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Corporate Information (contd)
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Financial Highlights iR E
Unaudited
RIEER
For the six months ended
30 June
BZ6H30ALA<EA
2021 2020
20214 20204 Change in
RMB’000 RMB’ 000 percentage
ARET R ARBTT BoLEE
Revenue o -] 1,763,675 1,715,710 +2.8%
Gross profit E F 1,053,981 1,088,700 -3.2%
Gross profit margin ESy/E 59.8% 63.5%
Operating profit LIERT 733,573 185,778 +294.9%
EBITDA margin® EBITDA¥%~ 49.4% 47.6%
EBIT margin** EBITE=* 41.6% 10.8%
EBIT margin (adjusted figure EBIT (#5758 2020% 7] B
for the same period in 2020)* )7 41.6% 39.7%
Profit for the period N ER R & 7 581,465 66,192 +778.5%
Profit for the period (adjusted figure 7 HA & & F| (4% 8 #20204F
for the same period in 2020)* [m EA ) 581,465 561,690 +3.5%
Profit/(loss) attributable to the KRR ERFEAEGE
equity holders of the Company M,/ (&18) 481,129 (45,434) +1159.0%
Profit attributable to the equity RRFIEREA AELEFR
holders of the Company (adjusted (4858 #20204 R HA%h) #
figure for the same period in
2020)* 481,129 450,064 +6.9%
Net cash generated from operating & E/EBEL R4 %5
activities 485,403 467,520 +3.8%
RMB cents RMB cents
AR%S AR
Basic and diluted earnings,“(loss) &REARNE#ERF
per share (B18) 15.48 (1.46) +1159.0%
Basic and diluted earnings per share & J& £ 7 J% # 5% 2 7
(adjusted figure for the same (4 FHE20204 R EA S
period in 2020)* 15.48 14.48 +6.9%
HK cents HK cents
8 B AL
Proposed interim dividend per share #% & & J& 2 HAp& &, 6.4 -
Special dividend per share SRS RIRE B — 6.0

2 "EBITDA margin” equals to “Earnings before taxes, interest, = [EBITDAR | ERBRE - RIS T E - #H -
depreciation, amortisation, share-based compensation expenses and M AETE 2 W& R B E A& F BRI
impairment of goodwill” divided by “Revenue”. (&%) -

22  "EBIT margin” equals to “Earnings before taxes and interest” divided == [EBITR]JERBRB LM ERH AT RIS
by “Revenue”. ESEHI

W E £2020F6 A30B ENAA 2B ERE
AR #495,498,0007T °

# Excluding impairment of goodwill of RMB495,498,000 for the six  #
months ended 30 June 2020.



Huabao International Holdings Limited ZE BB IEREIRA T

Management Discussion and Analysis

INDUSTRY OVERVIEW
Overview of the tobacco industry

During the Reporting Period, the Chinese government implemented
large-scale and efficient vaccination programme, ensuring an
effective control of the Pandemic and stable recovery of various
economic activities. According to the data from National Bureau of
Statistics, the cigarette production volume in China reached 25.808
million cases in the first half of 2021, representing an increase of
1.7% year-on-year, the production of the tobacco industry in the
PRC was stable.

From a global perspective, innovative tobacco products have become
increasingly popular and of interest to consumers because they have
the efficacy of harm reduction and meet the demand of consumers
for a healthy life. According to the data released by international
tobacco companies, the share of innovative tobacco business in
their revenue has been continuously increasing, and the trend is
expected to continue and take up more market share of traditional
tobacco products. In order to cope with this change in the tobacco
industry, international tobacco companies further accelerate
business transformation, increase R&D investment in innovative
tobacco products and personnel development, and continuously
optimise product quality and performance, increase market share
of innovative tobacco products, and reduce the harm of tobacco
products to consumers’ health.

During the Reporting Period, the regulatory policy on innovative
tobacco products became the focus of the capital market
and companies in the tobacco industry chain. The regulatory
authority issued a consultation paper to the public to amend the
“Implementation Regulations of the Tobacco Monopoly Law of
the People’s Republic of China” (“Implementation Regulations”)
to discuss whether e-cigarettes should be enforced in accordance
with the relevant provisions on cigarette in the Implementation
Regulations. Although details of the regulations have not yet been
released, the market generally believes that the consultation paper
will further regulate the production and operation activities of
e-cigarette enterprises so as to protect people’s health, ensure fiscal
revenue and enable the healthy and sustainable development of
the e-cigarette industry. With regard to HNB cigarettes, the HNB
tobacco products of Chinese tobacco companies are only sold in
some overseas countries and regions, and are not allowed to be
sold in China. They are only available for consumers to experience
in the experience shops in some cities. Overall, the prospects for
the development of innovative tobacco products are promising.
However, due to the different regulatory policies in countries and
regions, companies in the tobacco industry chain are required
to formulate specific development strategies tailored to markets
to reduce operational risks and achieve sustainable business
development.

Interim Report 2021 IR &

BEEFWR DM

ITERR

BETEMRR

WEMR - FEBTARRE - & %R EE
BEEIE FREERAGI A8ZH &
HEERHBETME - BEBRGTPDEE
2021 F ¥ FhEBEESED2,580.88%4
ELHIEN1.7% @ PREEITENEETHEE -

feeREERE FUEEEREAARERE
MIN - meETE NEEEEREELEENT
Ko BABRIEEENEZEMEAL - RIEE
REERRAMOBE HUEEXBKEECH
WAFEELLTHiRA YEREHEERTE
—BE HEEZEGEEEMNTISME -
RTERHEETENE 2 BREEQR
E-TIMEREBER  RRAEFLERER
ERFERAMATZER X THEBCERE
BNt BRAFLNBEEEROTSHE A
VEEEMBHEERRENRESE -

BEHN AEFLUESEEMNEERRKS
BAMSGNEREEXRR TOXAINER -8
ERBRAMEZEMEI(REARKNBEEER
BEERBREL) KEREDD) HCBRER
) et SEFES2R(CERGED) DA
REENERMRTHIT BARBAEE A
HMAEE  BEMSEERS(ERERR) MM
HEE - T REEFRELRNEELEES
REARRE REMBREA  EEFETE
EEAIFFEER -HNBBESHE  FEQ A
HNBE & (2 /8 5N 8B 0 Bl R M3 & 35 &
EEARLRAFHEE  EESOMHOHBRE
HHEERR ERMS FLEEEMRER
AIREMR - BRRSEBERMNBEEERRD
TR BEEXBLNECEFTRZEIRNTS
il 7E N [F] AY 3% e R ORI AR BB - B R
ARFEER -



6

Huabao International Holdings Limited ZREMZERBR AT  Interim Report 2021 FHIH &

Management Discussion and Analysis (contd)

As for tobacco leaves, over the past few years, the STMA has made
great efforts to advance the effectiveness of the structural reform
on the supply side of the industry and thoroughly implemented the
policy of “consolidation, enhancement, upgrade and facilitation”,
while maintain to promote “capacity reduction, de-stocking,
deleveraging, cost reduction and improvement of underdeveloped
areas” with focus on inventory reduction. In addition, the STMA
stressed the importance of basic protection of tobacco fields,
accelerating the mechanisation of the entire tobacco leaves
production process, optimising the layout of tobacco leaves
production, improving the quality of tobacco leaves supply and
optimising the supply structure of tobacco leaves, and making every
effort to stabilise the supply foundation of tobacco leaves. (Source:
Eastobacco.com)

Overview of the food and beverage industry and
daily-use chemical industry

As one of the first countries to successfully combat the Pandemic,
China’s economy grew by 12.7% year-on-year in the first half of
the year. Amidst sluggish growth and slowing demand from major
overseas economies, the Chinese government advocated policies
to stimulate domestic consumption, and the food and beverage
industry, which is a consumer staple industry, has benefited from the
policies to recover. According to the National Bureau of Statistics, in
the first half of 2021, the gross output of the agricultural product
processing industry with enterprises of designated size or above
grew by 10.7% year-on-year, while that of the food processing
industry grew by 9.9% year-on-year. The output value of the
alcohol, beverage and refined tea processing industry grew by
13.3% year-on-year. The food and beverage industry is in high
demand with growing per capita consumer spending, leaving ample
room for industry growth. However, competition in the industry has
been fierce due to rapid changing consumer demand and the flock
of new brands. Under the trend of “natural, healthy and nutritious”,
food and beverage companies pursued to optimise their product
mix, and enhance R&D and brand promotion of natural products.
In the first half of 2021, high-end new tea and beverage companies
successfully entered the capital market, further raising consumer
awareness of the quality and healthiness of ingredients used by food
and beverage companies. As raw material suppliers, flavours and
fragrances companies also need to position themselves in the natural
flavours and fragrances sector to complement their customers’
transformation and meet consumer demand.
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Management Discussion and Analysis (contd)

In the daily-use chemical industry, the Pandemic has made
consumers pay more attention to personal protection with increasing
demand for personal protective products. With economy and
consumer demand on the rise, consumers have increasing demand
for room fragrance products, which can be used in homes, hotels
and large complexes, indicating the products’ huge market potential.
Furthermore, with the up-and-coming “pet economy”, daily-use
chemical products for pets will be one of the next growth points for
the industry.

Overview of the condiment industry

According to the National Bureau of Statistics, revenue from the
catering industry reached RMB2,171.2 billion in the first half of
2021, representing an increase of 48.6% year-on-year. Revenue
from the catering industry grew by 2% as compared to the same
period in 2019 before the Pandemic. In the post-Pandemic era,
customers’ demand for fast foods and takeaways increased, which
resulted in restaurants’ increasing demand for pre-made products,
semi-finished products and dishes that can be prepared quickly to
improve operational efficiency and increase sales revenue. Facing
the changes in the market, the condiment enterprises will need to
adjust their product and operational strategies flexibly to consolidate
their clients focusing on dine-in business, and develop more clients
focusing on fast foods and takeaways. On top of that, upstream
condiment enterprises need to consider how they can customise
their condiment solutions for new product launches by catering
companies to heighten the competitiveness of their products.

With the Chinese government’s “dual circulation” strategy to
stimulate domestic consumption, the outlook for the domestic
catering market and condiment market is promising. With more and
more new companies entering the condiment market to compete
for business and more investment from investment institutions,
competition in the condiment industry will become increasingly
intense. Condiment companies will need to enhance their
competitiveness in all aspects, including products, sales channels,
marketing and service standards, in order to secure and expand their
market share and boost business performance.
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Management Discussion and Analysis (contd)

RESULTS

During the Reporting Period, the Group achieved a sales revenue
of approximately RMB1,764 million, representing a year-on-year
increase of 2.8%; gross profit margin of approximately 59.8%,
representing a year-on-year decrease of 3.7 percentage points;
operating profit of approximately RMB734 million, representing
a year-on-year increase of 294.9%; operating profit margin of
approximately 41.6%, representing a year-on-year increase of
30.8% percentage points; profit attributable to the equity holders
of the Company of approximately RMB481 million, representing
a year-on-year increase of 1,159.0%; basic earnings per share
of approximately RMB15.48 cents, representing an increase of
1,159.0% year-on-year.

In the 2020 interim report, the Group recognised an impairment
of goodwill of RMB495,498,000 for the cash-generating unit of
Jiahao ("Jiahao's Goodwill Impairment”). Excluding the impact
of Jiahao's Goodwill Impairment, the operating profit increased
by approximately 7.7% year-on-year; the operating profit margin
increased by approximately 1.9 percentage points year-on-year;
profit attributable to the equity holders of the Company increased by
approximately 6.9% year-on-year; basic earnings per share increased
by approximately 6.9% year-on-year.

BUSINESS REVIEW
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
RMB910 million, representing a decrease of approximately 2.2%
year-on-year, and accounting for approximately 51.6% of the
Group's total revenue. Operating profit of the business segment
amounted to approximately RMB576 million, representing a
decrease of 0.9% year-on-year; and EBIT margin was approximately
63.3%, representing an increase of approximately 0.8 percentage
point year-on-year. The increase in EBIT margin of the flavours and
fragrances segment was mainly due to the effective cost control
measures.
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Management Discussion and Analysis (contd)

In the area of tobacco flavours, the Group has been actively
and promptly responding to the customised needs of customers
to stabilise its market share in the traditional tobacco flavours
business, and for HNB tobacco flavours, the Group has
conducted sensory evaluation and selection of various aroma
raw materials and developed different models of flavours and
fragrances products according to customers’ needs, and these
products have been used in some customers’ products. The
Group proactively collects feedback from customers to improve
the style of HNB tobacco flavours and enhances product
stability. In terms of food flavours, the Group has developed
popular flavours such as black garlic and vine pepper, bringing
a different flavour experience to consumers and expanding
the market scope. With the popularity of plant-based meat
in the market, the Group also developed condiment scheme
for plant-based meat and applied them in the products of a
number of plant-based meat producers to inflate the taste of
plant-based meat and meet the growing demand of consumers
for healthy products.

The Group’s fragrance business is divided into four main
categories, namely insect-repelling incenses, personal care,
detergents and others. To better serve and meet the needs of
different customers, the Group has further refined its business
structure by introducing other sub-segments such as room
fragrances, home cleaning, perfumes and cosmetics. In the
first half of the year, the Group developed new customers and
invested in new products, resulting in year-on-year revenue
growth in the fragrance business.

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

During the Reporting Period, the Group adjusted the use of the
funds raised from the initial public offering of Huabao Flavours in
2018 and the implementation plans for the investment projects so
as to better to respond to the industry changes and the Group’s
development. The Group continued the construction of “Huabao
Yingtan Flavours and Ingredients Production Base Project” (“Huabao
Yingtan Project”), change the “Huabao H&K Food Flavours and
Food Technology Development Project” to “Huabao Technology
Innovation Centre and Supporting Facilities Project” (“Huabao
Techinno Project”), and launched the new “Huabao Digital
Transformation Project” (“Huabao Digital Project”), and ceased the
“Lhasa Pure Land Healthy Food Project”.
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Management Discussion and Analysis (contd)

As at 30 June 2021, the cumulative amount of the funds raised from
the initial public offering of Huabao Flavours in 2018 and dedicated
for the Huabao Yingtan Project was approximately RMB109.5191
million, representing an investment progress of approximately
10.59%; the cumulative amount of IPO proceeds that was dedicated
for the Huabao Techinno Project was approximately RMB114,000,
representing an investment progress of approximately 0.03%;
Huabao Digital Project is currently conducting relevant business
activities and preliminary research work and the cumulative amount
dedicated for the project was RMBO. The balance of the unused IPO
proceeds amounted to approximately RMB1,710 million.

Review of the tobacco raw materials business

During the Reporting Period, sales revenue of the Group's tobacco
raw materials business was approximately RMB209 million,
representing a year-on-year decrease of 31.2%, and accounting
for approximately 11.8% of the Group’s total revenue. Operating
profit of the business segment reached approximately RMB61.29
million, representing a year-on-year decrease of approximately
46.8%; and EBIT margin was approximately 29.4%, representing a
year-on-year decrease of approximately 8.6 percentage points. The
decrease in the sales revenue of this segment was mainly due to the
imbalance between supply and demand in the RTL industry and the
intense competition in the cigarette capsule industry that results in a
declining sales price of capsule.

