E?E
=
HUABAO
HUABAO INTERNATIONAL HOLDINGS LIMITED

3 77 BB P B A WA A

(Incorporated in Bermuda with limited liability)
(8 52 7t Mo 2 AR 2N A )
(Stock Code B3 1X3% : 00336)

Interim Report

2023
)




33

47

49

CONTENTS B &

Corporate Information

ABEH

Financial Highlights
BREE

Management Discussion and Analysis
EIRfE R DA
Other Information

Hipsx

Condensed Consolidated Statement of Financial
Position

BB AR & B iR &

Condensed Consolidated Income Statement

BHRZEESRER

50

51

52

54

98

Condensed Consolidated Statement of
Comprehensive Income

RSS2 E R

Condensed Consolidated Statement of Changes
in Equity
BHRESREESE X

Condensed Consolidated Cash Flow Statement

BRGEERERER

Notes to the Condensed Consolidated Interim
Financial Information

B AR & o B B %5 B R B R

Glossary

Gl



Huabao International Holdings Limited ZEHEFZRER AT Interim Report 2023 # &

Corporate Information

BOARD OF DIRECTORS
Executive Directors

Ms. CHU Lam Yiu (Chairlady & CEQ)

Mr. LAM Ka Yu (Co-Chairman)

Mr. XIA Liqun (Vice Chairman & President)

Mr. POON Chiu Kwok (Vice President & Company Secretary)
Ms. LAM Ka Yan

Ms. CHOY Man Har

Independent Non-executive Directors

Mr. LEE Luk Shiu
Mr. Jonathan Jun YAN
Mr. HOU Haitao

AUDIT COMMITTEE

Mr. LEE Luk Shiu (Chairman)
Mr. Jonathan Jun YAN
Mr. HOU Haitao

REMUNERATION COMMITTEE

Mr. LEE Luk Shiu (Chairman)
Mr. HOU Haitao
Mr. XIA Ligun

NOMINATION COMMITTEE

Ms. CHU Lam Yiu (Chairlady)
Mr. LEE Luk Shiu

Mr. Jonathan Jun YAN

Mr. HOU Haitao

Ms. LAM Ka Yan

COMPANY SECRETARY
Mr. POON Chiu Kwok FCG, HKFCG

AUDITOR

PricewaterhouseCoopers
Certified Public Accountants
Registered Public Interest Entity Auditor

LEGAL ADVISOR

Haiwen & Partners LLP

PRINCIPAL BANKERS

China CITIC Bank Corporation Limited
China Minsheng Banking Corp., Ltd.
Industrial Bank Co., Ltd.

United Overseas Bank Limited

DNEEF

Exg

BITES
AMBELL(TEREEHTTE)
MWEFEE (BELE)
BEMB L (B EHRAE)
BB EE (BIEEFRLAWE)
MEMTLZL

EXBEXL

BYFHTES

TR E
Jonathan Jun YANZE 4
EEELRE

EREES®

IR E(EE)
Jonathan Jun YANZE 4
EEERE

FHEES
FRKEE ()
w=EBEEE
BMERE

REZES
IMEL L (F/E)
TR E

Jonathan Jun YANZ 4
EEETE
MEEHT I

NAEIME
& BB B %% A FCG, HKFCG

¥ By B
BERBUKEE R EHA
S E -]

A 2R T 2 B RE % BT

EEERE
SRR I

FEAREBIT
RIERITRBERRA
PERERITRHBBAA
FERTRHBRA A
RERTHERRA



Corporate Information (contd)

HEAD OFFICE AND PRINCIPAL PLACE

OF BUSINESS IN HONG KONG

Suite 3008

30th Floor, Central Plaza
18 Harbour Road
Wanchai

Hong Kong

REGISTERED OFFICE

Clarendon House
2 Church Street

Hamilton HM 11

Bermuda

PRINCIPAL SHARE REGISTRAR
MUFG Fund Services (Bermuda) Limited
4th floor North Cedar House

41 Cedar Avenue

Hamilton HM 12

Bermuda

BRANCH SHARE REGISTRAR

Tricor Tengis Limited

17/F, Far East Finance Centre
16 Harcourt Road

Hong Kong

STOCK CODE

The Stock Exchange of Hong Kong Limited: 00336

COMPANY WEBSITE

www.huabao.com.hk

Huabao International Holdings Limited ZEEERERA 7

NEER @
BEHNEBTEEEWE

BE

AT

2B 1855
FIRE 53018
3008%

AMMER

Clarendon House
2 Church Street

Hamilton HM 11

Bermuda

FTEROGBFERLE

MUFG Fund Services (Bermuda) Limited
4th floor North Cedar House

41 Cedar Avenue

Hamilton HM 12

Bermuda

BHOBEERRTE
BEEEBERAF
BB

ERIE169
RRSBAOTIE

B 171X 5%
ERBERZFIER AR 1 00336

Ak R

www.huabao.com.hk

Interim Report 2023 # #i3R &



Huabao International Holdings Limited ZREKZERBIRA 7

Financial Highlights
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MBRE

Unaudited
RIEER
For the six months ended
30 June
BZ6A30R L&A
2023 2022
20234 20224 Change in
RMB’'000 RMB’000 percentage
ARBT ARBTT B EE
Revenue BER 1,535,704 1,847,152 -16.9%
Gross profit EF 706,732 967,029 -26.9%
Gross profit margin FE Flx= 46.0% 52.4%
Operating profit/(loss) LERN/(EE) 260,740 (141,776) +283.9%
EBITDA margin* EBITDAX* 28.2% 34.2%
EBIT margin** EBITZE** 17.0% —7.7%
Adjusted EBIT margin* AE R EBITE? 18.0% 25.6%
Profit/(loss) for the period RNEAE AR, (E518) 200,353 (233,031) +186.0%
Adjusted profit for the period* KRR R 2 AR B R 215,300 381,300 -43.5%
Profit/(loss) attributable to the KARHEREE AEMN
equity holders of the Company ER,/(FiE) 153,970 (313,531) +149.1%
Adjusted profit attributable to the  4& &% ~ A X B #E2%
equity holders of the Company* =G ARLEF 168,917 300,800 -43.8%
Net cash generated from operating & E/EBEL R4 %5
activities 351,235 111,799 +214.2%
RMB cents RMB cents
AR%S AR S
Basic and diluted earnings/(loss) per &R E A L #E &)~
share (B#R) 4.77 (9.71) +149.1%
Adjusted basic and diluted earnings F&E % 2 B EAR K
per share* e AR 5.23 9.31 -43.8%
HK cents HK cents
B AL 5 EEAIL
Paid special dividend per share 2R & M Bl AR 2 - 3.38
Proposed interim dividend per share #&Jx & % /0 HA % B 1.60 -
Proposed special dividend per share #tE & i% 45 51| i& 2 1.90 -

* "EBITDA margin” equals to “Earnings before taxes, interest, - [EBITDAR | Z N [B B - Fl & -« & « #He-
Bein AR 2 Bl & M i B ERT B & F BRI
[exs] -

[EBITR | ERBRE M A B AT B A F ] BRIATE
ES I

kR E 2202356 H30H IENE A 2 B E R E
AR #14,947,0007T 2 B 202296 A30A L&
NEAAZHEFBEARE614,331,0007T °

depreciation, amortisation, share-based compensation expenses and
impairment of goodwill” divided by “Revenue”.

=%  "EBIT margin” equals to “Earnings before taxes and interest” divided — ..
by “Revenue”.

# Excluding impairment of goodwill of RMB14,947,000 for the six  #
months ended 30 June 2023 and RMB614,331,000 for the six months
ended 30 June 2022.
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Management Discussion and Analysis

GENERAL OVERVIEW

During the Reporting Period, China’s economic activities gradually
recovered as a result of the lift of the pandemic control. According
to data released by China’s National Bureau of Statistics, gross
domestic product grew by 5.5% year-on-year in the first half of
the year, which exceeded the government’s full-year target of
5% economic growth. The macroeconomic recovery has led to a
rebound in consumption, with some sectors, such as tourism and
catering, seeing relatively more significant growth. Nevertheless,
the three-year-long pandemic has made domestic consumers
more cautious in spending, while demand from overseas markets
has declined due to the economic downturn. The instability and
volatility of demand in both the domestic and international markets
have caused enterprises to adopt a wait-and-see attitude towards
expanding production and new investments. The slowdown in GDP
growth in the second quarter from the previous quarter reflects
signs of a slowdown in the economic recovery, and there remains
considerable pressure on overall economic recovery.

In the face of a difficult operating environment, the Group
coordinated its business segments to formulate plans in R&D,
production, and sales in accordance with the actual market situation,
and to promote business development in a stable and orderly
manner. The Group actively promoted the “Lean Production”
program in each business segment to reduce operating costs and
improve production efficiency. In order to implement the “Plan for
Huabao’s Sustainable Development Goals”, the Group attached
great importance to the ESG and organised a number of relevant
trainings during the Reporting Period with an objective to raise
the awareness of employees on sustainable development so as to
facilitate the sustainable development of the business.

INDUSTRY OVERVIEW
Overview of the tobacco industry

According to the National Bureau of Statistics, China’s cigarette
production reached 26.932 million cases during the Reporting Period,
representing a year-on-year increase of 1.7%. The stable production
of the tobacco industry reflected the strong anti-cyclicality and
stability of the tobacco industry. In the backdrop of increasing
economic uncertainty at home and abroad, it is obvious that the
stable development of the tobacco industry plays an important role
in national tax revenues and improving the living standards of rural
residents.
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Management Discussion and Analysis (cont'd)

In the first half of 2023, the STMA carried out special inspections
to regulate the e-cigarette market. The STMA conducted a
comprehensive inspection of e-cigarette manufacturers, wholesalers
and retailers, to ensure that they were operating legally and in
compliance with the law. The inspections have helped e-cigarette
market participants to recognise the importance of learning and
implementing e-cigarette-related policies, resulting in a more
regulated e-cigarette market. Meanwhile, some e-cigarette
companies with financial strength and product competitiveness
began to put in more resources in developing overseas markets, so
as to increase market share and expand revenue sources.

In regard to HNB cigarettes, international tobacco companies
continued to increase their investment in R&D and branding in
this area, resulting in favourable product promotion and sales
performance. Nevertheless, the popularity of HNB cigarettes has also
led to increased scrutiny of the product’s safety and promotional
accuracy by regulatory agencies in overseas countries and territories.
International tobacco companies have to devote more resources and
effort to respond to regulatory requirements.

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

In the first half of 2023, the pandemic prevention and control were
substantially relaxed, and people were able to have free access to
a variety of different venues, with an increase in consumption for
foods and beverages and a corresponding increase in consumer
demand. According to the National Bureau of Statistics, the
added value of the food manufacturing industry grew by 2.7%
year-on-year, and the added value of the wine, beverage and
refined tea manufacturing industry grew by 0.2% year-on-year. The
three-year pandemic has led to a significant increase in consumer
demand for the quality, safety and nutrition of food and beverages,
and consumers have developed the habit of purchasing a variety
of food and beverage products online. In the daily-use chemical
industry, product sales rebounded, as offline sales channels for
daily-use chemical brands recovered with online sales channels
empowering offline channels. However, as consumers became more
cautious in their spending after the pandemic, various brands had to
attract customers and boost sales through more discounts, adding
more intense competition to the industry with great pressure on the
operations of small and medium-sized brands.
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Management Discussion and Analysis (cont'd)

Overview of the condiment industry

During the Reporting Period, the catering industry witnessed a strong
recovery as people had free access to various food and beverage
establishments for dining. According to the National Bureau of
Statistics, the revenue of the catering industry in the first half of the
year was RMB2,432.9 billion, representing a year-on-year increase of
21.4%. Compared with the pre-pandemic year of 2019 (1H 2019:
RMB2,127.9 billion), there was an increase of 14.3% year-on-year,
the performance of the catering industry has already surpassed
that of the pre-pandemic period. The recovery of the catering
industry has driven the demand for the products of the upstream
condiment enterprises, which in turn have invested more in product
development, distribution network and marketing with an aim to
expanding their customer base and increasing sales. Despite the
recovery of the catering industry, the demand for cost reduction and
efficiency enhancement in the catering industry remained strong,
as consumers became more cautious in their spending and catering
enterprises had to increase sales through high volumes and thin
profit margins. For the condiment enterprises, the key to enhancing
their competitiveness is finding ways to help their customers to
improve their order fulfilment efficiency, maintain their quality and
tastes of dishes and develop standardised products.

RESULTS

During the Reporting Period, the Group achieved a revenue of
approximately RMB 1,536 million (1H 2022: approximately RMB1,847
million), representing a year-on-year decrease of 16.9%; gross profit
margin of 46.0% (1H 2022: 52.4%), representing a year-on-year
decrease of 6.4 percentage points; operating profit of approximately
RMB261 million (1H 2022: operating loss of approximately RMB142
million); profit attributable to the equity holders of the Company
of approximately RMB154 million (1H 2022: loss attributable to the
equity holders of the Company of approximately RMB314 million);
basic earnings per share of approximately RMB4.77 cents (1H 2022:
basic loss per share of approximately RMB9.71 cents).

Excluding the impact of goodwill impairment of RMB614 million in
relation to the Jiahao CGU in the first half of 2022 and the goodwill
impairment of RMB14.947 million in relation to the aroma raw
materials segment for the first half of 2023, an adjusted operating
profit amounted to approximately RMB276 million (1H 2022:
adjusted operating profit of approximately RMB473 million) was
recorded for the Reporting Period, representing a year-on-year
decrease of 41.7%; adjusted profit attributable to the equity holders
of the Company was approximately RMB169 million (1H 2022:
adjusted profit attributable to the equity holders was approximately
RMB301 million), representing a year-on-year decrease of 43.8%;
adjusted basic earnings per share was approximately RMB5.23 cents
(1H 2022: adjusted basic earnings per share was approximately
RMB9.31 cents), representing a year-on-year decrease of 43.8%.
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Management Discussion and Analysis (cont'd)

BUSINESS REVIEW
Review of F&F and Food ingredients business

During the Reporting Period, revenue of the F&F and Food
ingredients business of the Group amounted to approximately
RMB681 million (1H 2022: approximately RMB888 million),
representing a year-on-year decrease of 23.3%, and accounting
for approximately 44.3% (1H 2022: 48.0%) of the Group’s total
revenue. The decrease in revenue from the business segment
was mainly due to changes in market demand and increased
market competition. Operating profit of the segment amounted
to approximately RMB238 million (1H 2022: RMB469 million),
representing a year-on-year decrease of 49.2%; and operating profit
margin was approximately 34.9% (1H 2022: 52.8%), representing
a year-on-year decrease of 17.9 percentage points. The decline in
operating profit margin was primarily attributable to changes in
product mix.

(1) Flavours

In terms of tobacco flavours, the Group has developed special
flavouring products that can be used in cooling materials for
HNB cigarettes. These products are available in different forms
and flavours to meet the diversified needs of customers. For
food flavours, the Group has produced tea, milk and syrup
flavours for food and beverage customers in response to their
demand for new flavours, to help them win the hearts and
minds of consumers. In addition, the bakery market has a large
capacity and rapid growth, resulting in a high demand for
food flavours. However, the bakery market is characterised by
intense competition and rapid product updates, which requires
high demands on the ability of flavour manufacturers to
provide customised products and adapt to changes. The Group
monitors the development characteristics and trends of the
bakery market and strives to develop more new customers.

For overseas markets, Warlbor Asia Pacific Pte Ltd in Singapore
is actively developing customers in Malaysia, Thailand,
Indonesia, and etc., and its products have been tested and
certified by local regulatory authorities. The Group has
established formulations and databases of flavouring products
based on the needs of local customers, so as to better analyse
the flavour preferences of local customers and optimise its
product development and promotion strategies.
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Management Discussion and Analysis (cont'd)

(2)

(3)

(4)

Fragrances

After the end of the pandemic, market demand for fumigation
and decontamination products declined. The Group shifted its
development focus to personal care, oral care and pet care. For
overseas markets, the Group has also been actively developing
customers in the European and African markets to increase
revenue sources and promote the internationalisation of its
business.

Food ingredients

The operations of the food ingredients segment resumed
to normal in the first half of the year as demand from the
downstream food, beverage and catering markets rebounded.
In order to enhance the competitiveness of the food
ingredients business, the Group provided financing, technical,
regulatory and management support to the business and
assisted the business segment in developing overseas markets,
with an aim to improving the performance of the business in
the future.

Investment progress of the proceeds raised by Huabao
Flavours

In April 2021 and April 2023, the Group adjusted the use
of the proceeds raised from the IPO of Huabao Flavours
in 2018 and the implementation plans for the investment
projects in order to better respond to the industry changes
and the Company’s development. The Group will cease the
construction of “Huabao Yingtan Flavours and Ingredients
Production Base Project” and the “Lhasa Pure Land Healthy
Food Project” and transform the “Huabao H&K Food Flavours
and Food Technology Development Project” into the “Huabao
Technology Innovation Center and Supporting Facilities
Project” (“Huabao Techlnno Project”), as well as launch the
new “Huabao Digital Transformation Project” (“Huabao Digital
Project”).

As of 30 June 2023, the cumulative amount dedicated for
the Huabao Techinno Project was approximately RMB7.5463
million (31 December 2022: approximately RMB5.0323 million),
representing an investment progress of 1.68% (31 December
2022: 1.1%). The cumulative amount dedicated for the
Huabao Digital Project was approximately RMB19.0878 million
(31 December 2022: approximately RMB17.5898 million),
representing an investment progress of 31.81% (31 December
2022: 29.3%). As of 30 June 2023, the balance of unused
IPO proceeds (including accumulated interest income received)
amounted to approximately RMB1,648 million (31 December
2022: approximately RMB1,668 million). As of 30 June 2023,
the IPO proceeds utilized amounted to approximately RMB940
million (31 December 2022: approximately RMB901 million),
accounting for 40.7% (31 December 2022: 39.0%) of the total
proceeds from the IPO in 2018 of approximately RMB2,310
million.
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Management Discussion and Analysis (cont'd)

Review of the tobacco raw materials business

During the Reporting Period, revenue of the Group's tobacco
raw materials business was approximately RMB187 million (1H
2022: approximately RMB192 million), representing a year-on-year
decrease of 2.3%, and accounting for approximately 12.2% (1H
2022: approximately 10.4%) of the Group’s total revenue. The
decline in segment revenue was mainly due to decline in sales of
tobacco new materials. Operating profit of the business segment
was approximately RMB44.272 million (1H 2022: approximately
RMB19.365 million), representing a year-on-year increase of
128.6%; operating profit margin was approximately 23.6%
(1TH 2022: 10.1%), representing a year-on-year increase of 13.5
percentage points. The increase in operating profit was mainly due
to strict control of costs.

(1) RTL
During the Reporting Period, the Group’s co-operative
relationship with its RTL customers was stable. With oversupply
in the domestic market, the growth of the RTL business mainly
came from the development of overseas business. In Indonesia,
the Group's HNB RTL plant achieved mass production and
volume sales, and the quality of the products and services
provided by the team were recognised by customers. The team
is able to develop and produce HNB RTL that suits customers’
products according to their needs. As a result of the customer’s
recognition, the Group has decided to increase investment
to increase the production capacity of HNB RTL in Indonesia
from the current 1,000 tonnes per annum to 3,000 tonnes
per annum. The construction of the new production line is
expected to be completed by the third quarter of 2024. The
Group will continue to assess the market demand to determine
whether it is necessary to further increase production capacity.

(2) Tobacco new materials

Tobacco new materials mainly include cigarette capsules and
filters. The decline in revenue from cigarette capsules was
mainly attributable to the decrease in selling prices due to
weak market demand and fierce competition in the domestic
market. Meanwhile, since the cost controls by customers
and the proportion of sales of products with lower profit
margins increased, the overall profit margin of tobacco capsule
products dropped accordingly. For cigarette filters, as the
market for HNB cigarettes has not yet been opened up in
Mainland China, the Group focused its efforts on improving
the production efficiency for existing products, strengthening
production management, and the R&D in news products.
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Management Discussion and Analysis (cont'd)

Review of the aroma raw materials business

During the Reporting Period, revenue of the aroma raw materials
business of the Group was approximately RMB290 million (1H
2022: approximately RMB478 million), representing a year-on-year
decrease of 39.3%, and accounting for approximately 18.9%
(1H 2022: 25.9%) of the Group’s total revenue. The decrease in
segment revenue was mainly attributable to decline in domestic and
foreign market demand. Operating loss of the business segment
was approximately RMB9.968 million (1H 2022: operating profit
of RMB44.775 million). Excluding the impairment of RMB14.947
million for first half of 2023, the adjusted operating profit was
approximately RMB4.979 million, representing a year-on-year
decrease of 88.9%; the adjusted operating profit margin was1.7%
(1H 2022: operating profit margin: 9.4%), representing a
year-on-year decrease of 7.7 percentage points. The decrease in
adjusted operating profit and operating profit margin were mainly
due to decrease in revenue and change in product mix.

