the development of the domestic economy, increasing
urbanization, consumption upgrade, and change of consumption
environment and patterns, China’s catering market enjoys a rapid
growth. As the catering industry further develops towards to chain
store and customized direction, restaurants’ demand for condiments
of high quality, high stability and high-customization grows
significantly. The acquisition of Jiahao was an implementation of the
Group's strategy “Concentric Diversification based on Consumers’
Demand in the Taste-based Fast-moving Products Industry”, at the
same time, it offered a good opportunity for the Group to break
into the condiment market. Jiahao will expand the Group’s business
operation scope and source of revenue, optimize business structure,
and create more value for our shareholders.

Through a prior bidding process, the Group, through New Generation
Global Limited, a wholly-owned subsidiary of the Company, entered
into an agreement with an independent third party to acquire 100%
equity interest in Jiahao, for a cash consideration of approximately
USD695,985,000 (equivalent to approximately RMB4,745,437,000)
on 28 June 2018. Jiahao is principally engaged in the production,
sales, marketing and distribution of condiment products in the
PRC. On 4 September 2018, the Group completed the acquisition
of Jiahao and has established effective control over it. After the
acquisition, the Group was to 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 was
expected to play a synergistic effect. The goodwill arising from the
acquisition of approximately RMB3,635,550,000 was derived from
the expected synergy and benefits in economies of scale after the
integration of the operation of the Group and Jiahao.

The independent third party was Worldwide Jiahao Holdings
Limited (the “Vendor”). The Vendor owned the entire issued
shares of Jiahao and was a company incorporated under the laws
of the Cayman Island with limited liability (principally engaged in
investment holding). According to the then information available to
the Company, the Vendor was held as to 20% by Max Leap Group
Limited and 80% by Beagle (Cayman Holdings) Limited. Mr. Chen
Zhixiong was the ultimate beneficial owner of the entire share
capital of Max Leap Group Limited, and Beagle (Cayman Holdings)
Limited was a portfolio company of Asia Opportunity Fund Ill, L.P.,
whose general partner was Unitas Capital Equity Partners Ill, L.P.. To
the best knowledge, information and belief of the Directors having
made all reasonable enquiries, each of the Vendor and its ultimate
beneficial owners was an independent third party.
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As one of the percentage ratios pursuant to the Listing Rules
applicable to the acquisition of Jiahao exceeded 25% but all
applicable percentage ratios were less than 100%, the acquisition
of Jiahao constituted a major transaction of the Company and was
subject to the reporting, announcement, circular and shareholders’
approval requirements under Chapter 14 of the Listing Rules.
Pursuant to Rule 14.44 of the Listing Rules, written approval
from each controlling shareholders (with aggregate shareholding
representing 73.6% of the then total issued Shares with voting
rights of the Company) in connection with the relevant sale and
purchase agreement and the transactions contemplated thereunder
was obtained in lieu of holding a general meeting of the Company
to approve the acquisition of Jiahao.

During the outbreak of the Pandemic at the beginning of 2020 and
its subsequent spread to the whole country, various contingency
measures were adopted by the government of the PRC such as
an extension of the Chinese new year holidays, as well as travel
and work restrictions, temporary suspension of various daily
consumption activities including those of retail and catering,
resulting in a significant decrease in the sales revenue of Jiahao,
which is principally engaged in the production, sales, marketing and
distribution of condiment products in the PRC, for the six months
ended 30 June 2020, representing a year-on-year decrease of
approximately 53%.

Given that the sales of Jiahao would drop significantly for the six
months ended 30 June 2020, an impairment indicator for the
goodwill of the CGU of Jiahao (“Jiahao CGU") would be existed.
To this, the management of the Group, with the assistance of
an independent valuer, has reassessed the key assumptions for
impairment testing of goodwill in June 2020, in order to determine
the recoverable amount of Jiahao CGU. Based on the results of the
impairment test, the recoverable amount of Jiahao CGU as at 30
June 2020 was RMB495,498,000 lower than the carrying amount.
Therefore, the Group recognised the impairment of goodwill of
RMB495,498,000 for the six months ended 30 June 2020.
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The reasons for the recognition of the impairment of the
goodwill

To control the Pandemic, which broke out during the Chinese
New Year in 2020, the Chinese government adopted measures
to restrict the gathering and movement of people, resulting in an
inevitable temporary suspension of various business activities. The
catering business is an industry that depends on people’s gathering
and offline service experience. The need to prevent and control
the Pandemic had inevitably forced the catering businesses to
temporarily suspend their operations or significantly reduce their
operating hours, resulting in a significant decline of the revenue
of the catering enterprises. According to the National Bureau of
Statistics, revenue from China’s catering industry in the first half of
2020 fell sharply with a year-on-year decrease of 32.8%, making it
one of the most severely hit industries in the Pandemic. Even so, the
catering enterprises still needed to spend substantial amounts on
rent, labour and raw materials. With the significant drop in revenue,
rigid fixed costs have made the catering enterprise unable to make
the ends meet and the cash flow is tight. Against such difficult
business environment where catering enterprises were faced with
double pressure from operation and cash flow, the demand for
purchase of condiment products by catering enterprises declined
significantly.

According to a report issued by the International Monetary Fund in
June 2020, China's economy is likely to achieve a modest growth
of 1% in 2020. Nonetheless, this increase represents a significant
difference as compared with the increase of 6.1% during the same
period in 2019. The slowdown in economic growth will certainly
have an impact on consumers’ consumption power as people will be
more cautious when they go out to spend. In addition, although the
Pandemic has been effectively prevented and controlled in mainland
China and the revenue of the catering industry has also started to
pick up, the revenue of the catering industry in July, according to the
National Bureau of Statistics, still recorded a year-on-year decrease
of 11.0%. The management expects the revenue of the catering
industry this year to fall significantly as compared with the same
period last year. Jiahao is a B2B (business-to-business) condiment
company focusing on the sales of various condiments to catering
enterprises. Jiahao does not sell condiment products through retail
channels such as supermarkets and convenience stores, and etc.
The sales revenue of Jiahao is expected to drop, in response to the
significant decline of demand from the catering enterprises. We
have already begun to adjust our product mix and strengthen our
sales effort. However, based on the judgement that both the macro
economy and the sales of the catering industry for this year would
drop in comparison to the same period last year, the Group considers
the performance of condiment segment for 2020 will not be able to
measure up to that in 2019.
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In the long run, the Pandemic has brought about certain changes
to and impacts on the business environment and business model
of the catering enterprises, as well as the lifestyle and consumption
patterns of the consumers. Considering the recurrence nature of
the Pandemic, the catering enterprises may consider changing
their business model and expanding more online sales channels.
By switching from offline channel to online sales channel in
fulfilling customers’ demand for products and services, the catering
enterprises will need more time to explore and meet customers’
needs, and they will face the challenge in retaining and securing
their customer bases. On the other hand, consumers will reduce
unnecessary business trips and gatherings with online alternatives,
thereby reducing the frequency of dining out in restaurants. As a
result, the business model and prospect of the catering industry
in the post-Pandemic era will be exposed to a greater uncertainty.
Whether or not the catering industry will be able to completely
resume or even surpass its level before the Pandemic depends on the
recovery of China’s overall economy as well as the situation of the
prevention and control of the Pandemic.

In summary, based on the applicable accounting principles on a
prudent basis, the management conducted an impairment test on
the CGU to which Jiahao belongs and eventually recognised the
impairment.

The process and considerations in handling the goodwill
impairment

According to HKAS 36 “Impairment of Assets” (“HKAS 36"”), the
goodwill impairment is conducted annually, or more frequently if
changes in events or circumstances indicate a potential impairment.
As we understand, the Pandemic that broke out in China in the
beginning of 2020 and subsequently spread to the whole country,
was caused by a new type of coronavirus. At the early stage of the
Pandemic, no one was able to perceive the spread, the prevention
and control of the Pandemic as well as its impact on the society and
the people’s livelihood. As such, the Company was unable to assess
the extent of the impact on the business of Jiahao and quantify the
impact. Nevertheless, the Company has been closely monitoring
the development of the Pandemic as well as prevention and control
measures and their effectiveness since the outbreak of the Pandemic.
When the Pandemic gradually stabilised, an evaluation was
conducted by the management of the Company during the second
quarter of 2020. It indicated that although the sales of condiments
rebounded somewhat in June 2020 as compared with those from
the months of January to May, considering the recurrence nature
of the Pandemic which is still raging outside of Mainland China and
has a relatively far-reaching impact on the catering industry, as well
as the evolving changes in the operating model and structure of
the catering industry, the future business growth of Jiahao, as an
upstream enterprise in the catering industry, is still uncertain and
subject to the prevention and control situation of the Pandemic as
well as the extent of economic recovery. To this end, in June 2020,
the management reviewed and reassessed the key assumptions
used in the calculation of value in use (“VIU") and conducted an
impairment test of goodwill to determine the recoverable amount of
Jiahao CGU.
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The impairment on goodwill of Jiahao CGU was caused by the
outbreak and spread of the Pandemic and the continuing impact it
has on the catering industry, which could not be anticipated by the
Company when Jiahao was acquired in September 2018, nor at the
end of the last financial year on 31 December 2019.

The methodology, key assumptions adopted in calculating
Jiahao CGU’S VIU

In accordance with HKAS 36, the Company performed a goodwill
impairment test on Jiahao CGU on 30 June 2020, the valuation
benchmark date, and conducted a value analysis to determine the
recoverable amount of Jiahao CGU. According to the standard, the
recoverable amount of the CGU is determined on the higher of the
fair value less the costs of disposal (“FVLCOD") and VIU. Taking
into account the synergy between Jiahao CGU and the Group, the
Group considered that FVLCOD would not be higher than VIU and
therefore VIU was taken as the value basis of the impairment test.
In this impairment test, the Company applied the income approach
to calculate the VIU of Jiahao CGU, which was based on a five-year
net cash-flow projection of Jiahao CGU. Cash flows beyond the
five-year period were calculated using the terminal growth rate, and
the present value of such net cash-flows were calculated using an
appropriate discount rate.

The key assumptions and basis used in calculating Jiahao CGU’s VIU
are as follows:

1.  Forecast growth rate — as determined by the management
based on past performance, the latest external economy and
business environment, combined with their projections of
market development;

2. Terminal growth rate — long-term average growth rate of
Jiahao CGU as estimated by the management;

3.  Budgeted gross profit margin — as determined by the
management based on the CGU'’s past performance and the
expected development of the market;

4. Pre-tax discount rate — the discount rate for impairment test,
with reference to the actual situation of Jiahao CGU, the
market condition of the same industry and its specific risk
premium, calculated with the applicable cost of equity capital
and cost of debt capital to come up with weighted average
cost of capital ("WACC") based on the company’s capital
structure.

Changes in major value of the inputs and key assumptions

The Company has engaged Avista Valuation Advisory Limited, an
independent valuer (the “Valuer”), to conduct an impairment test on
goodwill of Jiahao CGU as at 30 June 2020 (the “Impairment Test").
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The Valuer used the income approach in the Impairment Test, which
is consistent with the valuation methodology used in the previous
impairment test of Jiahao CGU. Comparing certain major value
of the inputs and key assumptions used in determining the VIU of
Jiahao CGU as at 30 June 2020 against those used in assessing the
VIU of Jiahao CGU as at 31 December 2019, major changes are as
follows:

VIU assessment
as at 31 December
2019

VIU assessment
as at 30 June
2020

Major value of
inputs/key
assumptions

Forecast five-year sales  -17.8% to 47.0% 3.0% t029.3%

growth rate

Reasons for change

Affected by the Pandemic in the first half of 2020, the business of
the catering industry was suspended for a period of time, resulting in
unsatisfactory results of Jiahao CGU during the period. Considering
the recurrence nature of the Pandemic which is still raging outside
of Mainland China and has a relatively far-reaching impact on the
catering industry, as well as the evolving changes to the operating
model and structure of the catering industry, the future business
growth of Jiahao, as an upstream enterprise in the catering industry,
is still uncertain and subject to the prevention and control situation
of the Pandemic as well as the extent of economic recovery. As
such, the management has made a downward adjustment to the
sales revenue for the forecast period. The updated sales growth
for the forecast period was derived primarily from the combined
data analysis of sales contracts signed, progress of new customer
development and historical turnover rate, as well as the results in
the first half of 2020 and the actual condition of recovery in June.
In particular, the forecast sales growth for 2020 was downward
adjusted to -17.8%, and the forecast sales revenue for the period
between 2021 to 2024 was downward adjusted by 25.9% to 36.2%
from the forecast for the same period made at the end of 2019. Due
to a reduced base amount, the corresponding forecast sales growth
was adjusted to 13.6% to 47.0%.
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VIU assessment
as at 31 December
2019

VIU assessment
as at 30 June
2020

Major value of
inputs/key
assumptions

Budgeted gross profit ~ 58.7% - 60.7% 55.8% - 62.7%

margin

Reasons for change

Due to the Pandemic which resulted in sales promotions in form of
reduced prices, the management reduced the budgeted gross profit
margin of 2020 to 58.7% from the forecast of 62.7% made at the
end of 2019. However, as some of the products with lower gross
profit margin are expected to gradually shift from external processing
to self-production, and the product portfolio and marketing strategy
will be adjusted by the management by increasing the revenue
share of products with higher gross profit margin in the future, the
budgeted gross profit margins for years 2021 to 2024 have been
adjusted to 59.9% to 60.7%.

VIU assessment
as at 31 December
2019

VIU assessment
as at 30 June
2020

Major value of
inputs/key
assumptions

Pre-tax discount rate of  Pre-tax discount rate of
13.4% (approximately ~ 13.5% (approximately
equivalent to post-tax  equivalent to post-tax

discount rate of 12.0%) discount rate of 12.0%)

Pre-tax
discount rate

Reasons for change

The Valuer determined the post-tax discount rate based on WACC.
Considering the increased risk resulted from the operational
uncertainty due to the Pandemic, Jiahao’s risk premium was
increased by 2%. The equity risk premium also increased during the
period. Considering the low-interest policy which resulted in the
decline of risk-free interest rate and the combined effect of other
factors, the post-tax discount rate was calculated as 12.0%, which is
the same as the post-tax discount rate adopted at the end of 2019.
With reference to the post-tax discount rate, the Valuer calculated
the corresponding pre-tax discount rate according to pre-tax cash
flows through an iterative process.

The Board’s conclusion

The Board considers that the valuation methodology and key
assumptions used in the above calculation of the VIU of Jiahao CGU
impairment test of goodwill, have been consistently adopted by the
Company, and are fair and reasonable. Meanwhile, the basis of this
calculation and the key assumptions used have been projected and
determined by the management based on the past performance of
Jiahao CGU, the management’s knowledge and experience of the
market and the actual situation, which are fair and reasonable.
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Review of the flavours and fragrances business

During the Reporting Period, sales revenue of the flavours and
fragrances business of the Group amounted to approximately
RMB931 million, representing a year-on-year decrease of
approximately 3.8% and accounting for approximately 54.3% of the
Group’s total revenue. Operating profit of the segment amounted
to approximately RMB582 million, representing a year-on-year
increase of approximately 0.1%. EBIT margin was approximately
62.5%, representing a year-on-year increase of approximately 2.4
percentage points. The decrease in revenue of the flavours and
fragrances business segment was mainly attributable to the decrease
in demand from downstream customers. The operating profit margin
recorded a slight increase, mainly attributable to the decrease in
expenses.

In the first half of 2020, the Group took measures to prevent and
control the Pandemic while actively organised the resumption of
work and production. The Group strengthened its technology
upgrade and R&D in new products, optimised its product mix, and
strived to minimise impact of the Pandemic to stabilise operation.
Despite the disruption of normal business activities by the Pandemic,
the Group has assured the timely and efficient deliveries of goods
and services through reasonable arrangements of logistics and
human resources. Faced with the tough and complex economic
condition domestically and internationally, the Group was committed
to its market-orientation and explore new trends, new technologies,
and new areas in the development of both domestic and overseas
flavours markets. The Group continued to adjust its product mix,
propel the upgrade of customers’ existing products, and boost the
penetration rate in its customers’ existing products.
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In terms of food flavours, the Group focused on the R&D of
meat flavours to enhance its development and manufacturing
capabilities in savoury flavours. Furthermore, the Group
followed the natural and healthy consumption concept in
the market and also carried out researches on extraction
technologies for herbs, thirst-quenching foods, teas and other
plants to provide consumers with more natural and functional
products.