On the demand side, the demand for RTL remained weak
due to the ongoing de-stocking of tobacco leaves and the
increasing share of sales of slim and medium cigarettes. On
the supply side, there is excess production capacity in the RTL
industry, with supply far exceeds demand. The imbalance
between supply and demand led to a decline in revenue in
the Group’s RTL business. In response to the sluggish market
conditions in the traditional RTL business, the Group formulated
and began to implement a strategy to develop HNB RTL. In
the domestic market, the Group has leveraged its technology
and experience in the field of RTL to provide HNB RTL products
to some of its customers in the PRC. In the overseas market,
the Group has completed the basic construction of HNB RTL
plant in Southeast Asia and commenced the construction of
ancillary facilities and installation of equipment. Meanwhile,
the factory has successfully developed clients and reached sales
commitment with them. The Group believes that as consumer
demand changes and upgrades, the market for HNB RTL has a
bright future and will gradually become a growth point for the
RTL business in the future.
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Management Discussion and Analysis (contd)

The market demand for capsule cigarettes has slowed down
due to the impact of state regulations and a decline in
consumer interests. With a large number of cigarette capsule
suppliers in the PRC, competition in the market was intense
and the downward pressure on product prices continued to
increase. During the Reporting Period, the Group exported
cigarette capsules to overseas markets to boost revenue. In
addition, the Group promoted food capsules to food and
beverage customers. The food capsules not only have a wide
range of flavours, but can also be enriched with different
nutrients such as probiotics, which has been recognised by
food and beverage customers. In the first half of the year,
food capsules accounted for approximately 10% of the
Group’s sales revenue from capsules. In terms of cigarette
filters, Hunan Jishou has optimised and upgraded its cigarette
filter production line to improve product yield and quality and
provide customers with quality products. Hunan Jishou has also
been actively improving its technology and product reserves in
the HNB cigarette filters, which aims to be well prepared for
the HNB cigarette filter market.

The operating results of the tobacco raw materials segment declined
in the short term. However, as the Group actively optimises its
strategy, the Group is confident that it can seize the development
opportunities brought by the innovative tobacco products, promote
the management level of the segment, acquire more customers and
businesses, and enable the segment to have good performance in
the future.

Review of the aroma raw materials business

During the Reporting Period, sales revenue of the aroma raw
materials business of the Group was approximately RMB320 million,
representing a year-on-year increase of 6.0% and, accounting for
approximately 18.2% of the Group’s total revenue. Operating profit
of the business segment reached approximately RMB22.44 million,
representing a decrease of 42.2% year-on-year; and EBIT margin
was approximately 7.0%, representing a decrease of approximately
5.8 percentage points year-on-year. The increase in revenue of the
aroma raw materials segment was mainly due to the macroeconomic
recovery and rebound in market demand, while the decrease in
operating profit was mainly due to the increase in raw material
prices and the less than expected market demand.

EEEFNWEDNT @

REBREEXENHEBENHERT R
MEE BREBENTSFELME - BR
ERBRHERSZ  MHEHRFAN  Em
BRTEEAOFEEM - HEHMA - £F
RERBELAEBINTIHZAEITIA -
N KERARBEMEFPEERDA
BE-amABRETENKEE  BET
BUNAANELERETNAEEND X
IRBRMEFPAA - L¥F  ReAR
BREBEBRFEERANLEEINN K -
BENEH HETEHBRELEERETT
BIAR RAERGENEE  REP
RHUHEBENER MRS EHLERER
FEHNB S/ 5 3 )8 77 T &9 B0 A0 2E o
- RBERHNBBEFERIBEM S M E
e

ERRARRNELXREEECHABEMTE
EEEEEBERELCEE SEAREFELEMIE
BHUEEEMSRNERLE  HERRE
BEEKFMEN  BEREZNEPMER
EREEE T REEFHORSA -

ERBEKDE

WEHAAN TEEERBAEBHEHERADAR
#3208 70 0 R EF6.0% @ HEEE B AU
A#18.2% - IRIMEBEBRF O ARKE2,2448
JC R L T FE42.2% + EBITE 497.0% * A LT
BASSEBE DT - BERBRBBALINES
AR ZBEBERE mEFRRE  EEAF
THREEZHREMHBER EERRTSERLTR
FEH -

11



Huabao International Holdings Limited ZREMZERBR AT  Interim Report 2021 FHIH &

Management Discussion and Analysis (contd)

During the Reporting Period, domestic and international vaccination
efforts were progressing and economic activities have been gradually
recovering. However, the market demand did not restore to what
it was before the Pandemic. In addition, the increase in commodity
prices led to a rise in raw material prices for aroma raw material
products, thus squeezing the profitability of aroma raw material
products.

The production process of aroma raw materials involves the use and
reaction of different types of chemical materials. Through education
activities and drills organised in “Production Safety Month”, the
aroma raw materials segment raised the employees’ awareness of
production safety and the ability to deal with dangerous situations
to ensure business operations in a safe, orderly, and standardised
manner.

Review of the condiment business

During the Reporting Period, the sales revenue of the Group’s
condiment business was approximately RMB324 million, representing
a year-on-year increase of 82.8%, and accounting for approximately
18.4% of the Group’s total revenue. The operating profit was
approximately RMB61.81 million and operating profit margin was
approximately 19.1%. The increase in revenue of the condiment
segment was mainly due to increased sales volume as demand in
the catering industry recovered, and the operating profit increased
accordingly.

In response to the demand of catering companies to reduce costs
and increase efficiency in the post-Pandemic era, the Group’s R&D
team collaborated with celebrity chefs to launch a series of sauce
products. These new products, which cover different flavours such as
sour, spicy and fresh, can be applied to various types of cold dishes
to enrich the flavour and colour of the dishes right away, saving
the chefs’ time in seasoning and offering speedy serving. The sauce
products have been well-received by customers and sales revenue
has doubled, becoming the product category that contributes the
most revenue following the three core products: chicken sauce,
mustard and juice.

In terms of sales channels, the Group optimised its distributor system
and strengthened partnerships with distributors with strong sales
capabilities, good reputation and extensive network coverage. The
Group’s own sales team actively communicated with distributors
to assist them in product promotion, after-sales service and sales
management, strengthening the sales capacity of distributors and
enhancing the Group’s sales revenue. As at 30 June 2021, there
were over 350 Tier 1 distributors in the condiment segment. In terms
of online sales channel, the flagship shop of Jiahao on Tmall mainly
serves as a brand promotion to facilitate end consumers in need to
better know about Jiahao's products.
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In terms of brand marketing, after nearly three years of hard work,
the brand image of Jiahao as the “China Flavour Expert” has left
a deep impression among customers. Jiahao has been pushing the
boundaries of its marketing strategy to meet the changing market
trends on flavours. During the Reporting Period, Jiahao used Hunan
cuisine as an entry point and organised an advertising campaign on
the theme of “Making juicy Hunan dishes with chicken sauce” to
promote the use of chicken sauce in Hunan stir fry by collaborating
with Hunan chefs to boost the sales of Jiahao's core products. In
addition, Jiahao provided chefs with mustard solutions for use in
seafood and vegetable dishes, further broadening the application of
mustard products.

During the Reporting Period, Jiahao's sales revenue has gradually
recovered to the same level as the corresponding period in 2019.
As competition in the condiment industry intensifies, Jiahao will
continue to enhance its operational and management capabilities
to meet the challenges. Meanwhile, the Group’s management is
establishing financing platform to provide solid protection for the
future development of Jiahao.

The Group is confident in the development prospects of the catering
market and condiment market in China and believes that Jiahao
will contribute more to the Group’s development in the future.
At the end of the Reporting Period, the Group performed an
impairment test on the goodwill of Jiahao's cash-generating unit
as at 30 June 2021. Based on the results of the impairment test,
there is no indication of further goodwill impairment of Jiahao's
cash-generating unit as at 30 June 2021, except for the impairment
of RMB495,498,000 which has already been recognised in
mid-2020.
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Management Discussion and Analysis (contd)

Review of R&D

During the Reporting Period, the Group’s investment in R&D was
approximately RMB109 million. R&D expenses accounted for
approximately 6.2% of sales revenue, representing a decrease of 0.1
percentage point as compared to the corresponding period last year.

In terms of flavours and fragrances, the Group was granted
two invention patents and two utility patents. Guangzhou
Huafang was granted the invention patent of "Fe-based
silkworm excrement biochar adsorption slow-release method
for phenylethanol", which enhanced its technological
capability in R&D of tobacco flavours. Xiamen Amber Daily
Chemical Technology Co., Ltd. was granted the utility
patent of "a microcapsule flavour drying device", which
strengthened its ability to apply microcapsule products in
daily-use chemical flavours. The flavours and fragrances
segment received seven awards in the first half of the year,
among which Guangzhou Huafang was awarded the title of
"Guangdong Famous High-tech Product" by the Guangdong
Hi-tech Enterprise Association. These awards reflect the
recognition of the Group’s product quality and management
standards by professional institutions.

In tobacco raw materials business, the Group was granted a
total of eight patents. Through continuous efforts, the Group
has made progress in innovative tobacco-related products and
technologies, and has been granted patents for "Equipment
for the production of plant-solidify sections of HNB tobacco",
"HNB tobacco and its smoking sections" and "HNB tobacco
and HNB systems". These patents deepen the Group’s
technological strength in the field of innovative tobacco
and provide a solid foundation for grasping the future
development opportunities in the innovative tobacco market.

In aroma raw materials business, Zhaoqing Perfumery Co., Ltd.
(Guangdong) was granted the invention patent of "A method
for recovering ethyl maltol from ethyl maltol production
wastewater". In condiments business, Jiahao was awarded
the "Zhongshan Grade A Engineering Technology Research
Centre", reflecting the recognition of Jiahao's strength in
flavour R&D.

Human Resources and Corporate Culture Construction

As at 30 June 2021, the Group employed a total of approximately
3,448 employees in mainland China, Hong Kong and Germany, and
etc.
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In the first half of 2021, the Pandemic was gradually brought under
control in mainland China and production and operations resumed
to normal across the Group. In order to facilitate swift development
in the post-Pandemic era, the Group conducted a management
trainee recruitment and development programme. The management
trainee programme consisted of five stages: training warm-up,
training initiation, course learning, job rotation and debriefing,
and was supervised and implemented by the Group’s management
and human resources department. Through the programme, the
management trainees will have an in-depth understanding of
the operation and management of various business segments of
Huabao, preparing them for their future career on the Group’s
platform. In order to upgrade the working skills of the Group's staff,
the Group organised an online course called “Huabao Lecture” to
provide regular training on legal, investment, financial, corporate
management, environmental, social and governance reporting to
brush up the knowledge of the staff, enabling them to work with
high proficiency in cross-departmental collaboration. For staff
working overseas, the Group has also raised the level of allowances
and benefits to motivate them to work harder. The Group continued
to revamp its staff development mechanism and staff promotion
system, setting out clear promotion criteria and feasible plans,
further boosting staff motivation. The Group also arranged for staff
to study the Anti-Fraud and Whistleblowing System and the Staff
Handbook to regulate their work behaviour and collaboration with
external parties, so as to clarify their job responsibilities and reinforce
their moral and ethical standards.

The year 2021 is the first year of the “Outline of the 14th Five-Year
Plan for National Economic and Social Development of the People’s
Republic of China and the Long-Range Objectives Through the
Year 2035” and the Chinese government has proposed a "dual
circulation" development concept to promote consumption and
economic development. In order to capture the development
opportunities, the Group recognised the importance of corporate
culture and branding in complementing corporate competitiveness,
building up corporate competitive advantages and promoting
corporate development. In terms of corporate culture, the
management has reshaped the corporate culture by expounding the
vision, mission, values, spirit and talent of Huabao, while convened
various departments to learn and explore the corporate culture,
encouraging employees to be more conscientious and improve
themselves, and continuously solve problems and create value for
customers. The Group invited staff from different departments and
levels to share the difficulties and challenges they encountered
at Huabao for colleagues to exchange ideas and complement
each other’s strengths for better stress tolerance, resilience and
communication skills. In terms of brand building, the Group has set
specific branding standards for each business unit aiming to present
a professional and uniform image in promotional business events,
enhancing the Group's brand recognition and awareness.
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OUTLOOK

In the second half of 2021, the Group will continue to adhere to
the concentric and diversified development strategy with flavours
and fragrances sector as the core. Embracing the vision of “leader
of a better life” and undertaking the mission of “green, healthy
and nutritious”, and steadily propel the Group to develop into
a diversified industrial group for taste-based consumer goods
by organic growth, mergers and acquisition as well as business
model upgrading, digitalization, industry-finance integration and
technological innovation as its four driving forces.

In terms of management system, the Group will implement the
“Four Transformation” as its core measures, namely, enterprise
conceptualisation, management digitalisation, asset securitisation
and business globalisation, and work concertedly to promote the
optimisation and upgrading of management system. In terms
of corporate philosophy, the Group upholds the core values
of “Customer first, Value creation, Sharing and Win-win” and
the corporate spirit of “Innovation, Pragmatism, Loyalty and
Collaboration”. Through strengthening the construction of
corporate culture, the Group continuously enhances its internal
cohesion and external competitiveness, embeds corporate culture
in corporate values and business philosophy, and creates an
international first-class corporate image that embodies profound
cultural heritage, social responsibility, and the pursuit of green,
healthy and nutritious lifestyle for customers and society. In terms of
management digitalisation, through the construction of a digitalised
management innovation platform and connecting internal and
external resources, effective interaction between online and offline
resources can be achieved, while efficient business operation can
be accelerated through informatisation, and management upgrade
of business segments can be promoted. As to asset securitisation,
we will assist the quality business to establish financing platform
to facilitate their development. For business globalisation, a global
R&D and innovation system featuring Huabao’s own strengths and
characteristics will be established based on its core technologies, and
we will leverage global resources to realise R&D and technological
innovation. Through coordinating global aroma and fragrance
resources, we will complete a safe and reliable global production
capacity layout plan, and the expansion of international footholds
will be conducted selectively.

With the continuous improvement of consumers’ health awareness
and increasing attention to health care, convenient, delicious and
functional products are more favoured by consumers and gradually
become the trend in the consumer goods industry. Consumers are
concerned about natural ingredients, fat content, clean label and
other factors in food. Under this consumption trend, each business
segment of the Group will actively formulate strategies to enable
products to keep up with the changes in consumption trend.
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For flavours and fragrances, the Group will respond to market
trends and strengthen the development, testing and application of
HNB flavours technology, enhance its capabilities in the separation
and purification of key ingredients, safety research and sensory
evaluation, and enrich the relevant product sample bank and
database, so as to prepare for the market opportunities of HNB
tobacco products in the future. The Group will seize the opportunity
of the healthy development trend of the food and beverage industry,
improve its R&D capabilities in the fields of functional raw materials
and plant-based food, and explore and develop more healthy
products together with end customers to bring better experience to
consumers.