During the Reporting Period, demand for the aroma raw materials
segment declined in both overseas and domestic markets. In the
overseas markets, the weak economy of major economies and high
inventories led to a decline in demand growth. In the domestic
market, end-consumers became more cautious and conservative in
consumption, triggering the effect to the upstream of the industry
chain, which reduced the demand for upstream aroma raw material
products. To boost the product’s sales in the face of overall reduced
demand, market participants adopted price reduction strategies,
which put downward pressure on the sales prices of products. The
decline in both product volume and selling prices resulted in lower
revenue for the segment. However, the fixed costs of the segment
did not decrease, resulting in a significant decrease in the segment’s
operating profit and operating profitability.

During the Reporting Period, national regulatory bodies placed great
emphasis on the ability of chemical enterprises in production safety.
The Group conducted an overall inspection of the segment’s safety
production management system and production competency, and
provided a number of specialised trainings on production safety
for its employees to raise their awareness of risk prevention and
established a safe production and working environment.
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Management Discussion and Analysis (cont'd)

Review of the condiment business

During the Reporting Period, revenue of the Group’s condiment
business was approximately RMB375 million (1H 2022:
approximately RMB289 million), representing a year-on-year increase
of 29.5%, and accounting for approximately 24.4% (1H 2022:
15.7%) of the Group’s total revenue. The operating profit of the
segment was approximately RMB71.426 million (1H 2022: operating
loss of approximately RMB586 million); operating profit margin was
19.1%. Excluding the impact of the impairment of the goodwill of
approximately RMB614 million of Jiahao CGU for the first half of
2022, operating profit increased by 151.9% year-on-year (1H 2022:
adjusted operating profit was approximately RMB28.357 million),
operating profit margin (1H 2022: adjusted operating profit margin
9.8%), increased by 9.3 percentage points on a year-on-year basis.
The increase in the segment’s revenue was mainly due to increased
demand in the market as a result of the recovery of the catering
industry, while the increase in operating profit and operating profit
margin was mainly due to increased revenue and operating cost
control. During the Reporting Period, the pandemic was finally
over and the catering industry rebounded strongly as it resumed
normal business. Purchasing demand from customers of the catering
industry grew and product sales rose. The Group adopted the
refined management model to reduce the selling and administrative
expenses, resulting in improved profitability in the condiment
business.

In terms of products, sales of core products such as chicken sauce,
wasabi and fruit juices all recorded year-on-year growth. In order
to further diversify the product mix and assist chefs in improving
the efficiency and quality of their dishes, the R&D team launched
the new product “Chinese Chef’s Bone Broth” soup base, which
is extracted and blended with high-quality raw materials with
Tetra Pak packaging to preserve the taste and flavour of the soup
base for a long period of time at room temperature. The launch
of new products is a reflection of the continuous innovation
and experimentation of the condiment segment, enhancing the
segment’s comprehensive competitiveness and sources of income.

In terms of sales channels, the rapid recovery of the catering industry
improved distributors’ willingness to increase their inventories for
more sales. The Group’s sales and marketing teams capitalised
on the opportunity of the industry recovery and expanded its
sales network, increasing the number of Tier 1 distributors to
approximately 600. The increase in the number of distributors and
the expansion of their coverage provided sufficient momentum for
the recovery and growth of the segment’s sales.

In terms of marketing strategy, all offline marketing activities
resumed after the end of the pandemic. The sales team visited the
end-customers to understand their experience in using the products
and collected their feedback as basis for product improvements and
enhancement of the product competitiveness and service quality.
The sales team also actively participated in major exhibitions in the
catering industry to promote products to users in various countries
and regions, taking the opportunity to enhance our brand exposure
and awareness.
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Management Discussion and Analysis (cont'd)

Review of R&D

During the Reporting Period, the Group’s investment in R&D was
approximately RMB116 million (1H 2022: approximately RMB111
million). R&D expenses accounted for approximately 7.6% (1H 2022:
6.0%) of revenue, representing an increase of 1.6 percentage point
as compared to the corresponding period last year. The R&D costs
were fully expensed and no R&D costs were capitalized (1H 2022:
Nil).

During the Reporting Period, the F&F and Food Ingredients segment
was granted 4 utility model patents and 4 invention patents,
including ”“A Kind of Flavouring and Fragrance for Oral Tobacco
and Its Preparation and Application”, “An Emulsifying Tank for
the Production of Small Amount of Flavours and Fragrance”, “A
Kind of Sandalwood Flavour and Fragrance with High Temperature
Resistance and Its Preparation and Application”, and “A Kind of
Feeding Device for High Pressure Homogenizer and High Pressure
Homogenizer “. These patents cover flavours and fragrances for
cigarettes, food, daily chemicals and food ingredients, strengthening
the production process and competitiveness of the F&F and Food
Ingredients segment.

In respect of tobacco raw materials, the Group has invested more
resources in the R&D of innovative tobacco products and product
technology, as the growth point of the segment’s products
and business. During the Reporting Period, Shenzhen Huabao
Collaborative Innovation Technology Research Institute applied for
a total of 35 patents, including “A Kind of HNB Heating Device”,
“A Kind of Dry Process for RTL and HNB Cigarettes”, “A Kind
of Thickened Pulp Process for RTL, Its Preparation Method and
Cigarettes”, and “Thermally Stable Natural Plant Materials for HNB
Cigarettes and Its Production Method”. These patents mainly focused
on the core materials for HNB cigarettes, which consolidated the
Group’s competitiveness in the field of innovative tobacco products.
In addition, Guangdong Golden Leaf Technology Development Co.,
Ltd. was awarded the “Third Prize of China Tobacco Corporation
Standard Innovation Contribution Prize” issued by China National
Tobacco Corporation and the “Special Thin RTL Selected as Famous
Hi-Tech Product of Guangdong Province” issued by Guangdong
Hi-Tech Enterprise Association.
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Management Discussion and Analysis (cont'd)

In the aroma raw materials business, Jiangxi Xianghai was granted 2
utility model patents and 3 invention patents, including “A Kind of
Evaporation and Concentration Device for Preparation of Furanone”
and “A Kind of Substitute Reactor for Furanone Synthesis and
Processing Method"”. Zhaoqing Perfumery Co., Ltd was awarded
the [ Certificate of Professional, Advanced, Specialized and New
SME of Guangdong Province] as well as the [ Certificate of Top 50
Technology Innovation Enterprises in Zhaoging| .

In terms of condiments, the Group was granted an invention patent
for “A Kind of Preparation of Thermally Processed Concentrated
Citrus Fruit Juice with Inhibition of Non-enzymatic Browning”. The
patent can effectively inhibit and slow down the browning of fruit
juices during storage, extend the storage time and make fruit juice
products easier to preserve, which is of significant commercial value
to the Group. During the Reporting Period, the Group launched
its new soup base products, and its invention patent of “A Kind of
Concentrated Soup Base Preparation using Boiling and Complex
Enzymolysis Process” has entered the approval stage.

Human Resources and Corporate Culture Construction

As at 30 June 2023, the Group employed a total of 4,003 (as at 31
December 2022: 3,875) employees in Mainland China, Hong Kong,
Germany, Indonesia, Singapore and other places.

During the Reporting Period, the Mainland China officially declared
the end of the pandemic. However, due to the long duration, the
psychological and mental health of people from all walks of life were
negatively affected to varying degrees. To minimise the negative
impact of the pandemic on the physical and mental health of our
employees during the pandemic, the Group had prepared sufficient
pandemic prevention materials for free use by our employees,
allowed infected employees to work at home, and provided them
with various benefits as usual, creating a comfortable working
environment for our employees and enable them to work with peace
of mind. After the pandemic, the Group’s business resumed normal.
In order to supply high-quality talents for business development,
the Human Resources Department organised targeted knowledge
and skills training for each business segment to enhance employees’
ability to identify and solve problems. Expanding overseas markets
is one of the Group's priorities. The Human Resources Department
worked with colleagues from relevant business units to develop an
international management trainee programme, with an objective to
build a talent reserve for the Group’s development of international
markets. In addition, the Group has optimised its performance
appraisal system and remuneration system to motivate employees’
work efficiency and work quality.
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Management Discussion and Analysis (cont'd)

The Group emphasizes the importance of corporate culture
development, believing that an excellent corporate culture can
enhance corporate brand image, improve team communication
and stimulate the employees’ potentials. The Group strictly
enforces the established press and publicity governance system and
regularly publishes news on product R&D, business development,
staff activities and ESG management on its website and WeChat
public account, so as to keep its staff abreast of the Company’s
development. The Group has news correspondents in each business
segment, and rewards and recognises correspondents with news of
high quality and high volume of articles. With the internationalisation
of the Group’s business, the Group is placing increasing emphasis
on overseas staff's knowledge and understanding of the Group’s
corporate culture. The Group conducts comprehensive surveys
and analyses of the business environment and culture of overseas
markets to understand the needs and characteristics of local
employees at work, thereby facilitating smoother communication
with overseas staff, promoting teamwork and enhancing work
efficiency.

Digital Transformation

2023 is the second year of the Group’s digital transformation,
and after the first year of structural construction, the digital
transformation work moved forward steadily. During the Reporting
Period, more subsidiaries input data on procurement, production
and sales into the SAP ERP system, which further enriched the
database and provided more comprehensive data for automated
analyses. After training, the financial staff of subsidiaries were able
to use the electronic financial system more proficiently for data
entry and reconciliation, which enhanced the efficiency of preparing
financial statements and strengthened the preparation efficiency of
the Group’s consolidated statements, financial management and
analysis capabilities. The fund management system has enabled
more standardised management of receipts and payments, as well as
timely and visual enquiries on fund balances. The Product Lifecycle
Management (PLM) system has been applied to the management
of F&F formulations and the R&D project management of tobacco
raw materials, and the team has been able to make use of the PLM
system to better check the patents and regulations involved in the
R&D process of the products and to enhance the compliance of the
products in terms of intellectual property rights.

The Group attaches great importance to digital transformation
efforts and believes that digital transformation can bring positive
impact to the development of the organisation and its employees.
The management has conducted training on artificial intelligence
and Chat GPT for its staff to enable them to understand the impact
and challenges of technology on the operational efficiency of the
business as well as personal productivity. The Group has also set up
an artificial intelligence related technology company to facilitate the
study on the development and application of smart F&F preparation
technology. The Group's efforts in digital transformation have been
recognised by professional organisations and was awarded the “SAP
Global Innovation Award” presented by SAP.
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Management Discussion and Analysis (cont'd)

OUTLOOK

China’s economic growth still remains at a relatively high level
despite the slowdown in the world’s major economies. However, the
Chinese economy is also facing the risk of insufficient and declining
internal and external consumer demand, with corporate profitability
likely to come under greater pressure. In the second half of the
year, the Chinese government has indicated that it will intensify its
macroeconomic policies in uplifting domestic demand, boosting
confidence, and promoting the economy to achieve effective
qualitative improvement and reasonable quantitative growth. The
Group will capitalise on the opportunities brought about by the
macro policies to tap into more consumption needs and strive
to develop the number of customers. Overall, the management
maintains a prudent and conservative view on the Group’s business
in the second half of 2023.

In terms of flavours and fragrance and food ingredients, the Group
will strive to grow the number of customers for food flavours,
fragrances and food ingredients. In response to the market demand
for healthy and natural products, the Group will provide total
solutions to its customers by developing its business from product
supply to creativity and co-operation, enhancing added value and
competitiveness of its products and services.

As the market demand for products in the tobacco raw material
business in China is saturated, the Group will focus on developing
overseas customers. The Group’s new production line in Indonesia
has been put into construction, and the Group will steadily push
forward the construction of the production line in accordance with
the plan.

In terms of aroma raw materials, the recovery of market demand
in the second half of the year will remain difficult due to the global
macroeconomic downturn together with uncertain recovery of the
domestic consumer demand. The Group will continue to optimise
its supply chain, reduce consolidated operating costs and enhance
operating efficiency of the segment to minimise the adverse impact
of the external environment on its operations.

For condiments, the management believes that the catering industry
can maintain a sustained recovery in the second half of the year and
demand is expected to grow continuously. The Group will focus on
the demand of the catering industry as the core to expand its market
share and increase sales revenue by enhancing the competitiveness
of its R&D, products, channels and sales.
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Management Discussion and Analysis (cont'd)

ANALYSIS OF PROVISION FOR IMPAIRMENT RELATING
TO THE INVESTMENT IN AN ASSOCIATE

DESCRIPTION OF INVESTMENT IMPAIRMENT OF
JUNJIESHANG IN 2022

Background of investment impairment of Junjieshang

The Group provided a capital contribution of RMB350 million to
Junjieshang in November 2021, and held a 10% equity interests in
Junjieshang after the contribution. Junjieshang is a vertical ecosystem
collaboration platform in the hairdressing industry, working with
hair salons in more than 50 cities across the country. Through the
electronic screen devices installed in the shops and the APP promoted
by Junjieshang, it not only provides advertising services for brands,
but also offers digital platform services for hair salons and consumers
including time-of-use pricing service, SaaS platform service and SaaS
e-commerce service (a software for users to use as needed upon
request). Hair salon is the main consumption scenario of Junjieshang’s
business model.

As Shanghai implemented epidemic lockdown measures in March
2022, major cities across the country went into lockdown one
after another. After the release of lockdowns at the end of the
year, the epidemic broke out again in major cities across the
country. Since the headquarters and data center of Junjieshang are
in Shanghai, the management team, R&D, customer service and
broadcast control teams of Junjieshang could not work normally,
and Junjieshang could not release advertisements normally. In the
second half of the year, important cities such as Beijing, Zhengzhou,
Shijiazhuang, Xi'an, Qingdao and Guangzhou were also closed one
after another. The nationwide epidemic prevention and control
measures, including the city closure, have led to the closure of many
barbershops, and also caused a considerable number of sales staffs
of Junjieshang to be quarantined at home. On the other hand,
during the epidemic period, due to the reduction of investment
by Junjieshang’s advertisers, Junjieshang’s advertising orders
were greatly reduced, which eventually led to a sharp drop in the
Junjieshang’s revenue. However, in order to stabilize the team, the
management of Junjieshang paid salaries to employees as usual, and
provided assistance such as materials and psychological counseling
to employees, so Junjieshang’s expenses have not decreased with
income. As a result, the annual operating revenue of Junjieshang
declined by 87% in 2022. However, in order to maintain its business
stability and continuity, the operating cost of Junjieshang only
reduced by 40% as compared to 2021, resulting in an increase
of 116% in Junjieshang’s net loss in 2022 and the investment in
Junjieshang showed signs of impairment. Therefore, the Group
engaged an independent valuer to conduct an impairment test
on the investment in Junjieshang as at 31 December 2022 and an
investment impairment of RMB139 million was recognized. After
impairment, the investment balance of Junjieshang amounted to
RMB204 million.
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Management Discussion and Analysis (cont'd)

Reasons for impairment of investment in Junjieshang

As Shanghai implemented epidemic lockdown measures in March
2022, major cities across the country went into lockdown one after
another. In July 2022, the Group conducted follow-up discussions
with the management of Junjieshang after the investment. The
management of Junjieshang explained the impacts of the epidemic
on Junjieshang in the first half of the year and the counter-measures,
and presented plans to explore new businesses in the second half of
the year. The management of Junjieshang stated that the business
goals for the first half of 2022 could not be achieved, however, they
believed that it was still possible to achieve the business goals in the
second half of the year.

In the second half of 2022, the pandemic further spread in
many provinces and regions and most hair salons were closed.
In November 2022, the management of both the Group and
Junjieshang conducted discussions in the Shanghai headquarters of
Junjieshang on the business operation in 2022. The management
of Junjieshang explained the situation and reasons for the drop in
revenue of Junjieshang for the year and briefed on the business
plans for 2023.

On 7 December 2022, the National Health Commission announced
the full relaxation of the nationwide lockdown. Yet, China’s
economic growth was still slower than expected. According to
the National Bureau of Statistics, the national total retail sales of
consumer goods from January to February 2023 increased by 2.9%
year-on-year and decreased by 0.02% from January to February.
According to the statistics of CTR Media Intelligence under CCTV
on advertisements in the national media industry, from January to
February 2023, the national omni-media advertising market fell by
6.7% year-on-year, of which the advertising market spending in
February fell by 11.9% year-on-year and 23.3% month-on-month.
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Management Discussion and Analysis (cont'd)

Compared with the performance at the time of investment, the
significant drop in Junjieshang’s results made it unable to realize the
profit forecast for 2022 as anticipated. Therefore, the management
of Junjieshang made strategic adjustments and postponed its
overall development plan. Also, based on the re-evaluation of
the macroeconomic and market prospects, the management of
Junjieshang forecasted the future performance prospects in a
more cautious manner. In view of this, the Group believed that
the business performance and development of Junjieshang was
worse than those forecasted on 29 November 2021. According
to the prudent and appropriate accounting principles, the Group
performed an impairment test on the investment in Junjieshang
with the assistance of an independent valuer and recognized an
impairment of RMB139 million on the investment in Junjieshang as
of 31 December 2022.

Investment impairment test

In accordance with HKAS 36, the Company performed an
investment impairment test on Junjieshang on 31 December 2022
(the valuation benchmark date), and conducted a value analysis to
determine the recoverable amount of Junjieshang. According to the
standard, the recoverable amount is determined on the higher of the
FVLCOD and VIU. Since Junjieshang is an unlisted company, under
the current market environment of global economic recession, low
consumer confidence and significant reduction in market transaction
activities, there were no comparable assets sold among market
participants engaging in similar industries or activities on or around
the assessment benchmark date. Therefore, an orderly transaction
price was not available to provide a basis for reliable estimation of
FVLCOD. As it was not practical to arrive at the FVLCD calculations,
VIU was adopted in the evaluation. According to the test result,
the recoverable amount of Junjieshang was RMB203,892,000. An
investment impairment loss of RMB139 million was recognised in the
consolidated income statement of the Group for the year ended 31
December 2022.

Methodology, key assumptions and basis used in
calculating the VIU of Junjieshang

The Company has engaged an independent valuer to carry out an
impairment test on the investment in Junjieshang as at 31 December
2022. The valuer used the estimated future discounted cash flow
approach to assess the VIU of Junjieshang, which was consistent
with the valuation methodology used in calculating the enterprise
value of Junjieshang as at 29 November 2021. It was based on a free
cash-flow projection of Junjieshang in the forecast period and cash
flows beyond the forecast period were calculated using the terminal
growth rate, and the net present value of such flow cash-flows was
calculated using an appropriate discount rate.
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Management Discussion and Analysis (cont'd)

The key assumptions and basis used in calculating Junjieshang’s VIU
were as follows:

1) Revenue forecast: as determined by the management of
Junjieshang based on its competitive advantages in the
industry, combined with their projections of future market
development.

2) Post-tax discount rate: the discount rate for impairment test,
with reference to the market information of the same industry
and its specific risk premium, calculated by the valuer with
the applicable cost of equity capital and cost of debt capital
to come up with weighted average cost of capital (“WACC")
based on Junjieshang's capital structure.

3)  Terminal CAGR: long-term average growth rate of Junjieshang
as estimated by its management with reference to its current
market expansion progress and existing market share.

