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Financial Highlights
B2

RMB’000 2022 2021
AR®F R o Ik
Revenue EER 246,341 273,604
Cost of sales 5 & A AR (153,822) (174,573)
Gross profit EH 92,519 99,031
Selling & distribution costs HE ko AR (83,507) (84,307)
Administrative expenses THAX (32,379) (29,345)
Operating loss KEEE (17,333) (7,634)
Loss before taxation A8 (19,431) (9,084
Income tax expense Fris B 2 — —
Loss for the year attributable to RAREBE ANEIEZ

owners of the Company FREIE (19,431) (9,084)
Gross margin EFE 37.6% 36.2%
Net loss ratio FEBBE (7.9%) (3.3%)
Loss per share (RMB cents) BREE (AR
Basic HAK (0.6144) (0.2872)
Diluted i (0.6144) (0.2872)
Revenue by Product Category
WARERER D

85.7% 84.9%

0%

Shampoo & hair-care products

REERER

HittRAREAEEER

Other household & personal care products

Skincare products

EEEm

Total
att
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Financial Highlights (Continued)

MBHRE(E)
Revenue by Brand Category
WARBBER D
96.5% 95.2%

2.3%

0% 0%

s

Bawang
RS

Litao
BE
Royal Wind
B

Herborn

FEE

Others
Hit

Total
att
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Corporate Information
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Corporate Information (Continued)
NEIEH(E)
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Dear shareholders of the Company,

On behalf of the board (the “Board”) of directors (“Directors”) of
BaWang International (Group) Holding Limited (the “Company”), |
present the audited annual results of the Company and its
subsidiaries (collectively, the “Group”) for the year ended 31
December 2022.

The Directors report that the total revenue of the Group for the year
ended 31 December 2022 was approximately RMB246.3 million,
representing a decrease of approximately 10.0% from approximately
RMB273.6 million for 2021. The operating loss of the Group for the
year ended 31 December 2022 was approximately RMB17.3 million
as compared with an operating loss of approximately RMB7.5 million
for 2021.

For the year ended 31 December 2022, the net loss of the Group
was approximately RMB19.4 million, as compared with a net loss of
approximately RMB9.1 million for 2021.

Chairman’s Statement
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Chairman’s Statement (Continued)
FTREHREE(E)

For further information on the operating performance of the Group,
please refer to the “Financial Review” section of this annual report.

For further information on the outlook of the Group, please refer to
the “Outlook” section of this report.

During the year under review, the Group continued to operate under
the value-chain-oriented business model, which enabled the Group
to control the cost of sales and operating costs at a sustainable level.

In late January 2023, the International Monetary Fund (“IMF”) revised
China’s gross domestic product (“GDP”) growth prediction for 2023
from 4.4% in October 2022 to 5.2%, but the growth would fall to 4.5%
in 2024 because of declining business dynamism and slow progress
on structural reform.

The actual China’s year-on-year GDP growth was 3.0% in 2022.
According to the IMF, the rapid spread of COVID-19 dampened the
economic growth in China, but the reopening in late January 2023
has paved the way for a faster-than-expected recovery.

In late January 2023, the IMF projected that the global economy
growth would fall to 2.9% in 2023 from 3.4% in 2022, but this is an
improvement over the growth prediction of 2.7% made in October
2022 which is due to the surprisingly resilient demand in the United
States and Europe, an easing energy costs and the re-opening of
China’s economy after the re-adjustment of its strict zero-COVID
policy. IMF went on to predict that for 2024 the global growth would
only increase slightly to 3.1% because the demand might be slowed
by the full impact of steeper increases in central bank interest rates.

BaWang International (Group) Holding Limited Annual Report 2022
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Looking forward, we plan to focus on two areas to drive the strategic
directions to sustain and develop our business in the volatile
economic environment. In the short run, the Group intends to
continue building up a management team with strong experience in
both domestic and global HPC sectors, to regain the sales growth
momentum and profitability, and to improve investors’ confidence in
the Group. In the long run, the Group will continue to focus on
strengthening the business model and positioning to acquire market
shares from domestic and international competitors, maintaining a
multi-brand and multi-product strategy in HPC sectors, and
becoming a leader in the branded Chinese herbal HPC products.

On behalf of the Board, | would like to take this opportunity to
express our gratitude to all shareholders, customers, suppliers,
banks, professional parties, and employees of the Group for their
continuous patronage and support.