The Group recorded a growth in revenue from three main
categories of products of the fragrances business, namely
insect-repelling incenses, detergents and personal care
products. During the Reporting Period, the Group launched
a series of fragrances products in response to the surge of
market demand for hand sanitizers, which were well received
by the customers. In addition, the Group also developed and
manufactured different fragrances for laundry beads to meet
the consumers’ demand for better products.

Investment progress of the proceeds raised by the flavours
and fragrances segment

As of 30 June 2020, the cumulative amount of the funds raised
from the initial public offering of Huabao Flavours in 2018 that
was dedicated for the “Huabao Yingtan Flavours and Ingredients
Production Base Project” (“Huabao Yingtan Project”) amounted to
approximately RMB100.3829 million, representing an investment
progress of approximately 9.70%; the cumulative amount of IPO
Proceeds that was dedicated for the “Lhasa Pure Land Healthy Food
Project” (“Huabao Lhasa Project”) was approximately RMB17.7295
million, representing an investment progress of approximately
3.77%; the cumulative amount of IPO Proceeds that was dedicated
for the “Huabao H&K Food Flavours and Food Technology
Development Project” (“Huabao H&K Project”) was approximately
RMB170,500, representing an investment progress of approximately
0.11%. As of 30 June 2020, the balance of IPO Proceeds (including
accumulated interest income received) amounted to approximately
RMB1,665 million.

Considering the investment progress of the IPO proceeds, the
development of the industry, changes in the external environment
such as macroeconomic fluctuations, as well as the overall strategic
deployment of the corporation, the Group has decided to postpone
the targeted operation dates of certain investment projects. The
Huabao Yingtan Project will be postponed to 31 December 2023.
The Huabao Lhasa Project will be postponed to 31 December 2022.
As for the Huabao H&K Project, it will be postponed to 31 December
2022.
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Review of the tobacco raw materials business

During the Reporting Period, sales revenue of the Group’s
tobacco raw materials business was approximately RMB303
million, representing a year-on-year decrease of approximately
17.1% and accounting for approximately 17.7% of the Group’s
total revenue. The operating profit of the segment amounted to
approximately RMB115 million, representing a year-on-year decrease
of approximately 12.8%. EBIT margin was approximately 38.0%,
representing an increase of 1.9 percentage points as compared with
the corresponding period last year. The decrease in the sales revenue
of this segment was mainly attributable to weak market demand for
RTL and the fierce competition in cigarette capsules that resulted in
lower prices and sales volume for cigarette capsule products.

During the Reporting Period, the tobacco industry continued
to increase its efforts in consuming the tobacco leaf inventory,
resulting in weak market demand for RTL. In response to such
challenge, the Group actively explored new customers and
successfully secured new overseas markets for its products.
Moreover, HNB tobacco products have been popular among
consumers in overseas markets and were recognised as
“less harmful” by regulatory authorities, which drew market
attention and increased demand for raw materials related to
HNB tobacco products. To prepare for the potential market
opportunities, the Group’s R&D team as well as marketing
team performed in-depth research and analysis on the market
size, application, composition, processes and regulatory
policies in relation to raw materials of HNB tobacco products
to prepare for possible market opportunities.

The sales of cigarette capsule has experienced a rapid growth
in the past few years. However, as the sense of novelty
subsides and the market competition intensifies, the cigarette
capsule business has been under the pressure of both slow
market growth and falling prices. During the Reporting Period,
leveraging its technological and manufacturing advantages
in the industry, the Group won the trust of its customers
by providing them with high quality and appealing capsule
products. The Group’s market reach has also expanded
by marketing the capsule products to overseas customers.
In addition, the Group leveraged competitive edge in
manufacturing and taste modulation capabilities to market its
capsule products to food manufacturers, aiming to develop
more business and seek for new growth point for the segment.
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Review of the aroma raw materials business

During the Reporting Period, the Group’s aroma raw materials
business recorded a sales revenue of approximately RMB302 million,
representing a year-on-year decrease of approximately 15.9% and
accounting for approximately 17.6% of the Group’s total revenue.
The operating profit of the segment was approximately RMB38.82
million, representing a year-on-year decrease of approximately
38.9%. EBIT margin was approximately 12.8%, representing a
year-on-year decrease of approximately 4.9 percentage points.
The decrease in the sales revenue and profit of this segment was
attributable to reduced market demand and lower product prices.

Affected by the Pandemic, domestic and overseas clients’ demand
for aroma raw materials dropped. Besides, the US-China trade war
also increased the pressure on aroma raw materials products to
cut prices in the overseas market. As the market demand was very
limited, aroma raw materials enterprises had to take measures such
as cutting price to take up capacity and reduce inventory in face of
intense competition in the aroma raw materials industry.

Despite the gloomy external operation environment, Zhaoqing
Perfumery Co., Ltd. (Guangdong) was able to maintain its prices at
a relatively stable level, thanks to its long acclaimed reputation in
brand image, quality products and solid customer relationship.

During the Reporting Period, Phase | and Phase Il Projects of Jiangxi
Xianghai have been completed and put into production currently,
enabling the mass production of furanone, m-Aminophenol and
sulfurol products. However, in light of the current domestic and
global economic downturn and sluggish market sentiment, Jiangxi
Xianghai’s production lines cannot be fully utilised at the moment.
Jiangxi Xianghai will closely monitor the market demand and industry
developments for flexible adjustments in its operation.

Review of condiment business

During the Reporting Period, the sales revenue of the Group’s
condiment business was approximately RMB177 million, representing
a significant year-on-year decrease of approximately 52.9% and
accounting for approximately 10.3% of the Group's total revenue.
Its operating loss was approximately RMB525 million. During the
outbreak of the Pandemic in the beginning of 2020, the Chinese
government adopted various emergency measures, such as the
extension of the Chinese New Year holidays, travelling and work
restrictions, temporary suspension of daily consumption activities.
The catering industry was severely affected and the downstream
catering customers’ demand for condiment dropped significantly
during the Reporting Period, resulting in a substantial decline of sales
revenue of this segment. Operating loss was mainly attributable to
the recognition of impairment of goodwill of RMB495,498,000 for
the CGU of Jiahao during the period (Please refer to section headed
“IMPAIRMENT OF JIAHAQ'S GOODWILL"” for further details of CGU
of Jiahao). Excluding the impairment of goodwill, the operating loss
of the segment was approximately RMB29.88 million.
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In the first half of 2020, catering industry was one of the most
hard-hit industries by the Pandemic. Leading catering chains in China
have made public statements that they were under the pressure
of tight cash flow and continuing operation. In order to fight the
Pandemic, downstream customers had to suspend their operations
or shorten their business hours to cut costs, resulting in a sharp
drop in the demand for the Group’s products. During the Reporting
Period, the Group continued to provide services to its customers by
focusing on three aspects, namely products, distribution channels
and marketing strategy.

In terms of product mix, Jiahao launched the 1-kg “Jingba Chicken
Bouillon” and “Jingba Rich Flavoured Chicken Powder” as an
additional choice for the customers, while consolidating the market
position of its core products. When introducing new products, the
R&D team will take consideration into market acceptance of the
products. With “umami”, “fragrance” and “spiciness” currently
being the most popular tastes, the Group combined these flavours
and launched the “Sour and Chilli Sauce” and “Rattan Pepper
Sauce” in the market. By collecting feedback, the Group can improve
its ability in market trend analysis and optimise its product mix.

In terms of distribution channels, Jiahao sold its products through
distributors and its own sales teams. Jiahao optimised and integrated
its distributor network and provide distributors with more resources
and trainings. It also assisted distributors in inventory management
and control, thus enhancing their sales efficiencies and capabilities.
As for its own sales teams, they directly introduced Jiahao's
products to end-customers and collected feedback and provided
first-hand information for product development and service quality
improvement. Currently, the sales revenue of Jiahao is mainly
generated through distribution channels. In addition, Jiahao carried
out promotional activities on its Tmall flagship store according to
various sales festivals and themes to increase its online recognition.

In terms of marketing strategies, in the first half of 2020, the
Group cancelled offline marketing activities and conducted online
communication with customers instead. Jiahao published a series of
analytical articles on how the catering enterprises were responding
to the Pandemic and industrial development on its WeChat official
account. It provided catering customers with practical and innovative
business solutions and market insights to help them survive this
difficult market situation. These articles received positive feedback
and appreciation from customers, which further reinforced Jiahao's
brand image and strength as the “Chinese tastes expert” in the
minds of chefs.
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Around the end of the Reporting Period, the Pandemic has been
effectively prevented and controlled in China and enterprises around
the country have gradually returned to work. The catering industry
is a service industry that involves mass gathering and the consumers
highly value the offline dining environment and experience provided
by catering enterprises. However, with the recurrence of the
Pandemic, consumers have not been able to let their guard down
and dine out. The catering industry is facing relatively significant
adverse influence and impact in the short run under the recurring
Pandemic. The development of the catering industry in the second
half of the year remains largely uncertain and volatile. It is essential
for the condiment enterprises to adjust their business objectives
and strategies in accordance with the rapid changes in the business
environment and customer needs.

Despite the enormous challenges and unfavourable factors for
the short-term development facing the catering and condiment
industry, the management believes that the favourable trend for the
catering and condiment industry remain unchanged in the long-run.
The management will continue to monitor the development in the
industry, effectively plan and manage business development to
achieve sustainable business growth.
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Review of R&D

During the Reporting Period, the Group’s investment in R&D
was approximately RMB109 million. R&D expense accounted for
approximately 6.3% of sales revenue, representing a year-on-year
decrease of 0.2 percentage point.

In terms of flavours and fragrances, the Group was granted 4
invention patents and 16 utility patents in the first half of the year.
The Group has put more effort in the research and application of
novel emulsification, plant extraction, enzymatic hydrolysis and
microcapsule embedding technologies. It fulfilled the customers’
needs for product stability and innovation and helped them improve
the flavours and tastes of their products. Huabao Flavours was
granted the title of “Little Giant Enterprise of Jiading District in
Science and Technology” in Shanghai.

For tobacco raw materials, the Group was granted a total of 10
patents, among which 5 were utility patents, 3 were invention
patents and 2 were design patents. The technology in relation to
HNB tobacco products was the main focus of the Group’s R&D
activities. The Group has obtained the invention patent of “HNB
RTL extraction equipment” and the utility patent of “condenser and
filter tip for HNB cigarettes”. The Group believes that the analysis,
R&D and preparation of technologies for raw materials of HNB
tobacco products will contribute to the improvement of the Group's
capability to develop related businesses in the future.

In terms of condiments, Jiahao released three papers jointly with
Jiangnan University on Scientific Citation Index. These papers include
“Improving the 3D printability of taro paste by the addition of
additives”, “A comparative study on hygroscopic and physiochemical
properties of chicken powders obtained by different drying
methods” and “Influence of low-temperature ball milling time on
physicochemical properties, flavour, bioactive compounds contents
and antioxidant activity of horseradish powder”. Furthermore,
Jiahao also submitted and won the second prize of the National
Technology Invention Award for the work “Innovative technology
and application of high-quality processing of prepared agro-foods
based on efficient physical field coupling”.
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In the area of flavours and fragrances, the Group will conduct
specific R&D on flavours for use in HNB tobacco products, further
improving the samples and database of related fragrances in such
products. With the consumers’ increased demand for natural and
healthy functionalities in food and beverages, the Group will carry
out in-depth R&D in natural and functional food flavours and
related products, and strengthen the studies on the application
of food flavours and food ingredients in plant protein-based meat
and meat products, and develop related products. For tobacco raw
materials, the Group will strengthen its market analysis and R&D
investment in raw materials of HNB tobacco related products. For
aroma raw materials, the Group will respond to the national call by
increasing investments in environmental protection to ensure safe
and sustainable development. As for condiments, the Group will
promote Jiahao's “Chinese tastes expert” brand image through its
sophisticated sales and marketing team, and will establish reliable
partnership with distributors and users. Apart from the quality
and diversified products, the Group also provides customers with
value-added services such as gourmet solutions and market insights
to enhance customers’ brand loyalty. In terms of the establishment of
the management system, the Group will facilitate the establishment
of digital management system for the upgrade of management
capabilities in each business segment. The Group will pinpoint its
R&D strategies based on market demand and further strengthen
the establishment of an open-ended R&D platform, and construct
its own R&D innovation system around its core technologies to
drive organic growth through technology upgrade and product
innovation. The Group will continue to adhere to the “concentric
diversification strategy”, actively seek for synergetic opportunities
for acquisitions along the upstream and downstream industry chain,
and strengthen its competitiveness in the industry through further
consolidation of its competitive advantages and brand image.
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In the second half of 2020, the Chinese as well as the global
economies are facing greater uncertainty. The Pandemic has
further intensified the sentiment of trade protectionism and the
intention to adjust supply chains across various countries and
regions. The challenges and risks in terms of market access, supply
chain management, pricing strategy and profitability, etc. will
further intensify. Under the effective leadership, management and
coordination of the Chinese government, the PRC has taken the
lead in the prevention and control of the Pandemic as well as in the
resumption of work and production. However, due to the recurrence
of the Pandemic, there is still a significant gap in the production
and operation of the enterprises as well as the macroeconomic
environment when compared with the time before the Pandemic
outbreak. Market demand and consumer sentiment have also not
been able to quickly recover to pre-Pandemic levels. As such, the
primary tasks of the enterprises at the moment is to maintain normal
business operations. The management will continue to monitor
the development of the Pandemic and adjust the operational and
management strategies of various business segments accordingly,
so as to minimise the negative impact of external environment on
the Group. We will work with our employees, customers and other
stakeholders to get through this difficult time.

The Group believes that the consumers’ pursuit of better lives and
tastes will remain unchanged. As long as we do a good job in
products, services, operation and management, we will be able to
find development opportunities despite the difficult environment.
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Analysis of interim results for the six months ended
30 June 2020

The Group’s revenue amounted to RMB1,715,710,000 for the six
months ended 30 June 2020, representing a decrease of 17.1% as
compared with RMB2,069,317,000 for the corresponding period
last year. The decrease in the revenue was mainly attributable to
the outbreak of the Pandemic at the beginning of 2020, various
contingency measures were adopted by the PRC government such
as an extension of the Chinese new year holiday, as well as travel
and work restrictions, suspension of various daily consumption
activities, etc., which posed impacts to all segments of the Group in
various degrees. The catering industry was severely affected by the
Pandemic, as a result, the sales revenue of the condiment segment
of the Group for the current reporting period declined significantly
as compared with the corresponding period last year.

Comparing the current reporting period with the six months ended
30 June 2019, revenue from flavours and fragrances decreased by
3.8% to RMB931,130,000; revenue from tobacco raw materials
decreased by 17.1% to RMB303,391,000; revenue from aroma raw
materials decreased by 15.9% to RMB302,268,000; and revenue
from condiment decreased by 52.9% to RMB177,344,000.

The Group's cost of goods sold amounted to RMB627,010,000 for
the six months ended 30 June 2020, representing a decrease of
17.4% as compared with RMB758,856,000 for the corresponding
period last year.

The Group's gross profit decreased from RMB1,310,461,000 for
the six months ended 30 June 2019 to RMB1,088,700,000 for
the six months ended 30 June 2020, representing a decrease of
approximately 16.9%. The Group’s gross profit margin for the
current reporting period remained stable, reaching 63.5%, which
was basically the same as 63.3% in the same period last year.
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Other income and other gains (net) of the Group was
RMB149,935,000 for the six months ended 30 June 2020,
representing an increase of RMB43,353,000 as compared with
RMB106,582,000 for the corresponding period last year. The
increase in other income and other gains was mainly due to an
increase of currency exchange gain of RMB42,667,000 for the
current period as compared with the corresponding period last
year. The increase in currency exchange gain was mainly due to
the Group’s secured long-term loans (balance as at 30 June 2020:
RMB1,860,474,000) were borrowed and settled by the Company in
RMB, whereas the functional currency of the Company was HKD.
During the current reporting period, the exchange rate of RMB
against Hong Kong dollar fell, thus currency exchange gain was
recognised.