Changes in key assumptions and reasons for change
Key assumptions As at 29 November 2021
BRER 2021511 529H

Revenue forecast

WA EH

Advertising revenue CAGR of 55.7% during the profit
forecast period

& & WA BATEREIANE S B R E55.7%

CAGR of 113.8% during the profit
forecast period

BFTERAEAEEIERE113.8%

SaaS e-commerce service

SaaS®E ik 1%

CAGR of 27.7% during the profit
forecast period
BAMBHPRNES LR E27.7%

Saas platform service

SaaSF¥ & k%

For advertising revenue forecasting, at the time of investment, the
management forecasted the advertising revenue based on expected
advertising orders. However, in view of the impact of the pandemic,
Junjieshang expected that there will be greater uncertainty in the
advertising orders in the future; and due to the closure of hair
salons, there will be greater uncertainty in advertising revenue.
Therefore, the management of Junjieshang adopted a more cautious
forecasting model which was based on various dimensions including
the type and price, the number of screens and the release time
of brand advertisements. Compared with the forecast at the time
of investment, the CAGR of advertising revenue dropped by 60%
during the profit forecast period.
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As at 31 December 2022
7A2022512831H

CAGR of 22.3% during the profit forecast
period
BAMFEREANES B RE22.3%

CAGR of 121.2% during the profit forecast
period
BATEREHAESERE121.2%

CAGR of 115.4% during the profit forecast
period
BATEREANESERE115.4%
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Management Discussion and Analysis (cont'd)

In the face of uncertainty in advertising revenue, the management
of Junjieshang adjusted its strategic direction to try to focus on
promoting the innovative business of the SaaS platform. As for SaaS
e-commerce service, during the forecast period, the priority will be
placed on providing revenue-generating services for owners of hair
salons and promoting the SaaS platform to all such owners, and
then gradually strengthening the integration of supply chains and
expanding the centralized procurement business for hair salons to
eventually cover all hairdressing products and achieving economies
of scale, thereby enhancing Junjieshang’s gain from the spread of
commodity prices in the business. Meanwhile, the management
of Junjieshang will optimize the 2C business model, offer local
procurement services to registered C-end users and provide
consumers with local-based brands and services. Compared with the
forecast at the time of investment, the CAGR of SaaS e-commerce
revenue increased by 7.4 percentage points during the profit forecast
period.

Regarding Saa$S platform service, Junjieshang mainly provides
SaaS platform services and quasi-financial services to owners
of off-line hair salons at the time of investment. SaaS platform
service includes basic services and value-added services such as
on-demand, reservation, evaluation and store management services.
Quasi-financial services mainly include provision of hairdressing
industry supply chain financial services for hair salon owners,
including store decoration, revenue system and hairdressing
supplies and equipment. As of 31 December 2022, although the
pandemic has come to its end, the operation of the hairdressing
industry has been significantly affected by the pandemic and some
hair salons were even closed or bankrupt. Therefore, to better
serve the owners of hair salons, the management of Junjieshang
optimized the business model, suspended quasi-financial services
and reduced the originally planned platform service content, and
opened the originally paid platform modules to hair salon owners
for free. Meanwhile, Junjieshang focuses on the development of
time-of-use pricing system for the platform service, launching a
series of activities through the platform during the non-peak hours
of the hair salons to attract traffic to and increase the revenue of the
hair salons, and charges certain service fee based on such service.
Considering that Junjieshang is a company operating a vertical
ecosystem platform in the hairdressing industry with high industry
barriers and its promotion targets are mainly C-end users, along with
the rigid demand and high consumer stickiness of the hairdressing
industry, it is expected to have a multiplier effect once the number of
registered C-end users has reached a certain scale in the future. The
management of Junjieshang expects that the number of registered
C-end users will continue to increase rapidly during the forecast
period. Therefore, the management of Junjieshang has adjusted
the SaaS platform service business model and revenue forecast.
Compared with the forecast at the time of investment, the CAGR of
platform service revenue increased by 87.7 percentage points during
the profit forecast period.
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Management Discussion and Analysis (cont'd)

Based on the above revenue assumptions, compared with the
forecast at the time of investment, the CAGR of Junjieshang’s net
profit decreased by 19% and the CAGR of the net present value of
free cash flow decreased by 56% since the first year of profitability
during the profit forecast period.

As at 29 November 2021
7A2021511829H

Key assumptions
BREERK

Post-tax discount rate 17.2%
Fiig IR &

The valuer determined the post-tax discount rate based on WACC.
Taking into account factors including 2022 actual operating
conditions and future financial risks, the valuer added the
enterprise-specific risk adjustment coefficient, resulting in a 25%
increase in the final WACC.

As at 29 November 2021
7A2021511829H

Key assumptions

HERR

Terminal CAGR 1%
KEFRERIEAIBRE

According to the report of the China Commercial Industry Research
Institute, the overall market size of China’s hairdressing industry
in 2022 was forecasted to be approximately RMB400 billion, with
an average annual growth rate of about 5%. Junjieshang is a
major vertical ecosystem collaboration platform in the hairdressing
industry. Taking account into the long-term development potential
of its business, especially the SaaS platform and the existing business
network, and with reference to the business plan of Junjieshang’s
management, the terminal CAGR has been adjusted to 5% in the
assessment report.

DESCRIPTION OF INVESTMENT IMPAIRMENT OF
JUNJIESHANG IN APRIL 2023

Background of investment impairment of Junjieshang

As one of the Group’s common directors at the subsidiary level
retired as a director of the subsidiary in April 2023, the Group lost
its influence over Junjieshang. In accordance with the relevant
accounting standards, the Group is required to transfer the equity
investment in Junjieshang at fair value to “Financial assets at fair
value through other comprehensive income”, therefore the Group
engaged an independent valuer to assess the fair value of the
equity investment in Junjieshang as at 30 April 2023. Based on the
assessment results, the Group recognised an impairment loss on
investment of RMB22,291,000, being the difference between the fair
value of the equity investment in Junjieshang of RMB179,391,000 as
at 30 April 2023 and its carrying amount.
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Management Discussion and Analysis (cont'd)

Reasons for investment impairment of Junjieshang during
the Period

Since 2023, China’s post-pandemic economic recovery has been slow
while facing the difficulty of insufficient domestic demand, despite
the release of pandemic control. According to the National Bureau of
Statistics, total amount of retail sales of consumer goods increased
year-on-year in April 2023, but was below market expectations. On
a quarter-on-quarter basis, consumer spending grew by 0.49% in
April, 0.29 percentage point lower than that in March. The slowing
down of consumption for two consecutive months indicates a
slowdown in the pace of consumption recovery. From January to
April 2023, Junjieshang reported weaker-than-expected revenues
and continued to record losses.

In April 2023, the management of the Group had a discussion with
the management of Junjieshang and left the situation and reasons
for the lower revenue of the company in the first quarter. During
the pandemic, many hair salons were in a state of closure or even
bankruptcy, coupled with the inconvenience brought about by
the closure and control, and the lack of effective maintenance of
the screens, resulting in some of the screens being damaged and
unable to play normally. In addition, according to the “2023 China
Advertisers’ Marketing Trend Survey” published by CTR Media
Intelligence, an organization affiliated with CCTV, the advertising
market is still in the midst of a difficult recovery in 2023, and
advertisers are prudent in their marketing budgets. As a result,
Junjieshang'’s advertising clients also reduced their advertising
investment. Coupled with intensified competition from peers,
while clients preferred to place their advertisements on leading
enterprises with stronger coverage, this resulted in the majority
of the framework agreements signed by the Company not being
implemented. As a result, compared to the forecast made as at 31
December 2022, the decline in Junjieshang’s performance from
January to April 2023 has made it difficult to realize the profit
forecast for the year of 2023.
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Management Discussion and Analysis (cont'd)

Fair Value Assessment of Equity Investment in Junjieshang
In accordance with HKAS 36, the Company assessed the fair value of
the equity investment in Junjieshang by performing a value analysis
of Junjieshang (with 30 April 2023 as the valuation basis date) to
assess the recoverable amount of Junjieshang. According to the
standard, the recoverable amount is the higher of FVLCOD and the
VIU. As Junjieshang is an unlisted company and under the current
market environment where the global economy is facing a recession,
with low consumer confidence and significantly reduced market
transactional activities, there are no comparable assets with similar
industries and similar businesses sold among market participants in
the time around the valuation basis date, it is not feasible to obtain
an orderly transaction price as the basis for a reliable estimation of
the FVLCOD, and therefore, the obtaining of the FVLCOD is not
feasible in this valuation, so the value-in-use amount was selected
for this valuation. Based on the assessment results, the fair value of
Junjieshang was RMB179,391,000.

Methodology, key assumptions and basis used in
calculating the VIU of Junjieshang

The Company has engaged an independent valuer to carry out an
impairment test on the investment in Junjieshang as at 30 April
2023. The valuer used the estimated future discounted cash flow
approach to assess the VIU of Junjieshang, which was consistent
with the valuation methodology used in calculating the enterprise
value of Junjieshang as at 31 December 2022. It was based on a free
cash-flow projection of Junjieshang in the forecast period and cash
flows beyond the forecast period were calculated using the terminal
growth rate, and the net present value of such flow cash-flows was
calculated using an appropriate discount rate.

The key assumptions and basis used in calculating Junjieshang'’s VIU
were as follows:

(1)  Revenue forecast: as determined by the management of
Junjieshang based on its competitive advantages in the
industry, combined with their projections of future market
development.

(2)  Post-tax discount rate: the discount rate for impairment test,
with reference to the market information of the same industry
and its specific risk premium, calculated by the valuer with the
applicable cost of equity capital and cost of debt capital to
come up with WACC based on Junjieshang’s capital structure.

(3) Terminal CAGR: long-term average growth rate of Junjieshang
as estimated by its management with reference to its current
market expansion progress and existing market share.
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Management Discussion and Analysis (cont'd)

Changes in key assumptions and reasons for change
Key assumptions As at 31 December 2022
BRERR 7120225612A31H

Revenue forecast

WAFEHR

Advertising revenue CAGR of 22.3% during the profit
forecast period

& & WA BAMTEREAESERE223%

SaaS e-commerce service CAGR of 121.2% during the profit
forecast period

SaaSE & iR 7% BFNFRAAANEAEREI21.2%

SaasS platform service CAGR of 115.4% during the profit
forecast period

SaaS¥ & k% BN TEREANESIERE1154%

For advertising revenue forecasting, the management forecasted
the advertising revenue based on expected advertising orders at the
time of investment. However, Junjieshang expected that there will
be greater uncertainty in the advertising orders in the future, and
due to the closure of hair salons, there will be greater uncertainty
in advertising revenue. Coupled with the fact that the revenue
from January to April 2023 was lower than the forecast made at 31
December 2022, therefore, the management of Junjieshang followed
the adjusted strategic direction in the year 2022 to strengthen its
focus on the development of SaaS e-commerce services and platform
services in the future, to reduce the proportion of advertising
business, and reduce the investment in increasing the number of
monitors. In the short term, it plans to replace the screens that have
been phased out by replacing them with newer, larger monitors
in the form of old-for-new replacements, which will be installed in
cooperation with some of the hairdressing salons. Compared to the
estimate made as at 31 December 2022, the CAGR of advertising
revenues in the forecasted earnings has declined by 46%.

Regarding SaaS e-commerce services and SaaS platform services,
based on the judgement that there is insufficient demand in the
market and it takes a long time for consumers to recover their
consumption power, as well as the fact that the revenue for the
period from January to April 2023 was lower than that the forecast
as at 31 December 2022, the management of Junjieshang has
also scaled-down the trend of the future development of SaaS
e-commerce services and platform services, and made slight
adjustments to the number of users to be acquired and the rate of
conversion in the forecast period. Slight adjustments were made for
the forecast period in terms of the number of users acquired and the
conversion rate. Compared to the estimates made at 31 December
2022, the compounded growth rate of SaaS e-commerce revenue
has decreased by 2.9 percentage points and the CAGR of SaaS
platform revenue has decreased by 1.6 percentage points for the
earnings forecast period.

Interim Report 2023 F 8 3R &

EEENRREDNT @

BISE R By & B R # B R A
As at 30 April 2023
72023%F4830H

CAGR of 12% during the profit forecast period
BAMFERAPAESERE12%

CAGR of 118.3% during the profit forecast
period
BANEAHANESIERE1183%

CAGR of 113.8% during the profit forecast
period
BNBAHAESIERE113.8%

HYEESWATER  RERFEIEERIAER
MESHEREMMNESRATEE - B WA
AARESTERTERANTETYE - BA
RNZEBEEBEELE  EERAGTERK
BN RETE I - 0 20239 1-4 8 & W 820224
12A31EMBEHARK FUHBAHEEERE
2022F KRBT Bt RREBE S5
RSaaSERMRBHF RS  BLESEKL
FORLENEENEA  BEAGTEREK
MNESENERTHNEAERATANKRES -
WEH D EEEHEIELEFR - 1820225
12A31H/TE  BFEHABRSEKALES
ERETERETA46% °

FESaaSEF RIE MSaaSF RS ERXMEHE S
KPR RBEEE BB NEEZTEZERBEDN
FIET - LA R2023F1-4 3 & W #2022F 12 A31
HREHAK ALEANNEEERKETAT
RAKSaaSEHRBEATaRBHEREBE - &
FERBENAPERSERE LR TEHEMKT
FHE o ALL2022F 12 A3 B TERT - FEEAF)
TERARA - SaaSEWMBKMABABRER DT
29 B DB SaaSF AR AEAS R R
DT16EE DB -



26

Huabao International Holdings Limited ZHERZRAR DA Interim Report 2023  Hi{ &

Management Discussion and Analysis (cont'd)

Key assumptions As at 31 December 2022

AEmRR 720225128318
Post-tax discount rate 25%
1&g BhIR =

The valuer determined the post-tax discount rate based on WACC.
Taking into account factors including actual operating conditions
and future financial risks, the valuer has maintained the WACC at
25%.

As at 31 December 2022
M2022512H31H

Key assumptions

E 3 EE

Terminal CAGR 5%
KBRS IERE

Junjieshang is a leading vertical ecosystem collaboration platform
in the hairdressing industry. Considering the future development
trend of the hairdressing industry in the PRC and the long-term
development potential of the business of Junjieshang, the terminal
CAGR in the valuation report has been maintained at 5%.

EEENWREDT @

As at 30 April 2023
7A2023%F4H30H

25%

A HANERA TWACCIEATRBZBMIRE - EE R
NEEREEBFBRAMARTERREE - 5F14
B 4 FWACC A25%

As at 30 April 2023
M202354A30H

5%
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Management Discussion and Analysis (cont'd)

FINANCIAL REVIEW

Analysis of interim results for the six months ended 30
June 2023

Revenue

The Group’s revenue amounted to RMB1,535,704,000 for the six
months ended 30 June 2023, representing a decrease of 16.9% as
compared with RMB1,847,152,000 for the corresponding period last
year. The decrease in the revenue is mainly attributable to a decrease
in revenue of the F&F and Food ingredients segment by 23.3%
year-on-year to RMB680,934,000 as a result of changes in market
demand and keen competition in the market during the Reporting
Period, and a decrease in revenue of the aroma raw materials
segment by 39.3% year-on-year to RMB290,005,000 as a result of
a decline in demand in both the domestic and overseas markets.
The decrease was partially offset by a 29.5% year-on-year increase
in revenue of the condiment segment to RMB374,542,000 due to
increased demand in the upstream market as a result of the recovery
of the catering industry.

Cost of goods sold

The Group's cost of goods sold amounted to RMB828,972,000 for
the six months ended 30 June 2023, representing a decrease of 5.8%
as compared with RMB880,123,000 for the corresponding period
last year.

Gross profit and gross profit margin

The Group's gross profit decreased from RMB967,029,000 for the six
months ended 30 June 2022 to RMB706,732,000 for the six months
ended 30 June 2023, representing a decrease of approximately
26.9%. The decrease in gross profit was mainly attributable to the
decrease in revenue and gross profit margin for the Reporting Period.
The gross profit margin of the Group for the Reporting Period was
approximately 46.0%, representing a decrease of approximately
6.4 percentage points as compared to 52.4% for the corresponding
period last year. It was mainly attributable to the keen competition
in the market as well as changes in the product mix of the Group.

Other income and other gains - net

For the six months ended 30 June 2023, other income and other
gains (net) of the Group was RMB89,480,000, representing a
decrease of RMB10,747,000 as compared with RMB100,227,000
for the corresponding period last year. The decrease in other
income and other gains was mainly due to the decreased income
from changes in fair values of financial assets at FVPL in the current
period. Meanwhile, a provision for impairment of investments in
associates of RMB22,291,000 was recorded in the current period, as
compared to a loss of RMB24,083,000 recorded in the same period
last year for the changes in the fair value of previously held interests
in a jointly controlled entity upon acquisition as a subsidiary.
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Management Discussion and Analysis (cont'd)

Selling and marketing expenses

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 2023 was
RMB142,021,000, representing a decrease of 18.5% as compared
with RMB174,159,000 for the corresponding period last year. Selling
and marketing expenses for the Reporting Period accounted for
approximately 9.2% of the total revenue, maintaining a similar level
as compared with approximately 9.4% for the six months ended 30
June 2022.

Administrative expenses

The Group’s administrative expenses amounted to RMB389,526,000
for the six months ended 30 June 2023, representing a decrease of
5.5% as compared with RMB412,252,000 for the corresponding
period last year. Administrative expenses for the Reporting
Period accounted for approximately 25.4% of the total revenue,
representing an increase of 3.1 percentage points, as compared
with 22.3% for the six months ended 30 June 2022. The increase in
percentage was mainly attributable to the fact that revenue declined
at a faster rate than administrative expenses.

Operating profit/(loss)

For the six months ended 30 June 2023, the Group’s operating profit
was RMB260,740,000, representing an increase of RMB402,516,000
as compared with the operating loss of RMB141,776,000 for the
six months ended 30 June 2022. The increase in operating profit
was mainly due to the recognition of impairment of goodwill of
RMB14,947,000 in aroma raw materials segment for the Reporting
Period, whereas an impairment of goodwill of RMB614,331,000
in Jiahao CGU was recognized for the corresponding period
last year, resulting in a decrease in impairment of goodwill by
RMB599,384,000. However, the impact was partially offset by the
decrease in gross profit.

If the effect of goodwill impairment for the Reporting Period
and the corresponding period last year of RMB14,947,000 and
RMB614,331,000, respectively, was excluded, operating profit for
the current Reporting Period was RMB275,687,000, representing
a decrease of 41.7% compared with RMB472,555,000 (excluding
goodwill impairment) for the corresponding period last year.
Operating profit margin was approximately 18.0%, representing a
decrease of 7.6 percentage points from approximately 25.6% (after
goodwill impairment) for the corresponding period last year, mainly
due to the drop in gross profit margin for the Reporting Period.
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Management Discussion and Analysis (cont'd)

Income tax expenses

The income tax expenses of the Group for the six months ended
30 June 2023 was RMB86,385,000, representing a decrease of
18.2% as compared with RMB105,639,000 for the six months
ended 30 June 2022. If the effect of goodwill impairment in
both the Reporting Period and the corresponding period last year
was excluded, income tax rate of the Reporting Period would be
approximately 28.6%, representing an increase of approximately 6.9
percentage points as compared with approximately 21.7% (excluding
goodwill impairment) for the six months ended 30 June 2022, which
was mainly attributable to the increase in the amount of tax losses
for which no deferred income tax assets were recognized in the
Reporting Period as well as higher than expected withholding income
tax on dividends distribution by subsidiaries in Mainland during the
Reporting Period.

Profit/(loss) for the period

For the six months ended 30 June 2023, the Group’s profit was
RMB200,353,000, representing an increase of RMB433,384,000 as
compared with the loss of RMB233,031,000 for the corresponding
period last year. The year-on-year change was mainly due to the
decrease in impairment of goodwill by RMB599,384,000 during the
Reporting Period, which was partially offset by the decrease in gross
profit.

If the effect of goodwill impairment for the Reporting Period
and the corresponding period last year of RMB14,947,000 and
RMB614,331,000, respectively, was excluded, the profit for the current
period would be approximately RMB215,300,000, representing a
decrease of 43.5% as compared with RMB381,300,000 (excluding
goodwill impairment) for the corresponding period last year.

Profit/(loss) attributable to the equity holders of the Company
For the six months ended 30 June 2023, the profit attributable
to the equity holders of the Company was RMB153,970,000,
representing an increase of RMB467,501,000 as compared with
the loss attributable to the equity holders of the Company of
RMB313,531,000 in the corresponding period last year. The
year-on-year change was mainly attributable to the recognition
of impairment of goodwill of RMB14,947,000 in the aroma raw
materials segment, whereas there was an impairment of goodwill
of RMB614,331,000 in Jiahao CGU was recognized for the
corresponding period last year, resulting in a decrease in impairment
of goodwill by RMB599,384,000.
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Management Discussion and Analysis (cont'd)

Net current asset value and financial resources

As at 30 June 2023, the net current asset value of the Group was
RMB6,980,704,000 (31 December 2022: RMB6,944,129,000).
The Group generates its working capital mainly through its
operating activities to maintain a sound financial position. As at 30
June 2023, the Group’s cash and bank balances (including fixed
deposits) amounted to RMB3,384,516,000 (31 December 2022:
RMB4,747,978,000), over 70% of which were held in RMB. In
addition, the fair value of outstanding bank wealth management
products held by the Group as at 30 June 2023 amounted to
RMB2,744,103,000 (31 December 2022: RMB1,594,315,000), which
was classified as financial assets at FVPL.