CHEN Qiyuan
Chairman

Hong Kong, 30 March 2023

Chairman’s Statement (Continued)

TRHES(E)

RERR  ETRENELERED B
SREEERNETMBERRMER 2 B
FREMAE: EPmhs  AEBEHE
BEBEARNEEZRRENEAZEERTE
BYEERLBONEEER WMEHEE
REBENMBNEN UWREAREEY
AEEOHEL  REAME  AEES#
BEREREAREM AL IMT IS5
BERLRDBBBEAIBEFET  RERE
KB A IR EE fh o R R EE R B B Y 1T
BREENKATEEREREAZEE
mBELE-

FHEUERE RRREFSOTHER
RXHASENEERR P H#E
BRIT BERXRALNEE  BUARLOH
W e

BR RSUR
FE

EH - —E-_=—F=H=+8

BIEW(EE)ERERAT —B--—FEH

09



10

Management Discussion and Analysis

BEEER MO

Business Review

Business Review

Having found the effective disseminations of our brand concepts
through cross-sector collaborations in the past, the Group continued
to cooperate with a number of well-known brands in different industry
sectors through developing a series of creative marketing strategies
and programs, with a view to accelerating the publicity and to
enhance promotion of our brand image and branded products to
potential customers.

During the year under review, we made a cross-sector cooperation
with an online game company “Mengjianghu 25T 4" . A “Bawang
haircare salon” was established and implanted into the scene of
the interactive game. Additionally, a hyperlink was inserted into the
Bawang haircare salon which directed the game players onto the
official online flagship shop of Bawang. During the period of 30 days
when the Bawang haircare salon was active, it attracted over 3.0
million users visiting our online store, which in-turn led to an increase in
our online sales revenue.

£ JEI)

KBOE

BABREANBRAEE RMBEBRTRE
BAMmeEdEal SEEEHETS
TRTEMEmBETEE LTRABE
R—RVAEEMNEHEEBMIEBE - £
HEMRERERNREEREEENE
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ST R s WE—HEIS S

EBIXNEEE I NNERE Iiﬁ)&
BEEZHFEIEES SIBEEEIIRIEH
fﬁﬁﬁﬁﬂ%&.‘ B ELS = R B30
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Management Discussion and Analysis (Continued)

BEEN W kT (8)
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During the year under review, we made another cross-sector
cooperation with an online game company whereby we successfully
tailor-made a limited edition of co-branded haircare gift-pack known
as “Bawang and 3x7 Mutual Entertainment (BBEx=tHIR)" to
celebrate the Programmer’s Day on 24th of October. We also
initiated a discussion topic titled “Internet Bloggers, Erupt!” on various
social media, which attracted a readership of over 5.7 million. These
helped with our publicity promotion efforts and the promotion of our
branded products.

During the year under review, we made another cross-sector
cooperation with Jin Dafu Jewelry Company, whereby Bawang and
Jin Dafu each carried out interactive lucky draws on each other’s
official accounts at Weibo, WeChat, Little Red Book, which attracted
very substantial exposures on the web. At the same time, both
Bawang and Jin Dafu recruited 10 to 20 brand bloggers for re-
direction of the lucky draw activity to each other. The browsing
volume reached an aggregate of 3.2 million, which had the effect of
extensively publicizing and promoting our branded products.

During the year under review, we made a cross-sector cooperation
with Fairy Sword and Chivalrous Legend. We produced a cobranded
haircare shampoo gift-pack with the images of Fairy Sword and
Chivalrous Legend packaging design coupled with Bawang classic
regrow shampoo. Whilst carrying out the publicity, we sold the gift-
packs at our flagship shop, which increased the sales revenue.
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Management Discussion and Analysis (Continued)
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As part of our longstanding marketing campaign to cultivate and
establish the haircare market segment of the young generation, we
have maintained our presence at various college campuses in China.
During the course of their orientation programs and college festivals,
we participate and sponsor the students’ activities by freebies and
trial Bawang shampoo products and at the same time conduct on-
campus publicity of our branded products and herbal haircare
education, which have the effect of making more and more young
people understand Bawang'’s haircare concept and the functionalities
of Bawang branded haircare products. During the year under review,
to enhance the involvement and strengthen the students’
understanding of Bawang’s brand concept, the Group visited
different campuses in six cities for face-to-face interactive
communication and carried out brand publicity promotions. Apart
from this, the Group participated in 2022 College Students
Advertising Festival (KE4 FSETED) through inviting entries of
creative work to publicize and promote Bawang branded products
through poster designs and multimedia videos. Selected winning
entries have subsequently been adopted by the Group in our displays
and/or showcased in our online platforms, points-of-sale TVs, metro
stations, public transport, outdoor post-board and industry
exhibitions. The purpose is to speak the language of young
generation for promoting our products.
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It has been our Group’s marketing strategy to create a youthful image
of our products and expand our customer base in the youth market
segment. We rolled out and promoted our Bawang products through
a consolidation of ACGN with Bawang wash and care for this
particular segment. During the year under review, we have
successfully rolled out our branded product, Bawang Blossom Flower
Shower Gel, to the market, which helped the Group develop into the
new flower shower gel market segment. We have also successfully
rolled out the Bawang branded toothpaste series, and this expansion
in our product range has helped the Group develop into the new
herbal-based oral hygiene market segment. Leveraging on an unique
IP image of Bawang, we rolled out new product series under Bawang
Herbal Fairy Animations Series.