The selling and marketing expenses of the Group comprised mainly
travelling expenses, transportation cost, advertising and promotion
expenses, salaries and office expenses, etc.. The selling and
marketing expenses of the Group for the six months ended 30 June
2020 was RMB161,248,000, representing a decrease of 13.8% as
compared with RMB187,160,000 for the corresponding period last
year. It was mainly attributable to the decrease in transportation,
travelling, sales and marketing activities during the current period.
Selling and marketing expenses for the current reporting period
accounted for approximately 9.4% of the total revenue, which was
basically the same as approximately 9.0% for the six months ended
30 June 2019.

The Group’s administrative expenses amounted to RMB390,920,000
for the six months ended 30 June 2020, representing a decrease of
6.1% as compared with RMB416,160,000 for the corresponding
period last year. It was mainly attributable to the decrease in
travelling and professional expenses during the current period.
Administrative expenses for the current reporting period accounted
for approximately 22.8% of the total sales, representing an
increase of approximately 2.7 percentage points as compared with
approximately 20.1% for the six months ended 30 June 2019. The
increase in such ratio was mainly attributable to the decrease in sales
revenue was faster than the decrease in administrative expenses.

B E2020F6A308 1L ~EAA - AEEMEAM
WAREMUzE OF5) B AK%149,935,000
T BEFR M ARE106,582,0007T ¥
T AR#43,353,0007T ° £ it W A K& H At
WHEMENEZESaRAHMEEE K ks
LkExFRBEAT AR®4L2,667,0000T c &
MESRZMEN TE2FRALEENE K
HRBER (R2020F6 4308 &8 ARE
1,860,474,00070) Z H AR Al B AL LAARE
HE MARFNNEEBRETT  EARE
HAIM A RSB UIEE TRk - = A 5 I -

AEEHEHEMNTSHEEASXETEGREEZRE
BEHANEN EEREEE FohHREA
F o REBEHZE2020F6A30H 1E/~18 B & 84
ERTMHBEERY AAREKI161,248,0007T
BEFRBAHARE187,160,000T N ¥ T
138% ' TEAABAREHNENESE - 2K
HERBERTBEMAD  MAREHNHEE
MBS AT R EEBENLF A H9.4%HE
B E2019F6 8308 L/~ 18 A A 499.0% H A #F

AEBMITHRAX EE E2020F6 A308 1EX
@ B A& A K #390,920,0007T * 8 £ 4 B 8
AR¥416,160,000T T 76.1% * T E2RA A
AEZRERMNEEXERBEABMRD  MA
WEHNTBRRAIMEEEZBENLA AL
22.8% ' L EH E2019F6HA30B IENE A ML
201% LA T X2 7EE DB - ZHELAIE EF
FERAEET TENRERRITHRAZ TH
HREFTE o



The Group's operating profit for the six months ended 30 June 2020
was RMB185,778,000, representing a decrease of approximately
77.0% as compared with RMB806,098,000 for the six months
ended 30 June 2019. It was mainly attributable to the recognition
of goodwill impairment of Jiahao of RMB495,498,000 and a
decrease in sales revenue during the current period. If the goodwill
impairment of Jiahao were excluded, the operating profit for the
current period would be RMB681,276,000, representing a decrease
of 15.5% as compared with the corresponding period last year,
and the operating profit margin would be slightly increased by 0.7
percentage point to approximately 39.7% during the current period
from approximately 39.0% for the corresponding period last year.

Profit before income tax of the Group for the six months ended 30
June 2020 was RMB203,346,000, decreased by RMB601,944,000
as compared with RMB805,290,000 for the six months ended 30
June 2019. If the goodwill impairment of Jiahao were excluded, the
profit before income tax for the current reporting period would be
RMB698,844,000, representing a decrease of 13.2% as compared
with the corresponding period last year, which was mainly due to
the decrease in operating profit.

The income tax expenses of the Group for the six months ended 30
June 2020 was RMB137,154,000, representing a decrease of 30.1%
as compared with RMB196,117,000 for the six months ended 30
June 2019. Income tax rate of the current reporting period was
approximately 67.4%. If the goodwill impairment of Jiahao were
excluded, income tax rate of the current reporting period would be
approximately 19.6%, representing a decrease of approximately 4.8
percentage points as compared with approximately 24.4% for the six
months ended 30 June 2019, such decrease was mainly attributable
to additional subsidiaries of the Group during the reporting period
were awarded high-tech enterprises which enable them to be
entitled to preferential tax rate, and the decrease in withholding
income tax on dividends distribution by subsidiaries in mainland in
the current reporting period.

The loss attributable to the equity holders of the Company
for the six months ended 30 June 2020 was RMB45,434,000,
representing a decrease of RMB525,723,000 as compared with
the profit attributable to the equity holders of the Company of
RMB480,289,000 in the same period last year. It was mainly due to
Jiahao’s goodwill impairment of RMB495,498,000 and the decrease
in sales revenue in the current period. If the goodwill impairment
of Jiahao were excluded, profit attributable to the equity holders of
the Company for the current period would be RMB450,064,000,
representing a decrease of approximately 6.3% as compared with
the same period last year.
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As at 30 June 2020, the net current asset value of the Group was
RMB6,664,835,000 (31 December 2019: RMB6,957,179,000). The
Group generates its working capital mainly through its operating
activities to maintain a sound financial position. As at 30 June 2020,
the Group's cash and bank balances amounted to RMB5,854,355,000
(31 December 2019: RMB5,722,074,000). In addition, the
Group held bank wealth management products amounted to
RMB370,823,000 (31 December 2019: RMB726,191,000) which was
classified as financial assets at fair value through profit or loss.

As at 30 June 2020, the Group had bank borrowings of
RMB2,856,898,000 (31 December 2019: RMB2,998,776,000), of
which secured loan amounted to RMB1,860,474,000 (31 December
2019: RMB2,310,474,000) was due within four years, and the
unsecured loans amounted to RMB996,424,000 (31 December
2019: RMB688,302,000) were due within one to two years. For the
six months ended 30 June 2020, the average annual interest rate
of the secured loan was 5.7% (six months ended 30 June 2019:
5.7%), and the average annual interest rate of the unsecured loans
were 3.0% (six months ended 30 June 2019: 3.7%). As at 30 June
2020, the Group’s gearing ratio (total borrowings, include current
and non-current borrowings, divided by total equity (excludes
non-controlling interests)) was 24.9%, which was decreased by 0.5
percentage point from 25.4% as of 31 December 2019.

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 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 June 2020, the Group’s average trade receivables turnover period
was 99 days, representing an increase of 11 days as compared with
88 days for the last financial year ended 31 December 2019, which
basically remained the same as 98 days for the corresponding period
last year.
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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.
For the six months ended 30 June 2020, the Group's average trade
payables turnover period was 78 days, which basically remained the
same as 77 days for the last financial year ended 31 December 2019.

As at 30 June 2020, the Group's inventory balance amounted to
RMB868,794,000, representing a decrease of RMB62,591,000 as
compared with the balance of RMB931,385,000 as at 31 December
2019. For the six months ended 30 June 2020, 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) was 258 days,
representing an increase of 38 days as compared with 220 days
for the last financial year ended 31 December 2019. The increase
of such ratio was mainly resulted from the adjustment of inventory
stock up strategy to maintain safety stock level after considering the
impacts of Pandemic and US-China trade war on supply chain.

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 with 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 June 2020, 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 RMB1.860 billion.

As at 30 June 2020, the Group had capital commitments in
respect of the purchase of property, plant, equipment, intangible
assets, financial assets at fair value through other comprehensive
income and financial assets at fair value through profit or loss,
contracted for but not provided in the financial statements
amounted to approximately RMB206,977,000 (31 December 2019:
RMB265,106,000).
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According to the information available to the Board, the Group had
no contingent liabilities as at 30 June 2020.

As at 30 June 2020, the Group employed more than 3,500
employees in mainland China, Hong Kong, Germany, U.S., Botswana
and Korea. In the face of the challenges brought by the Pandemic
during the Reporting Period, the Group took effective measures to
protect the physical and mental health of its employees, actively
explored new working models, adjusted its operational strategies
and took advantage of the preferential government policies to
reduce the impact of the Pandemic on business development and on
our employees.

Since the outbreak of the Pandemic, all members of the Group have
worked together and made meticulous arrangements to fight the
Pandemic. A working group on Pandemic prevention and control was
set up by the management of various subsidiaries. Each subsidiary
has formulated its Pandemic prevention and control standards and
contingency plans. Pandemic prevention equipments are distributed
to the employees and knowledge on the scientific prevention and
control of Pandemic was disseminated. Employees’ travelling and
daily health conditions also were dynamically updated. After the
situation of the Pandemic had alleviated and having made sufficient
preparations, each subsidiary resumed production in an orderly
manner according to the requests of various local governments.

All subsidiaries of the Group have flexibly adopted to working modes
such as remote office, work-from-home and work shifts according
to the actual situation, ensuring that all employees work in a safe
environment. Meanwhile, in order to motivate our employees to
maintain a positive mental state with full commitment to their work,
the Group timely provides online platform resources and organises
various training courses to help employees improve their professional
skills and comprehensive capabilities. In addition, through organising
employee photography contests, reading sharing, fitness and other
activities, the Group aims to provide better caring to the employees
by appeasing their emotions and enriching their lives.

During the time of the Pandemic, the Group insisted on fulfilling
its corporate social responsibilities by donating health care supplies
such as face masks to local community volunteers. The Group
donated condiments to first-line medical workers and volunteers in
various districts and gave money donations to the Lhasa Dejikangsa
Community to help poverty alleviation. All of the subsidiaries of
the Group fulfilled their environmental and social responsibilities by
taking practical actions to give back to the society.
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Pricing for provision of tobacco flavours products, RTL products,
auxiliary materials, etc. and related services by the Group to
connected customers will be primarily based on bidding prices or
the prevailing market prices. The Company has no control to decide
whether bidding price or prevailing market price will be adopted.
The mode of pricing is solely decided by individual customer based
on its internal rules and procedures.

The basis of pricing adopted by the Group are set out below:

(i)  Implementation of bidding prices, i.e. by way of bidding prices
in accordance with the applicable Bidding Laws of the PRC and
according to the internal bidding practice and policy of the
Group; various departments including the Group’s marketing
department, finance department and technology department
will work in collaboration in the bidding process and in process
management. During the process, the bidding quotations will
be determined after taking into consideration factors such
as product costs, investments costs for required R&D, tender
quantities and relevant requirements as per tender documents,
and follow-up on the tender process and results. The Group
will be formally notified upon winning the bid, and the Group
will sell the products to the counterparty at the winning
bid price. Therefore, the bidding price will be determined in
accordance with the due bidding process and on a fair and
open basis.

(i)  Implementation of the prevailing market prices, i.e.
consideration and terms offered by individual customer
to the Group shall be no less favourable than those terms
offered by independent third party customers for provision of
similar products and services in its ordinary and usual course
of business. Enquiry process will be conducted by making
reference to at least two other contemporaneous transactions
with unrelated third parties for similar products and services
to determine if the consideration and terms offered by the
counterparty are on normal commercial terms and are fair and
reasonable and comparable to those offered by independent
third parties.

If the bidding prices are adopted, bidding quotations will be
determined after taking into consideration factors such as product
costs, investments costs for required R&D, tender quantities and
relevant requirements as per tender documents.

In the process, the Group has no assurance whether or not to get
the bid but would in any event make reference to the historical
prices and pricing trends of the relevant products to ensure that the
bidding price offered to individual customer would be on normal
commercial terms or better and would be fair and reasonable to the
Group and its Shareholders as a whole.
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Other Information

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2020, 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), which are required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which the
Directors and chief executives are taken or deemed to have under
such provisions of the SFO) or which are required to be and are
recorded in the register maintained by the Company under Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code were as follows:
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Long position in ordinary shares of the Company AR zEBRER
Number Percentage
of issued of the issued
Name of Director(s) Capacity Shares held share capital
BEERT hHE &7
EEnA &4 gk 4=| RABDL
CHU Lam Yiu Held through controlled corporations Mot 2,293,408,900 73.79%

RIREE FHRZEH A BFAE WS

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 June 2020, the Company is not
aware of any of the Directors or 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.

MizE: AR 7A]22,293,408,900/% ¥ @ W& b 5 5l
FHMogul Enterprises Limited, Resourceful
Link International Limited, Power Nation
International Limited, Jumbo Elite Limited,
Raise Sino Investments Limited#Real Elite
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Other Information (cont'd)

SHARE OPTION SCHEME

Pursuant to a share option scheme (the “Share Option Scheme”)
adopted on 9 August 2016 (“Adoption Date”), the 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 Company did not grant any share options under the
Share Option Scheme during the Reporting Period. As at 30 June
2020, the share options granted by the Company pursuant to the
Share Option Scheme which were valid and outstanding amounted
to 11,000,000.

Details of share options granted, exercised, cancelled or lapsed
(where applicable) during the Reporting Period under the Share
Option Scheme are set out as follows:

H &R @

i I ST 2

BEARRD T NR20165FE8H9R ([HEMA B #]) £
ME—IEE AT ([FEARERTE)) - BARE
A EEMBHETFERAR(AIRATRLL) -
RARRHERHAT EBIZBREFERLE
fa] B8 B #E - 702020F 6 A30R8 © AR BRI B
PR AT B3R A0 A B R AR B 1T B B IR
# B4 #£11,000,0008% -

RBEMA - RIFEREFT SR 176 =
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Number of Share Options
BREHR
Granted Exercised  Cancelled/
Balanceasat  duringthe  during the lapsed during Balance as at
Exercise 1January  Reporting  Reporting the Reporting 30 June
Grantee Grant Date Price Exercisable Period 2020 Period Period Period 2020
R2020% 20208
1818 REHR Redn REHn 6A30R
ERA RYAH e AfTEAH &t i e HE/XX g8
HKD
il
Other Participants 6 May 2019 3.708 5/11/2019-30/6/2020 (Both days inclusive) 5,500,000 - - - 5,500,000
Hftg8E% 201955768 (EEMBBRER)
6 May 2019 3.708 5/5/2020-30/6/2020 (Both days inclusive) 5,500,000 - - - 5,500,000
2019%5A6H (EEMBBRER)
Total &3 11,000,000 - - - 11,000,000

Note: All outstanding share options granted under the Share Option Scheme
lapsed on 1 July 2020.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than disclosed in Note 13 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.
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Other Information (cont'd)

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

Save as disclosed, the Company is not aware of any other person
(other than the interests disclosed in the section headed “Directors’
interests in shares, underlying shares and debentures”) who has any
interests or short positions in 5% or more of the issued share capital
of the Company as recorded in the register required to be kept by
the Company pursuant to Section 336 of the SFO.

DISCLOSURE UNDER RULE 13.21 OF THE LISTING
RULES

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 five 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.
Pursuant to the facility agreement, Ms. CHU Lam Yiu, the ultimate
beneficial controlling shareholder of the Company, has undertaken
to the Lender that she shall, directly or indirectly, maintain her
controlling stake in the Company throughout the life 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.

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 advisor 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.
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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, Chairlady 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.

Environmental, Social and Governance Reporting

The Environmental, Social and Governance (“ESG") Report which
contains our ESG information for 2019 and the requirements
under the ESG Reporting Guidelines of the Listing Rules had been
published by the Company on websites of the 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 27 March
2020 (being the date of approval of the Company’s 2019 Annual
Report) and 21 August 2020 (being the date of approval of this
report) are set out below:

1. Mr. LAM Ka Yu was appointed as a director of Huabao Flavours
(shares of which are listed on the ChiNext of Shenzhen Stock
Exchange) with effect from 17 April 2020;
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2. Mr. Jonathan Jun YAN was appointed as an independent
non-executive director of China Shandong Hi-Speed Financial
Group Limited (shares of which are listed on the Stock
Exchange) with effect from 14 May 2020; and he ceased to
act as an independent director of Beijing Shuzhi Technology
Co. Ltd. (shares of which are listed on the Shenzhen Stock
Exchange) with effect from 20 May 2020;

3. Mr. XIA Ligun was appointed as President of the Company
with effect from 30 June 2020;

4.  Ms. MA Yunyan was appointed as a member of the First
ChiNext Listing Committee of the Shenzhen Stock Exchange
with effect from 30 June 2020; and

5.  Mr. POON Chiu Kwok ceased to act as an independent
non-executive director of TUS International Limited (shares of
which are listed on the Stock Exchange) with effect from 17
July 2020.