In respect of tobacco raw materials business, the Group will focus on
improving its R&D and manufacturing capabilities in HNB cigarette
tobacco leaves and filters, and leverage quality products to develop
the business opportunities in the innovative tobacco industry.
Specifically, the Group will press on with the construction of the HNB
RTL plant in Southeast Asia and strive to commence trial production
by the end of the year. The Group will invest more resources to
improve its technology and product reserves in the HNB cigarette
filters. The signing and gradual implementation of the Regional
Comprehensive Economic Partnership will result in closer economic
cooperation in Southeast Asia and more convenient market access.
The Group will actively develop customers in the region and
establish strong cooperation relationship with customers to provide
more momentum for the development of tobacco raw materials
business, so that this segment will create more value for the Group
in the future and become one of the growth points of the Group’s
performance.

For aroma raw materials, the Group will continue to seize the
opportunities arising from the recovery of the global economy to
expand customer base and increase sales. The Group will continue to
enhance its R&D and manufacturing capabilities in natural aroma raw
material products to provide more high-quality aroma raw material
products to customers. The Group will also continue to enhance the
construction of safety facilities and the training of environmental
protection education, so as to ensure the sustainable, stable and
healthy development of the aroma raw materials business.

For condiment, the Group will introduce its key products through
thematic marketing campaigns. At the same time, more top-notch
and healthy seasoning products will be launched, so that consumers
can enjoy tasty but more nutritious and healthy food. The Group
will work closely with its distributors to do well in their inventory
management, and amplify their sales efficiency and capability. The
Group will work closely with distributors to assist them in inventory
management and sales level, improve the sales efficiency and ability
of distributors to achieve a win-win situation with distributors.
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Vaccination is still being rolled out in many countries and regions
around the world. However, as the virus has been evolving, there
is increasing uncertainty as to when the Pandemic will be brought
under control. The Group will organise its business and the human
resources departments will strengthen the pandemic prevention
and control measures, ensuring orderly and stable production and
operation activities. The Group will cooperate with its business
partners and staff to strive to achieve the Group’s operating
objectives of the year.

As mentioned in the Company’s previous annual report, the Group’s
management and business teams have been exploring the feasibility
of establishing a financing platform for Jiahao so as to enhance
its competitive advantage and seize the growth opportunities in
the condiment industry. The Group has been further assessing and
reviewing the feasibility of establishing the financing platform in
specific terms, including the possibility of a spin-off of the Group’s
condiment business for a separate listing on the Stock Exchange.
However, as at the date of this announcement, the Company has not
yet made any formal application to the Stock Exchange in respect
of the possible spin-off and proposed the listing of the Group’s
condiment business. The spin-off and the listing of the Group’s
condiment business on the Main Board of the Stock Exchange are
subject to, among other things, the listing approval being granted
by the Listing Committee in the future. No final decision has yet
been made as to whether the possible spin-off will be launched or
as to what the timing of the possible spin-off and the listing of the
Group's condiment business would be. The Company wishes to
remind shareholders of the Company and potential investors that
there is no assurance whether the Company will proceed with the
possible spin-off and the listing of the condiment business or not.
Further announcements will be made as and when appropriate.
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FINANCIAL REVIEW

Analysis of interim results for the six months ended
30 June 2021

The Group’s revenue amounted to RMB1,763,675,000 for the six
months ended 30 June 2021, representing an increase of 2.8%
as compared with RMB1,715,710,000 for the corresponding
period last year. The increase in the revenue was mainly due to
the successful prevention and control of the Pandemic in China
after the outbreak of the Pandemic in the early 2020, the catering
industry began to recover since the second half of 2020. As a result,
revenue of condiment segment in the current reporting period
reached RMB324,206,000, representing an increase of 82.8% as
compared with the corresponding period last year. Also, due to the
macroeconomic recovery and rebound in market demand, revenue
of aroma raw materials reached RMB320,265,000, representing an
increase of 6.0% as compared with the corresponding period last
year. However, due to the imbalance between supply and demand
in the RTL industry and intense competition in the cigarette capsule
industry that resulted in a declining sales price of capsule, revenue
of tobacco raw materials declined by 31.2% to RMB208,747,000,
which partly offset the increase in revenue.

The Group's cost of goods sold amounted to RMB709,694,000 for
the six months ended 30 June 2021, representing an increase of
13.2% as compared with RMB627,010,000 for the corresponding
period last year.

The Group’s gross profit decreased from RMB1,088,700,000 for
the six months ended 30 June 2020 to RMB1,053,981,000 for
the six months ended 30 June 2021, representing a decrease of
approximately 3.2%. The decrease in gross profit was mainly
attributable to the decrease in gross profit margin of the current
reporting period. The Group’s gross profit margin for the current
reporting period was approximately 59.8%, representing a decrease
of approximately 3.7 percentage points as compared with 63.5% for
the same period last year. It was mainly attributable to the changes
in products’ mix of the Group and the adjustments of selling price of
products in response to the fierce competition in the market.
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Management Discussion and Analysis (contd)

Other income and other gains (net) of the Group was
RMB222,074,000 for the six months ended 30 June 2021,
representing an increase of RMB72,139,000 as compared with
RMB149,935,000 for the corresponding period last year. The
increase in other income and other gains was mainly due to the
fair values gain on financial assets at fair value through profit or
loss reached approximately RMB100,845,000 in the current period,
representing an increase of RMB99,535,000 as compared with
RMB1,310,000 of the corresponding period last year. However,
it was partly offset by the currency exchange loss. The currency
exchange loss of RMB10,597,000 was recorded in the current period
while currency exchange gain of RMB41,205,000 was recorded in
the corresponding period last year. The currency exchange loss for
the current period was mainly due to the Group’s long-term loan
(balance as at 30 June 2021: RMB983,930,000) was borrowed and
settled by the Company in RMB, whereas the functional currency
of the Company was HKD. The exchange rate of RMB against Hong
Kong dollar rose during the current reporting period, thus currency
exchange loss was incurred.

The selling and marketing expenses of the Group comprised
mainly travelling expenses, advertising and promotion expenses,
salaries and office expenses, etc. The selling and marketing
expenses of the Group for the six months ended 30 June 2021 was
RMB135,821,000, representing a decrease of 15.8% as compared
with RMB161,248,000 for the corresponding period last year. Selling
and marketing expenses for the current reporting period accounted
for approximately 7.7% of the total revenue, representing a decrease
of 1.7 percentage points as compared with approximately 9.4%
for the six months ended 30 June 2020. The decrease in such ratio
and the decrease in the selling and marketing expenses were mainly
attributable to the Group’s proactive control of expenses and the
delivery expenses of goods being accounted for in the cost of goods
sold.

The Group’s administrative expenses amounted to RMB404,789,000
for the six months ended 30 June 2021, representing an increase
of 3.5% as compared with RMB390,920,000 for the corresponding
period last year. It was mainly attributable to the increase in
employee benefit expenses during the current reporting period.
Administrative expenses for the current reporting period accounted
for approximately 23.0% of the total revenue, which was basically
the same as approximately 22.8% for the six months ended 30 June
2020.
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Management Discussion and Analysis (contd)

The Group's operating profit for the six months ended 30 June 2021
was RMB733,573,000, representing an increase of approximately
294.9% as compared with RMB185,778,000 for the six months
ended 30 June 2020. It was mainly because there was Jiahao's
Goodwill Impairment of RMB495,498,000 recognised in the same
period last year whereas no such loss was recorded in the current
period. If Jiahao's Goodwill Impairment of the same period last year
were excluded, the operating profit for the current reporting period
would increase by 7.7% as compared with the corresponding period
last year; the operating profit margin for the current period was
approximately 41.6%, representing an increase of 1.9 percentage
points as compared with approximately 39.7% for the corresponding
period last year, which was mainly due to an increase in other
income and other gains (net) for the current reporting period as
compared with the same period last year, but it was partly offset by
the decrease in gross profit.

Profit before income tax of the Group for the six months ended
30 June 2021 amounted to RMB753,364,000, increased by
RMB550,018,000 as compared with RMB203,346,000 for the six
months ended 30 June 2020. If Jiahao's Goodwill Impairment of the
same period last year were excluded, the profit before income tax
for the current reporting period would increase by RMB54,520,000,
representing an increase of 7.8% as compared with the
corresponding period last year, which was mainly due to the increase
in operating profit.

The income tax expenses of the Group for the six months ended
30 June 2021 was RMB171,899,000, representing an increase of
25.3% as compared with RMB137,154,000 for the six months
ended 30 June 2020. Income tax rate of the current reporting period
was approximately 22.8%. If Jiahao's Goodwill Impairment of the
same period last year were excluded, income tax rate of the current
reporting period would increase by approximately 3.2 percentage
points as compared with approximately 19.6% for the six months
ended 30 June 2020, which was mainly attributable to the increase
in withholding income tax on dividends distribution by subsidiaries in
mainland in the current reporting period.
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Management Discussion and Analysis (contd)

The profit attributable to the equity holders of the Company
for the six months ended 30 June 2021 was RMB481,129,000,
representing an increase of RMB526,563,000 as compared with
the loss attributable to the equity holders of the Company of
RMB45,434,000 in the same period last year. It was mainly because
there was Jiahao's Goodwill Impairment of RMB495,498,000
recognised in the same period last year whereas no such loss was
recorded in the current period. If Jiahao's Goodwill Impairment of
the same period last year were excluded, profit attributable to the
equity holders of the Company for the current period would increase
by approximately 6.9% as compared with the same period last year.

As at 30 June 2021, the net current asset value of the Group was
RMB6,015,094,000 (31 December 2020: RMB7,145,001,000).
The Group generates its working capital mainly through its
operating activities to maintain a sound financial position. As at
30 June 2021, the Group's cash and bank balances amounted to
RMB3,946,500,000 (31 December 2020: RMB6,335,596,000).
In addition, the Group held bank wealth management products
amounted to RMB1,969,078,000 (31 December 2020:
RMB540,492,000) which was classified as financial assets at fair
value through profit or loss.

As at 30 June 2021, the Group had bank borrowings of
RMB1,855,217,000 (31 December 2020: RMB2,708,230,000), all of
which were unsecured loans and due within one to two years. The
Group had secured loan of RMB1,692,855,000 as at 31 December
2020 which had been fully repaid during the six months ended 30
June 2021. For the current reporting period, the average annual
interest rate of the secured loan was 5.7% (six months ended 30
June 2020: 5.7%), and the average annual interest rate of the
unsecured loans were 2.2% (six months ended 30 June 2020: 3.0%).
As at 30 June 2021, the Group’s gearing ratio (total borrowings,
include current and non-current borrowings, divided by total
equity (excludes non-controlling interests)) was 15.3%, which was
decreased significantly by 7.5 percentage points from 22.8% as of
31 December 2020.
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Management Discussion and Analysis (contd)

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 2021, the Group’s average trade receivables turnover period
was 94 days, representing an increase of 3 days as compared with
91 days for the last financial year ended 31 December 2020, while
representing a decrease of 5 days as compared with 99 days of the
corresponding period last year. The ratio basically remained stable.

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 2021, the Group's average trade
payables turnover period was 66 days, representing a decrease of 7
days as compared with 73 days for the last financial year ended 31
December 2020.

As at 30 June 2021, the Group's inventory balance amounted to
RMB918,736,000, representing an increase of RMB63,990,000 as
compared with the balance of RMB854,746,000 as at 31 December
2020. For the six months ended 30 June 2021, 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 225 days,
which basically remained the same as 228 days for the last financial
year ended 31 December 2020.

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.
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Management Discussion and Analysis (contd)

During the six months ended 30 June 2021, the Group’s equity
interest in Guangdong Jiahao Foodstuff Co., Ltd. and its land and
buildings in Zhongshan China used as collateral for the secured bank
loan had been released. Also, the secured bank loan was fully repaid
by the Group as at 30 June 2021 and the related pledged equity
interest in Jiahao Foodstuff Limited was formally released in July
2021. Apart from the above-mentioned, the Group had no pledged
assets as at 30 June 2021.

As at 30 June 2021, 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 RMB319,197,000(31 December 2020:
RMB177,040,000).

According to the information available to the Board, the Group had
no contingent liabilities as at 30 June 2021.
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Other Information

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2021, 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 APz EBRYR
Number Percentage
of issued of the issued
Name of Director(s) Capacity Shares held share capital
BEERT hHE#T
EEnA g7 RGO E RABDL
CHU Lam Yiu Held through controlled corporations Mot 2,293,408,900 73.79%
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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 2021, 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.
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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 2021, there were no outstanding share options granted by the
Company under the Share Option Scheme and during the Reporting
Period, there were no share options exercised, cancelled or lapsed
under the Share Option Scheme.

SHARE INCENTIVE SCHEME - GUANGDONG JIAHAO
SHARE INCENTIVE SCHEME

Pursuant to a written resolution of the directors of Guangdong
Jiahao passed on 15 October 2020, Guangdong lJiahao, an indirect
non-wholly-owned subsidiary of the Company, approved, adopted
and implemented a share incentive scheme (the “Share Incentive
Scheme”) in which eligible participants will be entitled to participate.
The Share Incentive Scheme is not subject to the requirements of
Chapter 17 of the Listing Rules.

For the purpose of this Share Incentive Scheme, four limited
partnerships have been established, namely Yingtan Xiangshan
Corporate Advisory Centre (Limited Partnership) ( f& B % 1L 1> ¥ 5%
L (BBRAE)), Yingtan Zhonghao Corporate Advisory Centre
(Limited Partnership) (EEBEHRZE¥EZEAFT L (BRAEE)), Yingtan
Guanghao Corporate Advisory Centre (Limited Partnership) ( f&Z &
S EHATL (BREAE)) and Yingtan Huajia Corporate Advisory
Centre (Limited Partnership) ([EZEZPEZAT L (BREH)),
through which the participants indirectly hold 1.98% equity interests
in Guangdong Jiahao and the relevant awards have vested in the
limited partnership shareholding platforms.

There were in total 80 participants under the Share Incentive
Scheme, including directors and senior management of Guangdong
Jiahao. The chairman of Guangdong Jiahao, XIA Liqun, who is also a
director of the Company and one of the participants.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than disclosed in Note 12 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 (the “Previous Loan
Facility”). Pursuant to the facility agreement, Ms. CHU Lam Yiu
("Ms. CHU"), 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 Previous 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 Previous Loan Facility from the
Company.

As disclosed in the announcement of the Company dated 15 June
2021, the Company entered into a new facility agreement with
another PRC bank (the “New Lender”) for a loan of approximately
RMB984 million for a term of 24 months (“New Loan Facility”)
commencing on 25 June 2021 for purpose of settling the
outstanding balance of the Previous Loan Facility. All amount
outstanding under the Previous Loan Facility were fully repaid
by the end of the Reporting Period. Pursuant to the new facility
agreement, Ms. CHU is required to maintain her controlling stake in
the Company and shall not conduct any divestment throughout the
term of the New Loan Facility. Breach of such term will constitute
an event of default which entitles the New Lender to, among other
things, demand immediate payment and/or repayment of all amount
outstanding under the New Loan Facility from the Company.
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Other Information (cont'd)

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.