To satisfy the young customers’ need for controlling ladies’ oily-hair
and dandruff issues, we successfully rolled out anti-dandruff and oil-
controlling shampoo products for sale on the T-Mall online sales
platform during the year under review. We also upgraded our anti-hair
fall products for this segment.

During the year under review, we have successfully applied a special
permit for our Bawang branded anti-hair-fall product series, which
enhanced the consumer’s confidence in purchasing our products
and thereby increased the sales revenue from this product series.

Management Discussion and Analysis (Continued)
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Management Discussion and Analysis (Continued)

BB NI ()

During the year under review, we educated consumers and promoted
our branded products on popular content platforms such as Douyin,
Kuaishou, Weibo, Little Red Book, Bilibili using communication
means that are well-liked by customers such as graphics + text and
short video clips. We attract consumers to buy our products through
instore counter-shows in various hypermarkets, so as to strengthen
our distributors’ confidence and accelerate the development of a new
distribution network.

During the year under review, for the domestic market, we
successfully re-activated various major distribution channels in
northern, eastern and western China. We successfully launched our
classic herbal products series into the Russian and Mongolian
markets. Additionally, we successfully launched our hot selling anti-
hair fall and hair care products into the US market. Whilst expanding
our overseas sales channel, we have enhanced at the same time the
influence of our products in overseas markets.

During the year under review, we continued to participate in
community welfare events so as to enhance our public image as a
responsible corporation. The Group made donations of Bawang
branded household and personal care (“HPC”) products and
antiseptic sanitary products to the impoverished families in the hilly
areas of north Guangdong. During the Women’s Day on the 8th of
March and in conjunction with the Guangzhou Hailong Sub-district
Social Service Station, we made courtesy visits and donated
complimentary caring product packs. In collaboration with the
Guangzhou Community Social Service Station, we carried out the
2022 Bawang Warm-Hearted activity and donated Bawang and
Royal Wind branded products to the frontline anti-pandemic workers
to show our appreciation to these workers for fighting the pandemic
together. We believe that these types of social activities help to
publicise our corporate mission and enhance our corporate image.

As at 31 December 2022, the Bawang brand distribution network
comprised approximately 818 distributors and eight KA retailers,
covering 22 provinces and four municipalities in China. Furthermore,
the Bawang-branded products were also sold in Hong Kong,
Singapore, Thailand, Malaysia, USA, Russia and Mongolia.

During the year under review, the Group enhanced its product
formula and upgraded packaging to promote new Royal Wind
branded shampoo products primarily for the online sales channel. As
at 31 December 2022, the Royal Wind brand distribution network
comprised approximately 818 distributors and eight KA retailers,
covering 22 provinces and four municipalities in China.
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The Litao products mainly comprise shower gels and laundry
detergents, which target consumers living in the second-tier or third-
tier cities in China. The Group’s goal is to maintain market coverage
in the traditional channel. As at 31 December 2022, the Litao
products distribution network comprised approximately 755
distributors, covering 22 provinces and four municipalities in China.

The Herborn Chinese herbal skin-care product series targets white-
collar ladies in the age range from 25 to 45 who have relatively high
net incomes and who are dedicated to pursuing a healthy and natural
lifestyle. We sold the products through our online sales channel and
group purchase.

The Group has established 9 online retailing platforms for our
Bawang, Royal Wind and Herborn branded products, of which two
were established during the year under review.

For the year under review, we obtained and/or renewed and/or
possessed the certificates and/or recognitions as follows:

— the permit for production of cosmetic products, which was
issued by Guangdong Provincial Medical Products
Administration, which is valid until May 2027;

—  Our Chinese herbal hair care series shampoo, Chinese anti-
dandruff series shampoo and Chinese herbal skin care series
body wash series products have been recognized as “The 2022
Elite High-Tech Products in Guangdong Province” by the
Guangdong Provincial New Hi-tech Enterprise Association (&5
BEFEMEERE) in January 2023 and valid for a period of
three years until January 2026;
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— our production process for hair-care and skin-care products
has been certified by SGS with a validity period until July 2025
as to meet the requirements of US FDA CFSAN by reference to
Cosmetic Good Manufacturing Practices (GMP) Guidelines
2008;

— our production process for hair-care and skin-care products
has been certified by SGS with a validity period until July 2025
as to meet the requirements of 1ISO22716 by reference to
Cosmetic Good Manufacturing Practices (GMP) Guidelines
2007;

— we have been accredited as a “Committee Unit” by Guangdong ~ —

Provincial Food & Drug Technology Association for Evaluation &
Certification, which is valid until December 2023;