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 June 2020.

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 the short-term dividend returns and long-term
development of the Group 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 and capital expenditure
to implement the development strategy, the Group will distribute
surplus funds to Shareholders and reward their support for the
Group.
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In the first half year of 2020, worldwide economic activities were
stagnant and showed nothing but gloomy prospects. Market
demands decreased significantly and business operating environment
became unstable. In order to maintain a stable financial condition,
boost operational efficiency, and increase working capital reserves
to tackle the economic recession as well as sustain the Group’s
normal operation and competitiveness, the Board decided to amend
the Company’s dividend policy after discreet consideration. If the
Company pays dividends, the dividend payout ratio will be adjusted
from “50% or above of the profit attributable to the equity holders
of the Company for the whole year” to “30% or above of the profit
attributable to the equity holders of the Company for the whole
year”. The change in dividend policy will accordingly affect the
dividend (if any) to be payable by the Company for the year ended
31 December 2020 and onwards.

The impairment of goodwill for the CGU of Jiahao affected the
Group’s earnings. The adjusted basic earnings per Share (excluding
Jiahao's impairment of goodwill) is RMB14.48 cents. In addition,
as the impairment of goodwill is a non-cash item, it does not have
an impact on the Group's cash flows and operations. The Board
has decided not to declare any interim dividend for the six months
ended 30 June 2020. However, to reward Shareholders for their
support for the Company, the Board has nevertheless resolved to
declare a special dividend of HK6.0 cents per Share in cash for the
six months ended 30 June 2020 (six months ended 30 June 2019:
interim dividend of HK8.8 cents per Share and no special dividend),
representing approximately 37.8% of the adjusted earnings per
Share of RMB14.48 cents. The special dividend is expected to be paid
on or about 9 October 2020 to Shareholders whose names appear
on the register of members of the Company on 18 September 2020.

In order to determine Shareholders who qualify for the special
dividend, the register of members of the Company will be closed
from 16 September 2020 to 18 September 2020, 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
54, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later
than 4:30 p.m. on 15 September 2020.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the six months ended 30 June 2020, neither the Company
nor any of its subsidiaries 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 June
2020 and up to the date of this report as required under the Listing
Rules.

AUDIT COMMITTEE

The Board has formed an Audit Committee in accordance with the
Listing Rules to fulfill the functions of reviewing and monitoring
the financial reporting procedure and internal control of the
Company. The Audit Committee members currently comprise
all of the INEDs of the Company, namely Mr. LEE Luk Shiu (the
Chairman of Audit Committee), Ms. MA Yunyan, Mr. WU Chi Keung
and Mr. Jonathan Jun YAN. The Audit Committee and the Board
have reviewed and approved the Group’s unaudited condensed
consolidated interim financial information for the six months ended
30 June 2020. The Group’s unaudited condensed consolidated
interim financial information has 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
Chairlady and CEO

Hong Kong, 21 August 2020
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TO THE BOARD OF DIRECTORS OF HUABAO INTERNATIONAL
HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

We have reviewed the interim financial information set out on pages
40 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
June 2020 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.

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, 21 August 2020
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(All amounts in RMB thousands unless otherwise stated)

Assets

Non-current assets

Property, plant and equipment
Right-of-use assets

Intangible assets

Investments in associates

Investment in a jointly controlled entity

Financial assets at fair value through
other comprehensive income

Financial assets at fair value through
profit or loss

Deferred income tax assets

Other non-current assets

Total non-current assets

Current assets

Inventories

Trade and other receivables

Financial assets at fair value through
profit or loss

Short-term time deposits

Cash and cash equivalents

Assets classified as held for sale

Total current assets

Total assets

BE

HRBEE

MR - s R
EREEE

BVEE
REERRZRE
REARZEHERBZKE
NanBEFEAES
AR EERE
TREE
RanBEFEAEE
AABREZERMEE
EEFTEHEE
HtIERBEE

RIERBEE

REBEE

ZEA

B 5 M H AL R U KIR
RanBEFEAES
AABRSEZERMEE
2 A B 17 X

Be MRS FEY

FIEHEEE

BB EE

MEE

(B =BHEAEIN -

Note
B 7

ul

10

11

A AAREFTIIR)

As at

30 June
2020
20205
6AH30H
Unaudited
RBEX

1,392,052
306,526
6,271,121
369,801
9,322

161,990
65,451

138,315
812

8,715,390
868,794
1,250,041
396,402
1,980,050

3,874,305

8,369,592
11,582

8,381,174

17,096,564

As at

31 December
2019
20194
12H31H
Audited
KRz

1,391,118
260,560
6,807,495
385,881
3,313

161,905
58,304

135,257
15,606

9,219,439

931,385
1,322,626

768,111

2,334,294
3,387,780

8,744,196

8,744,196

17,963,635



(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)

As at As at
30 June 31 December
2020 2019
720204 R20194F
6H30H 12H31H
Note Unaudited Audited
B 7 REEZX A%
Equity Em
Capital and reserves attributable to ZAAFEZFTEABERE
the Company’s equity holders Ri#E
Share capital A& 7 12 318,636 318,636
Reserves & 14 2,526,720 2,540,529
Retained earnings IREE & H 8,634,677 8,969,048
11,480,033 11,828,213
Non-controlling interests eI REE 1,650,507 1,771,260
Total equity R 13,130,540 13,599,473
Liabilities =i
Non-current liabilities FERBEE
Borrowings B 15 1,983,788 2,310,474
Lease liabilities HEBE 105,050 60,135
Deferred income tax liabilities ELEFTSHARE 9 160,047 205,736
Trade and other payables B 5 N H A e~ A 16 800 800
Total non-current liabilities BIERBAE 2,249,685 2,577,145
Current liabilities REBAE
Borrowings B 15 873,110 688,302
Lease liabilities HEARRE 31,460 22,448
Trade and other payables B 5Nk E e FRIE 16 550,654 666,864
Current income tax liabilities EHEHRAaE 168,231 236,514
Contract liabilities sRABE 92,884 172,889
Total current liabilities FEpEIN=E = 1,716,339 1,787,017
Total liabilities HweE 3,966,024 4,364,162
Total equity and liabilities BEZRERE 17,096,564 17,963,635

The above condensed consolidated statement of financial position & it £ B8 45 & B 75 4k 07 35 FE B2 48 FE B 33 — 61 B9
should be read in conjunction with the accompanying notes. ]

==
=



(All amounts in RMB thousands unless otherwise stated)

Revenue
Cost of goods sold

Gross profit

Other income and other gains — net
Selling and marketing expenses
Administrative expenses

Impairment of goodwill

Net impairment losses on financial assets

Operating profit

Finance income
Finance costs

Finance income/(costs)— net

Share of results of associates and
a jointly controlled entity

Profit before income tax

Income tax expense
Profit for the period

Attributable to:
Equity holders of the Company
Non-controlling interests

(Losses)/earnings per share for profit
attributable to the Company’s
equity holders for the period
Basic and diluted

The above condensed consolidated income statement should be read

(BRRAEEPEEN  FFAESEHUAARETTIIR)
Unaudited
RBER
For the six months ended
30 June
HZH6A308 1L XEA
Note 2020 2019
B 3E 20204 20194
BER 6 1,715,710 2,069,317
SHE KA (627,010) (758,856)
EA 1,088,700 1,310,461
H AU A K H b zs — 558 17 149,935 106,582
HERTIGHEERS (161,248) (187,160)
THEA (390,920) (416,160)
EESNEEE 7 (495,498) =
cRMEEREBEEBIFR (5,191) (7,625)
BEREF 185,778 806,098
8 75U A 82,158 96,591
B & A AN (79,480) (99,775)
FEUA S (REKAR) —F58 2,678 (3,184)
FEAG B2 A A) K 2K B 42
B ZEE 14,890 2,376
R %t A0 2 7 203,346 805,290
Frig st 19 (137,154) (196,117)
BB 66,192 609,173
FEAh -
KA ERFTEA (45,434) 480,289
FEE ) 1 25 111,626 128,884
66,192 609,173
REEAATERITEA
EHER (BE) 2R RMB cents RMB cents
ARED ARES
EARK#E 20 (1.46) 15.45

Lt R R AR S U 2R e SR AR R P X — GF B AE -

in conjunction with the accompanying notes.



(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)
Unaudited
RCEZ
For the six months ended
30 June
BZ6A308 L&A
2020 2019
2020%F 2019%F
Profit for the period AEAE 2R 66,192 609,173
Other comprehensive income: Hih 2 mEU % -
Items that will not be reclassified to TR EF 7 E B IE H
profit or loss
Fair value changes of equity investments NAREBEFEEEZEHA
at fair value through other EmerHElm s EmiREr
comprehensive income, net of tax BRtiE AR BEZD (1,669) (8,476)
Currency translation differences of the RRRIREFEBINEBZ
Company and its non-foreign operations EBREERS (37,981) -
Items that may be reclassified to A B IEE B b EH
profit or loss
Currency translation differences of BN BB
foreign operations (1,603) 10,070
Other comprehensive (loss)/income FHERBREEMEE
for the period, net of tax (E518) W= (41,253) 1,594
Total comprehensive income for AHERBREZEKRSEAE
the period, net of tax 24,939 610,767
Total comprehensive (loss)/income 2 (EBR) WS HE:
attributable to:
Equity holders of the Company RATEERITEBA (86,678) 481,883
Non-controlling interests JEIZE Il M A 111,617 128,884
24,939 610,767

The above condensed consolidated statement of comprehensive | it 8§ B 45 & 2 8 Uk 25 35 JiE B2 48 FE i 3% — GE B
income should be read in conjunction with the accompanying notes. o



(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)

Unaudited
REEY
Attributable to equity holders of the Company
RRAEEREARE
Non-
Share Retained Controlling Total
Capital ~ Reserves  earnings Total interests equity

Bx e REEA ac FEGIMER 48R

Balance at 1 January 2019 R2019E1518 318,647 2,571,885 8,861,582 | 11,752,114 1,990,737 13,742,851
Total comprehensive income for BZ2019F6A30R L~ A

the six months ended 30 June 2019 HEEREAE - 1594 480,289 | 481,883 128,884 610,767
Transactions with owners in their BARREEANRS

capacity as owners:
Dividends paid to non-controlling interests 3161 i 25 S B RS, = = = - (478,607) (478,607)
Final and special dividends for the nine MRES HEZE2018%12A318

months ended 31 December 2018 IENERZBRRERIRE

paid to shareholders - - (756,818) |  (756,818) - (756,818)
Appropriations from net profit B 4 B - 708 (708) - - -
Capital injection from non-controlling FEHMERTE

interests - - - - 3,024 3,024
Cancellation of repurchased shares FHEEE 2R (1) 11 - - - -
Share-based payment - value of R BERMZ N B

consultancy service R%EE = 777 = 777 = 777
Forfeiture of unclaimed dividends RRARERE - - 28 28 = 28
Total transactions with owners HEEARZHAE 1) 1496  (757,498) | (756,013)  (475,583) (1,231,596)
Balance at 30 June 2019 120196 A30H 318,636 2,574,975 8,584,373 | 11,477,984 1,644,038 13,122,022
Balance at 1 January 2020 R2020£1518 318,636 2,540,529 8,969,048 | 11,828,213 1,771,260 13,599,473
Total comprehensive (loss)/income for ~ #Z202056830A 1L /<8 A

the six months ended 30 June 2020 W2E(B8)/ hEaE - (41204)  (45434) |  (86,678) 111617 24,939
Transactions with owners in their BARREBANRS

capacity as owners:
Dividends payable to non-controlling RIS E R AR 8

interests - - - - (9,186) (9,186)
Dividends paid to non-controlling interests [ 3EHR 41 1 HE 25 % (YRR & - - - - (237,233)  (237,233)
Final dividends for the year ended AREZFEZ20198128318

31 December 2019 paid to shareholders £ KK E - - (285887) | (285,887) - (285,887)
Appropriations from net profit B AR & - 3,050 (3,050) - - -
Disposal of a subsidiary MENE A - - - - 209 209
Changes in ownership interests in BEMBAR EERER

a subsidiary without change of control AR - 24,287 - 24,287 11,003 35,290
Capital injection from non-controlling FEHMERTE

interests - - - - 2,837 2,837
Share-based payment- value of R BERMZ N -EH

consultancy service h%EE - 98 - 98 - 98
Total transactions with owners HEEARGHE - 27,435  (288,937) | (261,502)  (232,370) (493,872)
Balance at 30 June 2020 7202056308 318,636 2526720 8,634,677 11,480,033 1,650,507 13,130,540

The above condensed consolidated statement of changes in equity |-y 65 B8 4= & # 25 5 ) 3= /2 B AR JE P 3F — (08
should be read in conjunction with the accompanying notes. &

FI=



(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)

Unaudited
REERZ
For the six months ended
30 June
BZ6A30AL~EA
2020 2019
2020 20195
Cash flows from operating activities RETH HERE
Cash generated from operations EEEEZRSE 721,708 661,133
Income tax paid BRAET (254,188) (363,033)
Net cash generated from operating activities EETHEECRSFE 467,520 298,100
Cash flows from investing activities RETBNEERE
Acquisition of a subsidiary WeEE KB A A (154) -
Proceeds from disposal of subsidiaries ﬁ’% W%Q a5 308 80 -
Refund of termination of the additional capital injection Rk #2 & & N )R O 3
into an associate 14,560 =
Purchases of financial assets at fair value BANAREENER
through other comprehensive income FFAEMBERE 2 S - (23,142)
Purchases of financial assets at fair value BANAAEEFEER
through profit or loss AABRZEREE (512,000) (200,000)
Proceeds from disposals of financial assets HEUNAREBEFEER
at fair value through profit or loss FABRZEREE 878,729 318,070
Purchases of property, plant and equipment, BAME BBEREE
and intangible assets B EAE (83,668) (177,703)
Proceeds from disposal of property, plant and equipment  H&E#E ERELXER
and intangible assets B EEMSHE 5,754 5,465
Short-term time deposits placed 7 N\ 52 B 2 3T 50 (1,157,540) (911,784)
Short-term time deposits released REUESTEHER 1,511,784 1,209,500
Dividend received Bk S 9,114 10,485
Interest received B HF 8 74,574 103,927
Net cash generated from investing activities RETHELEZRSRE 741,233 334,818
Cash flows from financing activities METHNRERE
Final dividend for the year ended ARERESMEZE2019F12A318 1k
31 December 2019 paid to shareholders FE 7RSS (285,887) -
Interim dividend for the six months ended AR N E 220 8¢9H3OH IS
30 September 2018 paid to shareholders ~ME A HﬁFaEJZ':F HRE - (275,620)
Final and special dividend for the nine months ended MR 8 22018%12 4318
31 December 2018 paid to shareholders ENE A EIfE 2 IR &
55 Il R 2 - (756,818)
Dividends paid to non-controlling interests A ZEFE MR 25 S TR (238,451) (478,607)
Proceeds from changes in ownership interests in BB D A B
a subsidiary without change of control ﬁﬁ$ﬁ&§<?§%‘ﬁé2ﬁﬂ—%%ﬂ 35,290 -
Capital injection from non-controlling interests sl R T E 2GR 2,837 3,024
New bank borrowings raised HIZRITER 466,629 625,787
Repayment of bank borrowings BERTER (618,750) (627,395)
Principal elements of lease payments SNEENRZAS D (11,233) (9,651)
Interest elements of lease payments SHHERK 2B H (2,325) (1,524)
Interest paid related to bank borrowings HBIRITERRHEMER 2
and others BERFE (80,044) (95,689)
Net cash used in financing activities METBRAZREFEE (731,934) (1,616,493)
Net increase/(decrease) in cash and BeRASEEYEM (HD)
cash equivalents R ] 476,819 (983,575)
Cash and cash equivalents at the beginning of PNz BeRREEEY
the period 3,387,780 5,535,601
Effects of currency translation on cash and EM?@S&TL@%&E&$¥
cash equivalents BYaY 9,706 17,698
Cash and cash equivalents at the end of HRZRERAELEEY
the period 3,874,305 4,569,724

The above condensed consolidated cash flow statement should be |t f§ 8 434 IR & 7k & 7 JE B340 FE B 3T — G )
read in conjunction with the accompanying notes. % o
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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 Chairlady of the Board of Directors, holds approximately
74% beneficial equity interest in the Company as at 30 June
2020.