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 CG Code,
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
since 9 April 2013. As the Board meets regularly to consider the
matters relating to business operations of the Group, the Board is of
the view that the above arrangement will not impair the balance of
power and authority of the Board and the executive management.
The effectiveness of corporate planning and implementation of
corporate strategies and decisions will generally not be affected.

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

Environmental, Social and Governance Reporting

The Environmental, Social and Governance (“ESG") Report which
contains our ESG information for 2020 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 in 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 19 March
2021 (being the date of approval of the Company’s 2020 Annual
Report) and 20 August 2021 (being the date of approval of this
report) are set out below:

1. Mr. LAM Ka Yu was appointed as Co-Chairman of the Board
with effect from 1 June 2021.

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 2021.

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HK6.4 cents
per Share in cash for the six months ended 30 June 2021 (six months
ended 30 June 2020: no interim dividend and special dividend of
HK6.0 cents per Share), which is expected to be paid on or about 8
October 2021 to Shareholders whose names appear on the register
of members of the Company on 17 September 2021.

CLOSE OF REGISTER OF MEMBERS

In order to determine Shareholders who qualify for the interim
dividend, the register of members of the Company will be closed
from 15 September 2021 to 17 September 2021, 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 14 September 2021.
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Other Information (cont'd)

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

During the six months ended 30 June 2021, 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
2021 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 2021. 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, 20 August 2021
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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
33 to 78 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 2021 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, 20 August 2021
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Condensed Consolidated Statement of

Financial Position

Huabao International Holdings Limited ZEERIER IR A 7

5 B 4R & B 151k R 3=

Interim Report 2021 R HIR &

(All amounts in RMB thousands unless otherwise stated) (BRRAEEBEEN TESEHUARET TIIR)
As at As at
30 June 31 December
2021 2020
120215 720204
6H30H 12H31H
Note Unaudited Audited
B 5 RIBEX KAz
Assets BE
Non-current assets ERBEE
Property, plant and equipment Y - BB REE 7 1,471,535 1,388,257
Right-of-use assets FHRERE 246,009 240,902
Intangible assets mEE 7 6,184,435 6,226,362
Investments in associates REENR 72K E 8 378,222 374,761
Investment in a jointly controlled entity iR HIE 2 2 R E 6,835 7,410
Financial assets at fair value through NAREBEAEBEEHTA
other comprehensive income Ehrmlm oo EE 5 72,196 55,072
Financial assets at fair value through UWRAAREBEFZEBEZEHTA
profit or loss EnemEE 5 227,441 112,614
Deferred income tax assets RS EE 9 155,004 160,447
Other non-current assets HiIERBEE 350 581
8,742,027 8,566,406
Current assets REBEE
Inventories T8 918,736 854,746
Trade and other receivables B 5 K H b fE W k18 10 1,165,751 1,351,750
Financial assets at fair value through NAREBEFEAEEZTHTA
profit or loss BRzemEE 5 2,012,266 569,556
Short-term time deposits HATE BBTF 3R 56,300 1,413,840
Cash and cash equivalents WERRESEEY 3,890,200 4,921,756
8,043,253 9,111,648
Total assets BEE 16,785,280 17,678,054
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(All amounts in RMB thousands unless otherwise stated) (BRAEEBEEN  TESEHUARET TIIR)
As at As at
30 June 31 December
2021 2020
H2021% R20204F
6H30H 12A31H
Note Unaudited Audited
M aE REEZX KRR A%
Equity =
Capital and reserves attributable to AAREREEAEWL
the Company’s equity holders BAR#E
Share capital [N 11 318,636 318,636
Reserves ] 13 2,644,023 2,633,732
Retained earnings IR 8 & F| 9,169,654 8,918,688
12,132,313 11,871,056
Non-controlling interests IF 2 it RE 2R 1,722,534 1,823,193
Total equity 48R R 13,854,847 13,694,249
Liabilities =R
Non-current liabilities kRBEE
Borrowings B 14 688,751 1,806,477
Lease liabilities HERE 43,748 39,345
Deferred income tax liabilities RS AR 9 168,975 170,536
Trade and other payables 8 5 N H b e 5B 15 800 800
902,274 2,017,158
Current liabilities REBAE
Borrowings B 14 1,166,466 901,753
Lease liabilities HEAE 25,543 24,526
Trade and other payables B 5 N H b 5B 15 548,914 648,744
Current income tax liabilities EEEHAE 168,010 208,923
Contract liabilities ERAE 119,226 182,701
2,028,159 1,966,647
Total liabilities =i 2,930,433 3,983,805
Total equity and liabilities HERREE 16,785,280 17,678,054

|t RS B AR & B SR 0 2% FE B AR R Y R — OF B

==
=N

The above condensed consolidated statement of financial position
should be read in conjunction with the accompanying notes.



(All amounts in RMB thousands unless otherwise stated)

Revenue EE

Cost of goods sold $HE KA

Gross profit ER

Other income and other gains — net H Ab U A R H A g 25 — F &R
Selling and marketing expenses HE MG HERER S
Administrative expenses THER

Impairment of goodwill &R E

Net impairment losses on financial assets 4 &l & & (B 18 < F 58

Operating profit EERR
Finance income B 75 Uk A
Finance costs & AR
Finance income — net B AU —F KE

Share of results of associates and a jointly JE{L B & N 7] & L REH B

controlled entity BE 2R
Profit before income tax RRBE AT BRI
Income tax expense Fri&#%1
Profit for the period A2 R
Attributable to: Bk
Equity holders of the Company /NS S-S SRS N
Non-controlling interests FE 12 ) 11 e 2

Earnings/(loss) per share for profit THEERAREREE AR
attributable to the Company’s equity EHEREF (FE)
holders for the period

Basic and diluted HA KN #E

Note
Fff 5

19

(BRABEAEI  AESBRHUAARETTIIR)

Unaudited
RIBEZX
For the six months ended
30 June

B Z6H30R 1L EA
2021 2020
20214 20204
1,763,675 1,715,710
(709,694) (627,010)
1,053,981 1,088,700
222,074 149,935
(135,821) (161,248)
(404,789) (390,920)
- (495,498)
(1,872) (5,191)
733,573 185,778
65,483 82,158
(49,628) (79,480)
15,855 2,678
3,936 14,890
753,364 203,346
(171,899) (137,154)
581,465 66,192
481,129 (45,434)
100,336 111,626
581,465 66,192
RMB cents RMB cents
AR S AR¥ES
15.48 (1.46)

The above condensed consolidated income statement should be read i f§AR4R & sk FE AR EN s — 8 -

in conjunction with the accompanying notes.



(All amounts in RMB thousands unless otherwise stated)

Profit for the period

Other comprehensive income:

Items that will not be reclassified to profit
or loss

Fair value changes of equity investments
at fair value through other
comprehensive income, net of tax

Currency translation differences of the
Company and its non-foreign operations

Items that may be reclassified to
profit or loss

Currency translation differences of
foreign operations

Other comprehensive income/(loss)
for the period, net of tax

Total comprehensive income for the
period, net of tax

Total comprehensive income/(loss)
attributable to:
Equity holders of the Company
Non-controlling interests

The above condensed consolidated statement of comprehensive
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income should be read in conjunction with the accompanying notes.

(Br=BHEAEIN -

bt B BR AR & Mk 25 2 B S AR PR o — O B

A @B AARE T TIIR)

Unaudited
REER
For the six months ended
30 June
HZ6H308 L<AA

2021 2020
20214 20204
581,465 66,192
(195) (1,669)
(732) (37,981)
3,887 (1,603)
2,960 (41,253)
584,425 24,939
487,732 (86,678)
96,693 111,617
584,425 24,939

o



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

Unaudited
REEY
Attributable to equity holders of the Company
NG $-35 DN T
Non-
Share Retained Controlling Total
Capital  Reserves  earnings Total interests equity
xS )
B @ REEA st B AER
Balance at 1 January 2020 R202051A81H 318,636 2,540,529 8,969,048 11,828,213 1,771,260 13,599,473
Total comprehensive (loss)/income for & Z2020%6530H L
the six months ended AMEAMZE (FB)/
30 June 2020 KA - (41,244)  (45434)| (86,678) 111,617 24,939

Transactions with owners in their HEANABEEANRS
capacity as owners:

Dividends payable to non-controlling MR ERERARE

interests - - - - (9,186) (9,186)
Dividends paid to non-controlling interests & JE% & 1 i & S (F RV IR B = = = = (237,233)  (237,233)
Final dividends for the year ended IR R X &I 220195

31 December 2019 paid to shareholders 12 A31 8 FEE R & - - (285,887)| (285,887) - (285,887)
Appropriations from net profit B A & = 3,050 (3,050) = = =
Disposal of a subsidiary HERBAR - - - - 209 209
Changes in ownership interests in a HEWBAR AR

subsidiary without change of control RS T/ i B e = 24,287 = 24,287 11,003 35,290
Capital injection from non-controlling FEHMERTE

interests - - - - 2,837 2,837
Share-based payment- value of e

consultancy service ERREER - 98 - 98 - 98
Total transactions with owners HETARZHAE - 27,435 (288,937) | (261,502)  (232,370) (493,872)
Balance at 30 June 2020 1202056 A30R 318,636 2,526,720 8,634,677 (11,480,033 1,650,507 13,130,540
Balance at 1 January 2021 R2021E181A 318,636 2,633,732 8,918,688 11,871,056 1,823,193 13,694,249
Total comprehensive income for the 22021664308 It

six months ended 30 June 2021 AMEAWZEKELH - 6,603 481,129 | 487,732 96,693 584,425

Transactions with owners in their HEADNTREEANRS
capacity as owners:

Dividends payable to non-controlling BEZaE i Eak=id:o)

interests sy - - - - (3,728)  (3.728)
Dividends paid to non-controlling IR FE VR M R 2 2 A 0

interests R 2 - - - - (193,624) (193,624)
Final dividends for the year ended ARES T EZ2020F

31 December 2020 paid to shareholders 12 A31BIEFE

MR A - - (229479) | (229,479) - (229,479)

Appropriations from net profit B A & - 684 (684) - - -
Share-based payment- value of R AERNZ A -

employee services EERBER - 3,004 - 3,004 - 3,004
Total transactions with owners HBEEARZHE - 3,688  (230,163) | (226,475)  (197,352) (423,827)
Balance at 30 June 2021 R2021%6H30H 318,636 2,644,023 9,169,654 (12,132,313 1,722,534 13,854,847

The above condensed consolidated statement of changes in equity = it f BB 4% & 4 &5 % &) 5% J& B2 4 J& I 5 — O B3
should be read in conjunction with the accompanying notes. iE e



(All amounts in RMB thousands unless otherwise stated)

Cash flows from operating activities
Cash generated from operations
Income tax paid

Net cash generated from operating activities

Cash flows from investing activities

Acquisition of a subsidiar

Proceeds from disposal of subsidiaries

Refund of termination of the additional capital
injection into an associate

Acquisition of equity interest in an associate

Proceeds from disposal of an associate

Purchases of financial assets at fair value
through profit or loss

Proceeds from disposals of financial assets at
fair value through profit or loss

Purchases of property, plant and equipment,
and intangible assets

Purchase of right-of-use assets for land use rights

Proceeds from disposal of property, plant and
equipment and intangible assets

Short-term time deposits placed

Short-term time deposits released

Dividend received

Interest received

Net cash (used in)/generated from investing
activities

Cash flows from financing activities
Final dividend for the year ended
31 December 2019 paid to shareholders
Final dividend for the year ended
31 December 2020 paid to shareholders
Dividends paid to non-controlling interests
Proceeds from changes in ownership interests
in a subsidiary without change of control
Capital injection from non-controlling interests
New bank borrowings raised
Repayment of bank borrowings
Principal elements of lease payments
Interest elements of lease payments

Interest paid related to bank borrowings and others

Net cash used in financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at the beginning of
the period

Effects of currency translation on cash and
cash equivalents

Cash and cash equivalents at the end of
the period

The above condensed consolidated cash flow statement should be
read in conjunction with the accompanying notes.
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REER
For the six months ended
30 June

EZ6H30HIEAEA
2021 2020
20215 20204
694,332 721,708
(208,929) (254,188)
485,403 467,520
(154)
80
- 14,560
(18,152) -
6,320 -
(2,803,379) (512,000)
1,346,203 878,729
(163,470) (83,668)
(4,140) -
7,368 5,754
- (1,157,540)
1,357,540 1,511,784
4,696 9,114
94,632 74,574
(172,382) 741,233
- (285,887)
(229,479) -
(193,624) (238,451)
- 35,290
- 2,837
1,210,280 466,629
(2,056,935) (618,750)
(11,422) (11,233)
(1,188) (2,325)
(50,574) (80,044)
(1,332,942) (731,934)
(1,019,921) 476,819
4,921,756 3,387,780
(11,635) 9,706
3,890,200 3,874,305
&7 & 5% e B2 AR B MY 5 — OF B3



Huabao International Holdings Limited ZEERIER IR A 7

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
2021.

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 20 August 2021.

This condensed consolidated interim financial information has
been reviewed and has not been audited.
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Huabao International Holdings Limited ZE®EFIZRERA 7

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 2021 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 2020 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 2020, 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.
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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)

(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
have not been early adopted by the Group:

(BBHIEBES
3. EETBUR (&

AR E

AT

Huabao International Holdings Limited ZEERIER IR A 7

Interim Report 2021 R HIR &
B4R & B B B 7% & R Y &

BB AARE T TIIR)

(b) ERMEMKEARSTEE 2%

AEBYERERAATERME
1 R A 2 37 22 Al I 1 30 B ZE Rl ey

Effective for

the financial year

beginning on
or after
RT3 E 8%

Z & FAE B9 B B

FEBEN

Amendments to HKFRS 1, HKFRS 9,
HKFRS 16 and HKAS 41

BAMBREEAFE 1R
BEBP B HREERFE
BB B HRELERE1697 K&
BB SR ERFE415EE]

Amendments to HKFRS 3

BBV G R EEREIREE]

Amendments to HKAS 16

BAEGERE165RBF]
Amendments to HKAS 37

BAGETEEITREET
Amendments to HKAS 1

BAEGHENE1FIEET

HKFRS 17

BB B HREERFE1TR

Amendments to HKAS 1 and HKFRS
Practice Statement 2

BREGHENE IR RER

MBREEYNEBEREE2RER]

Amendments to HKAS 8
BAGETEREIRIEET
Amendment to HKAS 12

FE G ERE 125 IEFT

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
BB BEHREAER2018F R
2020F HHY 2 F E e

Reference to the conceptual framework

2EFER

Property, Plant and Equipment- proceeds
before intended use

M MRRRE-BREAZRIHMER

Onerous Contracts — Cost of Fulfilling a
Contract

BEEH-BITa82KA

Classification of liabilities as current or
non-current

BESERRBLIERD

Insurance contract

weaR

Disclosure of Accounting Policies
S BRI E

Definition of Accounting Estimates

BB TR

Deferred Tax related to Assets and Liabilities

arising from a Single Transaction
HE-—QGMEENEER
BEARZELEMREHR

existing standards on the Group’s consolidated financial

statements.