— In January 2022, our short marketing case video “Bawang —

Shampoo — Contribution to the Preservation of Puppetry, a

Chinese Intangible Cultural Heritage (38 T t&2/K —B) A EI3E
B E¥EL)” won the Grand Prize and Nomination Award of
the overall Grand Prize in the 11th Entertainment Marketing
Forum cum 5S Gold Award (5 +—fE IR 444 {18 E5S £ #9);

— In August 2022, we were accredited as Grade A credit rating
taxpayer for 2021 by Guangzhou Municipal Tax Service of the
State Taxation Administration; and

—  In December 2022, Bawang shampoo won two honors of “College
Students’ Favorite Dynamic Brand” and “College Students’
Favorite Young Product” in the 29th China International
Advertising Festival Media Enterprise Exhibition Fair (8529/F 7
REEHECRRRSS).
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Key Risks and Uncertainties FTERBETHBREZ

Apart from those stated in the Chairman’s Statement, Management B X EHEEZ BERENHEONEE
Discussion and Analysis and Outlook sections, the Company is £ i it & & LA ﬁl\ AR A EREBCR 8§
exposed to the following key risks and uncertainties which are ) (F B A B E622F ) 78 F 4 & P &
required to be disclosed pursuant to the Companies Ordinance (Cap. ®EEZ@E M &K THEBBERZWNOT

622 of the Laws of Hong Kong).
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Risks Relating to Our Industry

In recent years, it has been common for the Mainland
manufacturing enterprises to face continuously rising labour
costs and difficulties in employing skilled labour. Our Group’s
strategy in response is to reduce the production costs by
improving the degree of machine automation and efficiency.
Since the start of 2020, and up to the year ended 31 December
2022, almost all business enterprises in the China have been
suffering from the unprecedented coronavirus pandemic,
corresponding prevention and control measures by the
government have been implemented to contain the spread of
coronavirus. During this period, the Group strictly followed all
the regulatory measures laid down by the government and the
Group has made every effort to ameliorate any adverse impacts
on its operations and economic impacts on itself and its
customers. As always, the Group will co-operate with the
government on all mandatory control measures in respect of
public hygiene and health, if any.

Credit Risks Relating to Customers

Exposure to bad debts attributable to customers usually
intensifies following a weak economic performance. To minimize
credit risks, the management of the Group has appointed
dedicated staff members to handle procedures for determining
credit limits, credit approval and other monitoring procedures,
to ensure that follow-up actions with all receivables are taken in
a timely manner. In addition, the Group reviews the collectibility
of receivables at the end of a reporting period, to ensure that
sufficient impairment losses are recognised for uncollectible
debts. For the year ended 31 December 2022, the Group has
reversal of impairment losses of approximately RMB3.0 million
in respect of trade receivables by adopting the expected credit
loss model.

Liquidity Risks

In managing liquidity risks, the Group monitors and maintains
cash and cash equivalents at a level which is considered by the
management as sufficient, to satisfy the needs arising from the
Group’s operations and to mitigate the effect of fluctuations of
cash flow. The Group’s management will continue to closely
monitor the use of cash.

Currency Risks

Sales to overseas countries denominated in foreign currencies
expose the Group to foreign exchange risks. The Group closely
manages and monitors foreign exchange risks to ensure that
appropriate measures are taken in a timely manner. The Group
will consider using hedging in respect of foreign currencies to
mitigate relevant risks as and when appropriate.

Management Discussion and Analysis (Continued)
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Management Discussion and Analysis (Continued)
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Environmental Protection

The Group is responsible for its impact to the environment arising
from its business operations. During the year under review, the Group
strictly complied with the local environmental regulations of the PRC.
The production of household and personal care products belongs to
the light industry, thus no pollutants are involved during the
manufacturing process and adverse impact to the surrounding
environment is minimal. The Group has been investing and
implementing various energy conservation projects in recent years, as
a result of which overall power consumption has drastically reduced.

Business Compliance

During the year under review, the Group has complied with the
relevant laws and regulations that have a significant impact on the
Group.

Relationship with Employees, Customers and
Suppliers

The Group adopts an employee-oriented approach, which ensures that
all staff members are reasonably remunerated. To retain a quality
workforce, we strive to regularly improve, review and update our human
resources policy and our compensation and benefits. We also provide
training opportunities to upgrade the skills of our staff members. We
also care for the occupational health and safety of our workers.

The Group’s major customers are categorised into three channels,
namely conventional distributors, key account hypermarkets and
supermarkets, and online sales (including online official flagship stores
and distributors). The credit terms granted to major customers are 30
to 90 days, which are in line with those of the credit terms granted to
other customers.