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 21 August 2020.

This condensed consolidated interim financial information has
been reviewed and has not been audited.
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Huabao International Holdings Limited 22 BEZAE AR A A)

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

(All amounts in RMB thousands unless otherwise stated)

2.

BASIS OF PREPARATION

This condensed consolidated interim financial information
for the six months ended 30 June 2020 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 December 2019 which have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS").

ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the
year ended 31 December 2019, as described in those financial
statements.

(@) New and amended standards adopted by the
Group

A number of new or amended standards became
applicable for the current reporting period. The Group
did not have to change its accounting policies or make
retrospective adjustments as a result of adopting these
standards.

A AR S

Interim Report 2020 # Hi#f &
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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)

fEAAR S H B I B R &

(BRAAEAEIN  AESBRHUAARETTIIR)

3. BETHEE

(b) Impact of standards issued but not yet applied

by the Group

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

AR E

have not been early adopted by the Group: {BET -

(b) ERXMEMEKREARIEE X

AEBYERERAATERME
15 R A 2 37 22 Bl K 1 30 B 2RIl By

Effective for

the financial

year beginning

on or after

RT3 E 8%

ZERBEN

FEHBEER

Amendments to HKFRS 16 Covid-19-related Rent Concessions 1 June 2020
BB HRELERFE165EE] A KRS A — AR &R 20206 A 1H
HKFRS 17 Insurance contract 1 January 2021
BRI mEERNFE175] Rz &R 20211718

Amendments to HKFRS 1, HKFRS 9,

HKFRS 16 and HKAS 41

BEMBHRSEAFE 1R - FEMK
ERERAIFES - BAMBHREER
F16E BB G ERFE4RER]

Amendments to HKFRS 3
BB RE LEREIRIEE]
Amendments to HKAS 16

BB ERE165RIEET
Amendments to HKAS 37

BASEEAFEI7TRIEST
Amendments to HKAS 1

BAGIERE1RIERT

Amendments to HKFRS 10 and
HKAS 28

BEMBHREERFE109E &
BB ERF285REET

The management is in the process of making an
assessment of the impact of the above new and
revised standards, amendments and interpretations to

Annual Improvements to HKFRS Standards
2018 to 2020

BRI REER2018F E2020F AH 2
FEUE

Reference to the conceptual framework

2EGOER

Property, Plant and Equipment- proceeds
before intended use

M - W RERE BT REATN G HIE

Onerous Contracts — Cost of Fulfilling a
Contract

BEAHN-—BITAaHNZKAE

Classification of liabilities as current or
non-current

BESEARBKLIERD

Sale or contribution of assets between an

1 January 2022
2022451 A1H
1 January 2022
202241 1R

1 January 2022

2022F1 A1 H
1 January 2022

202241 1R
1 January 2023

2023F1H1H
To be determined

investor and its associates or joint ventures
KEEHABRE ARG ELELHANEE 7€
HERHEE
EREEAETHNA LG &E®K
ZER AT REREAEEANDRE
HAEBEGEEVBREROTE -

existing standards on the Group’s consolidated financial

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

(All amounts in RMB thousands unless otherwise stated)

4.

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 those described in note 7(a), 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
December 2019.

FINANCIAL RISK MANAGEMENT
5.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange risk, cash
flow and fair value 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 December 2019. There have been no changes
in the risk management policies since 31 December
2019.

5.2 Liquidity risk

The Group’s net debt is calculated as total borrowings
(including current and non-current borrowings) less
cash and cash equivalents. No debt-to-equity ratio is
presented as the Group had net cash surplus as at 30
June 2020 and 31 December 2019.

Interim Report 2020 # i 2

& B 4R & R H B 7% B R R R

(BRAAEAEIN  AESBRHUAARETTIIR)

4.

&t
RETHYBENEREEEHFES
ABRENERNAREEENABAR
W R BURRAE 1 - A AIRER - B
BRIGEBFMEHETTE -

TRELEEHEETHTBEANR
BT M7 EREREAEE
G AT B B 1R A B K ) BT AN (BT T 1R
TE MR B SRPRR - B22019F12H31H 1
FEZHREVBmMERMERANER -

B 7% L Bp B 12

5.1 MBREREZE
AEBEWESEYZRMBEEAR
miZER (ERENERR RER
EMAREBEZFNERERRERR
) - EERRLTRBERR -

BHRGETR RV BERTRBEF
EUBRERAENMETBRARE
BEEMEE  WHBHEHREE
BRORKEBE £2019F 128318 1t
FENFEYBRR —HHEE- B
2019F12A31H AR - BB E RN
FWEEREE -

5.2 HREMER
B FEABER (BREABDRIER
BEF)REREERESEEY - A
R AL EN2020F6 8308 %2019
F1I2A3MBHBAFHRSEEG K
E2YERFE -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT (continued)
5.3 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).

B AR & P 5 B 3% B R A o)

(BSAHEREIN  FASEIAARETFLIIR)
5. MBEERER (&)

5.3

DA EEME
ATHUAARBEFENSRTA
ETOR DREBEEAABEER
FREAGEXDHNRIEE - TH
BROTEENT :

s HMABEXRBHEIEMEH
HBECRKEARB) (F—F) -

e BRTIE-—EMEENHEIN -
ZEEMABENABERNEM
WA AREZ (B ER)
sk (AREER)(F2E) -

s EBENMEBBYFKEABEM
SEENBA (NFEATEREEH
MN(E=FE) -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)
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(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)
5. FINANCIAL RISK MANAGEMENT (continued) 5. MEBRER (&)

5.3 Fair value estimation (continued)

The table presents the Group's financial assets measured
and recognised at fair value at 30 June 2020 and 31

5.3 AREEMGE (&)

TRV RAEER2020566 A30H
K20195% 128318 AL BEFE

December 2019: LR EE
Level 1 Level 2 Level 3 Total
- S-E =8B st
At 30 June 2020 720206 H30H
Financial assets at fair value NAREEFEEEES)
through profit or loss (“FVPL") STABRZEMEE
— Listed equity investments —FmEREE 25,579 - - 25,579
— Wealth management products — Bt = & E & - - 370,823 370,823
— Unlisted equity investment —JELEMERKRE - - 65,451 65,451
Financial assets at fair value NAREEFEEEES)
through other comprehensive FFAREMEERE 2
income (“FVOCI") TREE
— Unlisted equity investments —RPBEHIE TR
in the PRC ®E - - 49,095 49,095
— Unlisted overseas equity — RGN IE E TR R
investments ®E - - 112,895 112,895
25,579 - 598,264 623,843
Level T Level 2 Level 3 Total
T F-E F=FE 5+
At 31 December 2019 7A2019%12H31H
Financial assets at FVPL AR EBEF=EHEZS
FFABEZSREE
— Listed equity investments — FTREREE 41,920 - - 41,920
— Wealth management products - EEEEL = - 726,191 726,191
— Unlisted equity investment —FLEmRERKRE - - 58,304 58,304
Financial assets at FVOCI NAREEFEZEEAES)
FFAEMEERE
— Unlisted equity investments — R B IE FRER
in the PRC o5 - — 49,095 49,095
— Unlisted overseas equity —FEANE IE E T RERS
investments e - - 112,810 112,810
41,920 — 946,400 988,320
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT (continued)
5.3 Fair value estimation (continued)

There were no transfers of financial assets between level
1, level 2 and level 3 fair value hierarchy classifications
for the six months ended 30 June 2020. There are no
other financial instruments that were measured at fair
value as at 30 June 2020 and 31 December 2019.

The financial assets of level 1 within the fair value
hierarchy as at 30 June 2020 and 31 December
2019 were the listed equity investments included in
financial assets at FVPL. The fair value of these financial
instruments traded in active markets is based on quoted
market prices at the reporting date. A market is regarded
as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market
transactions on an arm’s length basis. The quoted market
price used for financial assets of level 1 held by the
Group is the current bid price.

fEAAR S H B I B R &

(BSAHEREIN  FASEIAARETFLIIR)
MEEREE ()

5.

5.3

D REEMAE (&)

H =20206F6 8308 E/<1@A - #
BEMEERE—EB F_EBNE
—EREERzEEAREL - R
202046 A308 K%2019412 A 31
B TEEGMERTEDEAAE
Bt E -

720206 A30H K2019412A31
H 2hBEEATHNE —ELH
BERGTANAABEGZAHE
it AEHETNERMEERN £
MESZKRE - EEZBMERRIHH
ELEESMTANAABEENES
BETISME - MBATAMZ Z T
ROY5BEKLLEAN  THEARBZ TER
BREERBEERESTH®RE
At miZHERAEERN WA
EEERRETBEIRSZER LN
ERMEHBENTMBERS - A&
EREnNE—EZomEEMFRANM
BRERBEMEANE °
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(BRAAEAEIN  AESBRHUAARETTIIR)

(All amounts in RMB thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT (continued) 5. HKERERE (&)
54 FREATFTAEEGANDARE

5.4 Fair value measurements using significant

unobservable inputs (Level 3)

The financial assets of level 3 within the fair value
hierarchy as at 30 June 2020 and 31 December 2019
were financial assets at FVOCI and financial assets at
FVPL. The following table presents the changes of the
Group's financial assets of level 3 within the fair value
hierarchy for the six months ended 30 June 2020:

BB (E=8)
720206 A30H %2019 12 A31
B AABEBRTHNE=-EEH

AHME2HEKZINSEEEMAR
ABEENFEFAEHESZNERE
Eo TRINLTAEBEEZE2020F

6HA30R L ANBAANAAEBEER
TE-ETREENE

Unlisted Wealth
equity management
investment products Total
¥ BME
ERiRE EEEM HEt
At 1 January 2020 120201818 220,209 726,191 946,400
Additions NE - 512,000 512,000
Disposals HE - (878,556) (878,556)
Fair value change recognised in 73 H fth 2 H Ut a5 AP FE SR B
other comprehensive income A% BEE (1,669) - (1,669)
Fair value change recognised in 3 ftb Yt A 0 EL 4 i 25
other income and other gain ~ —F %A
- net RREBEED 7,138 11,188 18,326
Currency translation differences &5 # & =48 1,763 - 1,763
At 30 June 2020 ®202056A30H 227,441 370,823 598,264

Asset-based approach, market approach and equity
allocation model are adopted in valuation the financial
assets of level 3. There were no changes in valuation
techniques for the six months ended 30 June 2020.

The expected return rates used in determining the
fair value of the wealth management products of
RMB370,823,000 as at 30 June 2020 were between
3.1% to 4.5% (31 December 2019: 1.4% to 4.5%). The
fair value of one of the unlisted equity investments in
urban management sector is based on market approach
and equity allocation model with unobservable inputs
such as price to earning ratio, dividend yield and risk-free
rate. The fair value of other unlisted equity investments
is based on asset-based approach with no quantitative
unobservable inputs developed.

F_EcREENHERBEES
MG EMER D EER - 5 F2020
F6H308 1E N A & E H T & 2%
B (L o

R2020F6 A0 EEEE R
NAEEAAR370,823,0007T
MAREEEARBEMNEHKES
EIE31%=4.5% 2 (20196124
318 : 1.4%F4.5% 2 ) » B —
HIFELMEREREDNERE—WTE
BIE HARBEERMSHEM
EEOBEEL W EA R EHED
WA AE - RE WS EMNE
BEFE - HM3ELEMERKED
AAEBEEDEREEEL WERE
LBy A AT B 2R o A PR (& 5T ©
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT (continued)
5.5 Group's valuation processes

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

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

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

B AR & P 5 B 3% B R A o)

(BSAHEREIN  FASEIAARETFLIIR)
MBEERER (&)

5.

5.5

5.6

AEENMEEBRRE

AEE 2P BHREE @A &
ARV EREEENTHEREE
MitE BEREBF=-EIAEE-"
BB R R MG AEE (TR 548
EDE®R MBAERFGENAT
BASE 2 REBRANEGFFELT
—RImAEERRELER -

RBERITENESREERE
BzAREE
RBHRAGFENETREEMAE
MRARBEEDEEEKE@ERS -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6.

TURNOVER AND SEGMENT INFORMATION

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.

The Executive Directors assess the performance of the
operating segments based on a measure of operating profit.

Interim Report 2020 # i 2
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(B =BHEAEIN -

A AAREFTIIR)

6. EXBERTHEH

AEENREDREOETEZE N -

B

AR

BRE R

Bk o

ITZRERRERERATES (T8
Ex)) HTESENAKEN AR
SUAFERALROEER EEERR
BEREORELED L ©

HITEENRELRDAEZEEB R
BER ERRM  BERHMEARM D
BEBRR -

(1)

(4)

EREGCEEME LEREESR
fREm e

EREAXEEREME L£ENRHE
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)
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6.

TURNOVER AND SEGMENT INFORMATION

(continued)

The segment information for the six months ended 30 June

2020 is presented below:

Interim Report 2020 # #i5R &

=]

B AR & P 5 B 3% B R A o)

(Br=BEAEIN

6. EXBERITHER(F)

E25mT

Unaudited
REEY

For the six months ended 30 June 2020

B Z202066A308 LAMEA

BB AARETTIIR)

H E2020F6 A308 1L/~ A A B 2B & K

Flavours  Tobacco Aroma
and raw raw
fragrances materials materials Condiment Others Total
ER EREM ERH Ak 2t @t
Total revenue BEEE 935,649 309,718 305798 177,344 1,577 1,730,086
Inter-segment revenue NEEEER (4,519) (6,327) (3,530) - - (14,376)
Segment revenue - net PHEXBE R 931,130 303,391 302,268 177,344 1577 1,715,710
Segment result PEEE 581,880 115,140 38,818  (525,378)  (24,682) 185,778
Finance income B A 82,158
Finance costs BEKK (79,480)
Finance income - net HBBA— 358 2,678
Share of results of associates and ~ FE{5EE & A 7] | 3t {15 4
a jointly controlled entity BRIEE 14,890
Profit before income tax BRI AN 203,346
Income tax expense PG (137,154)
Profit for the period KA 66,192
Depreciation e 21,814 40,265 11,883 4,684 6,161 84,807
Amortisation B 805 5,109 7,782 36,844 141 50,681
Unaudited
KRB
As at 30 June 2020
#202056530A
Flavours  Tobacco Aroma
and raw raw
fragrances  materials materials Condiment Others Total
EF EARM ERA Eile Hit fst
Segment assets NHEE 7,718,414 2,874,605 1,002,658 4,601,708 899,179 17,096,564

Y
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Notes to the Condensed Consolidated AR E P B E R MR @
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)
6. TURNOVER AND SEGMENT INFORMATION 6. ZEHERITEHR(EFE)
(continued)
The segment information for the six months ended 30 June HZE2019F6 A30H IE/NE A Mo 28 E &
2019 is presented below: 25T :
Unaudited
REER

For the six months ended 30 June 2019
E 2201964308 L/~ fE A

Flavours  Tobacco Aroma
and raw raw
fragrances ~ materials  materials  Condiment Others Total

E BREM  BEN &S Eb @

Total revenue BEEE 976,060 366,925 363,054 376,141 206 2,082,386
Inter-segment revenue DEHEEEE (8,652) (816) (3,601) - - (13,069)
Segment revenue - net NREEE-FH 967,408 366,109 359,453 376,141 206 2,069,317
Segment result SHEE 581,089 132,068 63,573 103,695 (74,327) 806,098
Finance income B A 96,591
Finance costs BERA (99,775)
Finance cost - net BENE—FH (3,184)

Share of results of associates and ~ [E{EREES A A R EREHE
a jointly controlled entity BrEE 2,376
Profit before income tax B i A 2 R 805,290
Income tax expense FIEH (196,117)
Profit for the period AEEEF 609,173
Depreciation e 20,125 43,390 10,395 4,184 2,915 81,009
Amortisation B 644 5,098 8,325 36,809 120 50,996

Audited
KLER
As at 31 December 2019
12019%12A318
Flavours Tobacco Aroma
and raw raw

fragrances  materials  materials Condiment Others Total

% EREN  ERM &% At &3

]
Dk
e
i

Segment assets 8,420,755 3,029,563 957,280 5,277,279 278,758 17,963,635

JL—L' e
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6.