B

1 January 2022

20221 A1H

1 January 2022
202241 H1H
1 January 2022

20221 A1 H
1 January 2022

20221 H1H
1 January 2023

20231 A1RH
1 January 2023
2023 1H1H
1 January 2023

2023F1A1H
1 January 2023
2023 1H1H
1 January 2023

2023F1H1H
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Huabao International Holdings Limited ZE®EMERBRAT  Interim Report 2021 FHIHR &

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 2020.

5. 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 2020. There have been no changes
in the risk management policies since 31 December
2020.
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Huabao International Holdings Limited ZEHEFRZEREMR AT  Interim Report 2021 K&

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

(All amounts in RMB thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT (continued)

5.2

5.3

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 2021 and 31 December 2020.

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).
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Notes to the Condensed Consolidated R4S P HI B R E R M &
Interim Financial Information (contd)
(All amounts in RMB thousands unless otherwise stated) (BRAEEBEEN  TESEHUARET TIIR)
5. FINANCIAL RISK MANAGEMENT (continued) 5. MXERER (&)

5.3 Fair value estimation (continued) 5.3 DAAEBEMGE (&)

The table presents the Group's financial assets measured
and recognised at fair value at 30 June 2021 and 31
December 2020:

TR RASEBER20215F6 A30H
N2020%F12831BIRE AR EFER
RN S B E

Level 1 Level2 Level 3 Total
-8B H-B %=B Hat
At 30 June 2021 7202156 A30H
Financial assets at fair value through AR AR BEEHHEE
profit or loss (“FVPL") AARGCEREE
— Listed equity investments —FTRERERE 43,188 - - 43,188
- Wealth management products - EEEER - - 1,969,078 1,969,078
- Unlisted equity investments —JELTEREE - - 227,441 227,441
Financial assets at fair value through U AREBETEEHEH
other comprehensive income FTAEMEEES E@E
("FVOCI") B
— Unlisted equity investments in - BRI LT
the PRC BHRE - - 17,868 17,868
— Unlisted overseas equity —RENNIEET
investments BHKRE - - 54,328 54,328
43,188 - 2,268,715 2,311,903
Level 1 Level 2 Level 3 Total
F-B F-EB F=FE $5t
At 31 December 2020 ®2020%12831H
Financial assets at FVPL NAABEFEAHE
FABRE EREE
— Listed equity investments —FTERKRE 29,064 = - 29,064
- Wealth management products - EEEER = - 540,492 540,492
- Unlisted equity investments —FETEREE - - 112,614 112,614
Financial assets at FVOCI LARBEFEAEES
AR ZE 2
TREE
— Unlisted overseas equity — BN FE LR
investments %E = — 55,072 55,072
29,064 - 708,178 737,242
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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 2021. There are no
other financial instruments that were measured at fair

value as at 30 June 2021 and 31 December 2020.

The financial assets of level 1 within the fair value
hierarchy as at 30 June 2021 and 31 December
2020 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.

GRS P &R & @

(BBHERE - FASEIAARETFLIIR)
MEEkERE (R

5.

5.3

D REEMAE (&)

H E2021%6H30H k<@ A « #
BEMEERE—"E F_EME
—EREBERzZEEAREL - ©
202146 A30H K%2020412 A 31
B IEEGERTEDNEAAE
BEifE -

7202156 H30H X2020F12 A31
B 2hBEEATNE —ELH
BEERFTANAAEBEGFEEHEE
Bt AEHETNERMEERN £
MERKEE EEBMEFRRIH
ELEESRMTANAABEERKSE
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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)

5.4 Fair value measurements using significant
unobservable inputs (Level 3)

The financial assets of level 3 within the fair value
hierarchy as at 30 June 2021 and 31 December 2020
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 2021:

&R S P B 35 & R & o

(BRABEAEI  AESBHAARETTIIR)

5.

Bt # B B 2 (4]
54 FRAEXRTABEEGANAAE

BEFE(F=ZE)

20216 A30H Kk2020F12H31
H 2hBEEATHNE=ESH
BERUNAAREBEF=EBHEHET
AHME2AKEN SR EEMNNAA
AEEFEAHEEH AL HES
MEMEE - TRIETAEEHE
ZE2021F6A30B IE B AWM AR
BEEEBRATE-ESREENE (L

Unlisted Wealth
equity management
investments products Total
¥Lm BE
ERRE EEER e
At 1 January 2021 M2021€181A8 167,686 540,492 708,178
Additions NE 63,248 2,758,000 2,821,248
Disposals HE - (1,346,003) (1,346,003)
Fair value change recognised £ fth 2 H Y 25
in other comprehensive RO AR BEZD
income (195) - (195)
Fair value change recognised 7 E il A FI H A
in other income and other Hﬁzﬁé—;‘%‘%ﬁq? R
gains — net Z AR BERD 69,760 16,589 86,349
Currency translation BEMBmEERE
differences (862) - (862)
At 30 June 2021 72021464308 299,637 1,969,078 2,268,715

Asset-based approach is adopted in valuation of the
financial assets of level 3. Market approach and equity
allocation model are no longer used for the six months
ended 30 June 2021 as the unlisted equity investment
which used these valuation techniques was disposed
during the year ended 31 December 2020.

The expected return rates used in determining the
fair value of the wealth management products of
RMB1,969,078,000 as at 30 June 2021 were between
1.0% to 3.8% (31 December 2020: 0.9% to 4.0%).
The fair value of unlisted equity investments is based on
asset-based approach with no quantitative unobservable
inputs developed.
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H E2021F6 8308 IENE B T H
KEAMBEMER) EER - BA
R2020F12A31MBIEEEBE HEF
RAZEERMHELEmERKZE -

MR2021F6H30B I EEEE MW
NAEEAEARM1,969,078,000
T MARBTEEAAEEMNES
W28 R FE1.0%E3.8% 2 (20204
12A31H : 0.9%E4.0%2 M) - &
MIELMESEENRAABEDE
REEZ. WEZSLENTAER
B A SR Ah AT ©
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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

5.6

Group's valuation processes

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

Fair value of financial assets and liabilities
measured at amortised cost

The fair value of financial assets and financial liabilities
measured at amortised cost approximate their carrying
amounts.
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

6.

REVENUE AND SEGMENT INFORMATION

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

(1)

)

3

(4)

Flavours and fragrances;
Tobacco raw materials;
Aroma raw materials; and

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.

M

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

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.

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.

Condiment segment includes production, sales,
marketing and distribution of condiments.

Interim Report 2021 F IR &

A 4R S P 5 9 15 B

(Br=BHEAEIN -

AEEBNREDREOBETEZEN

() &
(2) ERR# :
@) BERE:R

(4) #%m -

FTEKERREPEAATES ([B1T
HNITESEMAEBENR IR
1 E R

Bx)) -
%Mﬁ%%ﬁ&“%ﬁﬁ°%
R EREZEDES ©

HITEFNRKERPAEEREL LT
CERRM BRBRFARRZD

mERE
BEBRR -

(1) BEREGREME -

%%Fuu°

(2) ERRHMEBLBEDE -

E:Euu °©
B) BTRHEEXEBREME £ERHEE
ERMER BRHATDEBBLEER

EEKIRARDN[HEWE] -

BREEE HE-

A EHUARE T LIIR)
6. EXBERIBEH

TERHEESR

£ E NMH
EEMEZBEERERRAFH A
MEEFERANEETROH M



Huabao International Holdings Limited B EIFRZKRAR AR  Interim Report 2021 K& 49

Notes to the Condensed Consolidated BHEESPDHEMBEE L M E @
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BRRAEEBEEN TESEHUARET TIIR)
6. REVENUE AND SEGMENT INFORMATION 6. ZEHRIHER(EF)
(continued)
The segment information for the six months ended 30 June 2202168308 IF/~A A By o 2 &R
2021 is presented below: 25 :
Unaudited
REEK

For the six months ended 30 June 2021
BZ202156A30R L~ EA

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

iR ERERH ERR A it ast

Total revenue BEEE 916,678 221,059 322,370 324,206 20 1,784,333
Inter-segment revenue AEHEER (6,241) (12,312 (2,105) - - (20,658)
Segment revenue - net PHEXE-FE 910,437 208,747 320,265 324,206 20 1,763,675
Segment result DEEE 576,461 61,291 22,435 61,814 11,572 733,573
Finance income PIEWA 65,483
Finance costs AR (49,628)
Finance income - net HERA—F8 15,855
Share of results of associates and a  JE {5 8% A 7] |2 St R 2 4l
jointly controlled entity ERI%E 3,936
Profit before income tax B A BRI 753,364
Income tax expense PG (171,899)
Profit for the period KEE R 581,465
Depreciation hE 19,041 42,334 13,524 5,951 3,520 84,370
Amortisation B 833 4,496 7,580 36,895 11 49,815
Unaudited
REEZ
As at 30 June 2021
R2021%6A30A
Flavours  Tobacco Aroma
and raw raw
fragrances  materials materials Condiment Others Total

R ERRR  ERR  Akm it Eh

oD
pere
o
Tt

Segment assets 7,804,076 2,575,038 1,208,133 4,559,744 638,289 16,785,280
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated) (BRAEEBEEN  TESEHUARET TIIR)
6. REVENUE AND SEGMENT INFORMATION 6. EXHEEDPER (F)

(continued)

B 220206 A30H LLNEA D &P E #
2T

The segment information for the six months ended 30 June
2020 is presented below:

Unaudited
REEZ
For the six months ended 30 June 2020
B Z202056A30B (E/~AfH A

Flavours Tobacco Aroma
and raw raw
fragrances  materials  materials  Condiment Others Total
EfF  EREH BR# ARG i B
Total revenue BEEE 935,649 309,718 305798 177,344 1,577 1,730,086
Inter-segment revenue DEHEEEE (4,519) (6,327) (3,530) - - (14,376)
Segment revenue - net PHEXBE R 931,130 303,391 302,268 177,344 1,577 1,715,710
Segment result DEHEE 581,880 115,140 38,818  (525,378) (24,682) 185,778
Finance income BT A 82,158 ‘
Finance costs BB A ! (79,480) !
Finance income - net BEKE—FH 2,678
Share of results of associates and ~ JE{GEE4 AR & [

a jointly controlled entity EHEE£E 14,890
Profit before income tax B A BT 203,346
Income tax expense FEH (137,154)
Profit for the period AEEEF 66,192
Depreciation nE 21,814 40,265 11,883 4,684 6,161 84,807
Amortisation b 805 5,109 7,782 36,844 141 50,681

Audited
KLER
As at 31 December 2020
120209124318
Flavours Tobacco Aroma
and raw raw
fragrances  materials ~ materials Condiment Others Total
BfF  ERERH BRH AR i i
Segment assets DEBE 8,346,729 2,762,317 1,082,892 4,800,859 685,257 17,678,054




Huabao International Holdings Limited ZEERIER IR A 7

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

(All amounts in RMB thousands unless otherwise stated)

6.

REVENUE AND SEGMENT INFORMATION
(continued)

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

Segment assets consist primarily of property, plant and
equipment, right-of-use assets, intangible assets, investments
in associates, investments 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. 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 2021 and 31
December 2020 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 of whom
located in the PRC.

Revenue derived from sales made to the single largest external
customer for the six months ended 30 June 2021 amounted
to 7.9% (for the six months ended 30 June 2020: 10.4%) of
the Group’s total revenue. These revenues are attributable to
flavours and fragrances segment.

Interim Report 2021 R HIR &

SRR 4R & i B 7 & B R

6.

(BRABEAEI  AESBRHUAARETTIIR)

EXERDBER (R)

DHEREERREDHZERAAAT
ERAUREBEASENAAMS &
BERA - BBRA - BEHE QR RAR
RHERBZEE - WUOMBEXETERR
PEEBRMFESESIBZREMAEE
LBERKEZIMAR o

DHEETRBRDE BERKE
EREEE BREE HBEEARNK

B HAREZEFHEENKRE By B
””EEZB?’A#M Bt E2EREZHFTAR
mNEAABEFAEAEEYF AR
PHKENEREE BEMSEHEE
HMERBEE FE BEHMEMER

FEHEHER RaMBeEEY -
EMTREREESMAEENNUNARE
Bt B HZF AE M2 mE A
ANnEBEEIFT=EEZEYTABEZNEE
BE - koHEEE -

P& @ T A RT3 EE NI
2021¢6ﬂ30E| %2020%F12A31A K &
BHERBDEETRMNFTE -

RENBESHMAEEIREHEE
BRI BRM AR TEN
B -

HZE2021F6A30H LA A » RIEN &
AINBE—REHRALEEBIKAD
7.9% (& £2020F6HA30H 1L/~ 1@ A :

10.4%) - BEIWASHBEBDIBELEM o
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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) (BRAEEBEEN  TESEHUARET TIIR)
7. PROPERTY, PLANT AND EQUIPMENT AND 7. MF BERRBREFLEE
INTANGIBLE ASSETS
Unaudited
ABER
Property,
plant and
equipment Total
(excluding property, Other Total
construction ~ Construction ~ plant and intangible intangible
in progress)  in progress  equipment Goodwill assets assets
nE RER
HE(Te ERY E g k5 BVEE
HEIR) HBIE  RRESH HE £E @t
For the six months ended 30 June 2020  £Z2020%6A308 Lt A8 A
At 1 January 2020 1202051818 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 #h 65,049 (65,049) = - - -
Disposal of subsidiaries HENBAF (366) = (366) = (29 (25)
Other disposals HE (6,075) = (6,075) = = =
Depreciation and amortisation TEREH# (68,738) = (68,738) = (47,665) (47,665)
Impairment of goodwill (note(a)) BERE M) - - - (495,498) - (495,498)
Currency translation differences REBEEY (661) (80) (741) = = =
At 30 June 2020 #2020%6 430 1,106,172 285,880 1,392,052 5,372,011 899,110 6,271,121
At 31 December 2020 H2020%12A31H
Cost R 2,378,537 296,850 2,675,387 5,903,875 1,406,263 7,310,138
Accumulated depreciation, amortisation and 237 - ## LA
impairment (1,287,130) - (1,287,130) (531,864) (551,912) |  (1,083,776)
Net book amount BAFE 1,091,407 296,850 1,388,257 5,372,011 854,351 6,226,362
For the six months ended 30 June 2021  £Z2021%6A308 LA A
At 1 January 2021 202151818 1,091,407 296,850 1,388,257 5,372,011 854,351 6,226,362
Additions NE 17,181 140,502 158,283 - 5,187 5,187
Transfers ey 175,855 (175,855) - - - -
Other disposals e (2,709) - (2,709) - - -
Depreciation and amortisation REREH (71,941) - (71,941) - (47,114) (47,114)
Currency translation differences EEBEEY (355) - (355) - - -
At 30 June 2021 202156830 1,210,038 261,497 1,471,535 5,372,011 812,424 6,184,435
At 30 June 2021 12021564308
Cost A 2,560,739 261,497 2,822,236 5,903,875 1,411,450 7,315,325
Accumulated depreciation, amortisation and  Z:147% - & RiaE
impairment (1,350,701) - (1,350,701) (531,864) (599,026) | (1,130,890)
Net book amount FE#E 1,210,038 261497 | 1471535 | 5372011 812,424 | 6,184,435
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