The Group maintains good relationships with its customers. We have
put in place handling procedures to receive and analyse the
customers’ complaints and make recommendations on remedial
actions with a view to improving service quality.

The Group is in good relationship with its suppliers and conducts a
fair and strict appraisal of its suppliers on an annual basis.

BaWang International (Group) Holding Limited Annual Report 2022
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Financial Review

Revenue

During the year under review, the Group’s revenue was approximately
RMB246.3 million, representing a decrease of approximately 10.0%
from approximately RMB273.6 million for 2021. The revenue through
the online sales channel was approximately RMB115.7 million,
representing a decrease of approximately 17.9% from approximately
RMB141.0 million in 2021 and the revenue through the conventional
sales channel slightly decreased by approximately 1.5% as compared
with 2021.

The Group’s core brand, Bawang, generated approximately
RMB237.7 million in revenue, which accounted for approximately
96.5% of the Group’s total revenue by product category in 2022, and
represented a decrease of approximately 8.7% as compared with
2021.

The branded Chinese herbal anti-dandruff hair-care series, Royal
Wind, generated approximately RMB4.0 million in revenue, which
accounted for approximately 1.6% of the Group’s total revenue by
product category in 2022, and represented a decrease of approximately
32.3% as compared with 2021.

The natural-based branded shampoo, shower gel and laundry
detergent products series, Litao, generated approximately RMB4.6
million in revenue, which accounted for approximately 1.9% of the
Group’s total revenue by product category in 2022, and represented
a decrease of approximately 25.8% as compared with 2021.

We sold our products through extensive distribution and retail
networks, and via conventional and online sales channels. During the
year ended 31 December 2022, a summary of our sales revenue in
percentage through different networks and/or channels is as follows:

Management Discussion and Analysis (Continued)
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In 2022, the sales to Hong Kong and other overseas markets
accounted for approximately 1.2% of our total revenue.

Cost of Sales

Cost of sales in 2022 amounted to approximately RMB153.8 million,
representing a decrease of approximately 11.9% compared with
approximately RMB174.6 million in 2021. The overall decrease in
cost of sales was mainly due to a decrease in the consumption of
raw materials, packaging materials and direct labour costs resulting
from the decrease in sales volume, and also the decrease in the
rental for factory and warehouse premises since September 2022,
which led to a decrease of manufacturing costs. As a percentage of
revenue, cost of sales decreased from approximately 63.8% in 2021
to approximately 62.4% in 2022.

Gross Profit

During the year under review, the Group’s gross profit decreased to
approximately RMB92.5 million, representing a decrease of
approximately 6.6% as compared with approximately RMB99.0
million for 2021. The gross profit margin increased from approximately
36.2% for 2021 to approximately 37.6% for 2022. Such increase was
mainly attributable to a decrease in the average unit cost of
production as aforementioned.

Other Income

During the year under review, other income decreased to RMB3.6
million, representing a decrease of 55.7% as compared with 2021.
Such decrease was mainly attributable to reversal of impairment
losses in respect of property, plant and equipment approximately
RMB3.3 million in 2021 (2022: approximately RMB0.3 million).

Selling and Distribution Costs

Selling and distribution costs decreased to approximately RMB83.5
million for 2022, representing a mild decrease of approximately 0.9%
as compared with approximately RMB84.3 million in 2021. Such
decrease was mainly due to a decrease in advertising and branding
expenses and outsourced labour costs, but such decrease was
partially offset by an increase in termination benefits and other
expenses. As a percentage of revenue, our selling and distribution
costs increased from approximately 30.8% in 2021 to 33.9% in 2022.
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Administrative Expenses

Administrative expenses for 2022 amounted to approximately
RMB32.4 million, representing an increase of approximately 10.3%
as compared with approximately RMB29.3 million in 2021. Such
increase was mainly due to the increase in write-off of trade
receivable and termination benefits, but such increase was partially
offset by the decrease in research and development expenses and
others expenses. As a percentage of revenue, our administration
expenses were approximately 13.1% and 10.7% in 2022 and 2021,
respectively.

Impairment Losses Reversed in respect of Trade
Receivables

For the year under review, the Group has reversed impairment losses
of approximately RMB3.0 million in respect of trade receivables,
following the management’s assessment on credit risk of our financial
assets by adopting the expected credit loss (the “ECL”) according to
IFRS 9.

Loss from Operations

The Group recorded an operating loss of approximately RMB17.3
million for 2022, as compared with an operating loss of approximately
RMB7.5 million for 2021, which was mainly because of the decrease
of the revenue and the increase in administrative expenses.

Finance Costs

For the year ended 31 December 2022, no interest on bank
borrowings was incurred (2021: Nil). Additionally, interest on lease
liabilities amounted to approximately RMB2.1 million (2021: RMB1.6
million).

Income Tax

During the year ended 31 December 2022, the Group had no income
tax expense (2021: Nil).