TURNOVER AND SEGMENT INFORMATION
(continued)

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

Segment assets consist primarily of property, plant and
equipment, right-of-use assets, intangible assets, investments
in associates, investment in a jointly controlled entity, financial
assets at FVPL and financial assets at FVOCI that are managed
by the Finance Department, deferred income tax assets, other
non-current assets, inventories, trade and other receivables,
short-term time deposits, cash and cash equivalents and assets
classified as held for sale. They exclude financial assets at
FVOCI and financial assets at FVPL that are managed by the
Investment Department and intersegment eliminations.

Non-current assets other than financial instruments and
deferred tax assets of the Group as at 30 June 2020 and 31
December 2019 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 June 2020 amounted
to 10.4% (for the six months ended 30 June 2019: 12.0%) of
the Group’s total revenue. These revenues are attributable to
flavours and fragrances segment.

A AR & 1

B 3% & B M ()

(BRAAEAEIN  AESBRHUAARETTIIR)

6.

EXRERDBER (F)

DHFEERARREDHZEN EPAL
BREBRADESH BEKAK - KK
A RBEBELRARAREGHERZ X
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BERMFBENIMcRAMAEREE
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DHEETRBRRDE BERKE
EREEE BVEE HBEARNK

B HAREZFHEEBNRE By B
BEZERAABEFEBEEHF AR
aMZEAABEAELEEHFAEM

PEBENEREE  BEECHMEREE
HiIERBEE - 75  EHMEMER
R EHERER BEMREFEDLR
KIFHEBEE EMIAEEHKREIM
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HZ2020F6 A308 (F7~ @ A HRE - kIR
RERIINFE—BFEFHKRAGEBRBRK
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Notes to the Condensed Consolidated

Interim Financial Information (cont'd)
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7. PROPERTY, PLANT AND EQUIPMENT AND

INTANGIBLE ASSETS

IR RAR]

Interim Report 2020 # #i5R &
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(B =BHEAEIN -

BB AARETTIIR)

7. ME BBERREBEREFEE

Unaudited
ABEH
Property,
plant
and
equipment Total
(excluding property, Other Total
construction  Construction plant and intangible  intangible
in progress)  inprogress  Equipment Goodwill assets assets
nE KER
R (Fe N BER 2 EREE
EEIR) ERIE Hfashst [k BVEE b
For the six months ended 30 June 2019 EZ20196830A Lt~ {8 B
At 1 January 2019 H201981818 1,029,327 215,242 1,244,569 5,867,509 1,032,488 6,899,997
Additions NE 26,809 149,921 176,730 - 973 973
Transfers &Y 124,093 (124,093) - - - -
Disposals e (6,795) = (6,795) = (558) (558)
Depreciation and amortisation NEREH (72,610) - (72,610) - (47,899) (47,899)
Currency translation differences REREEE (2,032) 12 (2,020) = = =
At 30 June 2019 R2019%6A30R 1,098,792 241,082 1,339,874 5,867,509 985,004 6,852,513
At 31 December 2019 R2019%12A31H
Cost WA 2,300,492 290,426 2,590,918 5,903,875 1,394,274 7,298,149
Accumulated depreciation, amortisation 2% - B KA
and impairment (1,199,800 - (1,199,800) (36,366) (454,288) (490,654)
Net book amount BEFE 1,100,692 290,426 1,391,118 5,867,509 939,986 6,807,495
For the six months ended 30 June 2020 & 22020F6A30R L AfA A
At 1 January 2020 R202051818 1,100,692 290,426 1,391,118 5,867,509 939,986 6,807,495
Additions RE 16,271 60,583 76,854 - 6,814 6,814
Transfers 44 65,049 (65,049) - - - -
Disposal of subsidiaries HENBAR (366) - (366) - (25) (25)
Other disposals HeE (6,075) - (6,075) - - -
Depreciation and amortisation nERES (68,738) - (68,738) - (47,665) (47,665)
Impairment of goodwill (note(a)) BERME () - - - (495,498) - (495,498)
Currency translation differences EEBEES (661) (80) (181) - - -
At 30 June 2020 202056430 1,106,172 285,880 1,392,052 5,372,011 899,110 6,271,121
At 30 June 2020 R2020%6A30H
Cost WA 2,337,946 285,880 2,623,826 5,903,875 1,401,063 7,304,938
Accumulated depreciation, amortisation  Z3t17% - BER(E
and impairment (1,231,774) - (1,231,774) (531,864) (501,953) |  (1,033,817)
Net book amount FHFHE 1,106,172 285,880 | 1,392,052 | 5372011 899,110 | 6,211,121
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7. PROPERTY, PLANT AND EQUIPMENT AND
INTANGIBLE ASSETS (continued)

(@) Goodwill impairment

Following the significant decrease in sales of the Group
due to the outbreak of Novel Coronavirus Pneumonia
Pandemic since the beginning of 2020, management
has recalculated the recoverable amounts of all
Cash-Generating Units (“CGU") as at 30 June 2020.
Other than an impairment loss of RMB495,498,000 for
the CGU of Jiahao Foodstuff Limited and its subsidiaries
("Jiahao Foodstuff”) recognised, which reduced the
carrying amount of the goodwill for this CGU from
RMB3,635,550,000 to RMB3,140,052,000, no additional
impairment loss was considered necessary for other
CGUs.

The recoverable amount of a CGU is determined based
on value in use calculations, consistent with the methods
used as at 31 December 2019. For details see note 9(a)
of the consolidated financial statements for the year
ended 31 December 2019. The following table sets out
the key assumptions for the CGUs where the impairment

fEAAR S H B I B R &

(BRRBIEBESN  FASBEHUAAREFTIIR)
7. MR HERRBERBLEE (&)

(a) AEREIE

720204 ¥ f1 1A 3 AL E ik m & i &
KiEBRBEEREEB 2 HEBM T
EREEFEMAFXBN20204F
6H30AMBScELEN ([BEE
B MAKESRE - BT EX
EmERARARENRBAR ([Zx
EmDMBRSELEEMER T RE
B548 A R #5495,498,0007T & 2 itk
ReELBENEERAERAR
#3,635,550,000L L E AR
3,140,052,000 40 » HRIR S E4E
B EEERRAERE -

BeELBNNARESERRE
FRHEAETEILHE2019F12H31H
FEAMNFE R - -FBEBEL2EHE
2019F12A3MB L FENEAE Y
] &M FE9(a) © T&R P H K20204F6
B30BEEFREFENBECEL

calculations were updated as at 30 June 2020: BUMEREBK
As at 30 June 2020 As at 31 December 2019
1420206 A30R 2019512318
Reconstituted Reconstituted
Flavours Tobacco Jiahao Flavours Tobacco Jiahao
Subgroup Leaves Foodstuff Others Subgroup Leaves Foodstuff Others
3 BREEE EERE i B BEEE AR ify
Forecast growth rate FHARE  30%~0.0%  0.4%-~6.6% -17.8%-47.0% -22.9%~860.0% 0.0%  04%-~54%  3.0%~29.3% -14.4%~690.4%
Terminal growth rate KEBEERE 0.0% 3.0% 30%  0.0%-~3.0% 0.0% 3.0% 30%  0.0%~3.0%
Budgeted gross profit B EH%E
margin 83.0% 55.3%~56.0% 58.7%~60.7%  30.0%~45.0% 83.0% 55.1%~56.1%  55.8%~62.7%  31.2%~44.9%
Pretax discount rate ~ AIAEAE 15.4% 15.3% 134%  15.4%-~224% 15.5% 15.4% 135%  15.5%~22.8%
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7. PROPERTY, PLANT AND EQUIPMENT AND 7. ME -KERZEREFEE (&)
INTANGIBLE ASSETS (continued)
(a) Goodwill impairment (continued) (a) BHERE(H&)
The recoverable amount of the CGU of Flavours EUTHRBRIES  ERELERN
Subgroup and CGU of Reconstituted Tobacco Leaves REEEBMR A E®ENEE
would equal its carrying amount if the key assumptions EEERNIESELS SN R IE
were to change as follows: SREGERNELREE :
As at 30 June 2020 As at 31 December 2019
2020568308 2019128318
Flavours Subgroup Reconstituted Tobacco Leaves Flavours Subgroup Reconstituted Tobacco Leaves
3 BERE Bk BEEE
From To From To From To from To
# 3 f g f S i 3
Forecast growth rate RiERR -3.0%~0.0% -59.8%~-56.8%  0.4%~6.6%  -4.6%~1.6% 0.0% -58.8% 04%-~54%  -3.1%~1.9%
Terminal growth rate*  KEFERR NA NA 3.0% 04% NA NA 3.0% 0.7%
Budgeted gross profit Tz EF|%
margin 83.0% 37.6%  55.3%~56.0%  50.9%~51.7% 83.0% 387% 55.1%~56.1%  51.9%~52.9%
Pre-tax discount rate RS 15.4% 78.7% 15.3% 17.1% 15.5% 82.6% 15.4% 16.7%
& The management have considered and assessed * 19 B 48 E IR BT Sk 4 4E 1
reasonably possible changes for terminal growth ERMAIBATL T - I B
rate and have not identified any other instances HHMB R A EE LK
that could cause the carrying amount of the CGU BIIE S E A BRI EEERIS
of Flavours Subgroup to exceed its recoverable HAalkE 448 -
amount.
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8.

INVESTMENTS IN ASSOCIATES

The Group has interests in five (31 December 2019: six)
individually immaterial associates as at 30 June 2020. The
following table analyses, in aggregate, the movements of
the carrying amount of the Group’s investments in these

EHRZRE T H

(B =BHEAEIN -

8.

B 75 B BB A o

BB AARETTIIR)

REBEQARZRE

M2020F6A30H ' AEBE R AE (2019
¢12ﬂ31E| D ED 37 3E 8 Bl & K B B

NABEEER - TRAEANEBRZEH
ERANBEERERZEHRE R F BN

associates, and its share of results of these associates. EENMATEEREEHHN O -
An analysis of the movements of equity investments in REERNRNERIREESHHOMOT
associates is as follows:
Unaudited
REBEX
For the six
months ended
Note 30 June 2020
HZE2020%
6H30H
Mt 1EAEA
At 1 January ®1A1H8 385,881
Share of results of associates iR RN 6,146
Dividends received B YR B (6,952)
Adjustment for transactions between ABRAEBREBERNRZRS
the Group and associates (942)
Assets classified as held for sale BIEHEEE 11 (14,332)
At 30 June R6H30H 369,801
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8. INVESTMENTS IN ASSOCIATES (continued) 8. REBEQNTZRE (&)
(a) As at 30 June 2020, the Group had interests in (a) M2020F6H30H ' "EBRUT
the following associates: BEARERRER
% of
Place of ownership
Name incorporation Interests  Principal activities
FrisEs
=r = AR 3L 3th Bh Bolkk FEEHR
Guizhou Huangguoshu Golden PRC 40.0%  Produce and sell reconstituted tobacco
Leaf Technology Co., Ltd. leaves
("Huangguoshu Golden
Leaf")
EMNERBEERMRERA & B HEEMEHERERE
A(EREeE])
Yunnan Hongta Blue Eagle PRC 25.1%  Manufacture and sales of cigarette
Paper Co., Ltd. (“Hongta paper and auxiliary products
Blue Eagle”)
EHAREBRERRAA A A EE AN SHE PS5 IE AR AR S B o
(TAIEEE )
Beijing Yunji WuyuTechnology PRC 20.0%  Provide software development service
Co., LTD and sale of self-developed software
and electronic products
I REEYMFRERD AR A RETGHERGENHEEBTTHEZ
NG BHEREFESR
Yunnan Ruisheng Tobacco PRC 6.72%  Research, develop, produce and sell
Technology Group Co., Ltd. flavours and additives
("Yunnan Ruisheng”) (i)
EminTEERMN (KB A A M - EEMEEBTRBER RRME
BRAR ([ErE D ()
Yunnan Nongken Gaoyuan PRC 30.0%  Purchase and sale of agricultural
Food Co., Ltd. products, coffee and tea raw
materials
THAERRARERAR Gk RBREREER W RERR
(i)  The Group has significant influence over Yunnan (i) AREEBBEERHANES
Ruisheng by representations on the board of ehLEFEFT HERAAEB
directors of this company. BERFET -
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Interim Report 2020 # Hi %R

DEFERRED INCOME TAX ASSETS/LIABILITIES

The movements in the deferred income tax are as follows:

+
=]

fEAAR S H B I B R &

(B =BHEAEIN -

BB AARETTIIR)

9. EEEHEE AE
BREFMEGHEDHNT :

Unaudited
REEY
Deferred income tax assets Deferred income tax liabilities
BEfEHEE BEFEHEE
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
SERLR
SERLT HEERD
BHEER BETHESR ARRHEH
EENSER REVEEN NREFEE
i KERER  TREER -4 it B2 ZREMEH @t
At 1 January 2019 R201951A1R 67,073 21,766 23,200 112,039 165,751 88,769 254,520
Recognised in the income RERRER
statement 19 1337 (8,290) 2,755 (4,198) (6,812) (71,369) (78,181)
Currency translation differences E##E%% - - - - 1 - 1
At 30 June 2019 R201956A30H 68,410 13,476 25,955 107,841 158,950 17,400 176,350
At 1 January 2020 R202051518 18,571 23,095 33,591 135,257 153,191 52,545 205,736
Recognised in the income NERKER
statement 19 (3,861) 1,413 5,506 3,058 (7,160) (38,529) (45,689)
At 30 June 2020 202056 A30R 74,710 24,508 39,097 138,315 146,031 14,016 160,047

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 reporting date.

Deferred income tax liabilities arose from the valuation surplus
of property, plant and equipment, right-of-use assets for land,
intangible assets and financial assets at 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.

SERNARHEEEMELENEEARARE
RENERSECHMEHEE HEH
NBEZEZRBSEHEELARACEELEN
MREAEEREZREE -

BEERSHABTTEARARTDKELA
HHMBRARMER ZYE  HaERE
THERE BREEMNAR A EER
ERHEHAAHMITARSEZERE
ENFEASG BLEENERIMEL -
Ko & B AR P B G A SZ B &~ R TR B RE
HIBSN B PTEE 2 TRIRATISH
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0.

DEFERRED INCOME TAX ASSETS/LIABILITIES
(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 June 2020, deferred income tax liabilities of
RMB151,652,000 (31 December 2019: RMB138,170,000)
have not been recognised for the withholding tax that would
otherwise be payable on the undistributed profits of certain
PRC subsidiaries.

Interim Report 2020 # i 2

& B 4R & R H B 7% B R R R

(BRAAEAEIN  AESBRHUAARETTIIR)

9.

ELEFEHEE &E (&)

BiEZBEARRKEZAEN2007F3A16H
BARNPEMPEMSEE - H2008F1 4
1B FRCEREINEEEDIRKRE
FRI0% 2 ERWAEH - ERFEH
REBSEFNMREHE  HPBREER
EERECENIRERBRE  IZERER
RIB LS % B - (BZ5% W EM KW IES
HES PWHRABTZRAEBREIE[RNER
HBEMEZEBRBHE AQARESEE
e R e B AENB QR Z&EFIR
BERETFTEREENEET QAR T EE
ShEREME - Bt - BEMSHARE
TR TEHAE H BB 2 BF A5%310% K
MEAE - AR ESTBEIEHRITASE
EvESLERUBEERAEWNE QR 2K
BIER -

M2020F6A30H ' AEBW R FEHE T
Bl KBEM B AR 2 K59 IkEF A BE E £
WEBERAMEHERELCASHABRAAR
#151,652,0007C (2019128318 : A
R #138,170,0007T) °
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10. TRADE AND OTHER RECEIVABLES

fEAAR S H B I B R &

(BBEERE  FTASEEUARE T TIR)
10. EF R EMEWFIE

As at As at

30 June 31 December

2020 2019

120205 20194

6H30H 12H31H

Note Unaudited Audited

B 5 RBER Kz

Trade receivables B 5 R FIA (a) 967,902 922,923
Less: provision for impairment of B B 5 FE AR IE R (B B

trade receivables (11,818) (12,263)

Trade receivables — net B 5B EIE— 558 956,084 910,660

Notes receivable e E i 78,648 189,187

Interest and dividend receivable & YR B % B 40,003 34,536

Advances to staff BT 9,311 6,489

Prepayments and other receivables 8 < X 18 I H b f& It 318 199,889 212,217
Less: provision for impairment of SR L th R AT R TE Rk (B B

other receivables (33,894) (30,463)

1,250,041 1,322,626

Except for prepayments of RMB43,255,000 (31 December
2019: RMB30,400,000), trade and other receivables balances
are categorised as “financial assets measured at amortised
cost”. All trade and other receivables are either repayable
within one year or on demand. Accordingly, the fair values
of the trade and other receivables approximate their carrying
amounts.