7. PROPERTY, PLANT AND EQUIPMENT AND
INTANGIBLE ASSETS (continued)

(a)

Interim Report 2021 R HIR &

SRR 4R & i B 7 & B R

(Br=BEHE
7. ME- -HEER

BREIN IAESEHUARETITIR)

RERETLEE (R)

Impairment of goodwill (a) BERE
Goodwill is mainly attributable to the anticipated PR B KT B A TE B B A R
profitability of operations, the anticipated future g TEHI A R RAS & 1 R 2 P A4
operating synergies and enlarged market share. Goodwill RNETIZ M ERTE o RNEBE R AR
arising from prior year is allocated to the Group's FEEE HETERBEES Y
cash-generating units ("CGUs") identified within the BOMEZERCELEN -BHE
operating segment. The goodwill is allocated in CGUs as DEZERESELEMEHNMOT :
follows:
As at 30 June 2021 As at 31 December 2020
202156308 120205124318
Reconstituted Reconstituted
Flavours ~ Tobacco Jiahao Flavours Tobacco Jiahao
Subgroup Leaves  Foodstuff Others Total  Subgroup Leaves  Foodstuff Others Total
BF EEEE  EERE Kt it BF  EEEE  ERRG i 3t
Goodwil HE 1,186,344 942,633 3,140,052 102,982 5372011 1,186,344 942,633 3,140,052 102982 537,01

The recoverable amount of a CGU is determined based
on the higher of value in use and the fair value less costs
to sell. Following the significant decrease in sales of the
Group due to the outbreak of the Novel Coronavirus
Pneumonia pandemic since early 2020, management
recalculated the recoverable amounts of all CGUs as at 30
June 2020. The value in use results of CGUs other than
the CGUs of Jiahao Foodstuff Limited and its subsidiaries
("Jiahao Foodstuff”) were assessed to be exceed their
carrying amounts as at 30 June 2020. According to the
management’s estimation of the recoverable amount
of the CGU of Jiahao Foodstuff with the assistance of
an independent valuer, which was calculated based
on its value in use that was assessed to be higher than
its fair value less costs to sell, an impairment loss of
RMB495,498,000 for this CGU was recognised for the six
months ended 30 June 2020, resulted in a reduction in
the carrying amount of the goodwill of Jiahao Foodstuff
from RMB3,635,550,000 to RMB3,140,052,000 as at 30
June 2020.

As at 31 December 2020 and 30 June 2021,
management reassessed the key assumptions for
impairment testing of goodwill of all CGUs and engaged
an independent valuer to conduct impairment test on the
CGU of Jiahao Foodstuff as at 31 December 2020 and
CGU of reconstituted tobacco leaves as at 31 December
2020 and 30 June 2021. Based on the assessment, the
Group considered that there is no additional impairment
of goodwill.

REeEEBEMNBNA U E 58 TR E
FHEEEAAEBEBESKAN
EFEHFRHBRSEET - R2020F 9]
HRFAESRESMARIERESE
BEBCZHEEENMTR EEEE
et E AT A £ R2020F6 A30H
MIREcEELAEMMA KO SEE -
202096 A30H - %T?%ﬁ m A
RBRAaalEMNBAR ([EXR M
MG ELEN HBRESELES
UHEREELERETIEABBEER
E{E - R IEEE EE BT {5 A 1%
BT HEZEZRANBESELE
A KB £E (GFEEARNEFEA
BEE mZEREERIEEAS R

E\/

EAABEREERAN) HEHZE
20206 A30R ENE A EXR

MBS ELEMNERTRERIE
A ANRBE495,498,0007T - EHESF
R/ 2 BR M E 7R2020%6 A30
H i AK#3,635,550,000T8 &
AR #¥3,140,052,0007T °

Eézozofﬂzﬂm H &%202146 A30
B EEEBATGAAERESES
B8 o7 7 7 B R BRI ERL AP A B BB AR
TERABYIEMAZEZR AR
202012 A3 1HM RS EL BN E
TREANAMEBEEENE SE
4 B A7 A2020612 8318 K20214
6 A30H #E /T RVE B - IRIRFT(E -
AEEREWEEIINEERE -
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

7. PROPERTY, PLANT AND EQUIPMENT AND
INTANGIBLE ASSETS (continued)

(a)

Interim Report 2021 F IR &

&R S P B 35 & R & o

(Br=BHEAEIN -

BB AARETTIIR)

7. ME BERREREFLEE (8)

Impairment of goodwill (continued) (a) BAERME(HE)
The value in use calculations use pre-tax cash flow FRHEEREREEREERINAT
projections based on financial budgets prepared by P EEEmMBE 2RI BESRE
management covering a five-year period. Cash flows AR BB AFTHNRERESEA
beyond the five-year period are extrapolated using the FEE K EEERINELH RO o
estimated terminal growth rates below. The terminal ZKEFERETSHBBARSCEL
growth rate does not exceed the long-term average BUEBHNRBTFHERE A
growth rate for the businesses in which the CGU Rz BEXRHATEER I RS
operates. The discount rates used are pre-tax and BHEZEED AL LA 2 ERRI
reflect specific risks relating to the relevant segments or FIRIAT - BEEERBABTNER
entities as below. Management determined budgeted NEHMIZERNIERNEEETE
gross margin based on past performance and their FI&K o
expectations for the market development.
The key assumptions used for value in use calculations STEERBENBREBRIITNOT
are as follows:
As at 30 June 2021 As at 31 December 2020
R01%6A308 R00%512831R
Reconstituted Reconstituted
Flavours Tobacco liahao Flavours Tobacco Jiahao
Subgroup Leaves Foodstuff Others Subgroup Leaves Foodstuff Others
5B BEEE EERE it B AR 5580 i
Forecast growth rate BiERE 30%-00%  -23%~100%  4.9%~499% -21.7%~2224%  -3.0%-0.0% 30%-58%  A9%-~75.7% -21.7%-~421.7%
Termingl growth rate KEFERX 0.0% 30% 0%  0.0%32% 0.0% 3.0% 0% 00%-30%
Budgeted gross profit margin Bzt EH% 83.0%  512%-546%  605%-615%  20.0%-~45.0% 80%  SA5%-386%  60.0%-613%  23.8%~45.0%
Pre-tax discount rate HAERE 15.3% 15.9% 135%  15.3%~19.7% 15.4% 15.3% 135%  15.2%~223%
The recoverable amounts and the headrooms available EREBGNIRSELEN BEE
(the excess of the recoverable amounts over the carrying ENREELABUNEERMMIR
amounts) of the CGUs of Flavours Subgroup, CGUs SEAEMN U E S 5E LT E
of Reconstituted Tobacco Leaves and CGUs of Jiahao ZERE (AT EeEEBREERD)
Foodstuff are as follows: FIREAT :
As at 30 June 2021 As at 31 December 2020
R2021%6A30H 12020612 4318
Reconstituted Reconstituted
Flavours Tobacco Jiahao Flavours Tobacco Jiahao
Subgroup Leaves Foodstuff Subgroup Leaves Foodstuff
R BEEE ERRM R BEEE ERRM
Recoverable amount AU [El 4 58 10,737,207 1,664,973 4,469,157 11,327,604 1,640,544 4,283,693
Headroom TREZME 5,899,610 117,566 225,979 5,994,018 111,538 136,672
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

(BRABEAEI  AESBRHUAARETTIIR)

7. PROPERTY, PLANT AND EQUIPMENT AND 7. Y¥E HERZERELEE (E)
INTANGIBLE ASSETS (continued)
(a) Impairment of goodwill (continued) (a) BHERE (&)
The recoverable amount of the CGUs of Flavours FHERBEEENT  BEREBLN
Subgroup, CGUs of Reconstituted Tobacco Leaves and ReEEELABEMHNITKRE£E  BiE
CGUs of Jiahao Foodstuff would equal its carrying BEMNRSEEBUNAKE S
amount if the key assumptions were to change as MEZRmWOEBSEESB VTR
follows: EeHEHERNEREE :
As at 30 June 2021 As at 31 December 2020
Ha1E6A30 HOENANE
Flavours Subgroup Reconstituted Tobacco Leaves Jiahao Foodstuff Flavours Subgroup Reconstituted Tobacco Leaves Jahao Foodstuff
B FER EEEH] &h AR LR
From To From To From To From To From To from To
] g ] H ] H i 3 f 3 # 3
Prestgontirate  EFEEE  30%00% J6A%-TA% 23%100%  AG%TS%  A9%-009%  %-81%  30%-00% TAAR-TI%  30%-58%  11%-40% 49%-T5T%  39%-74T
Terminal growth ate®  AGEREE NA NA 30% 16% 30% 23% NA NA 30% 16% 30% 26%
Budgeted gros proft margin B3 EA 83.0% W% SI2%-546% UBS%-519% 60.5%-615% 585%-595% 830% 353%  SA5%e566%  518%-559% 60.0%-613% 588%-601%
Pre-tax discount ate GEETES 153% 90.9% 159% 11.2% 135% 141% 15.4% 93.7% 15.3% 162% 135% 13.8%
* The management have considered and assessed 3 EEERKEERTEKEFER

reasonably possible changes for terminal growth rate and
have not identified any other instances that could cause
the carrying amount of the CGU of Flavours Subgroup to

exceed its recoverable amount.

ENAEAREEE  WEERA M
BRAREREREGNRSE
EBEUMRAEBRBERREEHE -
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Notes to the Condensed Consolidated

Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

8.

INVESTMENTS IN ASSOCIATES

The Group has interests in five (31 December 2020: five)
individually immaterial associates as at 30 June 2021. The
following table analyses, in aggregate, the movements of
the carrying amount of the Group’s investments in these
associates, and its share of results of these associates.

Interim Report 2021 F 85k &

&R S P B 35 & R & o

(BRABEAEI  AESBHAARETTIIR)

8. RBMEEQTZRE

MR2021F6H830H » AEBE R A @ (2020
F12A318 : A @) I3k E 5 E K H B &
REEAEREZ TRAAEERZEH
BERRANBRERERZEHE QA EM

XENAFREEZSHNON

An analysis of the movements of equity investments in REERANEREEESHHNOT

associates is as follows:

Unaudited
RGEZ
For the
six months
ended
30 June 2021
BZ2021%F
6H30H
Bt & 1E<1E B
At 1 January ®1A1A8 374,761
Acquisition of equity interest in Broad Far BABER(BEE)BRAF([E
(Hong Kong) Limited (“Broad Far”) R]) 2 IkHE 22(b) 18,152
Share of results of associates i AN E 3,728
Dividends received 2 AR B (4,031)
Adjustment for transactions between the EkN el
Group and associates NAIZR S (600)
Disposal of equity interest in Beijing Kingdee Yunji HEI RS HEEHERFT AR A A
Technology Co., Ltd. (formerly named as Beijing (A AR EEAMFRIFE K
Yunji Wuyu Technology Co., Ltd.) DBERRR) 2K (13,788)

At 30 June

MN6A30H

378,222
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Notes to the Condensed Consolidated SRS HI B B E B M E @
Interim Financial Information (contd)
(All amounts in RMB thousands unless otherwise stated) (BRRAEEBEEN TESEHUARET TIIR)
8. INVESTMENTS IN ASSOCIATES (continued) 8. REBEQNTZERE (&)
(@) As at 30 June 2021, the Group had interests in the (a) M2021%6A30H  KEBERUT
following associates: B NREA D
% of
Place of ownership
Name incorporation Interests  Principal activities
FrisfEs
=% = AR 3L ith Bh Bolkk EEK
Guizhou Huangguoshu Golden PRC 40%  Production and sales of reconstituted
Leaf Technology Co., Ltd. tobacco leaves
("Huangguoshu Golden
Leaf”)
EMNEREEERRBRAF a3 40% HEMHEBEER
(TEREeE]
Yunnan Hongta Blue Eagle PRC 25.1%  Production and sales of cigarette paper
Paper Co., Ltd. ("Hongta and auxiliary products
Blue Eagle”)
EHAREBAEARAA A 251% AHENEEBERAALED R
([AIBEE])
Yunnan Ruisheng Tobacco PRC 6.72%  Research and development, production
Technology Group Co., Ltd. and sales of flavours and additives
("Yunnan Ruisheng”) (i)
EminTEERM (RE) T 6.72% WHE  EEMEEEREIH LR MNE
BRAF ([EEHHAD )
Yunnan Nongken Gaoyuan PRC 30%  Purchases and sales of agricultural
Food Co., Ltd. products, coffee and tea raw
materials
EHERRRAEMAERAA Y 30% HEBREERFEM WMUEREXRE
Broad Far Hong Kong 28%  Research and development, production
and sales of heat-not-burn tobacco
products
353 5 28% HE - AEMFEENRIREEREE R
(i)  The Group has significant influence over Yunnan (i) REEBRBEEEHANES
Ruisheng by representations on the board of edhLZITE5F HEBAAA

directors of this company. BEATET -
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0.

DEFERRED INCOME TAX ASSETS/LIABILITIES

The movements in the deferred income tax are as follows:

&R S P B 35 & R & o

(Br=BHEAEIN -

BB AARETTIIR)

9. BEFMEBHEE AE
EEFFESHEBMT :

Unaudited
REEY
Deferred income tax assets Deferred income tax liabilities
BEMEREE BEMERER

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

SERIR

SERAT REEAN

BEER BEFMES DIRHEH

EENSER REVEEN WREMEE
i KERER  TRAER it it B ERFEH @it
At 1 January 2020 R2020£1A1R 78,571 23,095 33,591 135,257 153,191 52,545 205,736

Recognised in the income RERRER
statement 18 (3,861) 1413 5,506 3,058 (7,160) (38,529) (45,689)
At 30 June 2020 202056 A30H 74,710 24,508 39,097 138,315 146,031 14,016 160,047
At 1 January 2021 R202151818 89,992 35,213 35,242 160,447 139,513 31,023 170,536
Recognised in the income RERRER

statement 18 (9,181) 632 3,106 (5,443) 10,619 (12,180) (1,561)
At 30 June 2021 R2021%6A30R 80,811 35,845 38,348 155,004 150,132 18,843 168,975

As at 30 June 2021, deferred income tax liabilities of
RMB157,491,000 (31 December 2020: RMB171,245,000)
have not been recognised for the withholding tax that would
otherwise be payable on the undistributed profits of certain
PRC subsidiaries.