Bank borrowings and gearing ratio

As at 30 June 2023, the total bank borrowings of the
Group amounted to RMB466,850,000 (31 December 2022:
RMB677,700,000), all of which were RMB loans, including
secured loans due after one year amounted to RMB15,000,000
(31 December 2022: RMB65,000,000 due within one year) and
unsecured loans amounted to RMB451,850,000 (31 December
2022: RMB612,700,000) due within one year. For the six months
ended 30 June 2023, the average annual interest rate for secured
loans was 4.1% (six months ended 30 June 2022 : 4.4%), while
the average annual interest rate for unsecured loans was 2.9%
(six months ended 30 June 2022 : 3.2%). As at 30 June 2023, the
Group's debt ratio (total loans (including current and non-current
loans) divided by total equity, excluding non-controlling interests)
was 3.7%, representing a decrease of 1.7 percentage points from
5.4% as at 31 December 2022.

Investing activities

The Group's investing activities included the purchase of property,
plant and equipment, financial assets investment and merger
& acquisition activities related to the strategical development
strategies. For the six months ended 30 June 2023, the net cash
used in investing activities amounted to RMB1,261,019,000, mainly
payments for the purchase of banks’ wealth management products.
For the six months ended 30 June 2022, the net cash generated
from investing activities amounted to RMB1,212,247,000.

Financing activities

For the six months ended 30 June 2023, the net cash used in
the Group’s financing activities amounted to RMB462,743,000,
mainly comprised of repayment of bank loans of RMB490,900,000,
payment of cash dividends of approximately RMB148,866,000
to shareholders of the Company, payment of cash dividends of
RMB127,885,000 to non-controlling interests, and addition of
bank loans of RMB280,050,000. For the six months ended 30
June 2022, the net cash used in financing activities amounted to
RMB852,998,000.
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Management Discussion and Analysis (cont'd)

Trade receivables turnover period

Trade receivables turnover period is calculated on the basis of the
average amount of trade receivables as at the beginning and at the
end of a relevant financial period divided by the total 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 2023, the Group’s average trade receivables turnover period
was 102 days, representing an increase of 13 days as compared
with 89 days for the last financial year ended 31 December 2022.
The increase was mainly due to the decrease in the Group’s average
turnover during the period was more than the decrease in average
trade receivables.

Trade payables turnover period

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 2023, the Group's average trade
payables turnover period was 57 days, representing a slight increase
of 4 days as compared with 53 days for the last financial year
ended 31 December 2022. While comparing with 63 days of the
corresponding period last year, the ratio has remained stable.

Inventory and inventory turnover period

As at 30 June 2023, the Group's inventory balance amounted to
RMB1,061,093,000, representing an increase of RMB41,070,000
as compared with the balance of RMB1,020,023,000 as at 31
December 2022. The increase in inventory balance was the result of
an appropriate increase in inventory by the Group as a preparation
for future economic growth. For the six months ended 30 June
2023, 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 226 days, increased by 32 days as compared with 194 days of
the corresponding period last year. The increase of such ratio was
mainly due to the fact that the decrease in the Group’s average costs
of sales exceeded the decrease in average inventory balance during
the Period.

Foreign exchange and exchange rate risk

The principal businesses of the Group are located in Mainland China
and the majority of the 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 (cont'd)

Pledge of assets

As at 30 June 2023, the right-of-use assets of Shanghai Yifang
Group with total carrying values of RMB10,931,000 (31 December
2022: buildings and right-of-use assets of RMB17,662,000) were
used as collateral for bank loans of RMB15,000,000 (31 December
2022: RMB65,000,000).

Capital Commitments

As at 30 June 2023, the Group had capital commitments in respect
of the purchase of property, plant, equipment, intangible assets,
investment in a jointly controlled entity and investment in financial
assets at FVPL, contracted for but not provided in the financial
statements amounted to approximately RMB141,368,000 (31
December 2022: RMB215,563,000).

Contingent liabilities
According to the information available to the Board, the Group had
no material contingent liabilities as at 30 June 2023.

Reasons for the adoption of the discounted cash flow
models in assessing the impairment of goodwill of the

RTL CGU, Jiahao CGU and Shanghai Yifang CGU in the 2022
Annual Report

The Company’s management reviews the provision for goodwill
impairment on an ongoing basis, generally annually and more
frequently if there are any events or changes in circumstances that
would give rise to potential impairment. The Company uses the
income approach (i.e. discounted cash flow models) as the evaluation
method for such provision. The reason for adopting this method
is that according to HKAS 36 — Impairment of Assets, goodwill
impairment assessment usually uses the income approach to
determine the use value of a cash generating unit. Cash generating
units that have a sufficiently long financial history would have a
basis for predicting future results, and in such case, the recoverable
amount of goodwill of the cash generating units would be based on
the valuation in use. As RTL CGU, Jiahao CGU and Shanghai Yifang
CGU are cash generating units having a long financial history which
could provide the basis for predicting its future results, it satisfied the
criteria for the application of the discounted cash flow models and
hence its profitability forecast could be conducted based on historical
data. The adoption and application of the income approach for the
assessment of goodwill impairment of RTL CGU, Jiahao CGU and
Shanghai Yifang CGU was also agreed by the independent valuer.
Therefore, the income approach was adopted for such impairment
assessment which took the present value of future cash flows of
RTL CGU, Jiahao CGU and Shanghai Yifang CGU as the basis of
valuation.
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Other Information

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2023, 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:

Ht &R
EZRRG HERORES &R

MR2023F6H30H ' EERERITHRAEBERA
R RERBEIE(TERBHFRBEEMNE
XVEB) 2 B fn ~ MR HD REFH T #EARIEE
FREEGO EXVEBETRFESD FBAME R
AANBRANERZI AR (BREREES R
HEKNZEXEERERTRABREE EK
BIEABENEZRAR)  AARARESE
FREBEEROEI2GHREMGFEE 2B LM
MEZEERAR  KEERIEIZESTAIRE
MANEARA MBI ZERZMARWMT

Long position in ordinary shares of the Company KAAZEBRERE
Number Percentage
of issued of the issued
Name of Director(s) Capacity Shares held share capital
BECRT HE&T
EEnA g7 RGO E RAEBZL
CHU Lam Yiu Held through controlled corporations ®ete 2,293,408,900 71.00%
R FRZEH A BFA WS
CHOY Man Har Beneficial owner 3,000 <0.00%
BXE BEHEB A

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 2023, 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.

Mz : A2 A 22,293,408,9000% ¥ i@ i J5 5 5l
FIMogul Enterprises Limited, Resourceful
Link International Limited, Power Nation
International Limited, Jumbo Elite Limited,
Raise Sino Investments LimitedfReal Elite
Investments Limitedi& B c AME L+ A L
MANERABINE—EREAA -

Br ESCRT#E R & Hh - 7R2023F6A30H - AR
AT AMBEEAMNEETRFEZERHEAR
RARKETMWNEA R KBEEE (EER
BHERBEGED) 2EABRD - BERMDKE
FHRBATMERIAE -
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Other Information (contd)

SHARE OPTION SCHEME

Pursuant to a share option scheme (the “2016 Share Option
Scheme”) adopted on 9 August 2016 (“Adoption Date”), the 2016
Share Option Scheme shall be valid and effective for a period of
ten years commencing on the Adoption Date. At the beginning
and at the end of the Reporting Period, and up to the date of this
report, the total number of shares available for issue under the
2016 Share Option Scheme shall not exceed 310,665,796 shares,
which represents approximately 9.62% of the issued shares of the
Company as at the date of this report.

The table below summarises the movement in shares options under
the 2016 Share Option Scheme since the adoption thereof and up to
the date of this report.

HbER @

iR R 2

BIEA QAR R2016F8H9H ([HAH ) %
ey — BB ERT A ([2016F B2 -
2006 F R ENEERPBEBRBTFABR -
RAREFFBRERERLEARAREBH R
B0 16 F R T Bl ] B ITHRHD RES
T HBi3310,665,796/% - 1h A E H H A QA
BTN £9.62% °

TR T ERMOIFEREAEILEER
HE ARSI B TERENZESBTRN -

Number of options Date of grant  Date of vesting exercise period
Grantee and description granted”  (day/month/year) (day/month/year) (day/month/year) Exercise price  Lapse date
RAHH BRAY TERE
ARAREH RHBREHE" (B/B/%) (B/B/%) (B/R/&)0 188  X¥%AH
* Independent Business Consultant 11,000,000 6/5/2019 51172019 5/11/2019-30/6/2020  HK$3.708 per share  30/6/2020
*BUEBER 5/5/2020-30/6/2020 B3.708%
* Being service provider with options granted in any 12-month period ~ * BEREM1I2EAHRERBRE ZTHIEEE

exceeding 0.1% of the relevant class of shares in issue

(i) The number of options granted was 11,000,000 shares
options, each share option entitled the Grantee to subscribe
for one ordinary share of HK$0.10 in the share capital of the
Company.

(i)  The share options granted were exercisable in two tranches
(50% of share options granted in each), with the first tranche
exercisable from 5 November 2019 to 30 June 2020 (both days
inclusive) and the second tranche exercisable from 5 May 2020
to 30 June 2020 (both days inclusive).

(i)  The above granted options lapsed on 30 June 2020 with no
options being exercised.

(iv)  The closing price of the shares immediately preceding the date
on which the options were granted was HK$3.73.

The above Grantee is not a director, chief executive or substantial
shareholder of the Company, or an associate of any of them.

**  For further details of the above movement, please refer to the

announcement of the Company dated 6 May 2019.

RIAD0.1% M0 BB IR RIS IR R &

(i) BEHEMERESE A11,000,0001 &
EOEABRAUBRESRERERE K
RABIRA R &R0, 1078 T A E @A D ©

(i) FIRHOBERENSWALITE (ST
F50%ME R TFTRERE)  F—HAURN
2019511 A58 £2020F6 A30H (&
BEMKX)/TE - £ Z#0 B20209F5A4
5HZE2020F6A30H (BIEEREMRK) 17
1 o

(i) L#i B % 5 EREN2020F6 4308 %
o BEEREEITE -

(ivy EERTEREAHIOBRDKTES
3.73& 7T -

ANEABRALIHEARBES  KRSTHAERK
TERMRIEMREZIBEA -

= AHLOERHNE-—TSHE F2HRALFAE
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Save as disclosed above, no other share options were granted to the
following persons under the 2016 Share Option Scheme since the
adoption thereof and up to the date of this report:

(i) each of the directors, chief executive or substantial
shareholders of the Company, or their respective associates;

(i)  each participant with options granted in excess of the 1%
individual limit;

(iii)  each related entity participant or service provider with options
granted in any 12-month period exceeding 0.1% of the
relevant class of shares in issue of the Company;

(iv)  the five highest paid individuals during the financial year; and

(v)  other employee participants, related entity participants and
service providers.

The 2016 Share Option Scheme will remain in force for ten years
starting from 9 August 2016 (can be terminated before expiration).
As at the date of this report, the remaining life of the 2016 Share
Option Scheme is less than 4 years.

At the beginning and at the end of the Reporting Period, and up
to the date of this report, there were no share options outstanding
under the 2016 Share Option Scheme and there were no share
options granted, vested, exercised, cancelled or lapsed during the
Reporting Period.

The 2016 Share Option Scheme itself did not specify number of
share options available for grants to the following participants in any
financial year:

(i) each of the directors, chief executive or substantial
shareholders of the Company, or their respective associates;

(i) each participant with options to be granted in excess of the 1%
individual limit;

(iii)  each related entity participant or service provider with options
to be granted in any 12-month period exceeding 0.1% of the
relevant class of shares in issue of the Company;

(iv)  the five highest paid individuals during the financial year; and

(v)  other employee participants, related entity participants and
service providers.
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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 as well as a non-principal subsidiary
of the Company, approved, adopted and implemented a share
incentive scheme (the “Guangdong Jiahao Share Incentive Scheme”),
pursuant to which eligible participants will be entitled to participate.
The Guangdong Jiahao Share Incentive Scheme does not constitute
a share scheme of a principal subsidiary of a listed issuer under
Chapter 17 of the Listing Rules.

For the purpose of the Guangdong Jiahao Share Incentive Scheme,
four limited partnerships were established, namely Yingtan
Xiangshan Corporate Advisory Centre (Limited Partnership) ([EE&
I 2EsERAR O (BIRA %)), Yingtan Zhonghao Corporate Advisory
Centre (Limited Partnership) ([ EZEF RPEFHAF L (BRE®)),
Yingtan Guanghao Corporate Advisory Centre (Limited Partnership)
(BEEZEZAPL (BREF)) and Yingtan Huajia Corporate
Advisory Centre (Limited Partnership) ( BB #E =M EAAT O (AR
&%), through which the participants indirectly hold approximately
1.98% equity interests in Guangdong Jiahao and as at 30 June 2023,
those relevant awards have vested in the employees shareholding
platforms.

As at 30 June 2023, the Guangdong Jiahao Share Incentive Scheme
has covered in total 74 (31 December 2022: 62) participants,
including directors and senior management of Guangdong Jiahao.
The chairman of Guangdong Jiahao, Mr. XIA Liqun, is also a director
of the Company and one of the participants.

Please refer to Note 13 to the condensed interim financial
information for further details.

SHARE AWARD SCHEME

The Company adopted the share award scheme (the “Share Award
Scheme™) on 20 May 2022 (the “Adoption Date”) for a term of 10
years from the Adoption Date until 19 May 2032, unless otherwise
terminated. The purposes and objectives of the Share Award Scheme
are to recognise, reward, remunerate, compensate and motivate the
contribution of certain participants and to provide incentives and
help the Group in retaining its existing employees and recruiting
suitable personnel as additional employees to further the operation
and development of the Group, by providing them with a direct
economic interest in attaining the Group’s long-term business
objectives, implementing the Group’s long-term business strategy,
enhancing the Group’s values and promoting the Group’s growth
and development.
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The Share Award Scheme shall be subject to the administration of
the Board in accordance with the rules related to the Share Award
Scheme, the respective trust deed(s) relevant to the establishment
of the trust(s) to support and facilitate the operation of the Share
Award Scheme, and all applicable laws and regulations.

Participants of the Share Award Scheme cover any employee, officer
or director of any member of the Group or of any affiliate of the
Company, and any person (including advisor, consultant or other
service provider) who provides services to any member of the Group
on a continuing or recurring basis in its ordinary and usual course
of business which are material to the long term growth of the
Group as determined by the Remuneration Committee and other
person as permitted under the Listing Rules whom the Board in its
sole discretion considers may contribute or have contributed to the
Group.

Pursuant to the terms of the Share Award Scheme, the Board may,
from time to time, at its sole and absolute discretion designate an
award (“Award”and collectively “Awards”) to be made to a selected
person among the participants (“Selected Person”and collectively
"Selected Persons”). Awards may be satisfied by (i) existing
Shares to be acquired by the trustee(s) engaged by the Company
for the purpose of administrating the Share Award Scheme (the
“Trustee(s)”), from the market, or (i) new Shares to be issued and
allotted to the Trustee(s) by the Company, in each case the Shares
will be held on trust by the Trustee(s) for the Selected Persons until
the end of each vesting period subject to fulfilment of the vesting
conditions (if any) in accordance with the provisions of the Share
Award Scheme.

Under the terms of the Share Award Scheme, (i) the aggregate
number of the Shares that may be awarded by the Board under
the Share Award Scheme shall not exceed 10% of the issued share
capital of the Company as at the Adoption Date (or such other limit,
if any, prescribed by the Listing Rules from time to time); and (ii)
unless specifically approved by the independent shareholders, the
aggregate number of new Shares that may be granted as Awards
annually under the Share Award Scheme shall not exceed 3% of
the issued share capital of the Company as at the date on which the
Shareholders’ approval of a mandate for issue and allotment of new
Shares under the Share Award Scheme (the “Scheme Mandate”) (or
such other limit, if any, prescribed by the Listing Rules from time to
time) is given. As no Scheme Mandate for allotment of new Shares
has been obtained, at the beginning and at the end of the Reporting
Period, and up to the date of this report, no new Shares were issued
pursuant to the Share Award Scheme.
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The maximum number of Shares which may be awarded to a Selected
Person (i.e. maximum entitlement of) in any twelve months under
the Share Award Scheme shall not exceed one percent of the total
number of issued Shares as at the Adoption Date unless the proposed
grant has been specifically approved by the Shareholders in a general
meeting of the Company. The Share Award Scheme does not specify
any minimum vesting period nor the grant price which is payable by a
Selected Person upon acceptance of an Award. Pursuant to the Share
Award Scheme, the Board has the authority to determine, among
other things, the vesting schedule, number, the terms and conditions
of the Award Shares and the grant price (if any) payable by the
Selected Person. The grant price in respect of Awarded Shares under
the Share Award Scheme is determined by the Board in its absolute
discretion at the time of the grant. As at 30 June 2023, no Awarded
Shares have been granted under the Share Award Scheme yet.

As at 30 June 2023, (i) no Trustee has been appointed for the
purpose of the Share Award Scheme, (ii) no Award has been granted
under the Share Award Scheme, and (iii) the Company has not yet
obtained the approval from its shareholders with respect to the
Scheme Mandate for issue and allotment of new Shares under the
Share Award Scheme and hence no Shares are available for issue
under the Share Award Scheme as at the date of this report.

The Share Award Scheme does not involve the grant of options
carrying right to subscribe for any new Shares, so it does not
constitute a share option scheme pursuant to the then Chapter 17
of the Listing Rules in force on the Adoption Date, but constitutes
a share scheme of the Company under the new Chapter 17 of the
Listing Rules which has come into effect on 1 January 2023 (the
“Revised Chapter 17 of the Listing Rules”). In particular, whilst no
scheme mandate for allotment of new Shares has been obtained,
the Share Award Scheme is currently a share scheme that may
be funded by existing Shares under the Revised Chapter 17 of
the Listing Rules and shall be subject to the applicable disclosure
requirements thereunder since 1 January 2023.

For more details of the Share Award Scheme, please refer to the
Company’s announcement dated 21 May 2022.

Given that the Revised Chapter 17 of the Listing Rules governs,
among others, all share schemes involving grants of share awards and
grants of options carrying right to subscribe for new shares of issuers,
the Company is in the course of assessing the implications to the
implementation, operation and administration of the Share Award
Scheme and will take appropriate steps to comply or re-comply with
the relevant provisions of the Listing Rules as may be applicable from
time to time.
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than disclosed in Note 13 to the condensed consolidated
interim financial information, at no time during the Reporting Period
was the Company, its ultimate holding companies or any of its
subsidiaries a party to any arrangements would enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

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.

USE OF THE PROCEEDS FROM SHARE PLACEMENT

The Group completed the top-up placing and subscription on 13
December 2021 and 20 December 2021, respectively, and the
Company received net proceeds (i.e. after deducting the commission
payable to the placing agents, professional fee and other related
costs and expenses in relation to the top-up placing and subscription)
from the top-up subscription of approximately HK$2.16 billion
and the number of issued shares of the Company was increased
to 3,229,926,876. The net price for each top-up placing share
was HK$17.67. As at 30 June 2023, the Group utilised all of the
proceeds, details of which are set out in the table below.

HaER @
EETEROBESFZ2ER

GBREARATHMBENME13MEES
Sh ARE - EREERARKEEAMER
FARMEHANEARHEIES2EEAZY B
BARAZEEAFEREARB M E MR
Bz RESmE -

FERRZER

BROWBEEN  ARBLTABEEMEMA
T (BRRIEENKRG - HEBD RESFZ ]
—HRBECEDZIN RARBRAABRE
R E R E336FLCHENRIEZGHIFE
ZECLMAND BEITRAS%E A LK

NN
/ﬁ\\'E ©

ROoGERERE
REBLERNEERRESZTED 5142021
F128138 K2021%F12H208 %K &~ A 7
WEIESHREFHE(MERTERTRESEE
FHBREMNEEREZAe  HBEERTEES
LRABEBEEB - ESXEBERAKAMBEBRERAR
%) 421 6EBTMARAEETRMGOK
B JRi8 A1 %3,229,926,876/% - T A% S E 14
B & B 15 M F (B B17.678 T ° R2023F6 A
30 ASBEEEHSFEARERTE  FHHAR
T

In HK$ million B & BT
As at 31 Actual use As at
Intended use of proceeds December 2022 of proceeds 30 June 2023
1202245 mMEXE 1202345
MEREFEAR 12A31A ERAR 6A30H
Acquisition of and/or investment in business(es) which leverage
on the competitive advantage of the Group should suitable
opportunities arise 50 50 -

W, HRESANMAREE
BEEINEH(MAGEHRE)

39



40

Huabao International Holdings Limited ZHERZRAR DA Interim Report 2023  Hi{ &

Other Information (contd)

SIGNIFICANT EVENTS OR TRANSACTIONS
Investigation Against Directors

References are made to the announcements of Company dated 24
January 2022, 26 January 2022, 27 January 2022, 21 July 2022,
26 July 2022, 20 January 2023, 3 July 2023 and 14 July 2023
respectively, in relation to the investigation for suspected disciplinary
violations and residential surveillance at a designated location ( 4§
TEJE TSR /& £ ) against Ms. Chu, the chairlady, chief executive
officer, executive director and controlling shareholder (approximately
71% interests in the Company’s shares as at the date of this report)
and Mr. Lam, an executive director and co-chairman of the Company
of the Company.