Loss for the Year

As a result of the combined effect of the above mentioned factors,
the Group recorded a loss of approximately RMB19.4 million for
2022, as compared with a loss of approximately RMB9.1 million for
2021.
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The net loss for the full financial year 2022 has shown a minor
improvement with the estimated loss of RMB25.3 million as
announced in the Profit Warning Announcement for 10 month ended
31 October 2022, which was primarily due to a decrease in the prices
of key raw materials and labour costs, and also interest received on
time deposits.

Loss for the Year Attributable to Owners of the
Company

As a result of the combined effect of the above factors, the Group
recorded a loss attributable to owners of the Company of
approximately RMB19.4 million for 2022, as compared with a loss
attributable to owners of the Company of approximately RMB9.1
million for 2021.

Outlook

In early February 2023, the CEIC’s weekly nowcast announced that
China’s retail sales grew by 0.4% year-on-year in January 2023 The
rebound in China’s consumption came after three consecutive
monthly declines between October and December 2022.

In the National People’s Congress of China in March 2023, a modest
GDP growth target of around 5.0% in 2023 was made, which is lower
than that of the IMF’s forecast of 5.2% in 2023, but a bit higher than
the Reuter’s poll forecast of 4.9% in 2023. While the China’s then
Premier Li Kegiang stressed the need for economic stability,
expansion of consumption and creation of urban job opportunities,
he warned at the same time that global inflation remains high, global
economic and trade growth is losing steam, and external attempts to
suppress and contain the growth of China are escalating.

According to a research report released by a bank in Hong Kong,
China’s exports fell by 6.8% year-on-year in January and February
20283. Though the figures are less than expected, the exports have
remained in contraction since October 2022. Imports saw a larger
decline of 10.2% year-on-year, which were primarily driven by the
ongoing weakness in exports as well as lower prices of key common
commodities globally and soft global demand that affects the value of
processing imports. Domestic demand remained relatively resilient,
but the headwinds from softer global demand may continue in the
coming months, which means a stronger domestic demand revival is
needed to reach the growth target of “around 5.0%” in 2023.
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Owing to the uncertainties and challenges against the overall
economic recovery as mentioned in the above paragraphs, the
Directors tend to be very cautious about the Chinese economic
growth in 2023 and hence they will be conservative in formulating the
strategies and operational plans for the Company.

The corporate theme for 2023 is “Continue our Growth at a Steady
Pace”.

For Bawang-branded products, the Group intends to adopt the
following strategies for publicity and promotion of its branded
products and enhancement of revenue: (1) we will continue to provide
consumers with quality China-chic products, leveraging on the
Chinese consumers’ desire for and confidence in domestically
manufactured products in promoting our branded products series; (2)
we will roll out new Bawang branded shampoo products series, such
as ginger, caviar, fleece flower root, and white truffle to the exclusive
zone channel for expanding this distributor network so as to enhance
the sale revenues; (3) we will roll out new products series to the online
sales channel, such as body wash oil, scalp scaling scrub, scalp care
essence and moisture masks so as to increase sales revenue, (4) we
will roll out dedicated promotional themes and different unique IP
images for various festivals together with new packaging of Bawang
anti-hair fall shampoo series to attract the attention of young
consumers and to arouse their purchase interests; (5) we will continue
to promote Bawang branded products through implanted
commercials in live streaming programs, cross-sector cooperations,
and participating in more charitable communities services with
implanted commercials; and (6) leveraging on the celebrity-
endorsement marketing effect and continuous sharing of the views
and comments by KOLs through new social media, personalised
social media, Xiaohongshu promotion and sharing of product
evaluations, we hope to achieve wide-spread publicity for the
Bawang brand quickly and arouse our target customers’ purchasing
interests and to accelerate the sales growth of our branded products.

For Royal Wind branded product series, the Group will sell these
branded products, which are mainly hair-care product series, through
the online sales channel so as to attract more young consumers and
to enhance sales revenue of this brand.

For Litao branded product series, the Group will continue with its
household care brand positioning, and will continue to sell laundry
detergent and other HPC products through our conventional
channels.
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For Herborn branded product series, the Group will sell these
branded products, mainly hair-care product series, hair-conditioner,
shower gel, body lotion, make-up remover and face masks, through
the online sales channel to enhance sales revenue of this brand.