MR2021F6A308 ' AEBEW RFEHE T
B REEWB AR 2R IREF A EE
MERMEMERELHNSEHABRAR
#157,491,0007C (20205128318 : A
K #171,245,0007T) °
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Notes to the Condensed Consolidated R 4R & P 2 B 7% & B MY 5T )
Interim Financial Information (conta)
(All amounts in RMB thousands unless otherwise stated) (BRRAEEBEEN TESEHUARET TIIR)
10. TRADE AND OTHER RECEIVABLES 10. EZ R EHMEWKRKIE
As at As at
30 June 31 December
2021 2020
20214 R 20204
6H30H 12H31H
Note Unaudited Audited
B o ABERZ %
Trade receivables B 5 W IR (a) 826,249 1,020,767
Less: provision for impairment of BB SRR IERERE
trade receivables (12,543) (11,167)
Trade receivables — net B 5 rWEIE — 55 813,706 1,009,600
Notes receivable e = 1% 65,330 80,105
Advances to staff BT8R 15,195 4,409
Others Hib 18,248 48,062
Prepayments and other receivables B4 5 IE & H fth fE U 5K IB 288,275 244,428
Less: provision for impairment of SR L th FE ALK TE Rk (B B
other receivables (35,003) (34,854)
1,165,751 1,351,750
Except for prepayments of RMB53,290,000 (31 December B 78 1+ BR :X A R #53,290,0007T (20204F
2020: RMB70,727,000), trade and other receivables are 128318 : AR #70,727,0007T) 4h - &
financial assets categorised as “financial assets measured at SREMERZRNDESREERDEATIA
amortised cost”. All trade and other receivables are either HBEKATENLSREE] -FIEBES R

repayable within one year or on demand. Hip kB Ty —E NSRBI SE -
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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 2021 and 31 December
2020, 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:

&R S P B 35 & R & o

(BRABEAEI  AESBHAARETTIIR)

10.

B 5 KHEMmEWKE (&)
(@) BRYTEFHNEEHR -—KRB0E180

A > %202156A30H %2020 12
A318 - BHEWHIE (BERBT
M8 5 B IREIE) RIR% R B B/
R T T

As at As at

30 June 31 December

2021 2020

R202145F #2020%F

6H30H 12H31H

Unaudited Audited

RIBERZ BEZ

0 — 90 days 0&90H 667,215 883,425
91 — 180 days 91£180H 114,790 93,287
181 — 360 days 1812360H 28,990 22,568
Over 360 days 360H A 15,254 21,487
826,249 1,020,767

The Group applies the simplified approach to provide
for expected credit losses prescribed by HKFRS 9. For
the six months ended 30 June 2021, a provision for
impairment of RMB1,376,000 (six months ended 30
June 2020: RMB863,000) was made against the gross
amount of trade receivables and no amount was written
off as uncollectible (six months ended 30 June 2020:
RMB1,308,000 written off as uncollectible).

AEBFEABEAEZLRETBY
HREERIFEE AT R T IRTERE
EEIE - B E2021F6 A30H 1k~
B BEHEZEWRBELEED
AR #1,376,0007T 2 5B B & (8
F2020F6H30H IEAEA AR
#863,0007T) K I & 4 §5 48 % Ug [
2 B (H £202096 A30H 1F /<A
B i A R#1,308,0007T & UK
Bl 2 FKIH) o
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Interim Financial Information (cont'd)
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11. SHARE CAPITAL

GRS P &R & @

(% BAEBEEHN  FFESEEUAREFTIR)
11. K&

Unaudited
RBER
Share capital
Number [
of shares RMB’000
4= AR¥T T
Ordinary shares, issued and fully paid: ZER CETREE :
At 1 January 2020, 31 December 2020, 2020518 1H, 20205128318,
1 January 2021 and 30 June 2021 202151818 X202156H30H 3,107,836,876 318,636

12. SHARE-BASED PAYMENT

12. RBERERNF

(a)

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 date,
namely 5 November 2019 and 5 May 2020, to 30 June
2020.

The estimated fair value of the share options per share
during the valid period was from HK1.2 cents to HK35.5
cents, by reference to the fair value of the equity
instruments granted, measured at the date the business
consultant renders service. During the six months ended
30 June 2020, the Group recognises the total expense of
approximately HKD 108,000 (equivalent to approximately
RMB98,000) in relation to these share options.

(a)

BRESE

R2019F5H6H  AEEMA — % B
SO E MR H11,000,0000% B A%
BAHSEEEREERHEERE
MR TEEAESREK3708T
FGEBEBHABOSEE1IF BERERD
B EME A 1TE R (BN2019411 A5
H }&202045 A58 ) #£ £202046 A
308 1k °

BRENESHHE BREZG
BAETRBE1 2= B 835510
IR ERRERFB2ERD 2
Hm T AMmMTE - B E£2020F6 A
308 LENE A - A& E R EKE
Bz ERBREN R BE®108,000
T (ERH ARK98,0007T) °
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Interim Financial Information (cont'd)

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

12. SHARE-BASED PAYMENT (continued)

(a)

Share option scheme (continued)

11,000,000 share options outstandi
average exercise price of HKD3.708

June 2020, lapsed on 1 July 2020. Movements in the

number of shares options outstanding
are set out below:

12. REAERNXMN (&)
(a) BRRMEE (&)

ng with weighted 202056 A30H « MN#EFHITE
per share as at 30 BATRBE3708TH ZRITHE

#911,000,0000% & I # B 7020204
during the periods 7R1BER®K - REAA  RITEME

BEHEE ZEHIRMT

Unaudited
RIEE
For the six months ended
30 June
B Z6H30H1EXEA
2021 2020
20214 20204
Number of Number of

share options  share options
BREHE RS E
("000) ("000)
(REUFE)  (REBIUATE)

At 1 January ®1A1H - 11,000
Granted B - -
At 30 June A6H30H - 11,000




Huabao International Holdings Limited ZHEMRZKRER AT Interim Report 2021 HHI %R & 63

Notes to the Condensed Consolidated BB 4R & HA B 75 B B B 5

Interim Financial Information (cont'd)

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

12. SHARE-BASED PAYMENT (continued) 12. ROBEFRNZN (F])

(b) Employee share scheme (b) EEBRES

On 1 December 2020, shares of Guangdong Jiahao R2020F12818 EREZ SR m
Foodstuff Co., Ltd. (“Guangdong Jiahao”), a subsidiary ERAR(IEREZR]) A& H
of the Group, were granted to 80 eligible employees ZHBRR X TFSOBREREZ K
(the “Grantees”) of Guangdong Jiahao and its subsidiary ENBARARNEEARES ([HET
(the “Employee Share Plan”). Four limited partnerships Al ER=ZS=KR, ([E B K
controlled by the Group were incorporated in the PRC 2] - BECEEMNRMESTZ) - I
under the Law of the People’s Republic of China on KBNS EEFETREREA
Partnerships as a vehicle to hold the ordinary shares for REMBEEEEZE) EF B FM
the Grantees under the Employee Share Plan. Under MIYIMBRERLHE  SEAEK
this plan, approximately 1.98% equity interest in FAEEZERARNERTE - BRIE
Guangdong Jiahao was granted to the Grantees through ZirE  wWETFTABBHENRA
their interests in the four limited partnerships with REBELENEDER T41.98%
consideration of approximately RMB46,496,000 and will EXRE0EE REYLYAARE
be vested if certain services conditions are met. 46,496,000t : Mk EH = H B W

R B L RIS 5k

The amounts of share-based compensation recognised BHZE2021%6730H 1L/~ 18 A HAMK -
as expenses with a corresponding credit to reserves of AEEBURD ABEROINSER
the Group for the six months ended 30 June 2021 was BEH WHEEFARECSBER

RMB3,004,000. AR #3,004,0007T °
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12. SHARE-BASED PAYMENT (continued) 12. ROAEBROZST (E)

(c) Expenses arising from share-based payment (c) URGBAERNINEEZEHR

transactions

Unaudited
RBEZ
For the six months ended
30 June
HZ6H30H LA
2021 2020
20215 20204
Share option scheme RERR =t 2 - 98
Employee share scheme EEERETE 3,004 -

3,004 98
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Interim Report 2021 # #33R &

SRR 4R & 3 B 7 & B B & )

(BRABEAEI  AESBRHUAARETTIIR)

13. RESERVES 13. s
Unaudited
*EgY
Capital ~ Share-based Currency
Contributed Merger Share Capital redemption  compensation translation Statutory Other
surplus reserve premium reserve reserve reserve reserve Reserve reserves Total
HRfAER
RAzH il g HARE  ERRERR WHeRE  EREERE ERRE AHEE it
At 1 January 2020 HRUNE1F1A 296,853 (628438) 429,861 2411 4760 907 14588 113,104 1,646,483 2,540,529
Fair value changes on financilassets IR 4 RE:EBEREA
at VOC, net oftax EfdEha8EEL
RikHALERD = = = = - - - - (1,669) (1,669)
Appropriations from net profi BT - - - - - - - 3,050 - 3050
Changes in ownersip interesisina - U2 BRFZHAERER
subsidiary without change of control - e 53 - - - - - - - - 1287 U287
Share-based payment-valueof R AERHR-
consultancy senice -ERERER = = = = = % = = = %
Currency tranlation diferences ~ EHBEZE - - - - - - (39,575) - - (39575)
At 30 June 2020 HNECA0R 296,853 (628438) 429,861 2411 4760 1,005 (24,987) 716,154 1,669,101 2526120
At 1 January 2021 HW0NE1R1A 296,853 (628,438) 429861 241 4760 536 76,035 790,912 1,660,802 2633732
Fair value changes on financilassets JA24 BBSEBERETA
at VOC, net oftax EfdEha28ERL
RikHALERD - - - - - - - - (195) (195)
Appropriations fomnet it~ B - - - - - - - 684 - 684
Share-based payment-valueof R BERHR
employee senices -E2hHERE - - - - - 3004 - - - 3004
Curency transltion differences ~ EMAZEE - - - - - - 6,798 - - 6,79
At30 June 2021 2021568308 296,853 (628,438) 429861 241 4760 3,540 82833 791,596 1,660,607 2,644,003
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14. BORROWINGS

Interim Report 2021 F IR &

SR

(Br=BHEAEIN -

& F HA B 35 B R B R )

BB AARETTIIR)

14. BEX

As at As at
30 June 31 December
2021 2020
R2021F 720204
6H30H 12H31H
Note Unaudited Audited
B 5 RIEHEZ Lz
Non-current IERE
Long-term bank borrowings RHERITER
— Secured bank borrowings — B EARITER (a) - 1,692,855
— Unsecured bank borrowings —EEEREITER (b) 983,930 227,243
Less: current portion W omBEn (295,179) (113,621)
688,751 1,806,477
Current RE
Current portion of non-current IERBEETZ
liabilities mEER
— Unsecured bank borrowings —EIEARITER (b) 295,179 113,621
Short-term bank borrowings HHRTTER
— Unsecured bank borrowings —EHEARITER (b) 871,287 788,132
1,166,466 901,753
Total borrowings BER 1,855,217 2,708,230

(@ As at 30 June 2021, the Group’'s secured bank
borrowings were fully repaid (31 December 2020:
RMB1,692,855,000). During the period, the average
interest rate of the loan was 5.7% (six months ended 30
June 2020: 5.7%) per annum.

(b)  The Group’s unsecured bank borrowings are repayable
within one to two years. For the six months ended 30
June 2021, the average interest rate was 2.2% (six
months ended 30 June 2020: 3.0%) per annum.

Borrowings are financial liabilities categorised under “financial
liabilities measured at amortised cost”.

Interest expense on bank borrowings for the six months ended
30 June 2021 amounted to approximately RMB48,300,000 (six
months ended 30 June 2020: RMB76,703,000). No interest
expense was capitalised during the six months ended 30 June
2021 and 2020.

5 =
=N

EH

MR2021F6 A30H, AE B H KR
TERE Z2HEERQ2020F12A31
H: AR#1,692,855,0007T) « 7
HR - ZERFEHIE BSFSTE
(B Z=2020F6 A30H It~ A : 5.7
E) -

AEBERKBRERITERER W
FREHERE - H £2021F6H30
BIEARNER ZERFHNEAE
F22E (B E20205F6 A30H Ik~
@7 : 3.0FE) -

TEmAERy BRI REHEKARG
TRAME] -

HE2021F6A30B L AEAMRITE
KHEMAZY B AREAL8,300,0005T
(B, 202056 A30H LA : AR
76,703,0007T) ° & £20214F fM2020F 6
A30B L AERA I EFEFRAZERL o



Notes to the Condensed Consolidated

Huabao International Holdings Limited ZEERIER IR A 7

GRS P &R & @

Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

15. TRADE AND OTHER PAYABLES

(B RBEHEAES
15. ES R EMENFKIE

Interim Report 2021 83K &

BB AARE T TIIR)

As at As at

30 June 31 December

2021 2020

120215 20204

6H30H 12A31H

Note Unaudited Audited

Bt & RIEHEZ K

Trade payables =) AN e (a) 248,820 268,020
Dividends payable to FE AT IR B 1 R 2 2 AR B

non-controlling interests 3,728 -

Wages payable EAAIE 72,924 96,145

Other taxes payable Hh fE {5518 50,258 102,179

Accruals for expenses BT 8,961 12,003

Other payables H b & < 5018 165,023 171,197

549,714 649,544

Except for other taxes payable of RMB50,258,000 (31
December 2020: RMB102,179,000) and wages payable of
RMB72,924,000 (31 December 2020: RMB96,145,000), trade
and other payables balances are financial liabilities categorised
under “financial liabilities measured at amortised cost”.

The non-current and current portion of trade and other

7T) 4

B E fh fE B kA R #550,258,0007T
(20204 12H31H : AR #102,179,000
L) RENSITEARYT72,924,0007T
(20209128318 : AR #96,145,000
EHREMEMNRTIEBE EW

DERIEBRENATENERARG]

B REMENROIERE LRE N

payables was as follows: m
As at As at
30 June 31 December
2021 2020
202145 R20204
6H30H 12H31H
Unaudited Audited
RERK Kz
Non-current FETRED 800 800
Current Vi 548,914 648,744
549,714 649,544
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(BRABEAEI  AESBHAARETTIIR)

15. TRADE AND OTHER PAYABLES (continued) 15. ES RN HMEAKIE (F)
(@  As at 30 June 2021 and 31 December 2020, the ageing (@) PM2021F6H30H %2020F12H31
analysis of the trade payables (including amounts due to H BZ2EGRE(BE@EBEALTH
related parties which are trade in nature) based on the BO5RNRE)BRBEEZAHOEK

(All amounts in RMB thousands unless otherwise stated)

invoice dates was as follows: RoOMMTE :
As at As at
30 June 31 December
2021 2020
202145 R 20204
6H30H 12A31H
Unaudited Audited
REEZ A%
0 — 90 days 0Z%290H 211,423 235,750
91 — 180 days 91£180H 21,748 16,348
181 — 360 days 181%£360H 3,918 5,421
Over 360 days 360H M 11,731 10,501
248,820 268,020
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(BRABEAEI  AESBRHUAARETTIIR)

16. OTHER INCOME AND OTHER GAINS - NET 16. HMtW A R HAth Wiz — F 58
Unaudited
RBEZ
For the six months ended
30 June
BZ6A30H LLK<fEA
Note 2021 2020
P = 2021%F 20204
Changes in fair value of financial RAnBEFTEEHES
assets at FVPL STABENESREED
ARABEZD (a) 100,845 1,310
Gains on disposal of financial assets HENU AR EBEESEHE
at FVPL B ABENEREE
# U 5 200 173
Gain on disposal of an associate k= kN 16,720 =
Losses on disposal of subsidiaries HERBAR 2 EE - (1,433)
Government grants BT 2B, 109,571 108,918
Currency exchange (loss)/gain — net & # & 5, (F518) /M 25 — F 58 (10,597) 41,205
Net gains/(losses) on disposal of HEWE  EREINRER
property, plant and equipment EREEZFRE
and intangible assets (EB8) 4,659 (321)
Others Hib 676 83
222,074 149,935

Changes in fair value originate from listed/unlisted equity
investments and wealth management products. For the
six months ended 30 June 2021, changes in fair value
were mainly attributable to the successful listing of two
underlying projects invested by one of the unlisted equity
investments held by the Group during the period.