On 20 January 2023, the Group was advised by Ms. Chu’s family
member that Anyuan County Police Bureau ( Z & % A% [§ ) had
lifted Ms. Chu’s residential surveillance and that she was on bail
pending further investigation. Concurrently, Ms. Chu was placed
under residential surveillance at a designated location by Chongging
Yongchuan District Police Bureau ( EE MK IIBRAEZRH ).

Performance Undertaking

Reference is made to the Company’s announcement dated 8 March
2022. On 8 March 2022, Huabao Flavours, a non-wholly owned
subsidiary of the Company, Shanghai Keli Enterprise Management
and Consulting Company Limited* (_ B8 B EEIRZXAERA
A] ) (“Keli Enterprise”), Qian Rong ( #7 ) and Wong Kam Wing (&
#5848 ) (the beneficial controllers of Keli Enterprise) and other related
parties entered into a shares transfer agreement (the “Share Transfer
Agreement”) to further acquire 27% equity interest in Shanghai
Yifang Rural Technology Holdings Co. Ltd. (“Shanghai Yifang”) for a
total consideration of RMB121.5 million in cash. Upon completion of
the transaction, Huabao Flavours’ shareholding in Shanghai Yifang
reached 67% and Shanghai Yifang became an indirect non-wholly
owned subsidiary of Huabao Flavours and the results of Shanghai
Yifang have been consolidated into the financial statements of
Huabao Flavours since March 2022.

HbER @

BEREHSERS

HEENIRAE
ZIRMARE HE DR A202291H248 -
202291 A26H ~ 20225 1827H 202247
H218 - 2022%7H26H + 2023F1H208 -
202347 H3H k202378148 - B Yk
LT (RARRIER BEHTE BTEER
TRIEE (RAFELBBRFEARRARG Y
71%)) MG (RRRIRITESREFER)
WESHRE LN BRI ERAES T HNITIEEREF
EREEMNZELSE -

R2023F1H208 AEEREAZEIREBERE
B RERGBLALREBBRERZTERES
HERRER - AR EEMXINEBEIALZBE
REZTEBHITIEEEMERETE -

ES P

IR AN T HE A2022F3A8B AL - B
2022F3A8H AR AMIIEETEWB AR E
ERMD  LBRECEEEFRERAA (R
BEEE]D  RECENERIZES AQian Rong
(BR)MEREREMBEEREBRNDE
EHha) (RhERZHBZ])  UWRHEARK
121,500,000t IR & Wi LB H R ERHR
MERAR ATHEBIEEZA]) 27%H %
BoRHTHE  EFBRMDYE LBLHFHFR
LEBlEEI67% - EBEFTKABEBR G M EE
FEBEMBAR  B202F3ARHEEEEME
EREEBROHHFERESEE AR -



Huabao International Holdings Limited B EFRZKRAR AT Interim Report 2023 F K &

Other Information (contd)

Pursuant to the Share Transfer Agreement, among others, Huabao
Flavours, Qian Rong and Wong Kam Wing shall fulfill their capital
increase obligations as scheduled in proportion to their respective
shareholdings in Shanghai Yifang, and Qian Rong and Wong Kam
Wing agreed to undertake the performance undertaking and
compensation obligations to Huabao Flavours. The performance
undertaking period is three years commencing from 1 January
2022 to 31 December 2024 (the "Performance Undertaking
Period”). The results of Shanghai Yifang during the Performance
Undertaking Period will be a consolidated net profit of not less
than RMB41.00 million in 2022, a consolidated net profit of not
less than RMB55.00 million in 2023 and a consolidated net profit
of not less than RMB74.00 million in 2024. If Shanghai Yifang does
not achieve the performance undertaking after the expiry of the
Performance Undertaking Period, Qian Rong and Wong Kam Wing
shall compensate Huabao Flavours in cash within 15 days after
Shanghai Yifang’s 2024 annual audit report is issued. As at the date
of this report, Qian Rong and Wong Kam Wing have not yet fulfilled
their obligations by paying the second instalment of the capital
increase amount (RMB7,095,700 in total) under the Share Transfer
Agreement, and have not rectified the same within 15 days after
they have received the written notice from Huabao Flavours.

In 2022, due to multiple factors including the non-performance
of the undertaking, the slowing down of economic growth, the
complicated and changing external environment and insufficient
external demand, Shanghai Yifang incurred a loss for the year 2022.

For the year ended 31 December 2022, the net loss of Shanghai
Yifang amounted to approximately RMB41.94 million. The actual
performance of Shanghai Yifang did not meet the guaranteed profits
provided by Qian Rong and Wong Kam Wing. The performance
shortfall of Shanghai Yifang for the year 2022 amounted to
approximately RMB82.94 million.

In the first half of 2023, due to Shanghai Yifang's sales are not as
good as expected, Shanghai Yifang continued to suffer a loss.
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EVENTS AFTER THE REPORTING PERIOD
Investigation Against Directors

Subsequent to the reporting period, on 3 July 2023, the Group was
advised that Chongging Yongchuan District Police Bureau ( EETT
KR AZ ) had lifted Ms. Chu’s residential surveillance. Ms. Chu
has resumed work accordingly. On 14 July 2023, the Company
was informed that Ms. Chu and Mr. Lam are no longer subject to
any bail conditions as imposed by Changsha County Police Bureau
(KD %A% B). Further announcement(s) will be made to keep
the shareholders of the Company and the public informed of the
development in this matter in due course.

Update on a Director’s Biographical Details

References are made to the Company’s announcements dated 5 July
2023 and 6 July 2023 respectively in relation to inside information
and change in biographical details of Ms. CHOY Man Har
("Ms. Choy"), an executive director and deputy chief financial officer
of the Company.

On 5 July 2023, the Independent Commission Against Corruption of
Hong Kong ("ICAC") conducted a search at the business offices of
the Company in Hong Kong. The Company provided certain files and
records for the purpose of an ICAC investigation.

In addition, the Company has been informed that Ms. Choy was
arrested on 5 July 2023 by ICAC in relation to offences under the
Prevention of Bribery Ordinance (Cap. 201), Crimes Ordinance (Cap.
200) and the Organized and Serious Crimes Ordinance (Cap. 455)
for investigation. On 6 July, Ms. Choy has been released on bail
without any charge laid against her. The Company will monitor this
matter and take necessary legal advice as appropriate.

The Initiation of Arbitration by a Subsidiary

Reference is made to the announcement of the Company dated 9
August 2023 in relation to the initiation of arbitration by Huabao
Flavours against Qian Rong ( #£7X ) and Wong Kam Wing ( &=1848)
(the beneficial controllers of Keli Enterprise).
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Taking into account Shanghai Yifang sustained a loss during the
Performance Undertaking Period, Huabao Flavours accordingly
terminated the rights and obligations pursuant to the provisions
of the Share Transfer Agreement and applied to the Shanghai
International Arbitration Center with Qian Rong and Wong Kam
Wing as respondents for arbitration (“Arbitration”), requesting Qian
Rong and Wong Kam Wing to compensate Huabao Flavours for
liquidated damages, loss of expected benefits, and legal fees totaling
RMB332.03 million, as well as to bear the corresponding legal costs
of the Arbitration. At the same time, Huabao Flavours also applied to
the Shanghai International Arbitration Center for property security.
Huabao Flavours received the “Notice of Acceptance” issued by the
Shanghai International Arbitration Center on 9 August 2023.

As of the date of this report, as the Arbitration is still in its initial
stage, the Group is unable to accurately predict the final outcome
of the Arbitration or evaluate the impact of the Arbitration on the
Group’s financial position. Should there be any further information
regarding the Arbitration, the Company will make further
announcements to inform the shareholders and the public as and
when appropriate in accordance with relevant requirements.

Save as disclosed above and elsewhere in this report, there were no
significant events after the Reporting Period.

CORPORATE GOVERNANCE
Compliance with the Corporate Governance Code

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

The Board members have regular discussions about the business
strategies and performance of the Group and have regular trainings
on Listing Rules and regulatory requirements provided by the
legal advisor of the Company from time to time together with the
relevant senior executives. Finance Department provides and reports
to the Board members on key management accounting information
of the Group on a regular basis. The Company has an established
internal reporting practice throughout the Group to monitor the
operation and business development of the Company so as to
capture potentially price-sensitive information on a timely basis, and
to monitor the continuing disclosure obligation.
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Save and except as disclosed below, the Company had complied
with the code provisions in the CG Code and, where appropriate,
adopted the recommended best practices as set out in the CG Code
throughout the Reporting Period.

The Company has not fully complied with the code provisions C.2.1
and F.2.2 as the performance of the chairman’s duties by Ms. Chu
has been affected to a certain extent since late January 2022 as
Ms. Chu was placed under residential surveillance at a designated
location (¥87E/EFTESAR/E1E ). For details, please refer to the section
headed “Investigation Against Directors” on page 40 of this report.
The responsibilities under code provisions C.2.1 during the Reporting
Period were shared and undertaken by the Co-Chairman (Mr. LAM
Ka Yu), Vice Chairman & President, the Vice President & Company
Secretary and other directors. In addition, due to the reasons discussed
above, Ms. Chu did not attend the annual general meeting of the
Company held on 15 May 2023 in accordance with code provision
F.2.2. Notwithstanding the above, the Company has adopted the
following alternative actions and steps during the Reporting Period to
redress the deficiencies in the relevant code provision:
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Alternative actions and steps taken during the Reporting

REEFAMERNERTHNSR

C.2.1: The roles of chairman and chief
executive should be separate and should not be
performed by the same individual. The division of
responsibilities between the chairman and chief
executive should be clearly established and set
out in writing.
C2N:FEBETHRAERNAEERARS I
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Ms. Chu'’s duties as Chairlady and CEO were shared and undertaken
by the Co-Chairman, Vice Chairman (also as President of the
Group), the Vice President & Company Secretary and other
directors, including presiding over the daily business meetings and
meetings of the board of directors, participating in the general
meeting of shareholders, and implementing the formulated business
strategies, etc.

KZETERTFEREFNTE  HBBEHASEBELE &
TREGREAEBEER) BRI LAANERAMESFTHRAW
DO REEFFEELLEERERESFE 2 NREKRE 1T
PRI LR o

ESG Reporting

The ESG Report which contains our ESG information for 2022 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).
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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 30 March
2023 (being the date of approval of the Company’s 2022 Annual
Report) and 25 August 2023 (being the date of approval of this
report) are set out below:

1. Changes of Ms. CHU Lam Yiu's biographical details, please
refer to page 42 of this report under section “EVENTS AFTER
THE REPORTING PERIOD”

2. Changes of Mr. LAM Ka Yu'’s biographical details, please refer
to page 42 of this report under section “EVENTS AFTER THE
REPORTING PERIOD”

3. Mr. POON Chiu Kwok (“Mr. Poon") retired as independent
non-executive director of Yankuang Energy Group Company
Limited (Hong Kong stock code: 01171) and Changan
Minsheng APLL Logistics Co., Ltd. (Hong Kong stock code:
01292) with effect from 30 June 2023 and 30 June 2023
respectively. Mr. Poon appointed as independent non-executive
director of China Isotope & Radiation Corporation (Hong Kong
stock code: 01763) with effect from 30 June 2023.

4. Changes of Ms. CHOY Man Har's biographical details, please
refer to page 42 of this report under section “EVENTS AFTER
THE REPORTING PERIOD"

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.
Based on the information that was available and having received
Directors’ written confirmations, the Company considered that
Directors have complied with the required standard as set out in the
Model Code throughout the six months ended 30 June 2023.

INTERIM DIVIDEND AND SPECIAL DIVIDEND

The Board has resolved to declare an interim dividend of HK1.6 cents
per share (2022: nil) and a special dividend of HK1.9 cents per share
(2022: HK3.38 cents) both in cash for the six months ended 30 June
2023, which are expected to be paid on or about 12 October 2023
to Shareholders whose names appear on the register of members of
the Company on 20 September 2023.
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CLOSE OF REGISTER OF MEMBERS

In order to determine Shareholders who qualify for the interim and
special dividends, the register of members of the Company will be
closed from 15 September 2023 to 20 September 2023, 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 17/F,
Far East Finance Centre, 16 Harcourt Road, Hong Kong not later
than 4:30 p.m. on 14 September 2023.

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

During the six months ended 30 June 2023, 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
2023 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), Mr. Jonathan Jun YAN and Mr. HOU Haitao. 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 2023.

By Order of the Board
LAM Ka Yu
Co-Chairman

Hong Kong, 30 August 2023
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Condensed Consolidated Statement of

Financial Position

Huabao International Holdings Limited ZEHE R IERER AT
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(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)
As at As at
30 June 31 December
2023 2022
120235 20224
6H30H 12A31H
Note Unaudited Audited
B 5 REIEER KRz
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment W BB REE 7 2,158,831 2,042,644
Right-of-use assets FHRERE 383,322 385,498
Investment properties WA Y% 29,079 27,332
Intangible assets mEAE 7 4,270,044 4,322,720
Investments in associates RELZENR 2 ”E 8 428,230 691,748
Investments in jointly controlled entities  RHERIZHIEE ZIRE 9 20,548 19,802
Financial assets at fair value through UWARBEFEAEEFHTA
other comprehensive income EmrElmcemEE 5 191,745 16,006
Financial assets at fair value through WAnBEFT=EEEEZS
profit or loss FFABRCEREE 5 254,038 253,058
Deferred income tax assets RIS EE 10 144,865 152,524
Other non-current assets HEMIERBEE 442 8,634
7,881,144 7,919,966
Current assets REBEE
Biological assets EMEE 4,319 1,470
Inventories TE 1,061,093 1,020,023
Trade and other receivables H 5 N H b fE W IR 11 976,092 1,242,178
Financial assets at fair value through WARBEFEEEEEH A
other comprehensive income EthrmbkszemEE 5 4,515 49,794
Financial assets at fair value through WAREBEF=EAEE
profit or loss HAABECZERERE 5 2,772,623 1,637,613
Cash and bank balances & RIR1TIFR 3,384,516 4,747,978
8,203,158 8,699,056
Total assets HEE 16,084,302 16,619,022
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Condensed Consolidated Statement of

Financial Position (contd)

A4 & B 5 AR R 3k (a0

(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)
As at As at
30 June 31 December
2023 2022
120235 R20224
6H30H 12H31H
Note Unaudited Audited
B 5 RIBEX Rz
EQUITY s
Capital and reserves attributable to AABESEEAEN
the Company’s equity holders RS R
Share capital A& 7 12 328,619 328,619
Reserves 1 14 4,432,585 4,380,460
Retained earnings R RF 7,945,690 7,941,787
12,706,894 12,650,866
Non-controlling interests FEEHHEER 1,832,625 1,906,572
Total equity HiER 14,539,519 14,557,438
LIABILITIES =Rt
Non-current liabilities ERBER
Borrowings X 16 15,000 =
Put option liability AoLHIREBE 15 139,457 131,836
Lease liabilities HEBRRE 36,110 37,290
Deferred income tax liabilities EIERTSH AR 10 120,157 125,368
Trade and other payables B 5 N HMpE R IE 17 11,605 12,163
322,329 306,657
Current liabilities RBERE
Borrowings B3 16 451,850 677,700
Lease liabilities HEBRE 21,772 23,480
Trade and other payables B 5 KHEMENE 17 563,226 722,135
Current income tax liabilities EHEHRAERE 116,402 215,650
Contract liabilities ARERE 69,204 115,962
1,222,454 1,754,927
Total liabilities e F 1,544,783 2,061,584
Total equity and liabilities MESNEE 16,084,302 16,619,022

The above condensed consolidated statement of financial position

should be read in conjunction with the accompanying notes. B o

|t B B AR & B IR 0 3K FE B AR FE Y R — 61 B
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Condensed Consolidated Income PGSR EER
Statement
(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)
Unaudited
RICEZX
For the six months ended
30 June
B Z6H3081L<MEA
Note 2023 2022
F 5 202345 20224
Revenue - 6 1,535,704 1,847,152
Cost of goods sold 4 E B AN (828,972) (880,123)
Gross profit ERX 706,732 967,029
Other income and other gains — net Hah W A R B b U 25 — /B 58 18 89,480 100,227
Selling and marketing expenses HENTISERERX (142,021) (174,159)
Administrative expenses THRER (389,526) (412,252)
Impairment of goodwill [EESNEAE 7 (14,947) (614,331)
Net impairment reversal/(losses) on
financial assets SRV ERETRE,(Bk)F5E 11,022 (8,290)
Operating profit/(loss) EEREAN(ER) 260,740 (141,776)
Finance income B 75 Wz A 48,194 31,640
Finance costs Eﬂﬁﬂiﬁ (1 5,440) (12,204)
Finance income — net B TG UR A — &R 32,754 19,436
Share of results of associates and FE (R Bt i 8 B I H (B4 )
jointly controlled entities BB CEE 8,9 (6,756) (5,052)
Profit/(loss) before income tax BRBAERN(EE) 286,738 (127,392)
Income tax expense Fr S ®i 20 (86,385) (105,639)
Profit/(loss) for the period AHBEF,(&FE) 200,353 (233,031)
Attributable to: FEqh
Equity holders of the Company KARIESHEAE A 153,970 (313,531)
Non-controlling interests FE1o I R S 46,383 80,500
200,353 (233,031)

Earnings/(loss) per share attributable ZREIEAQATEREZEA
to the Company’s equity holders for EENEREFR(EEB)
the period RMB cents RMB cents
AR D AREESD

Basic and diluted EARK#E 21 4.77 (9.71)

The above condensed consolidated income statement should be read £ #lL SRR 4R & Uk 25 2% 8 S 4R B B o — GFRIAE ©
in conjunction with the accompanying notes.
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Condensed Consolidated Statement of

Comprehensive Income

BHHRGRES2HEKER

(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)
Unaudited
R EFZ
For the six months ended
30 June
B Z6A308 LXEA
2023 2022
2023%F 20224

Profit/(loss) for the period AEBEF,(EE) 200,353 (233,031)
Other comprehensive income: Hih2E W :
Items that will not be reclassified to profit — ~NA[E# 74 F 152 #7785 H

or loss
Fair value changes of equity investments NAnBEFEAEZEHTA

at fair value through other H b 2wl Z% wmIREZ

comprehensive income, net of tax BREeAEE (3,104) -
Currency translation differences of the KA REIEGINET 2

Company and its non-foreign operations Bl E =R 58,735 56,389
Items that may be reclassified to A EF oI E R Y HE H

profit or loss
Currency translation differences of BINEB 2 EBMEZER

foreign operations 3,314 501
Other comprehensive income for THERREEMEE RS

the period, net of tax 58,945 56,890
Total comprehensive income/(loss) for ZRNEIEBRBEEEIE (EFE)

the period, net of tax A 259,298 (176,141)
Total comprehensive income/(loss) i mEuE(F518) 858

attributable to:

Equity holders of the Company RKATIEFZEHEEA 203,010 (270,915)

Non-controlling interests FE 7 ) M A 2 56,288 94,774

259,298 (176,141)

The above condensed consolidated statement of comprehensive — E#li @4 &

income should be read in conjunction with the accompanying notes.