78 1T BR X AR #43,255,0007T (20194
128318 : AR #30,400,0007T) 40 * &
5 K H e R SR 0 48 A T DAEE 88 Ak AR T
ENEREE] - FTEE S REMERK
BIIRA—FARRBANEEE -WES
FEMEWGZRBEDEEAABEES -
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10. TRADE AND OTHER RECEIVABLES (continued)

(a)

The credit period granted to customers generally ranges
from 0 to 180 days. At 30 June 2020 and 31 December
2019, 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:

5 B 4R

B P E B A (e

(BRRBIEBESN  FASBEHUAAREFTIIR)
10. EZ R HMEWRE (KR)

(a)

ETEFHNEEH —MRA0E180
H - ®2020%6 308 &2019412
A318 - B 5 EREIE (8 1ERE 5
THE ZEKRFE) RIEEEHH
REBRER DT ¢

As at As at

30 June 31 December

2020 2019

20205 20194

6H30H 12H31H

Unaudited Audited

RIEEX BEZ

0 — 90 days 0&90H 787,795 792,694
91 - 180 days 91£180H 102,193 41,649
181 — 360 days 181&2360H 52,575 53,353
Over 360 days 360BH M 25,339 35,227
967,902 922,923

The Group applies the simplified approach to provide for
expected credit losses prescribed by HKFRS 9. For the six
months ended 30 June 2020, a provision of RMB863,000
(six months ended 30 June 2019: RMB4,381,000) and a
write-off as uncollectible of RMB1,308,000 (six months
ended 30 June 2019: RMB1,452,000) were made against
the gross amounts of trade receivables.

AEBREABEFEZLRESRE
B3R E B o AT 8 ERHIRTE
= E /518 - 5L E2020F6 A30H
ERNEA BHESERFBEBRSE
fEH A R#863,0007T < £ #% (&
20196 A30B 1L A A
R #4,381,00070) R A AR
1,308,000 T & XY B 2 3 IE (B =
20196 A30H LEANEA : AR
1,452,0007T) °

67



Huabao International Holdings Limited £ & BB ZRE AR A A)

Interim Report 2020 A i #f 2

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

(All amounts in RMB thousands unless otherwise stated)

11.

ASSETS CLASSIFIED AS HELD FOR SALE

On 20 May 2020, Guangdong Jinye Technology Development
Co., Ltd. (“Guangdong Jinye”), a non-wholly owned subsidiary
of the Group, entered into an equity interest transfer
agreement (“Agreement”) with an independent third party,
Hunan Zhongyan Industrial Co., Ltd. (“Hunan Zhongyan”).
Pursuant to the Agreement, all the 10% equity interest in
Hunan Golden Leaf Reconstituted Tobacco Leaves Co., Ltd.
(“Hunan Golden Leaf”) held by Guangdong Jinye as its
associate company, would be transferred to Hunan Zhongyan.
The consideration of the equity interest transfer was estimated
to be approximately RMB11,582,000 based on the latest net
asset assessment of Hunan Golden Leaf.

The Group’'s investment in Hunan Golden Leaf was
consequently presented as assets classified as held for sale
in condensed consolidated statement of financial position at
30 June 2020, and was measured at the lower of its carrying
amount and fair value less costs to sell at the time of the
reclassification. An impairment loss of assets classified as held
for sale of RMB2,750,000 was recognised during the current
reporting period.

fEAAR S H B I B R &

(B =B HEAEIN

1. BEHEEE

MR2020F5820H ' ERASERKHRE
ERAR([ERSE])  AXEEN—
MIEE2ENBAR  BBILFE=HHE
RETEAREEAR (HEPE]
FIkEEERE ((HBEl), BREHE E
ReEBHEHBAE —HBERARNES
EEESBRARETAR(HEEE])
Z10%RE2EEZE T HEFE- - BRI
HHRcENRINFEETG  KiEE
EEEETHAARE11,582,0000T °

A SEEAARE T TIIR)

At A& B8O 2 E ) IRER20206F
6A30H 2 EARKAMBRRAKEIRE
FHEBEE YRESPHEERUEEE
MAREBEHARHERANREEE -

R EMA  BIEHEEERR T RERE
B AR¥2,750,0007T °
As at As at
30 June 31 December
2020 2019
720205 720194
6A30H 12A31H
Unaudited Audited
RBER B EZ

BFELEEE

Assets classified as held for sale:
Investment in an associate

REERRIZE

11,582 =




(All amounts in RMB thousands unless otherwise stated)

Ordinary shares, issued and fully paid:

At 1 January 2019
Cancellation of repurchased shares

At 30 June 2019

(BRAAEAEIN  AESBRHUAARETTIIR)

Unaudited
RBERK

Share capital

Number g 7%
of shares RMB’000
g 4= ARBTR

EER BBOTRARE:

MA2019%F181H 3,107,962,876 318,647
FEHE O BB GS (126,000) (11)
7201956 8308 3,107,836,876 318,636

At 31 December 2019, 1 January 2020 R2019§12A31H -20205F1A
and 30 June 2020 18 % 20206 H30H 3,107,836,876 318,636

Share option scheme

On 6 May 2019, the Group granted 11,000,000 share options
with an exercise price of HKD3.708 per share and vesting
periods of 0.5 to 1 year to an eligible participant, being an
independent business consultant of the Group, to provide
professional advisory services regarding the operation and
management of the Group. The share options were valid from
the respective exercisable dates, namely 5 November 2019 and
5 May 2020, to 30 June 2020.

The estimated fair value of the share options per share for
the six months ended 30 June 2020 was from HK1.2 cents
to HK3.5 cents, by reference to the fair value of the equity
instruments granted, measured at the date the business
consultant rendered service. During the six months ended
30 June 2020, the Group recognised a total expense of
approximately HKD108,000 (equivalent to approximately
RMB98,000) in relation to these share options.

BRETE

MR2019F586H REEM — LB E
ER 4% H11,000,0000% B8 IE 4 LA ¥ &
EZEREERHUEERMRSE  1T76#
BATREK3.708T &5 B H 5054
B1F-BRENBRBRAITERD (B
201911 HA5H N202045A85H) #£ &
20206 A30H It °

HZ2020F6 A308 [t/518 A HR - B
EZHAAARBEESRBEI2UES
ISl WA ERREREBEZ2ER
Hr#Em TEMmMTE - #{22020F6H30
HENEA AEEERBREFBZ
B 5 A HE 108,000 (ZERHWAR
# 98,0007T) °
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13. SHARE-BASED PAYMENT (continued)
Share option scheme (continued)

11,000,000 share options outstanding with weighted average
exercise price of HKD3.708 per share as at 30 June 2020 and
31 December 2019 would lapse on 1 July 2020. Movements in
the number of shares options outstanding for the six months
ended 30 June 2020 and 2019 are set out below:

B AR & P 5 B 3% B R A o)

(BRAAEAEIN  AESBRHUAARETTIIR)

13. R AEBRN A (&)
ARG E (E)
20194 K&2020%F6 A30H M F H 17
FEBAETR B3I 708TH 2 KITHEH
11,000,0000% B8 % # # 720207 A 18
R o HLE20194F 20206 A30H 1E7X
EAHME ROTENEREHE 22

TR ¢
Unaudited
REER
For the six months ended
30 June
B Z6H30HLL~EA
2020 2019
20204 20194
Number of Number of
share options  share options
BREHE B AR EE B
('000) ("000)
(BREEATFE) (BRESATED
At 1 January ®1A1H 11,000 -
Granted B - 11,000
At 30 June M6H30H 11,000 11,000
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(BRAAEAEIN  AESBRHUAARETTIIR)

14. RESERVES 14. f#fE
Unaudited
*EEH
Capital ~ Share-based Currency
Contributed Treasury Merger Share Capital ~ redemption compensation translation  Statutory Other
surplus shares reserve  premium reserve reserve reserve reserve Reserve reserves Total
HRORER
BdRe  ERRE  GHBE  REEE  ERHE EARDEE  NMORE HMRERE FERE A% &5t
At 1 January 2019 R2019%1818 296,853 (1) (628,438) 429,861 2411 4760 - 27,795 772,404 1,666,250 2,571,885
Fair value changes on financial [ % BB 8 REZ S
assets at FVOC, net of tax AEBRENG EREE
LBHEHRLEERY = = = = - - - - - (8476) (8476)
Appropriations from net profit B & F|&f - - - - - - - - 708 - 708
Cancellation of repurchased ~~ FHEEB 2 KA
shares - 11 - - - - - - - - 11
Share-based payment - value of 1} BEREN [ -ER
consultancy service REEE - = = o - - m - - _ m
Currency translation differences E%HEZ% - - - - - - - 10,070 - - 10,070
At 30 June 2019 2019564308 296,853 - (628,438) 429,861 2411 4760 m 37,865 713112 1,657,774 2,574,975
At 1 January 2020 R2020%1818 296,853 - (628,438) 429,861 241 4,760 907 14,588 3,104 1,646,483 2,540,529
Fair value changes on financial -~ MR BB BABE:A
assetsat VOCL netoftae b2 ERE2EREEL
RHkHA,EEED - - - - - - - - - (1,669) (1,669)
Appropriations from net profit & 487t - - - - - - - - 3,050 - 3,050
Changes in ownership interests  TEMBAT 2 FiA#ER
ina subsidiary without change iR E 125118
of control - - - - - - - - - 2,287 24,287
Share-based payment-value of - R BER DR - BH R
consultancy service BEE - - - - - - 98 - - - 98
Currency translation differences €% 825 - - - - - - - (39,575) - - (39,575)
At 30 June 2020 2020564308 296,853 - (628,438) 429,861 2411 4,760 1,005 (24,987) 776,154 1,669,101 2,526,720




(All amounts in RMB thousands unless otherwise stated)

Non-current IERE

Long-term bank borrowings REIRITER
— Secured bank borrowings —BEFRITER
— Unsecured bank borrowings —EIRARITER

Less: current portion

Current RE
Current portion of non-current EREBBETNZREID
liabilities
— Unsecured bank borrowings —EEHRITER
Short-term bank borrowings WHERTTER
— Unsecured bank borrowings —EEARITER
Total borrowings BER

(a)

OB BB D

The Group's secured bank borrowings as at 30 June
2020 of RMB1,860,474,000 (31 December 2019:
RMB2,310,474,000) were repayable within four years
and secured by certain buildings, right-of-use for land
of Guangdong Jiahao Foodstuff Co., Ltd. (“Guangdong
Jiahao") with total carrying values of RMB90, 185,000 (31
December 2019: RMB91,856,000), and equity interest
in Jiahao Foodstuff Limited and Guangdong Jiahao. For
the six months ended 30 June 2020, the average interest
rate of the loan was 5.7% (six months ended 30 June
2019: 5.7%) per annum.

The Group's unsecured bank borrowings are repayable
within one to two years. For the six months ended 30
June 2020, the average interest rate was 3.0% (six
months ended 30 June 2019: 3.7%) per annum.

(B =BHEAEIN -

Note
B 5

A AAREFTIIR)

As at As at

30 June 31 December
2020 2019
720204 R20194F
6H30H 12A31H
Unaudited Audited
REBER EZ
1,860,474 2,310,474
246,629 -
(123,315) -
1,983,788 2,310,474
123,315 -
749,795 688,302
873,110 688,302
2,856,898 2,998,776

N £ ER2020F6 A30H /) A K
RITER A ARM1,860,474,000
7L (2019 12A31H : AR
2,310,474,0007T) @' Z E A M F
NEE TUEEREZRAERAD
AEREER])AEEEAARY
90,185,000 T (2019412 A31H :
AR #91,856,0007T) K18 F A + iy
FRAEEE UEREZREmARA
ANERESBREERER - R
2020F6 A30B L NE A - ZE K
ZEHR B AEFFESTE (FE2019
F6H308IENMEA :5.7FE) -

EEBRTERERN —EMFANE
HRE & - A2020F6 A30H 1k /N @
A ZEREHHNBEAEBFI0E
(B Z=2019F6 A30H IE/<fE@ A : 3.7
[E) o
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

15.

16.

& B 4R & R H B 7% B R R R

(BRAAEAEIN  AESBRHUAARETTIIR)

BORROWINGS (continued) 15. EX (#&)
Borrowings are financial liabilities categorised under “financial ERNemBER B A RBHEK A
liabilities measured at amortised cost”. The fair values of the ENcHAE] SBRZEXNEKREEHR
Group’s borrowings approximate their carrying amounts. AAEERESR °
Interest expense on bank borrowings for the six months ended B E£2020F6A30R LA AMIRITE
30 June 2020 amounted to approximately RMB76,703,000 (six RFEHREZH ABARYET6,703,0007T
months ended 30 June 2019: RMB98,250,000). No interest (B =2019F6A308 L XEA : AR¥E
expense was capitalised during the six months ended 30 June 98,250,0007T) ° # £20204F 1201946
2020 and 2019. A30H IE7XE A I & ) S B X B AR -
TRADE AND OTHER PAYABLES 16. EZ R HEMENKIE
As at As at
30 June 31 December
2020 2019
120204 20194
6H30H 12H31H
Note Unaudited Audited
Bt & RIBERX BEZ
Trade payables 2 5 ENRIE (a) 243,090 303,171
Dividends payable to FESEIE R i 2 2 AR B
non-controlling interests 9,186 1,218
Wages payable ENTITE 95,549 97,668
Other taxes payable EH A FE T 718 48,923 107,420
Accruals for expenses FEET R X 12,136 28,540
Other payables H b e 7018 142,570 129,647
551,454 667,664

Except for other taxes payable of RMB48,923,000 (31
December 2019: RMB107,420,000) and wages payable of
RMB95,549,000 (31 December 2019: RMB97,668,000), 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 E fib FE 15 B A R #48,923,000
7t (2019F12A318 : AR
107,420,00070) REFR TE AR
95,549,000 T (2019412 A31H8 :
AR #97,668,0007T) 4N BH M E
tmEMNR DR ABW S EAIE
BENATENERERE] - EH R
HhENREN AR EBEEELRA
(ER R

~1

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

(All amounts in RMB thousands unless otherwise stated)

16. TRADE AND OTHER PAYABLES (continued)

The non-current and current portion of trade and other

B AR & P 5 B 3% B R A o)

(Br=BEAEIN

16.

BB AARETTIIR)

EZRHEAMENKE KR
B 5 R E MR R IR KRB B 5

payables was as follows: mr
As at As at
30 June 31 December
2020 2019
720205 R20194F
6H30H 12A31H
Unaudited Audited
RBERK LEZ
Non-current JER B 800 800
Current T ED 550,654 666,864
551,454 667,664

(@ As at 30 June 2020 and 31 December 2019, the ageing
analysis of the trade payables (including amounts due to
related parties which are trade in nature) based on the
invoice dates was as follows:

(a) 20205 6A30H k201912 A31
A BSEMNKE(BEBEALTH
ES5RMNME)REZZAHNE

BT

As at As at

30 June 31 December

2020 2019

720205 20194

6A30H 12H31H

Unaudited Audited

RIEEZ BEZ

0 — 90 days 0&90H 198,242 271,546
91 — 180 days 91£180H 26,896 16,859
181 — 360 days 1812360H 7,208 4,248
Over 360 days 360B A 10,744 10,518
243,090 303,171
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RIERRBR AT Interim Report 2020 R HisR & 75

P HA B %% B R B EE (e

(All amounts in RMB thousands unless otherwise stated) (BRREEBPEI FTAESEHAARETTIIR)
17. OTHER INCOME AND OTHER GAINS - NET 17. Htg AR HEtt iz — F 5
Unaudited
REEERX
For the six months ended
30 June
BZ6HA30RL<EA
2020 2019
20204 20194
Changes in fair value of financial assets A AR BEEEHEH
at FVPL AAERNEREEN
AR BEZE 1,310 (12,986)
Gains on disposal of financial assets HEUAABEFEBHEZ ST
at FVPL ABRN S EE E W 173 6,070
Losses on disposal of subsidiaries LEMRBRRZEE (1,433) -
Government grants BT 2 B 108,918 117,857
Currency exchange gain/(loss) — net EWEN W (F18)—F8 41,205 (1,462)
Net losses on disposal of property, plant H&E¥ % - HEE LR E M
and equipment and intangible assets B EE2FER (321) (1,888)
Others H Aty 83 (1,009)
149,935 106,582

18.