(@) AABEEFHREN LM LW
B REMBRTYEEEEM - &
F2021F6H30B IEAMEA - 2 A
BEEEHTEZEREAEEFFRN —
HIELFMESREMEENMEIE
BREIRARI) £ -
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17. EXPENSES BY NATURE

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

&R S P B 35 & R & o

(BRABEAEI  AESBHAARETTIIR)

17. BHEE2ENBAX
EABREHEERST HERMSHEER
YROBER WRBEEZME (BKEQ)
BERUEEREBI RN AERERMS]
Sy BERXHETBEEBRHRERSE
BHEE)DFWT :

follows:
Unaudited
RAEE X
For the six months ended
30 June
B Z6H30R L <EA
Note 2021 2020
Bt = 20214 20204F
Depreciation e 6 75,560 75,852
Amortisation B4y 6 48,735 48,335
Employee benefit expenses BEERHMEX 273,494 243,885
Research and development expenses fiff 3¢ & 2% & 5 5% (a) 108,511 108,597
Short-term lease rentals CHIFREH 4,545 3,109
Travelling expenses ZIRF X 14,466 18,509
Utility expenses NEFZHERASL 28,994 29,607
Delivery expenses BT 26,384 20,556

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

(@ HARARBERAXTEBENFTE #
HEREERANFAIIRET

Unaudited
REEEX
For the six months ended
30 June
BZ6H30R LL<EA

Note 2021 2020
Bt = 20214 20204
Depreciation e 6 8,810 8,955
Amortisation b 6 1,080 2,346
Employee benefit expenses EERFRX 54,374 55,270
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EHERZERARAR

Interim Report 2021 FHi%R &

B4R S P H B 35 B B a0

(All amounts in RMB thousands unless otherwise stated) (BRREEBPEI FTESEHAARETTIIR)
INCOME TAX EXPENSE 18. FTBH
Unaudited
RBER
For the six months ended
30 June
B Z6H3081L<EA
Note 2021 2020
Bt & 20214 20204
Current income tax: B ERFH IR -
— PRC corporate income tax —dhEPERER (a) 162,479 180,489
- Hong Kong profits tax —BBMEH (b) 4,979 4,921
- Botswana company income tax — R R EET (c) 559 491
— Germany company income tax — R ZERTEMN (d) - -
Deferred income tax RAEFTIS L 9 3,882 (48,747)
171,899 137,154

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

Hong Kong profits tax has been provided at the rate of
16.5% (six months ended 30 June 2020: 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 2020: 15.0%)
on the estimated assessable profit for the period.

Germany company income tax has been provided at the
rate of 15.0% (six months ended 30 June 2020: 15.0%)
on the estimated assessable profit for the period.

No provision for income tax in other jurisdictions has
been made as the Group had no assessable profit in
other jurisdictions for the six months ended 30 June
2021 and 2020.

h B 4 3 18 B R AN S M 7 R B A
B £ 30 7 50 9 £ B B B2 R L
FOE P B R B o

EEMGHEAHBGHTERTAE
F AR & 16.5% (& 2202046 A30
BIlENMEA : 16.5%) B o

BREMCEMSHIZANHMMGE
AERBMAEN AR EI15.0% (B E
20206 H30B L/~ @ A : 15.0% )
A -

BB 1 TS B4R A B R L 5T B AR
T B A A T E15.0% (B 202046
A30B IE/<1EA : 15.0%) B o

NEBENEE20214 K2020456 A
308 Ik B HIRfE E fh R AE R
WERSERAEH KA @ HEAE
H b Bl ARE R B FT 1S B 7E B o

-
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(All amounts in RMB thousands unless otherwise stated)

19. EARNINGS/(LOSS) PER SHARE

(@) Basic earnings/(loss) per share

Basic earnings/(loss) per share is calculated by dividing
the profit/(loss) attributable to equity holders of the
Company by the weighted average number of ordinary
shares in issue for the six months ended 30 June 2021

19. 8RERAN (BE)

(a) EREXRER A (FHE)
BREARAR, (EIB) THR K A 8
MARGEIZFEABRGERF (B
B) B UAE E20214F 202056 A
30 EAERAHEEZETETERAN

and 2020. MEFHHEFE -
Unaudited
REEZ
For the six months ended
30 June
HZ6HA30R1LAEA
2021 2020
20215 20204
Profit/(loss) attributable to equity NAREZIFER AEL
holders of the Company AaF,(EE) 481,129 (45,434)
Weighted average number of ordinary ~ 23172 L@ 2
shares in issue (‘000) nREFEHE (Faf) 3,107,837 3,107,837
Basic earnings/(loss) per share AP ERZEFEAERN
attributable to owners of the BRELRRER(FR)
Company (RMB cents per share) (BRAR¥S) 15.48 (1.46)

(b) Diluted earnings/(loss) per share

Diluted earnings/(loss) per share for the six months ended
30 June 2021 and 2020 was the same as basic earnings/
(loss) per share, since the Company did not have any
potential ordinary share outstanding that has dilution

effect.

(b) SRBERR (BB

#H Z=2021%2020%6 A308 It /X 1E
ROERESRMN (BB BER
ERAFN(EBER)HER BAEERQ
AAEAMNEBEENEEMEEAN
BETEBRK -



Huabao International Holdings Limited Z® BB ZR AR AT Interim Report 2021 R E

Notes to the Condensed Consolidated BHEESPDHEMBEE L M E @
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(All amounts in RMB thousands unless otherwise stated) (BRRAEEBEEN TESEHUARET TIIR)
20. DIVIDENDS 20. R E
Unaudited
REEX
For the six months ended
30 June
HZE6H30H LLEA
2021 2020
20214 20204

Paid special dividend of HK 6.0 cents B E=2020F6 A30H 1b

per share for the six months ended 7B R 2 R RIS

30 June 2020 B ¥ 6.01L - 165,064
Proposed interim dividend of HK6.4 cents # K& Z202146H308 I+

per share for the six months ended NERZ R HEIR S

30 June 2021 (six months ended TR B 6.4 (B Z=2020%F

30 June 2020: Nil) 6308 LERNEA : ) 165,502 —

165,502 165,064

Special dividend of approximately HKD 186,470,000 (equivalent H £2020F6A308 (E /@ A 2 # B %
to approximately RMB165,064,000) for the six months ended Al B B 40 78 #186,470,0007T (3T & 49 A
30 June 2020 was paid in October 2020. Final dividend of R #165,064,000T) & 2020108 &
approximately HKD279,705,000 (equivalent to approximately o B =2020F12A31B EFE ZHRK
RMB229,479,000) for the year ended 31 December 2020 was fi% B 4978 #279,705,0007T (T A AR
paid in June 2021. #229,479,0007T) B 2021F6 8 17 °
As the interim dividend was declared after the balance sheet HRAFEHRETTRNEEHETIR @ It E
date, they have not been recognised as dividend payable as at A% B I R R R2021F6 H308 2 FE(T

30 June 2021. R B A e
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21. CAPITAL COMMITMENTS 21. EXREE
Capital expenditures contracted for but not recognised as RER/FREENENRAERREE
liabilities at the end of period/year are as follows: WEARRIAT :
As at As at
30 June 31 December
2021 2020
120215 720204
6H30H 12H31H
Unaudited Audited
REEERX K&
Property, plant and equipment M MR N RE 177,293 73,361
Intangible assets EREE 41,435 2,355
Financial assets at FVOCI AR EEFZBEEHFTA
Hth2EWE 2 e EE 85,372 86,229
Financial assets at FVPL NAREEFTEBEFHTA
BRZemEE 15,097 15,097

319,197 177,040
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22. RELATED PARTY TRANSACTIONS

(@) Name and relationship with related parties

Name

=%

& A AR & P 5 B 35 R A

(BRABEAEI  AESBRHUAARETTIIR)

22. BB AR S
(a) RBEEES BRBERER

Relationship
B &

Huangguoshu Golden Leaf

BEREEE

Hongta Blue Eagle

ABEE

Broad Far

33

Yunnan Ruisheng

EEmTT

Yunnan Dianhua Benxiang Technology Co. Ltd.
(“Dianhua Benxiang”)

EREERBFHRBRAR (DEELXRE])

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

BERZRRMERLAR (HK2K])

Joy Light (HongKong) Tabacoo Limited (“Joy Light”)

EEERBEERARRE ([BEEER])

An associate indirectly held by the Company
ARRREEFANBE QR
An associate indirectly held by the Company
AR RIS AR E N F]
An associate indirectly held by the Company
RRREEF AL QR
An associate indirectly held by the Company
NS S SRRk =N
A jointly controlled entity indirectly held by
the Company
RRREEFANRERZES B
An entity controlled by the Company’s ultimate holder
RRRREFTA AEH 2 A F]
An entity controlled by the Company’s ultimate holder
KRR REFFA AER 2 A F]
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22. RELATED PARTY TRANSACTIONS (continued)

(b) Transactions with related parties

R EA AR & R 5 B 35 R A

(BRABEAEI  AESBHAARETTIIR)

22. AB AR5 (&)
(b) BREBINXS

Unaudited
RIEEZ
For the six months ended
30 June
B Z6H30H LA A
2021 2020
20215 2020
Sales of goods: HE R -
— Huangguoshu Golden Leaf —ERHeE 1,948 5,553
— Dianhua Benxiang —EERE 4,529 9,354
— Weizhijia K2R - 27,756
— Broad Far —1&& 1,779 1,246
8,256 43,909
Purchase of goods and services: BEEmRERE -
— Huangguoshu Golden Leaf —BRHEE 1 1,094
- Yunnan Ruisheng —ZEFEA - 41
— Dianhua Benxiang —EELRE 5,508 4,032
5,519 5,167
Dividend income: REWA -
- Hongta Blue Eagle — AR EEE 4,031 6,952
Investment in an associate: RBENAZRE -
— Broad Far -8R 18,152 -
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(All amounts in RMB thousands unless otherwise stated) (BRRAEEBEEN TESEHUARET TIIR)

22. RELATED PARTY TRANSACTIONS (continued) 22. B AR5 (&)

(c) Balances with related parties (c) BRI #gR
As at As at
30 June 31 December
2021 2020
20215 7220204F
6AH30H 12H31H
Unaudited Audited
REEXK KB
Balance due from related parties: FEY EGHE 7 45 f -
— Huangguoshu Golden Leaf —EREeE
— trade and other receivables — B 5 & H th B K 2,431 3,162
— Dianhua Benxiang —REEXRE
— trade and other receivables — 8 5 & H th K 3,487 37,415
— Joy Light —BBER
— other receivables — H fth UM 5K - 749
5,918 41,326
Balance due to related parties: FETE B 7 458 -
— Huangguoshu Golden Leaf —BRHEE
— trade payables —E SRR 12 8
— Yunnan Ruisheng —EEK T
— trade payables —EF MR - 47
- Dianhua Benxiang —EELXREH
— trade payables —EFREMR 1,259 12,705
1,271 12,760
The balance with related parties was unsecured, BB &g AEERE . 28 KA

interest-free and repayable on demand. B EE o
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Notes to the Condensed Consolidated SER4R S P HI B A B B MY & )
Interim Financial Information (cont'd)

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

22. RELATED PARTY TRANSACTIONS (continued) 22. BB AR5 (&)

(d) Key management compensation (d FEEBEAEMS
Key management includes directors (executive, TEEBEAEBEBREET (BTES
non-executive and independent non-executive) and P TESTHBIIENITES) M
senior management. The amounts of compensation paid SREEAE - B E2020%F %2021
and payable to key management for employee services FOH30BIEABEARN  MEEFRE
during the six months ended 30 June 2021 and 2020 are ABXREREBERBHE N R E
shown below: NemT
Unaudited
RBEZ
For the six months ended
30 June
B Z6H30H1EXEA
2021 2020
2021%F 20204
Fees, salaries and bonus TE& - HEHRIEA 50,176 52,091
Employer’s contributions to 18 = BLRIRGT 85K
retirement benefit scheme 957 688
Share-based benefits DA B 17 /% B 5 2 48 F 935 -
Other Benefits H i 18 7| - 750

52,068 53,529




Glossary

Board

CEO

CG Code

China, Mainland China
or PRC

Company or Huabao

Director(s)

Executive Director(s)

FCCA

FCG

FCPA

FCPA (Aust.)
FCS

Group or Huabao Group
Guangdong Jiahao

Guangzhou Huafang

HKD

HKICPA

Hong Kong or HKSAR

HNB

Hunan Jishou

Huabao International Holdings Limited ZE BB IEREIRA T

The board of directors of the Company
Chief Executive Officer

Corporate Governance Code as set out
in Appendix 14 of the Listing Rules

The People’s Republic of China

Huabao International Holdings Limited
The director(s) of the Company
Executive director(s) of the Company

Fellow member of the Association of
Chartered Certified Accountants

Fellow member of The Chartered
Governance Institute

Fellow member of the Hong Kong
Institute of Certified Public
Accountants

Fellow member of CPA Australia Ltd.

Fellow member of The Hong Kong
Chartered Governance Institute

the Company and its subsidiaries
Guangdong Jiahao Foodstuff Co., Ltd.

Guangzhou Hua Fang Tobacco
Flavors Co., Ltd.

Hong Kong dollars, the lawful currency
of Hong Kong

Hong Kong Institute of Certified Public
Accountants

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

Heat-not-burn

Hunan Jishou Minzu Materials Co., Ltd.

FCG

FCPA

FCPA (Aust.)

FCS
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Glossary (cont'd)

Huabao Flavours

INED(s)

Jiahao

Listing Rules

Model Code

Pandemic

Reporting Period

RMB
R&D
RTL

SFO

STMA
Shareholder(s)

Share(s) or ordinary
share(s)

Stock Exchange

usbh

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

Jiahao Foodstuff Limited and its
subsidiaries

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 2021

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

State Tobacco Monopoly Administration

Shareholder(s) of the Company

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

The Stock Exchange of Hong Kong
Limited

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