Uy 5 2% B 5 4E B B — F B9 3 -



Condensed Consolidated Statement of

Changes in Equity

Huabao International Holdings Limited ZEHE R IERER AT

Interim Report 2023 F 8 3R &

BHHRGEEREZER

(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)
Unaudited
REEH
Attributable to equity holders of the Company
KARRREEAES
Non-
Share Retained Controlling Total
Capital ~ Reserves  earnings Total interests equity
N FEHM .
RA& ®E  REEA @t £ HER
Balance at 1 January 2022 R2022%1818H 328,619 4,387,519 9,168,518 | 13,884,656 1,834,163 15,718,819
Total comprehensive (loss)/income for the & Z2022F6A30H It
six months ended 30 June 2022 AMEAKZE
(B8)/W#EH = 42,616 (313,531) (270,915) 94,774 (176,141)
Transactions with owners in their HAAREBEANRS
capacity as owners:
Dividends paid to non-controlling interests  [m3EiE #1425 S [ HIAR & - - - - (176,024)  (176,024)
Acquisition of equity interest in Shanghai W%Llﬁ&%ﬂ&ﬁxf’\
Yifang Rural Technology Holdings ERAGRENBA
Co., [td. and its subsidiaries ([EBZR]D
("Shanghai Yifang") - - - - 165,777 165,777
Final dividends for the year ended MRE S FEZE20215F
31 December 2021 paid to shareholders NANBLEEFERRRE - - (54,821) (54,821) = (54,821)
Appropriations from net profit B 4 ) B = (4,682) 4,682 = = =
Share-based payment - value of % BEWNLN-ES
employee services REEBE = 2,740 = 2,740 = 2,740
Additional investment in a %E?\\iiﬁﬁ@#’iﬁ%%’& ]
non-wholly-owned subsidiary - (6,530) - (6,530) 6,530 -
Disposal of Xinjiang Huabao Natural RENBETRANED
Biological Technology Co., LTD RERNERAF
(“Xinjiang Huabao") ([3EEE]) - - - - 1,122 1122
Put option liability arising from EBAMEEYL
business combination ‘M%%Zﬁ a8k - (124,519 - | (1245515 - (124515
Dilution of investment in an associate REBBARZBENRERE = 25,755 = 25,755 = 25,755
Total transactions with owners HEBARZER - (107,232 (50,139) | (157,371) (2,595 (159,966)
Balance at 30 June 2022 R2022%6A30H 328,619 4,322,903 8,804,848 | 13,456,370 1,926,342 15,382,712
Balance at 1 January 2023 R2023F181H 328,619 4,380,460 7,941,787 | 12,650,866 1,906,572 14,557,438
Total comprehensive income B Z2023F6A30A LR MEA
for the six months ended 30 June 2023 W2 HEWE M - 49,040 153,970 203,010 56,288 259,298
Transactions with owners in their HAAREBEANRS
capacity as owners:
Dividends payable to non-controlling interests [a1FFiZ2 5| #1255 /)fEE’JHx% - - - - (2,365) (2,365)
Dividends paid to non-controlling interests [ 3E 2 #1442 % T 89 AR 2 - - - - (127,885)  (127,885)
Special dividends for the year ended MRR 8 Z20225F
31 December 2022 paid to shareholders 128318 EFERRIRE - - (148,866) | (148,866) - (148,866)
Appropriations from net profit g i@ﬂ}%ﬁ - 1,201 (1,201) - - -
Share-based payment - value of B AEROZM - ES
employee services R#%EE - 1,884 - 1,884 15 1,899
Total transactions with owners HEEARZHAE - 3,085  (150,067) | (146,982) (130,235  (277,217)
Balance at 30 June 2023 1202356 A30H 328,619 4,432,585 7,945,690 | 12,706,894 1,832,625 14,539,519
The above condensed consolidated statement of changes in equity MBS RRAR A RS B R FEER AR FE MY 5 — B4 BF

should be read in conjunction with the accompanying notes.

?u’n‘a"&
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Condensed Consolidated Cash Flow EHEGAEERER
Statement
(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)
Unaudited
RBER
For the six months ended
30 June
BZ6A308L~EA
2023 2022
2023% 20224
Cash flows from operating activities ReTHcHERE
Cash generated from operations BEELVES 533,871 323,344
Income tax paid B FER (182,636) (211,545)
Net cash generated from operating activities &EZBHELZELTE 351,235 111,799
Cash flows from investing activities RETHNEALRE
Acquisition of a subsidiary W N B A A - (79,233)
Acquisition of equity interest in associates = NN A ¢ - (8,200)
Proceeds from disposal of associates HEBENTMER 10,590 =
Purchases of financial assets at fair value through ~ EANRAEBEFEAHEEH:H ABHEZ
profit or loss CREE (8,306,254) (6,546,986)
Proceeds from disposals of financial assets at HENDNABEAEAEEH T ABEZ
fair value through profit or loss CREEMSHA 7,188,679 8,331,873

Purchase of property, plant and equipment and

BADE KELRRBREVEAE

intangible assets (208,396) (179,740)
Purchases of right-of-use assets for land use rights (&AL (FRERBE 2 FREEE (7,196) (21,165)
Proceeds from disposal of property, plant and HEWE BERXE EVEEMS

equipment, intangible assets and right-of-use FENEREEE

assets 8,432 3,102
Time deposits placed FATEHER - (320,304)
Dividend received R E 5,006 5454
Interest received BHFIE 48,120 27,446
Net cash (used in)/generated from investing REZE (FiB) EE2BEFE

activities (1,261,019) 1,212,247
Cash Flows from financing activities METHNHERE
Final dividend for the year ended ARSI AEE2021F12831BEFEZ

31 December 2021 paid to shareholders HRERE - (54,821)
Special dividend for the year ended MR AEE2022612A31ALFE 2

31 December 2022 paid to shareholders Rl B 2 (148,866) -
Dividends paid to non-controlling interests Te) S 7 15 P 4 2 2 RS (127,885) (176,024)
Refund of deposit paid for note receivables REKBARMBERERZERIE

discounted between the subsidiaries 75,800
Payment of deposit paid for note receivables YHHBARREERERZERIE

discounted between the subsidiaries (30,090)

New bank borrowings raised MBRITER 280,050 107,790
Repayment of bank borrowings BERTER (490,900) (702,144)
Principal elements of lease payments YRBERR RS EHS (13,054) (14,598)
Interest elements of lease payments YRBERFRZFIEEHS (56) (636)
Interest paid related to bank borrowings and others EETER R EMBEEz B HF A (7,742) (12,565)
Net cash used in financing activities METBMAZASTE (462,743) (852,998)




Huabao International Holdings Limited B EFRZKRAR AT Interim Report 2023 F K &

Condensed Consolidated Cash Flow BHHGEESEERER @
Statement (contd)
(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
Unaudited
REER
For the six months ended
30 June
EZ6H30HIEAER
2023 2022
20235 20224
Net (decrease)/increase in cash and BERBELEE/YGHL)
cash equivalents FE (1,372,527) 471,048

Cash and cash equivalents at the beginning of the Hi¥I R E KB EZEY

period 4,668,475 3,541,425
Effects of currency translation on cash and ERBEUESRBELSEIN

cash equivalents ] 46,139 49,858
Cash and cash equivalents at the end of HARZHEERREEEY

the period 3,342,087 4,062,331

(@)  Reconciliation to the condensed consolidated statement of  (a) £ f5EG 4 & B 75 4 570 7 ¥ =
financial position:

As at

30 June
2023
120235
6HA30H
Unaudited
RIBEFZ

Cash and cash equivalents ReMBREEEY 3,342,087
Add: restricted bank balances e ZREIBITER 42,429

Cash and bank balances HERBITER 3,384,516

The above condensed consolidated cash flow statement should be it B4R & IR € i & 3 FE S48 FE B 3% — 61

i3

read in conjunction with the accompanying notes. g e
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Huabao International Holdings Limited ZREKZERBIRA 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 (collectively the “Group”) are
mainly engaged in the research and development (“R&D"),
production, distribution and sale of Flavours and Fragrances,
and Food ingredients, tobacco raw materials, aroma raw
materials and condiment products in the People’s Republic of
China (the “PRC"). Ms. Chu Lam Yiu (“Ms. Chu”), who is the
Chairlady of the Board of Directors, holds approximately 71%
beneficial equity interest in the Company as at 30 June 2023.

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 30 August 2023.

This unaudited condensed consolidated interim financial
information has been reviewed and approved by the
Company’s audit committee together with the Board.

BASIS OF PREPARATION

This condensed consolidated interim financial information
for the six months ended 30 June 2023 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 2022 which have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS").

Interim Report 2023 1 #iR &

A AR & o 5 B 35 B BB A

(BmEEBREIN  MESEHUANARETTIIR)

1.

—REH
ZEEHBEZERER2A (TA28]) K
BREFMALAEREBER QA -
HO5F it 9% = R b i AClarendon House,
2 Church Street, Hamilton HM 11,
Bermuda °

ARANBNIBREBEABARIMAE
[RAR LT e

KRR BEEEBRAR - ANRQE &REKH
BRAEI([AKEE]) 2EBETEREREA
RAMB ([FE]) kiR ([fE])
SE-DHELKEERR RARAER &R
BR - FESRARRER - KMNEL
T (XL DARRZESERERE
MR2023F6A30H ' KrEHEERRAL
T1% 2 s ©

AERGEETHUBENGRZBERE
S BUARET T (TARE T 5
o NEHZEE T BB EMNER2023
F8HEEEFSHETIHE -

AARRERZEARAGT R BEENE
REARARIEZZECERESTS RN
W HE A -
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Huabao International Holdings Limited B E R IERBR AT

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

(All amounts in RMB thousands unless otherwise stated)

3.

ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the
year ended 31 December 2022, as described in those financial
statements.

(a)

(b)

New or amended standards adopted by the
Group

A number of new or amended standards became
applicable for the current reporting period. None of
these amendments have had a material impact on how
the Group’s results and financial position for the current
period have been prepared or presented in the interim
financial report. The Group did not change its accounting
policies or make retrospective adjustments as a result of
adopting these amended standards.

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

Interim Report 2023 F 8 3R &

S BE 4R & o 5 B 7 & B B & )

(Br=BHEAEIN -

3.

A AARE T TIIR)

T BR

Br R % BTt AN - 4R B AN R OBR BF 5 & RLER
FR e B REE E2022F12A31H
TFENFEMBREMEANEITK
BB WEFHIRZIBEHRERA -

(a) AEECEMNFEARYEE
2 8 5 15 3T
57 % Bl =t 1 3 7 % B 40 15 2T B B 44
BRANAREER - RSB A
£ B 3 75 3 B 75 3 25 10 A 45 4 5k 2
B 2 31 5O 7 10 22 48 I B 76 R R 3 9
EREARE - AEEBARKH
FO RSB E R R
ERIELENBE -

(b) EBRMEMKERARSEE 2%
AM &
AEEYTEREERAATERME
R A 30 B0 #7 % R b 3 30 A £ AR

]

Effective for

the financial year
beginning on

or after
RT5IRMH
ZERRBHFE
SRR B A K

Hong Kong Interpretation 5 (2020)

E B BB (20209F)
Amendments to HKAS 1

BEGFEAFE1RIERT
Amendments to HKAS 1
BB EAFE1RIEFT
Amendments to HKAS 1
BEGFEAFE1RIEET
Amendment to HKFRS 16
BEMGHRELERFE165REE]
Amendments to HKFRS 10 and
HKAS 28

Presentation of Financial Statements —
Classification by the Borrower of a Term
Loan that Contains a Repayment on
Demand Clause

MBHR 29— ERAHEEEZRER
ZBEHER R

Classification of liabilities as Current or
Non-current

RBABRIERBABZIE

Non-current Liabilities with Covenants

BARGHERRZIERBDBE

Disclosure of Accounting Policies

AT BUR B 5R

Lease Liability in a Sale and Leaseback

EROBEZHEARE

Sale or Contribution of Assets between an

Investor and its Associates or Joint ventures

BEMBHRELANF IR NEFERT REFHEPLEARNGLELEZHAN

AR FE285RE:

BELEHHLE

1 January 2024

202451 1R
1 January 2024

20241 H1H
1 January 2024
2024F1 A1 H
1 January 2024
2024F1 A1 H
1 January 2024
2024F1 A1 H
To be determined

fFE
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Huabao International Holdings Limited ZEEMRZKRER AT

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 (continued)

The management is in the process of making an
assessment of the impact of the above new and
revised standards, amendments and interpretations to
existing standards on the Group’s consolidated financial
statements.

ESTIMATES

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

In preparing this condensed consolidated interim financial
information, except for those described in Note 5.3 and 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 2022.

Interim Report 2023 1 #iR &

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

3.
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(b) ERMEMKREARAEE Z%E
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HBAKESREMBRROTE -

&t
RETHVBENBEREEEHFES
ABRENERANMRESEENAGBAR
WS O BURRAE A B - R RER - BIR
BRIGHEBFM-E TR -
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BT M EES. 3 M SE7(a)Fr st b - B IR fE
&R AN & B & 5T R B (F A E K H B
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Huabao International Holdings Limited ZEHE R IERER AT

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

(All amounts in RMB thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT

5.1

5.2

5.3

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange risk, cash
flow interest rate risk and fair value interest rate risk 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 2022. There have been no changes
in the risk management policies since 31 December
2022.

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 2023 and 31 December 2022.

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).

Interim Report 2023 F 8 3R &

S BE 4R & o 5 B 7 & B B & )

(Br=BHEAEIN -

A AARE T TIIR)

5. BiRARER

5.1

5.2

583

MEBERBEE

AEEWNESEEZAMBRAR
mizEE (BREIMNERR RERE
ZHMERBIMAARBEZHERR
REMRAR) FERRETEER

B -

ARG R RN BERTRBREF
EUBERBRENMEVBRERE
BESMEE P BETBHRERE
HAREBHE2022F12H8318 1+
FENFEVBRR —HHE - 8
2022F12A31H AR - BB E K
W EAT ] B o

T B M E B
AEBzBERFRABER (B
RBEIETHEFRER SRR
TEEBY AR AEENR2023F6
HA30H N2022F12A318B#H B F18
ARG MAZBERFHE-

AREEMGE
UTHUARBETFENESR T A
ETHE BRBEAAEBEER
FPHAGERGORNETE - ~E
ERHERMAT :

s MRAEELRBEEEBRTHN
WECRERAR) (F—E) -

e BRTIFXF—EMBHEAREN
ZEEMBENABENEM
WA AT EE (AP ER) 3K
Rz (AR ER) (F=28) -

e EBEEMBEIFREABEMD
LEENGA (REAEREE
AN (B=E) -
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Huabao International Holdings Limited Z®E K ZR AR AT  Interim Report 2023 FHIHR &

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

(All amounts in RMB thousands unless otherwise stated)

5. FINANCIAL RISK MANAGEMENT (continued)

S BE 4R & o 5 B 7 & B B & )

(Br=BHEAEIN -

5.

A AARE T TIIR)

MHEREE (FE)

5.3 Fair value estimation (continued) 53 AAEEMGE (E&)
The following tables present the Group’s financial assets TRIRAEEN2023F6H30H
measured and recognised at fair value at 30 June 2023 K2022F12A31BEARBEFER
and 31 December 2022: RN HEE :
Level 1 Level 2 Level 3 Total
$-F %-E #$=E Hit
At 30 June 2023 202356 H30H
Financial assets at fair value through ~ LIARAEEGFEEHSHH A
profit or loss (“FVPL") BEvEemEE
— Listed equity investments - ImERRE 28,520 - - 28,520
- Wealth management products -HEEEEM - - 2,744,103 2,744,103
— Unlisted equity investments —FETEREE - - 190,548 190,548
- Contingent consideration —-REEERHE - - 63,490 63,490
Financial assets at fair value through LA REEGEEESHHA
other comprehensive income (“FVOCl") Ht2HANE v EREE
- Unlisted equity investments in the PRC ~ — R EI#3E FmERHIRE - - 191,745 191,745
- Debt investments -BEBRE - - 4,515 4,515
28,520 - 3,194,401 3,222,921
Level 1 Level 2 Level 3 Total
£ £ EZE 5t
At 31 December 2022 ®2022%12A31H
Financial assets at FVPL NARABEFEERZB T AES
ZEMEE
— Listed equity investments - FTEaRE 43,298 = - 43298
— Wealth management products - EEEEM - - 1,594,315 1,594,315
- Unlisted equity investments —JFETRERSEE - - 189,568 189,568
- Contingent consideration -FEXEEHE - - 63,490 63,490
Financial assets at FVOCI NARBEFEEHZE T AL
2EKEZEREE
- Unlisted equity investments in RPN ETERRE
the PRC - - 16,006 16,006
- Debt investments —fEERE - - 49,794 49,794
43,298 - 1,913,173 1,956,471
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S BE 4R & o 5 B 7 & B B & )

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 2023. There are no
other financial instruments that were measured at fair

value as at 30 June 2023 and 31 December 2022.

The financial assets of level 1 within the fair value
hierarchy as at 30 June 2023 and 31 December
2022 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.

(BRABEAEIN  AESBHUAARETTIIR)

B b B ()

5.

5.3

D REEMAE (&)

B E2023F6H30H k1@ A © #
BEEBMEENRE "B F_BNE
—EREERzEEAREL - B
202346 A30H K%2022412 A 31
B YEHEMESMTENDZEARE
(EE

R2023F6 A30H K2022%12H31
A AABEERTNE—ELR
BERMANUNAAREEFEEHSE
i AEHETHNEREEPH L
MEGSRE EEBRMHEFRIH
EUESMTANAABEENRTS
BEMISME - MBAI AT ZFr
RE5m R AN (T84 TE
PR 75 ok BS 5 B BE R IE 1S TE AR (E -
AlEEMBHRAREREN WA
BEERRERTBEIIZFER LD
ERMEHBTENTERS - A%
ERENE—EonmEECRAOM
BHRERERBEANE o
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Huabao International Holdings Limited ZEEMRZKRER AT

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

(All amounts in RMB thousands unless otherwise stated)

5.

Interim Report 2023 1 #iR &

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

FINANCIAL RISK MANAGEMENT (continued) 5. MKEERERERE (&)
5.4 Fair value measurements using significant 54 FAEXRTABEBANDIAE
unobservable inputs (Level 3) B E(E=E)
The financial assets of level 3 within the fair value 7R2023F6H30R Kk2022%F12A31
hierarchy as at 30 June 2023 and 31 December 2022 H AnBEEATHNE=E<H
were financial assets at FVOCI and financial assets at BERUAABETEEREEZH
FVPL. The following table presents the changes of the AEMEZEAKRNEMEEMNUAAR
Group's financial assets of level 3 within the fair value ABEFEAEZHF AEHER
hierarchy for the six months ended 30 June 2023: MEMBEE - TRAINE T AEHE
F2023F6A30R ERNAAMN AR
BEESTE-"EemEENZ
Unlisted Wealth
equity management Debt  Contingent
investment products investments consideration Total
FLw HEER EACES
ERRE ER BHRE & #5
At 1 January 2023 #20235181R 205574 1,504,315 49,794 63490 1,913,173
Additions NE 6,254 8,300,000 60,907 - 8,367,161
Transfer from investments in HRBE AR ZREEA
associates 179,391 - - - 179,391
Disposals e (4,632)  (7,184,047) (106,186) - (7,294,865)
Changes in fair value recognised in -~ RE MK AT E % —%
other income and other gains—net ~ ERERZ A% BEE (4,166) 33,835 - - 29,669
Changes in fair value recognised in -+~ REMZERETERZ
other comprehensive income NEEEY (3,652) - - - (3,652)
Currency translation differences ERBEEE 3,524 - - - 3,524
At 30 June 2023 120236 A30H 382,293 2,744,103 4,515 63,490 3,194,401
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Notes to the Condensed Consolidated A 4R & P Hi Bf 7% & B MY 5T )
Interim Financial Information (contd)
(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
5. FINANCIAL RISK MANAGEMENT (continued) 5. BMERBRER (&)

5.4 Fair value measurements using significant 54 FRAEXTUBEBGBANDIAE

unobservable inputs (Level 3) (continued)

The following table summarises the quantitative
information about the significant unobservable inputs
used in level 3 fair value measurements.

Unobservable

B E(F=E) (&)
TRIHERAROABEERE=
BeMEETHN A BEGABE -

Relationship of unobservable

Description Fair value inputs Range of inputs inputs to fair value
FABE TABERABEH
Hik MEE BARE HEEE RMARENBE
30 June 31 December 30 June 31 December
2023 2022 2023 2022
2023% 2022% 2023F 20225
6A30A 12A31R 6A308 12R31R
Unlisted equity 382,293 205,574 Discount for lack of 4%-18% 9%-19%  The higher the Discount for lack
investments marketability of marketability, the lower the
fair value
FImEERE Rz MR BT mERBETNES -
RrEEEE

Enterprise Value/Sales 1.60-3.65
multiple of peers

3% T HEV/Sales
Price/Sales multiple 4.43
of peers
R P/S
Price/Earnings 20.00
multiple of peers
R E PIE
Wealth management 2,744,103 1,594,315 Expected rate of return  2.30%-3.45%
products
HEEREM AHmRE
Debt investments 4,515 49,794 Risk-adjusted 2.65%
discount rate
FRERE R AR
Contingent 63,490 63,490 Risk-adjusted discount 12.86%-14.95%
consideration rates
AEFERHE R AR

Revenue growth rates  5.00%-65%

hAERE

Gross margin 20.24%-
28.08%

£H%

1.60-3.65  The higher the Enterprise Value/
Sales multiple, the higher the
fair value
TS RHEV/Salesth & -
RABEES
4.43-6.80  The higher the Price/Sales
multiples, the higher the fair
value
MHERHPSHE  DoEES
20.00  The higher the Price/Earnings
multiples, the higher the fair
value

MERBPERS  DAEHS

1.00%-4.71%  The higher the Expected rate of
return, the higher the fair value

EHORELS A EELS

2.55%  The higher the Risk-adjusted
discount rate, the lower the fair
value

ERARGREYES  AAEE
s

12.86%-  The higher the Risk-adjusted
14.95%  discount rates, the lower the
fair value
EREARGREYES  AAEE
Wi

5.00%-65%  The higher the Revenue growth
rate, the higher the fair value
BARRZHE RABESS
20.24%-  The higher the Gross margin,
28.08% the higher the fair value
EREER  RABEYS
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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 valuation 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. 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.