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

18. EMHESEWBE X

ERBREENRA HE LTS HEERN
XRTHRER  YREEMEE (R EQ)
EREEMEBII RO FAERERM]

development expenses” which are shown as a single item SN BIERYHETBRIES BIR &
and analysed according to their nature in note (a) below) as EMS%E) DT :
follows:
Unaudited
REEEZ
For the six months ended
30 June
BZ6H30R LL<EA
Note 2020 2019
Bt = 20204 20194
Depreciation e 6 75,852 71,756
Amortisation 5 6 48,335 49,286
Employee benefit expenses BERAEX 218,639 198,572
Research and development expenses & 5% & 2 & A % (a) 108,597 133,907
Short-term lease rentals CHIEH® 3,109 8,812
Travelling expenses ZRAXZ 18,509 36,607
Utility expenses NP9 29,607 45,920
Delivery expenses EHHAZ 15,446 28,830
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

18. EXPENSES BY NATURE (continued)

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

fEAAR S H B I B R &

(BRAAEAEIN  AESBRHUAARETTIIR)

18. RHEE 2B X (&)
(@) HMRAREBERAXTEENFTE #
HREEBRMNFEXIRET

Unaudited
REBEZ
For the six months ended
30 June
HZ6H30R1LAEA
Note 2020 2019
Bt 5 20204 20194
Depreciation e 6 8,955 9,253
Amortisation b | 6 2,346 1,710
Employee benefit expenses EERAEX 55,270 73,458
19. INCOME TAX EXPENSE 19. FRBH
Unaudited
REEZ
For the six months ended
30 June
B Z6H30B1L<EA
Note 2020 2019
Bt 5 20204 20194
Current income tax: BNEARL I8 :

— PRC corporate income tax — BRCEMESM (a) 180,489 264,663
- Hong Kong profits tax — BAEMEM (b) 4,921 5,169
- Botswana company income tax — BREANDERER (0) 491 268
— Germany company income tax — BB EREH (d) - -
Deferred income tax EEFTIS TR 9 (48,747) (73,983)
137,154 196,117

(@) 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.

(b) Hong Kong profits tax has been provided at the rate of
16.5% (six months ended 30 June 2019: 16.5%) on the
estimated assessable profit for the period.

(¢)  Botswana company income tax has been provided at the
rate of 15.0% (six months ended 30 June 2019: 15.0%)
on the estimated assessable profit for the period.

(a) FEEEMEGHEASEETEX
BE b 3 70 75 B ] fib 5 R B & K A
HERMMEFE -

(b) BAEMEHIEABEMGTERREA
A LAFE & 16.5% (B Z=201946 A30
HIEANER : 16.5%) B4 -

(0 BREMOLEMBSHRZAHBME
HAERREF AR R15.0% (=2
201966 A30H LN A : 15.0%)
B -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

19. INCOME TAX EXPENSE (continued)

20.

(d)  Germany company income tax has been provided at the
rate of 15.0% (six months ended 30 June 2019: 15.0%)
on the estimated assessable profit for the period.

(e)  No provision for income tax in other jurisdictions has
been made as the Group had no assessable profit in
other jurisdictions for the six months ended 30 June
2020 and 2019.

(LOSSES)/EARNINGS PER SHARE

Basic (losses)/earnings per share is calculated by dividing the
(loss)/profit attributable to equity holders of the Company by
the weighted average number of ordinary shares in issue for
the six months ended 30 June 2020 and 2019.

Interim Report 2020 # Hi#f & /1

& B 4R & R H B 7% B R R R

(B =BHEAEIN -

19.

20.

BB AARETTIIR)

Frie®t (&)

(dy EECEMSHREAHEGTER
T B A LA B &15.0% (B £20194F6
H30B IE/RMEA : 15.0%) B -

() ZAEENE E20204F %2019%F6 A8
308 [E/N1E A B RS E Ath B) A =
WERSERAEHKA  RES
Hi R A EENPTERIEHBE -

SR (EE) BF

BRERN(EEB) BFHIREAEBAE
RAlERFEAERG (BB &BF KB
LA £2020%F M2019F6 A30H (k5@
AHFEB BT ERKRMNETIOHEHE -

Unaudited
REEEZ
For the six months ended
30 June
BZE6H30R LL<EA
2020 2019
20204 20194
(Loss)/profit attributable to equity AARE=FE AREML
holders of the Company (E518) & A (45,434) 480,289
Weighted average number of ordinary EBITZ TR MEFHE
shares in issue (“000) (F&t) 3,107,837 3,107,837
Basic (losses)/earnings per share AAFAEZFEAELERER
attributable to owners of the (B#]) B (ERAR%ES)
Company (RMB cents per share) (1.46) 15.45

For the six months ended 30 June 2020 and 2019, the
outstanding share options granted by the Company have no
potential dilutive effect on the basic (losses)/earnings per share,
and thus the diluted (losses)/earnings per share was the same
as the basic (losses)/earnings per share.

#H E2020F %2019F 6 A30H 1E/~EA -
REIREZHMATEZERESSRE
KN(EBHE) BRI EBENE - TR
BE (B8 BNESRERN(BR)

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

(All amounts in RMB thousands unless otherwise stated)

21. DIVIDENDS

fEAAR S H B I B R &

(BRAAEAEIN  AESBRHUAARETTIIR)

21. KR

Unaudited
REEERX
For the six months ended
30 June
BZ6H30R LL<EA
2020 2019
20204 20194
Paid interim dividend of HK 8.8 cents 2T EE 201956 8308 1k
per share in relation to the six months 7B A A5 R Y R HR AR B B AR
ended 30 June 2019 & #8811l - 247,048
Proposed special dividend of HK 6.0 BRAE 2202056 530H It
cents per share for the six months NE R 2 FERIR S E R
ended 30 June 2020 (six months B #6.01lL (B E2019%
ended 30 June 2019: Nil) 6H30H LR A - &) 170,329 -
170,329 247,048

Interim dividend of approximately HKD273,490,000 (equivalent
to approximately RMB247,048,000) for the six months ended
30 June 2019 was paid in October 2019. Final dividend of
approximately HKD310,784,000 (equivalent to approximately
RMB285,887,000) for the year ended 31 December 2019 was
paid in June 2020.

As the special dividend was declared after the balance sheet
date, they have not been recognised as dividend payable as at
30 June 2020.

HZE20199F6 8308 It~ @ A 2 #AR%
B #4974 #273,490,000T (T & D ARE
247,048,0007T) B R2019F 108 X+ »
HZE2019F12A31B EFE 2 H KK
B #)##310,784,000T (FTA D AR
285,887,0007T) E.7A20209F6 A 1 o

HRBRRETTRNEEBEEIR ' L&
A% B R #ER R 2020496 A308 2 B+
BB A o
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

22. CAPITAL COMMITMENTS

Capital expenditures contracted for but not recognised as

RIERRBR AT Interim Report 2020 R HisR & 79

& B 4R & R H B 7% B R R R

(BRAAEAEIN  AESBRHUAARETTIIR)

22. EXREE
Rk EXREENENABERLEE

liabilities at the end of the period/ year are as follows: MEABELWOT :

As at As at
30 June 31 December
2020 2019
7202045 20194
6H30H 12H31H
Unaudited Audited
REEER K&
Property, plant and equipment M MR NER 95,284 110,441
Intangible assets | A E 538 1,455
Investment in an associate Fﬂﬁﬁ%’ﬁﬂz&ﬁ - 43,420

Financial assets at FVOCI UAREBEFEEEZETA
HrHmlmceMmEE 93,558 92,193

Financial assets at FVPL AR BEF=EAEZTA
BanzemEE 17,597 17,597
206,977 265,106

23. RELATED PARTY TRANSACTIONS

(@) Name and relationship with related parties

Name

=%

23. BBALXRE
(a) BEEEALTEBERR

Relationship
B &

Huangguoshu Golden Leaf
BERGEEE

Hongta Blue Eagle
ARERE

Hunan Golden Leaf

e

Yunnan Ruisheng

R

Dianhua Benxiang Technology Co., LTD (“Dianhua
Benxiang”)

HEARERBBERRAGR (DEEARE])

Yingtan Weizhijia Food Co. Ltd. (“Weizhijia")

BERZRRMERLQR (HK2K])

Broad Far (Hong Kong) Co. Ltd. (“Broad Far")

R (F8) BRAR ([EE])

An associate indirectly held by the Company
AR BRI A HBE S A A
An associate indirectly held by the Company
RN RIS AR L QR
An associate indirectly held by the Company
reclassified as assets held for sale
DERFBELENARARRERFANEEAE)
An associate indirectly held by the Company
RRREEF AR L QR
A jointly controlled entity indirectly held by
the Company
RRREEFANERZES B R
An entity controlled by the Company’s ultimate holder
RRRREFBAZRZ A
An entity controlled by the Company’s ultimate holder

EA/NCIE S S SR PN ot PA/NC]
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

23. RELATED PARTY TRANSACTIONS (continued)

(b) Transactions with related parties

B AR & P 5 B 3% B R A o)

(BRAAEAEIN  AESBRHUAARETTIIR)

23. BBALXRES (&)
(b) REBALIHNXS

Unaudited
RIEEZ
For the six months ended
30 June
B Z6HA3081LA<MEA

2020 2019
20204 20194

Sales of goods: HE R -
— Huangguoshu Golden Leaf —=E=RHeE 5,553 3,324
- Hongta Blue Eagle — AR EE - 9
— Hunan Golden Leaf —HEEE - 294
— Dianhua Benxiang —EELRE 9,354 19,117
— Weizhijia —RZK 27,756 18,661
— Broad Far —fE& 1,246 -
43,909 41,405

Purchase of goods and services: FEERITHRRE -

— Huangguoshu Golden Leaf —ERHeE 1,094 62
— Yunnan Ruisheng —EmEEA 41 41
— Dianhua Benxiang —EEARE 4,032 8,808
— Weizhijia —RZ K - 4,953
5,167 13,864

Dividend income: REWA :
- Hongta Blue Eagle — AT EE 6,952 10,485
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Notes to the Condensed Consolidated SHES P ER M @)
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)

23. RELATED PARTY TRANSACTIONS (continued)

23. EBALTREZ (&)

(c) Balances with related parties (c) BAEEAN &R
As at As at
30 June 31 December
2020 2019
R20204F 20194
6A30H 12H31H
Unaudited Audited
REEE B
Balance due from related parties: TEW BTN 14565 -
— Huangguoshu Golden Leaf - EBEREeE
— trade and other receivables — 8B 5 & H th e 5K 7,222 5,689
— Dianhua Benxiang —EELRE
— trade and other receivables — B 5 & H Ath UK 47,346 51,088
- Weizhijia —K2Z K
— other receivables — H b & WK 5,226 5,226
— Hongta Blue Eagle — B EE
— trade receivables — B Z R - 48
59,794 62,051
Balance due to related parties: JE(TBBN 42
— Huangguoshu Golden Leaf *E%ﬁi%‘%
— trade payables —EF MR 1,094 -
- Yunnan Ruisheng —EmEminH
— trade payables —EF MR - 42
— Dianhua Benxiang —EERE
— trade payables —EBZENR 6,287 1,330
— Weizhijia —RZ K
— trade and other payables —HE 5 REAMEMNK 46 43
— contract liabilities —&RAE 741 10,269
8,168 11,684

Fﬁﬁfﬁﬂﬁﬁ/\i RARUREER %
//\73-/\ %HET/%EEC’

The balance with related parties was unsecured,
interest-free and repayable on demand.
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Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated) (BRRAEEEN TESEHUARET TIIR)

23. RELATED PARTY TRANSACTIONS (continued) 23. BHMALTR S (&)

(d) Key management compensation (d) FEEBEAEMS
Key management includes directors (executive, FTEEBEAEBEBREET (BTES
non-executive and independent non-executive) and FRMITESHBUFNTES) M
senior management. The amounts of compensation paid EAREEAB - EHE2019%F %2020
and payable to key management for employee services FOH30BIEARBEARN MEEEFRE
during the six months ended 30 June 2020 and 2019 are ABXNEREERBHNE N KE
shown below: NS T
Unaudited
RBEZ
For the six months ended
30 June
B Z6H30R1EA<EA
2020 2019
20204 20194
Fees, salaries and bonus TE&E  FHMRELL 52,091 32,546
Employer’s contributions to & = shR ARG 845K
retirement benefit scheme 688 312
Other Benefits H 2 F 750 -

53,529 32,858




Board The board of directors of the S KRAFINESS
Company
CEO Chief Executive Officer BERBITE BEMNITE
CG Code Corporate Governance Code as set EERTE =T 3R BB 8%+ U PR 51 Y
out in Appendix 14 of the Listing hEERSTA
Rules
China, Mainland China The People’s Republic of China AR s B A R AR A
or PRC
Company or Huabao Huabao International Holdings Limited 7K &) sk 3 & ZEEHEEERER QA
Corresponding Period the six months ended 30 June 2019 = F A A HZE2019F6A30H LN
Last Year &l A
Director(s) The director(s) of the Company = AKRABIES
Executive Director(s) Executive director(s) of the Company HITE S KRB ZHITES
FCCA Fellow member of the Association of FCCA REBTARSHMAE

Chartered Certified Accountants ArE8

FCIS Fellow member of The Chartered FCIS REBHFAFTAEAEE
Governance Institute =

FCPA Fellow member of the Hong Kong FCPA BREEAD
Institute of Certified Public
Accountants
FCPA (Aust.) Fellow member of CPA Australia Ltd. FCPA (Aust.) BN & R et
FCS Fellow member of The Hong Kong FCS EBRTWEREERS
Institute of Chartered Secretaries g
Group or Huabao Group  the Company and its subsidiaries AEESEEER ARRREWEARA
HKD Hong Kong dollars, the lawful ks cs B BEETEE
currency of Hong Kong
HKICPA Hong Kong Institute of Certified HKICPA ERGTMAE
Public Accountants
B REAREFEFERER
THE

Hong Kong Special Administrative
Region of the People’s Republic of
AN ER AN 1R

Hong Kong or HKSAR
INET PR 15

China
Heat-not-burn

HNB



Huabao Flavours

INED(s)

Jiangxi Xianghai

Listing Rules

Model Code

Pandemic

Reporting Period

RMB

R&D
RTL

SFO

Shareholder(s)

Share(s) or ordinary
share(s)

Shenzhen Stock Exchange

Stock Exchange

u.s.

usb

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

Independent Non-executive Director(s)
of the Company

Jiangxi Xianghai Biological Technology
Co.,Ltd.

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

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

the Listing Rules

Novel Coronavirus Pneumonia
pandemic

the six months ended 30 June 2020

Renminbi, the lawful currency of the
PRC

Research and development

Reconstituted Tobacco Leaves

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

Shareholder(s) of the Company

Ordinary share(s) of HKD0.10 each in
the capital of the Company

Shenzhen Stock Exchange in the PRC

The Stock Exchange of Hong Kong
Limited

United States of America

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

FERH

BUIFATES

IHES

EmARA

18/ T b &
B8

&5

AR

IS
BEEE

&5 R D)

=N
S8
7t

=
55
=
ﬁ%
il
Jea
=
55

RN 'R 5P

EFEERBENERRA
AR B RS B B D B IR
RNA] - BRARAREEGE
BREEEME R

RRABZBIUIERITES

TAEBEMMEER

NG]

B X P ERFE 75 LT AR A

EWRRK SRS £
METAEFTETES
R 5 IR 2 5T A

1 BU T AR B Bh R R 1

H 220206 A30H 1L~

1@ A

ARE  FEZEEER

ot Je 3R

BEEE
BEREDIFESTIEZF R
H & 15 B
ARAZER

RARRAF ZREES
#0.107T Ay 38 %

BRI B HF R S

EREBMERIMBR AR

EMEERE
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