For conventional channels, the Group will continue to deepen
cooperation and interaction with distributors by: (1) leveraging on the
increasing customer flow at the big shopping malls following the re-
opening of the economic activities in late January 2023, we will make
use of various major festive days such as the International Women’s
Day, the Labour Day, the Mid-Autumn Festival and the National Day
Holiday for carrying out promotional activities at the malls to increase
sales; (2) increasing the frequency of weekend promotion and
publicity counter-shows inside those major points-of-sales and
making use of the creative performance to arouse shoppers’ attention
and to achieve positive impacts on our brand influence; (3) building a
creative and attractive image of window displays at those major
points-of-sales for enhancing the sales revenue; (4) strengthening the
quality sales support services offered to key accounts so as to
stabilise the sales revenue generating from this channel; (5) continuing
to promote economical family-size Bawang Blossom Flower shower
gel; and (6) actively exploring the green field markets that have good
sales potential and new distribution network, and points-of-sale to
increase sales.

As for the online sales channel, the Group hopes to achieve stable
growth through implementation of the following plans: (1) the Group
will optimise the operational efficiency, and stabilise market share for
hot sales items such as anti-hair fall haircare product series. The
Group will create further hot sales items such as ginger shampoo,
scalp essence and haircare essence oil products to increase sales
revenue; (2) the Group will continue to optimize our merchandises
available for sales at T-Mall flagship stores, to maintain the sales of
hot-items whilst stabilizing the existing customer base, and to roll out
new products for developing new customer base; (3) the Group wiill
develop further shops at Pingduoduo and to increase sales through
channel-specific tailor-made products; (4) the Group will increase its
spending in the live video-streaming so as to develop new channels
for increasing sales in Duoyin and Kuaishou through channel
broadcasters to carry out instant online sales to increase sale
revenue; (5) the Group will continue to develop online channel
distributors and partners for making use of the mutual advantages to
increase sales; and (6) for the self-operating channels at T-Mall and
JD.com, we will make use of the scale and influence of our brand for
further cooperation with the online platforms and streamlining the
operations so as to increase sales revenue.
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For production management, quality and cost control are our motto.
We always put our top priority on product quality through reasonable
utilizations of the existing production resources. We will continue to
strengthen our research and development capability, to optimize our
production process, to implement centralized production for
conservation of water, electricity and gas energy so as to reduce
production costs, and to strictly enforce intensive controls over the
production flows and process which ensure the quality of our
products while at the same time minimizing the spoilage and wastage
S0 as to achieve competitive cost advantage in the market.

We will adopt a flexible supply chain management approach to plan
and design the production process so as to maximise the production
effectiveness, and to optimise the utilisations of production facilities
and factory space so as to minimize the production costs.

We will implement a complete performance-based assessment
system, which serves to ignite the dynamism and enthusiasm from
individual staff members, for the purpose of enhancing efficiency,
reducing the production costs and increasing the rewards to workers.

For our original equipment manufacturers (“OEM”) business, we will
make use of our competitive advantages in professional design,
research and development capabilities, mature production
management techniques and advanced production infrastructures for
expanding our OEM business with a view to strengthening our co-
operations with quality customers so as to increase our market share
and influence in this business sector.

We believe that through the above-mentioned resources
management and workflow integration to maximise production
effectiveness, we can create more returns for our shareholders.

As part of the business expansion plan, the Group will continue to
explore the possibility of engaging with potential distributors for
launching our branded products to other countries. The Group is
open to explore further business opportunities with potential overseas
distributors.

As of the date of this report, the Group does not have any
outstanding acquisition opportunity on hand, nor is actively exploring
business opportunities that may involve potential acquisition.
However, the Group would consider the feasibility of any potential
investment opportunities to enhance the returns to our shareholders.
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Liquidity, Financial Resources and Capital
Structure

The Group adopts conservative financial management policies and
maintains a good and solid financial position. As at 31 December
2022, the time deposits, bank balances and cash of the Group were
approximately RMB124.4 million (2021: approximately RMB113.3
million). Of which, the total time deposits with various maturity dates
of the Group were approximately RMB50.0 million (2021:
approximately RMB54.0 million). A summary of liquidity and financial
resources is set out below:

%Ebﬁﬁ MBERRELRRE

AEERARTHVBEEBR L ER
REBENYBHRR -BLE=—F ==

+-A=+—HB AEENEHER

BITEHREBSANOARKI24458 T
—E - —F:HARK1I33EE L)

EEAAEETRAEBENAEHEFER

BUARB00BETL(ZE-_—F: 4
ARBS40BETL) RBESMYBKE
BREESHOT -

31 December 31 December

2022 2021
R-s=—=— R-_T - —4F
+=ZA=+—-—H +ZHA=+—H
RMB in million RMB in million
ARBEER ARBBEE T
Time deposits, bank balances and cash TFTHEZ HRITEH LIRS 124.4 113.3
Total loans EEEE 0 0
Total assets BEE 244.2 295.6
The gearing ratio' EEAEX 0% 0%
Note: Bat -
1. Calculate as total loans divided by total assets 1. BEBBEXRRERBOEGRINEEREGETE
Material Acquisition and Disposal BERKBNEHE