Interim Report 2023 1 #i3R &

A AR & A B 35 B R A

(Br=BHEAEIN -

5.

A AARE T TIIR)

MHEREE (FE)

5.5

5.6

rAEENGEEBRE

AEE 2P BHREAE @A &
ARV BEREETENTHEREE
MitE BEREBF=EIAEE"
MEFREREETSERBEF=8
VREEM2EEETE AR
BRI REER - M FAE R
ENEDRAEE 2 BEBHAE
FERT-RIRBEREEELSE
£

RBHERATENERMEERSE
BzAREE

REBHRAFTENSREEMNAE
MAREBEDEAREERS -
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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) Flavours and fragrances, and Food ingredients (“F&F and
Food ingredients”);

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

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

The Executive Directors consider the business from the
operation’s perspective and assess the performance of F&F and
Food ingredients, tobacco raw materials, aroma raw materials
and condiment segments.

(1)  F&F and Food ingredients segment includes R&D,
production and sale of flavours and fragrances products,
and food ingredient products.

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

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

(4) Condiment segment includes production, sales,
marketing and distribution of condiments.
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(BAAEREI  FASEIAARETFLIIR)
6. EXBERIBER

AEENREDREOETEZEN -

(1) BERRERER:

(2) BERR#:
(3) BERE®: R
(4) A% -

ITERERKERERATES (TH1T
Ex]) ATESENAKREN AR
EUARFEREARSEER EEEZRR
BEREORELED L ©

WITEFEREETDARZEREH M
HEBLRRREH ERERH FRHK
ARz D EWEBRE -

(1) ERERMEMEBER/RNE &
ENHEEERERRRAEHER -

(2) ERRMEBEEINE  £ENMH
EEREZBEERER KA A
PDEMFEANEETENHTH

Em e

3) BERHMEKBEME LENMBEE
ERMEMR BRHMTLABESER
EEKKRARDN[HEME] -

(4) AKREBOIELE  HE HH
EAHARDER -
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Huabao International Holdings Limited ZEEMRZKRER AT

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

(All amounts in RMB thousands unless otherwise stated)

6.

REVENUE AND SEGMENT INFORMATION

(continued)

The segment information for the six months ended 30 June
2023 is presented below:

Interim Report 2023 1 #iR &

S BE 4R & o 5 B 7 & B B & )

(Br=BHEAEIN -

6. EXERITBEN (R

5T

Unaudited
REER
For the six months ended 30 June 2023
EZ2023F6A308 L~ fEA

A AARE T TIIR)

H E2023F6A308 1L/~ A A B #E K

F&F and Tobacco Aroma
Food raw raw
ingredients  materials  materials Condiment Others Total
ERR
EmER  EARN EER EAl g =g @t
Total revenue BEED 693,024 199,753 293,155 374,542 2,744 1,563,218
Inter-segment revenue DEEEER (12,090)  (12,274) (3,150) - - (27,514)
Segment revenue - net NEEEE-FH 680,934 187,479 290,005 374,542 2,744 1,535,704
Segment result PHEE 237,967 44,272 (9,968) 71,426 (82,957) 260,740
Finance income B 48,194
Finance costs BAKK (15,440)
Finance income - net BEMA T8 32,754
Share of results of associates ~ JE{H B2 1\ A) K £L A 42
and jointly controlled entities ~ &7 %4 (6,756)
Profit before income tax B Bl 2 7 286,738
Income tax expense e (86,385)
Profit for the period AEE BT 200,353
Depreciation nE 34,440 25,025 32,012 1,397 2,465 101,339
Amortisation B 5,780 4,249 5,878 37,294 660 53,861
Unaudited
REEH
As at 30 June 2023
R2023%6A30H
F&F and Tobacco Aroma
Food raw raw
ingredients  materials  materials Condiment Others Total
BRR
BREN ERERH ERH AR R Hitr @t
Segment assets NHEE 8,115,777 2,089,126 1,485,755 3,147,266 1,246,378 16,084,302
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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

(continued)

The segment information for the six months ended 30 June
2022 is presented below:

Interim Report 2023 # #i3R &

B4R S I B B B B B R om0

(BRABEAEIN  AESBHUAARETTIIR)

6. EXBERIBDESN(F)

5T

Unaudited
REER
For the six months ended 30 June 2022
BZ2022F6A308 1L~ MER

HZE2022F6 308 1E/< 1@ A HY

aNkvi

7] Ellgié%’l'

F&F and Tobacco Aroma
Food raw raw
ingredients materials materials  Condiment Others Total
BER

RmiEy ERRE FR# AR m HA o
Total revenue M 897,113 198,268 479,918 289,264 - 1,864,563
Inter-segment revenue Rk (9,158) (6,396) (1,857) = = (17,411)
Segment revenue - net NHEEE-FE 887,955 191,872 478,061 289,264 - 1,847,152
Segment result DEEE 468,824 19,365 44,775 (585,974) (88,766)  (141,776)
Finance income BEAS WA 31,640
Finance costs BB A (12,204)
Finance income - net BHBRA -5 19,436

Share of results of associates and  JE{5 & A\ 7] | 3t /1% 4
jointly controlled entities Tl 2E (5,052)
Loss before income tax B AIEE (127,392)
Income tax expense FIieH (105,639)
Loss for the period AHEEE (233,031)
Depreciation hE 31,017 41,810 25,564 5,270 2,474 106,135
Amortisation g 2,875 4,506 5,646 37,306 393 50,726

Audited
BER
As at 31 December 2022
R2022%12A318
F&F and Tobacco Aroma
Food raw raw
ingredients materials materials  Condiment Others Total
BER

RekEH ERRE ER# EEL i B
Segment assets AEEE 8,982,722 2,017,984 1,446,564 3,305,516 866,236 16,619,022
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Huabao International Holdings Limited ZEEMRZKRER AT

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
in associates and jointly controlled entities. 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 jointly controlled entities, 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,
time deposits, and 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 2023 and 31
December 2022 are mainly located in the PRC.

Revenues from external customers are derived from the sales
of F&F and Food ingredients, 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 2023 amounted to
4.7% (for the six months ended 30 June 2022: 6.3%) of the
Group's total revenue. These revenues are attributable to F&F
and Food ingredients segment.
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(BR
6.

AEERPEIN  FFESBRHUARETTIIR)

EXERDBER (A)

DHMEREERRENAZERAAF
ERAUREBEASENAAMS &
B BN R EMERE QR R
RAEHER XA LWOMEEETER
BOBERMFABE DB ZREMEB E
ELEBEBARAREZINATA -

DHEETREBRME HIERKE -
EREEE BEE HBEEARNK

B HAREZEFHEENRE By B
BEZERAABEFEBEZH AR
mEAABEFASEAEEHF AR
PHRENEREE BEMSEHEE -
HMERBEE FE BEHMEMER

EMEFEZFARBRSNRSEFEY -
MTEREREMMIEENARAEE
AERAEEHAAEMEZEKRENAR

REBEEFEREZHFTARENERE
f* Ko BRFE K 3 o

BREemIAMECHMIHEENLIN R
202396 A30H &2022%F12A31B A K
BHERBEEETRMNFTE -

XQ%%@JEE’JH&U\IEX?J?E%%%?
FRGER - ERRE - FERAKA
%DD%HW%}E

#HZ=2023F6A308 1L 1E A HME - KR
REARINE—F P H WAL S B8 I
AB4.7% (2022566 A308 : 6.3%) ° &
WA CHERBERRER D EBELER -
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S BE 4R & o 5 B 7 & B B & )

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

(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
7. PROPERTY, PLANT AND EQUIPMENT AND 7. ME BERIXEREEEE
INTANGIBLE ASSETS
Unaudited
#iEh
Other Total
property, Mature  Immature property, Other Total
plant and bearer bearer Construction  plant and intangible  intangible
equipment plants plants inprogress  equipment  Goodwill assets assets
Rbhg  HANEE  RERN 0% BER BiEY  EREE
LEVEL] By EEMEN  ERIR  REBEH fig EE i
For the six months ended 30 June 2022 BZ20E68308 L~ fEA
At 1 January 2022 RUREIR1A 1,393,428 - - 29138 | 1,642,566 | 5,078,741 768,56 | 5,847,307
Acquisiion of equity interest in Shanghai Yifang ~ Viks 18207 2 IR 94,767 38130 84,044 802 218,643 49418 20,844 72260
Additions e 19932 - 267 157,583 177,182 - 2205 2205
Transfers &p 34,189 = = (34,189) - = = =
Disposals fe (5,139) = - - (5,139) = - -
Depreciation and amortisation FEREH (93,764) (701) - - (94,465) = (46,124 (46,124)
Impairment of gooduwill(Note (3) EERE () - = - - - (614331) -1 (614331)
Currency translation differences EYRZEE 4 - - 528 53 - - -
At 30 June 2022 2002568308 1443417 37,409 85,211 373862 | 1939919 | 4513828 TAI51 | 5,261,339
At 31 December 2022 H0NE12R31A
Cost B 313,112 38,541 9,1 407107 | 3670031 | 5953293 1442475 | 739,768
Accurulated depreciation, amortisation ZHNE BEREE
and impairment (1593,822) (1,791) - (1774 | (1627,387) | (2,332844)  (740,204) | (3,073,048)
Net book amount EERE 158290 36750 QT 3533 | 204644 | 3600449 T0021 | 4302720
For the six months ended 30 June 2023 BEB%68308 L~ fEA
At 1 January 2023 RNBE1A1R 1,538,290 36,750 92271 3715333 | 2,042,644 | 3620449 1001 | 430,720
Additions e 71,740 675 82 121028 | 200305 8,091 8,091
Transfers L1 112,484 - - (114,146) (1,662) - 1,662 1,662
Disposals hif= (3,444) - - - (3,444) - - -
Depreciation and amortisation ENE 3 (87068 (1,209) - - ) - (4s08) | (4n.508)
Impaiment of goodiwl (Note () BERA (i) - - - - - (a9 - ()
Currency translation dfferences gBAEER 1317 - - 1,948 9,65 - % 2%
At 30 June 2023 RNDBEGA0R 1,645,319 36,216 93133 384163 | 2,158,831 | 3,605,502 664,542 | 4,210,044
At 30 June 2023 2023568308
Cost i 3,318,807 39,216 93133 415937 | 3867093 | 5953293 1450254 | 7405547
Accumulated depreciation, amortiationand ~ E3f17E - BEREE
impairment (1,673,488) (3,000 - (31,774) | (1,708,262) | (2347,791)  (787,712) | (3,135,503)
Net hook amount BEFE 1,645,319 36,216 93133 384163 | 2,158,831 | 3,605,502 664,542 | 4,270,044
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Notes to the Condensed Consolidated
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7.

(a)

Interim Report 2023 1 #iR &

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

PROPERTY, PLANT AND EQUIPMENT AND 7. ME BERREREFLEE ()
INTANGIBLE ASSETS (continued)
Impairment of goodwill () BERE
Goodwill is mainly attributable to the anticipated HEITZHLETHNEHAET
profitability of operations, the anticipated future ARG - B ER B SR 2R AL & 17 R Ak FE A
operating synergies and enlarged market share. Goodwill TR TISMHERE - NEB R
arising from prior year is allocated to the Group’s MFEELAEETEREBHEE
cash-generating units (“CGUs") identified within the BoHArEEZZEARSELEN
operating segment. The goodwill is allocated in CGUs as ([CGUs)) - ESEZE CGUs 27
follows: W e
As at 30 June 2023 As at 31 December 2022
#2023E6A30A R2022612A31H
Others Others
(including (including
Flavours Shanghai Flavours Shanghai
Subgroup RTL Jiahao Yifang) Total ~ Subgroup RTL Jiahao Yifang) Total
At (BF Ato(Bf
B BEEE ER LEZ5) @zt tF BEEE £% LEZH) it
Goodwill [k 1,186,344 356,168 1,969,377 93,613 3,605,502 1,186,344 356,168 1,969,377 108,560 3,620,449

The Company’s management reviews the provision for
goodwill impairment on an ongoing basis, generally
annually and more frequently if there are any events or
changes in circumstances that would give rise to potential
impairment. The Company uses the income approach
(i.e. discounted cash flow models) as the evaluation
method for such provision. The reason for adopting this
method is that according to HKAS 36 — Impairment of
Assets, goodwill impairment assessment usually uses the
income approach to determine the use value of a CGU.
CGU that have a sufficiently long financial history would
have a basis for predicting future results, and in such
case, the recoverable amount of goodwill of the CGU
would be based on the value in use (“VIU"). As each of
the Group’s CGUs is CGU having a long financial history
which could provide the basis for predicting its future
results, it satisfied the criteria for the application of the
discounted cash flow models and hence its profitability
forecast could be conducted based on historical data.

AAREREREECTHENRE
BEVTBREEEES  WEHRAT
AT EREERENSHRER
B AIEESHEEGHERS A
NAEFRAWEE (RN E € R
=SEA)EABBEFIROFTMmAE -
RKAEEAZNERDBRE(E S
S EAFICHR-EERE) B
ERENGERESHEBREERETE
CGUZBE -BEERHAREBEEZY
%5 £ RCGUERI 8 FE A & 78 8 &k 3k
¥EMER FEEEBRT  CGU
ZHEEMAKE S EEERER
BE(VIU)ME AREESEHE
CGUsH AEAARREMZUMBESL
MCGU - EEENERREENHE
Mo MR EREReERERA
BIAE 1 - BBtk AT BA AR 35 I 2 B ik a8
TEWRZEHIEA -
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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)

Impairment of goodwill (continued)

The recoverable amount of a CGU is determined based
on the higher of VIU and the fair value less the costs
of disposal (“FVLCOD"). As at 31 December 2022,
management recalculated the recoverable amounts of all
CGUs. The VIU results of CGUs other than the CGU of
Reconstituted Tobacco Leaves (“RTL"), the CGU of Jiahao
Foodstuff Limited and its subsidiaries (“Jiahao"”) and the
CGU of Shanghai Yifang were assessed to be exceed their
carrying amounts as at 31 December 2022. Based on the
results of the Group’s discussion with customers at the
end of 2022, the management of the Group re-evaluated
the supply and demand situation of the traditional
RTL industry and considered that the oversupply in
the traditional RTL would remain for a longer period
of time, while based on the principle of prudence and
conservatism, a conservative forecast on the future sales
of the traditional RTL was made. As at 31 December
2022, management engaged an independent valuer to
conduct an impairment test on goodwill of CGU of RTL.
According to the test results, an impairment of goodwill
of approximately RMB293,195,000 was recognised for
the CGU of RTL, resulted in a reduction in the carrying
amount of the goodwill of RTL from RMB649,363,000 to
RMB356,168,000 as at 31 December 2022.
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7. % HBERRERELEE (R)

(a)

BERE(E)

CGUR AT B € B TR IBVIUE R &
EERBREEEEM ([FVLCOD]) M
ERHRSEET - N2022F12A8
318 - ERE B A E M BCGUsH
AT El &5 BT BEEECGU
EXRMERARKENBRAR ([3
%]) CGUR LB ZEHCGUIN - E &
CGUsHIVIUE R Tt R BB HE R
HE o R AEER2022F F K &
EPFHNBERER AEEEEEY
BERBERETEREBRENK
TG REEGFBEEETEHR
ARKNDiGHF —BRRER &
RBEEMRTORA  HERBE
BERKNEEM T RTHOHTEAR -
R2022F 128318 EEEE A
BYEMABEREENCGUETT
BEAR BEIRER BEE
EWNCGUER THERBEAARKE
293,195,000 ' EHBEEEMNR
ZIRMmMMEM AR®E49,363,0007T
WA ER2022F12A31BARE
356,168,0007T °
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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)

Impairment of goodwill (continued)

Given that the revenue and the operating profit of
Jiahao had dropped significantly in 2022, and there is
great uncertainty in the future of the Chinese condiment
market due to the pandemic, an impairment loss on
goodwill of Jiahao's CGU is expected. As at 31 December
2022, management engaged an independent valuer
to conduct an impairment test on goodwill of CGU of
Jiahao. According to the test results, an impairment of
goodwill of approximately RMB1,170,675,000 were
recognised for the CGU of Jiahao, resulted in a reduction
in the carrying amount of the goodwill of Jiahao from
RMB3,140,052,000 to RMB1,969,377,000 as at 31
December 2022.

Following the decrease in revenue and operating profit
of the CGU of Shanghai Yifang after the acquisition
by the Group due to the impact of multiple factors
such as slowing economic growth, pandemic in the
PRC, complex and changeable external environment,
and weakened market demand in 2022. Based on
prudent and conservative principles, the Group has
lowered its earnings forecast for Shanghai Yifang in
the future, and an impairment loss on goodwill of
Shanghai Yifang’'s CGU is expected. As at 31 December
2022, management engaged an independent valuer to
conduct an impairment test on CGU of Shanghai Yifang.
According to the test results, an impairment of goodwill
of approximately RMB43,840,000 was recognised for the
CGU of Shanghai Yifang, resulted in a reduction in the
carrying amount of the goodwill of Shanghai Yifang from
RMB49,418,000 to RMB5,578,000 as at 31 December
2022.
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A AARE T TIIR)

7. % HBERRERELEE (R)

(a)

BERE(E)
ER202F 2N ANMEER
FAIE TR BXEBEEE &
FAREMBERRTERARNTET
M FEEH ESCGURI G E 1S H I8 R
BB % - R2022F12A318 - &1
BB VT HMYE ZRCGUN R
B2HITREIR BREINAER
ZC(GUREREERENARKE
1,170,675,0007C ' EXEZHNEE
BREE MR AR3,140,052,0007T
A ER2022F12A31BHARE
1,969,377,0007T °

SEEEKWE EFZLH% 2022
FEHSCELERRE BRES -
HNEBIR BEAE 5 % B DA T 5 5 KO
BELEA=ZHE - EBEXHCGU
R2022FMHEEWAREERFT
B ERBEMRTHRA - £E
THT BB ERRERF TR
WHEt EBEFCGUZEE K HIR
JE - R2022F12831H EEE
AB T AESZEHHCGU
ETREANR  BEARGER L
BEAFCGUER B RE AR
43,840,0000T ' B EBELEFHE
ZRmEMA ARKAL9,418,0007T
DER2022F12A31BEHN AR
5,578,0007T °
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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)

Impairment of goodwill (continued)

As at 30 June 2023, management reassessed the
recoverable amount of all CGUs and engaged an
independent valuer to conduct impairment tests for
the CGU of RTL and the CGU of Jiahao. Based on the
assessment results, except for the CGU of Yancheng City
Chunzhu Aroma Co., Ltd (“Yancheng Chunzhu”) and
the CGU of Jiangxi Xianghai Biological Technology Co.,
Ltd (“Jiangxi Xianghai”), the VIU results of the remaining
CGUs were assessed to be in excess of their carrying
amounts, and the Group considered that there was no
additional impairment of goodwill. Because of the slow
recovery of the global economy after the pandemic
and the decline in the demand for aroma raw material
products in both domestic and overseas markets, and
at the same time, the price drop of aroma raw material
products due to fierce competition and increased tariff
for exports, our competitive edge in the international
market has been weakened and profit margins were
squeezed. As a result, the performance of the CGU of
Yancheng Chunzhu and the CGU of Jiangxi Xianghai,
under the Group’s aroma raw materials segment,
were directly affected. For the six months ended 30
June 2023, the sales revenue of the CGU of Yancheng
Chunzhu and the CGU of Jiangxi Xianghai decreased by
47.8% and 16.4% year-on-year respectively, and there
were signs of impairment of goodwill. On 30 June 2023,
the management conducted an impairment test on the
CGU of Yancheng Chunzhu and the CGU of Jiangxi
Xianghai and based on the results of the test, the CGU
of Yancheng Chunzhu and the CGU of Jiangxi Xianghai
recognised impairment of goodwill of approximately
RMB8&,995,000 and RMB5,952,000, respectively.