The Group did not engage in any material acquisition or disposal of
any of its subsidiaries or associates during the year under review.
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Exposure to Fluctuations in Exchange Rates
and Hedging

The operations of the Group are mainly carried out in China, with
most transactions being settled in Renminbi. The reporting currency
of the Group is Renminbi. During the year under review, the Group
had exported its goods to Hong Kong and certain overseas countries.
The transactions were settled in either Hong Kong Dollars or United
States Dollars. The Group’s cash and bank deposits are mostly
denominated in Renminbi. The Company will pay dividends in Hong
Kong Doallars if dividends are declared. The Directors are of the view
that the Group conducts its business transactions principally in
Renminbi and thus the exchange risk at the Group’s operational level
is not significant. As at 31 December 2022, the Group had not issued
any material financial instruments or entered into any material
contracts for foreign currency hedging purposes. However, the
Directors will continue to monitor the foreign exchange exposure of
the Group and are prepared to take prudent measures such as
hedging when required.

Contingent Liabilities

The Group had no material contingent liabilities as at 31 December
2022.

Capital Commitment

As at 31 December 2022, the Group had no material capital
commitment.

Charge of Assets

The Group had no charge of assets as at 31 December 2022.

Distributable Reserves

Pursuant to applicable statutory provisions of the Cayman Islands,
the Company had no reserves available for distribution to the
shareholders as at 31 December 2022 (2021: Nil).
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Inventories

As at 31 December 2022, the Group had inventories of approximately
RMB27.1 million, representing a decrease of approximately 33.6%
compared with approximately RMB40.8 million for 2021. Such
decrease was primarily due to the sales of the stock of finished goods
brought forward from preceding year which was prepared for the
promotional activities of online sales channel then, and the decrease in
the stock levels of both finished goods and raw materials during the
year.

The Group adopts a prudent approach in valuing its inventory. The
Group continuously monitors the inventory levels of its different raw
materials, packaging materials and finished goods, and based on
feedback from the sales force on the various product lines and sales
figures, the management regularly identifies the inventory levels of
individual inventory items to determine whether there is any slow
moving or obsolete items or finished goods. On this basis, the
management will devise actions to be taken in relation to such
inventory prior to their obsolescence, and/or whether provision
should be made.

Trade Receivables

As at 31 December 2022, the Group had trade receivables of
approximately RMB14.3 million, representing a decrease of
approximately 28.5% compared with approximately RMB20.0 million
for 2021. Such decrease was primarily due to the decrease in the
overall sales through online and conventional channels leading to a
decrease in trade receivables.

Some of the Group’s sales are made on credit, trade receivables are
resulted when the goods and titles have been delivered and passed,
respectively. The management regularly reviews the credit quality of
the Group’s customers and their partners to evaluate whether
provision should be made.
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Trade and Other Payables

As at 31 December 2022, the trade and other payables of the Group
was approximately RMB79.6 million (2021: RMB83.5 million). The
decrease was primarily due to the decrease in trade payables and
accrued payroll, but such decrease was partially offset by the
increase in other payables and accruals. As at 31 December 2022
and 31 December 2021, trade and other payables did not include
any balances due to related parties.

Human Resources

To provide incentive to the employees of the Group, the Group is
committed to staff training and development under any economic
circumstances. The Group maintains a good relationship with its
employees. The Group will continue to invest in our human capital so
as to retain a quality workforce to achieve our organisational goal.

In 2022, the Group organised various in-house training classes to
strengthen the soft skills of our staff members such as time
management, stress management, and leadership development.
Apart from these in-house courses, the Group also required our
department managers to attend external courses on reward and
compensation, and motivation, we required our senior sales and
marketing staff to attend brand positioning strategy course, and we
required our finance and accounting staff members to attend
seminars about the latest legislative/regulatory compliance,
accounting standards, taxation practices and budgetary control.

As at 31 December 2022, the Group employed approximately 442
employees (831 December 2021: approximately 499), consisting of
full-time employees and contract personnel in the PRC and Hong
Kong. The total personnel expenses, comprising wages, salaries and
benefits, amounted to approximately RMB55.0 million for 2022 (31
December 2021: approximately RMB54.7 million).
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The following table sets forth a breakdown of the total headcount of

our employees and contract personnel as at 31 December 2022 and
2021:

TREINR-_F-_—_F+_-_A=+—H
A—Z-_—H+-A=+t—BHMOR
BERAHNREEMNAAD

31 December 31 December

2022 2021
—s=-= —F - —

+=-—A=+-—AH +ZHA=+—H

Full-time employees *HES 207 222
Contract personnel AHEE

- Full time -2 235 277

— Part time — 0 = —

235 277

Total employees BEBA"Y 442 499

The employees’ remuneration, promotion and salary review are
based on individual job responsibilities, work performances,
professional experiences and the prevailing industry practices.

Our