The VIU calculations were based on pre-tax cash
flow projections from financial budgets prepared by
management covering a five-year period. Cash flows
beyond the five-year period are extrapolated using the
estimated terminal growth rates below. The terminal
growth rate does not exceed the long-term average
growth rate for the businesses in which the CGU
operates. The discount rates used are pre-tax and
reflect specific risks relating to the relevant segments or
entities as below. Management determined budgeted
gross margin based on past performance and their
expectations for the market development.

Interim Report 2023 F 8 3R &

S BE 4R & o 5 B 7 & B B & )

(Br=BHEAEIN -

A AARE T TIIR)

7. ME BERREREFLEE (H)

(a)

BEREE (&)

M2023%F6A30H r BB E B X
T BCGUs AT Ut B & 28 + W0 B2
BB M ABEEECGUEE
SCGUHE 1T R BRI E » 1R & .&1.%
R BRTEETENERERA
((E%tﬁ%’rﬂ)ceu%ui@éii%

BMEBERQR(HIEEE]) CGUI

ECGUsHVIUE R 5Tt BB @
HEEREEE AEBERABTEFEING
BRE -BREE  2REERE
EE BEAITEHERHERN
ERTE - RAE BRBFEI
ERMERER TR L0 H5HEEEE
TRy BRIETHEBERFEDR B
BETHBEBE[ BRAEEEFTRM
REEHE T M BN EFEMCGUM T &
BCGURNEBEEXI M -EZE
2023F6A308 I NE A - B &
ICGURT 8 & /BCGUR 5 & I A
Rt R R T47.8%H16.4% »
EEYETRENR - R2023F6
A308 - BEEEHBENEMNCGURNM
T EBCQUETTRE AR - BIE
B ER BHEMNCGUIITI AR
BCGUA RIEREEBRENARE
8,995,000t & A R#5,952,0007T °

VIURERE R E B &1 F 75
BEMBAZHARSRESNE -
BAAFHNREREXAATH

A KBEFIERREZHELR - ZKE
FREXRTGHBBCGUZ X 5

LENRAFHERR AR
REXSUAMMBEREXRIRREGRHE
BBk AR 2% E BRI 5 R a0
T-EEERBEBENEENREY
mHERNERBERG;ENE -
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Notes to the Condensed Consolidated
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7.

PROPERTY, PLANT AND EQUIPMENT AND
INTANGIBLE ASSETS (continued)

Interim Report 2023 1 #iR &

S BE 4R & o 5 B 7 & B B & )

(BAAEREI  FASEIAARETFLIIR)
7. Mx - HEBERIBERELEE (H)

(a) Impairment of goodwill (continued) () BERE(E)
The key assumptions used for VIU calculations are as SFEVIUMBERBRRANROT
follows:
As at 30 June 2023 As at 31 December 2022
R2023%6A30F R20005F128318
Others Others
(including (including
Flavours Shanghai Flavours Shanghai
Subgroup RTL Jiahao Yifang) Subgroup RTL Jiahao Yifang
4] )
3 BEGE 5 (BELEZR) Bk BEEE g% (BELAZ))
foecest growthrate.— BEHERE  A10%-00%  -37%-356%  T8%-207% -363%-847% -140%-00% 60%-201%  T8%-127% -27.2%-82.4%
Terminal growthrate A EEREE 0.0% 30% 30%  00%3.0% 0.0% 30% 30%  00%-3.0%
Budgeted gross BiEA%
profit margin 82.6% 47.3%-50.7% 53.7%-~55.1%  8.4%-44.9% 82.6% 51.9%~549%  53.7%~55.6%  13.4%~44.9%
Pretaxdiscountrate FATHHE 14.4% 18.1% 154%  15.3%-20.0% 14.6% 19.0% 15.9%  15.0%-19.8%

The recoverable amounts and the headrooms available
(the excess of the recoverable amounts over the carrying
amounts) of the CGU of Flavours Subgroup, CGU of RTL
and CGU of Jiahao are as follows:

EREBHCGU - BEEZEMNCGU
MEZHCGUZ A U [Bl & 58 K& TR
B (AT E S ERBRREEDSS)
FIRET

As at 30 June 2023 As at 31 December 2022
A2023F6H30H M2022412A31H
Flavours Flavours
Subgroup RTL Jiahao Subgroup RTL Jiahao
R BEEE ER i BEEE BR
Recoverable amount AU [e] & 58 6,651,013 1,038,301 3,189,737 8,643,717 910,991 3,065,913
Headroom NHEZEH 1,572,338 98,036 244,794 3,564,620 - -

The recoverable amount of the CGU of Flavours
Subgroup, CGU of RTL and CGU of Jiahao would equal
its carrying amount if the key assumptions were to
change as follows:

FHRBEREENT  BREBH
CGUM A &% BEEER
CGUHEY AT W Bl & 5B F1 52 Z WICGUHY
AYEEEGERNEREE

30 June 2023 31 December 2022
H03E63308 DL
Flavours Subgroup R1L Jiahao Favours Subgroup L Jhao
B AgRg EH 2 ke L
From To From To from To From To Fom To From To
: H # E ] H ] E ] E B
Forecast qrowth rate.~ BstERE A10%-00%  -D0%-615%  -37%-356%  -60%-333%  T%T%  56%-205%  -A0%-00% -107.0%~1218% NA NA NA NA
Termingl growth rate* £ NA NA 30% 10% 3% 18% NA A NA NA NA NA
Budgeted gross Bz
profit margin 826% 55.0%  413%-507%  MS%-419%  SBT%-551%  512%-526% 826% 38.5% NA NA NA NA
Prefaxdicount e H3IAEE 144% 6% 18.1% 193% 15.4% 16.6% 146% £5.6% NA M NA A
* The management have considered and assessed * EEEBERKERENIEHKEFER

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.

EMABEAREY TEERA
BRI BE B BB EBHHCGU
MEREEBREAT RO S -
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Notes to the Condensed Consolidated
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(All amounts in RMB thousands unless otherwise stated)

8.

INVESTMENTS IN ASSOCIATES

The Group has interests in seven (31 December 2022: ten)
individually immaterial associates as at 30 June 2023. The
following table analyses the movements of the carrying
amount of the Group’s investments in these associates and its
share of results of these associates.

An analysis of the movements of equity investments in
associates is as follows:

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

8. MEBZELATAZRE
M2023F6A30H ' AEBE R @ (2022
F12A8318 « + @) I 3@ Bl &= K A B &
PR TROMAEBERZE
BERNRIREZRAEAEE S & HELZ

FHERNBINERE -

REBERARNERREEHOTMT

Unaudited
REEZ
For the
six months
ended
30 June 2023
BZ2023%F
6H30H
M5 IEXEA
At 1 January ®1A18 691,748
Provision for impairment relating to the KWEBRNNBEEIEBER AR
investment in Junjieshang Network AWM 2 REEE
Technology Co., Ltd (“Junjieshang”) 18 (22,291)
Due to the loss of significant influence over FE&kEHENENEAZE N MG
Junjieshang, the fair value of investment HEEREZRAABEEL T
in Junjieshang was transferred out to ARhEEFEAEHESH T AEM
financial assets at FVOCI ZHRENEHEE (ii) (179,391)
Disposal of Yunnan Ruisheng Tobacco BEEmnAEE R (£E)
Technology Group Co., Ltd. (“Yunnan BRAR ([EEHEH])
Ruisheng”) (48,771)
Disposal of Shenzhen Ruili Technology Co., & FIJITHERIEER A A
Ltd. (“Shenzhen Ruili”) (IERYISHEED) (3,100)
Share of results of associates i NE (7,502)
Dividends received B B (3,088)
Exchange difference EHER 625
At 30 June M6H30H 428,230
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(a)

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

8. INVESTMENTS IN ASSOCIATES (continued) 8. REERTZRE(H)
As at 30 June 2023, the Group had interests in the R2023F6H308 AEBMKMUT
following associates: B NBEAED
% of
Place of ownership
Name incorporation Interests  Principal activities
FrisfEs

=x =F 1 B 3L it 26 Botk FEEK

Guizhou Huangguoshu Golden PRC 40.00%  Produce and sell RTL
Leaf Technology Co., Ltd.

("Huangguoshu Golden
Leaf”)

EMNEREEEREARAA] a3 EENMHERERE
(TERESE])

Yunnan Hongta Blue Eagle PRC 25.10%  Manufacture and sales of cigarette
Paper Co., Ltd. paper and auxiliary products
("Hongta Blue Eagle”) (i)

EHAREBRERRAA )l SEMEEBERAREE @

(AT BERE]) ()

Yunnan Nongkan Gaoyuan PRC 30.00%  Purchase and sale of agricultural
Food Co. Ltd. products, coffee and tea raw

materials

EHRBRSRAEMmARAA a3 RIERHEREED  WBER

Xiamen Fengtao Ceramics Co., PRC 13.04% Manufacture special ceramic products,
Ltd. (“Xiamen Fengtao”) (i) special machinery for water resources

and special equipment for
environmental protection

EFESEREFR AR B GEREEERD KERZAEW
(TEPED ) MIRIRERRE

Broad Far (Hong Kong) Limited Hong Kong 21.06% Research, develop, produce and sale of
and its subsidiaries (“Broad heat-not-burn tobacco products
Far Group”)

HE(HEB)ERAA R B e AEMEENMATREZE
HIfE AR ((EEEE]) 7

Yingtan Dongwu Technology PRC 35.00% Produce and sell household chemical
Co. Ltd. ("Yingtan products
Dongwu")

BERBRBREREERA Y HEERHEBRICEER
(TEERFE])

Hunan Jiapinjiawei Technology PRC 40.57% Research, develop, produce and sell
Development Group Co., health food and biological products
Ltd. (“Hunan Jiapinjiawei”)

MEEEmERERERSE H B e AEREHERERMEEY

B AR A ([#7 5=m
=)

Hm
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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 (continued)

(@ As at 30 June 2023, the Group had interests in the
following associates: (continued)

(i)

(ii)

The Group has significant influence over these
companies by representations on its board of
directors.

As one of the common directors at the subsidiary
level retired as a director of the subsidiary on
30 April 2023, the Group lost its influence over
Junjieshang. The Group engaged an independent
valuer to carry out a fair value assessment of the
equity investment in Junjieshang as at 30 April
2023 in accordance with the relevant accounting
standards. Based on the results of the valuer’s
assessment, an impairment of investment of
RMB22,291,000 was recognised in respect of the
difference between the fair value and the carrying
amount of the equity investment in Junjieshang as
at 30 April 2023, and the fair value of the equity
investment in Junjieshang of RMB179,391,000
was transferred to “Financial assets at FVOCI".
Please refer to the “Management’s Discussion and
Analysis” in the Interim Report for the background
of the impairment of investment in Junjieshang,
the methodology, key assumptions and basis used
for the impairment test.

These associates are private entities with no quoted
prices in the open market.

INVESTMENTS IN JOINTLY CONTROLLED

ENTITIES

The Group has interests in two (31 December 2022: two)
immaterial joint ventures as at 30 June 2023. The following
table analyses the movement of the carrying amount of the
Group’s investments in these jointly controlled entities and its
share of results of these jointly controlled entities and its share
of results of these jointly controlled entities.

Interim Report 2023 F 8 3R &

S BE 4R & o 5 B 7 & B B & )

(B =B HEAEIN

8.

A SEEAARETTIIR)

REBEQAT2BRE (&)
M2023F6 8308 REBRMU T

(a)

0 S T

(i)

(i)

(&)

AEEBEERATMNESEF
ZEEF HUFRAABEKN
%Vl

HRENBAREEMN — &
[ E $£ 02023548308 R E
MEBARKNES Hifm&EZRK
EEAEHBERNNOTES -
AEBRBEHBHSEER -
EE 7B YA GHMEBAmE
2023F4A30H M I R & #
TAREEFNG  REBEFTEE
T mER  WEAMBRER
B R2023F4A30BH AR B
EEHIEMSENEZEERR
AR #22,291,0007T 9 #% & &
B TIREAMBREREND
A EBEARK179,391,0007C
BHELAREAEFEA8E
BEFAEME2ERFZNE R
BE] BARBAMKERE
VE S REANSMEANS
o BERBRNEE . FSH
KPR EP 2 [EEEN®
Mol e

HEBRERRSLAERE AER
FMISHRE -

REARZEHER 2REAE

7R2023F6H30H * NEE MR E (2022
F12A318 : WME) WIEMEAIE XA HEE

22 il

= gdl
B =

i A
ZEH

KREEAE

HEEm  TRAOMAKER

FEh EmE R &2 REES

S ELFEGEE 2 EE -
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Notes to the Condensed Consolidated BRSSP HBEER M E @
Interim Financial Information (cont'd)
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9.

(BRABEAEIN  AESBHUAARETTIIR)

INVESTMENTS IN JOINTLY CONTROLLED 9. RHEBEZEFER2KRE (E)
ENTITIES (continued)
An analysis of the movements of equity investments in jointly REREHTENRSIRESEEH oMW T :

controlled entities is as follows:

Unaudited
REEX
For the
six months
ended
30 June 2023
B ZE2023F
6H30H
WEREA
At 1 January ®1A1A8 19,802
Share of results of jointly controlled entities FEMEFRIEHI E RS 746
At 30 June A6H30H 20,548
(@ As at 30 June 2023, the Group had interests in the (a) M2023F6H308 KEBRUT
following jointly controlled entities: KRS LR R
% of
Place of ownership
Name incorporation Interests  Principal activities
FrisfEs
=r =E AR 3L 3t B Bk FEEHR
Wuxi Jintou Huikai Emerging PRC 40.00%  Equity investment, investment
Industry Venture Capital management, asset management and
Fund Partnership (Limited other activities
Partnership)
BHSREFAMBEERAIZE 1 [ 40.00% MBERE REEENREEEEEFED
REEZSABEE (AR
a#%)
Shanghai Miou Food PRC 20.00%  Purchase and sale of agricultural
Technology Co., Ltd products
("Shanghai Miou”)
FERBRARMZAERAA B 20.00% HERHFEERAREM
(T &K EB1)
The above entities are accounted for as jointly controlled BE(RARIER) L TEEAR
entities of the Group, whereby the Group and the EFEMNEEEHEEARE KAEFH
counterparty have joint control and rights to the net B SR FUHZLTHENFEEAR
assets of the arrangement, pursuant to Article of I [A) 452 I RE R o
Association.
These jointly controlled entities are private entities with I 55 4 E) “g.i AN AT I

no quoted prices in the open market. EmOAFTERE
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Notes to the Condensed Consolidated
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(All amounts in RMB thousands unless otherwise stated)

10. DEFERRED INCOME TAX ASSETS/LIABILITIES

The movements in the deferred income tax are as follows:

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

10. BEFEHAE BE
BIEFSHEBHMT -

Unaudited
REBEH
Deferred income tax assets Deferred income tax liabilities
BRFEHEE ERfEHER
Withholding
income tax
on dividends
Valuation  expected to
Unrealised surplus of e remitted
profits assetsand  from group
arising from recognition entities
intra-group  Recoverable of intangible incorporated
Note sales tax loss Others Total assets  inthe PRC Total
EER
EER fL R
NAHBE LR
FEEH BETME REELN
| £8 BHREY  ROfREL
i AERBN  TERER -0 B HENER 2BRESH @
At 1 January 2022 R202251R18 83,484 50,260 33,798 167,542 136,558 12,892 149,450
Acquisition of equity interestin -~ Yi# EEZ 5 2
Shanghai Yifang g - - 3,448 3,448 13,054 - 13,054
Disposal of Xinjiang Huabao ~ REHEEE - - (509) (509) - - -
Recognised in the income RERREA
statement 20 (2,405) 3,072 (8,229) (7,562) (13,24) (10,009) (23,233)
Gross amount at 30 June 2022 2022564308
&y 81,079 53,332 28,508 162,919 136,388 2,883 139,271
Set-off of deferred income tax BB 2 EEF
assets/liabilities HEE/a& (8,133) (8,133)
At 30 June 2022 #2022£6830A 154,786 131,138
Gross amount at 1 January ~ #2023F1A1A
2023 &g 84,258 50,189 32,391 166,838 139,682 - 139,682
Set-off of deferred income tax BB 2 EXLF &
assets/liabilities HEE/BE (14,318) (14,314)
At 1 January 2023 R202351818 152,524 125,368
Gross amount at R202351818
1 January 2023 g 84,258 50,189 32,391 166,838 139,682 - 139,682
Recognised in the income RERRER
statement 20 (7,785) 1,094 (2,338) (9,029) (6,033) - (6,033)
Recognised in other REMHZENESD
comprehensive income B - - 548 548 - - -
Gross amount at 30 June 2023 2023564308
ag 16,473 51,283 30,601 158,357 133,649 - 133,649
Set-off of deferred income tax 1B B 2 EXLFT &
assetsfliabilites WEE/gf (13,492) (13,492)
At 30 June 2023 R2023%6830 144,865 120,157

As at 30 June 2023, deferred income tax liabilities of
RMB220,042,000 (31 December 2022: RMB226,563,000)
have not been recognised for the withholding tax that would
otherwise be payable on the undistributed profits of certain
PRC subsidiaries.

M2023F6H30H REBIT AFHE T
BEAEWNEBEAR Z KD REFAIEESE
MERFEHERELHAEHABAR
#220,042,0007T (2022912 A31H : A
R #226,563,0007T) °
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Interim Financial Information (conta)
(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
11. TRADE AND OTHER RECEIVABLES 11. ESZREMEWRRE
As at As at
30 June 31 December
2023 2022
720234 20224
6H30H 12H31H
Note Unaudited Audited
B 2 ABERZ I
Trade receivables B 5 W IR (a) 695,486 1,038,189
Less: provision for impairment of BB S EREIERERE
trade receivables (31,394) (27,704)
Trade receivables — net B 5 W EIE — F 58 664,092 1,010,485
Notes receivable e E i 46,948 27,574
Prepayments and other receivables &5 k38 K H i g U 7 I8 263,933 228,234
Advances to staff ETHR 5,549 2,532
Others Hib 1,392 1,318
Less: provision for impairment of SR L th FE ALK TE Rk (B B
other receivables (5,822) (27,965)
976,092 1,242,178
Except for prepayments of RMB44,715,000 (31 December BrIBfBR ;X AR #44,715,0007T (20224
2022: RMB62,427,000), trade and other receivables are 12A318 : AR #62,427,0007T) 4h - &
financial assets categorised as “financial assets measured at ShREMERZRDESREEHRDEATIA
amortised cost”. All trade and other receivables are either HBEKATENLSREE] -FIEBS R

repayable within one year or on demand. Hip a8 Ty —E RN B A SE -
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(All amounts in RMB thousands unless otherwise stated)

11. TRADE AND OTHER RECEIVABLES (continued)
(@  The credit period generally granted to customers ranges
from 0 to 180 days. At 30 June 2023 and 31 December
2022, the ageing analysis of the trade receivables
(including amounts due from related parties which

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

1. EZREMEWRIE (&)
(@) BTEFPHEEH—MKA/0E180
H o M2023%F6 8308 %2022412
A318 - EZEWKFKIE (RIE@E 5
MEZRIWZKE) BREZZEHN

are trade in nature) based on the invoice dates was as R DT :
follows:

As at As at
30 June 31 December
2023 2022
20235 720224
6H30H 12HA31H
Unaudited Audited
RCER Lz
0 - 90 days 0%90H 433,615 764,775
91 — 180 days 912 180H 86,581 112,752
181 — 360 days 181%360H 67,441 59,268
Over 360 days 360H A £ 107,849 101,394
695,486 1,038,189

The Group applies the simplified approach to provide
for expected credit losses prescribed by HKFRS 9.
As at 30 June 2023, a provision for impairment of
RMB31,394,000 was made against the gross amounts of
trade receivables (31 December 2022: RMB27,704,000).

AEBERABLEAEZLRERS
B 75 3R &5 B ZBo5k AT 48 E st IR T8
H{ZEEE - ®2023F6A30H -
EHESRWREBLARIEL AR
31,394,0007T 2 & 18 & & (722022
F12H318 : AR®27,704,000

JT) °
12. SHARE CAPITAL 12. BB
Unaudited
REBEZ
Number
of shares Share capital
B EE A& 7
RMB’'000
AREET T
Ordinary shares, issued and fully paid: TR EEITRER
At 31 December 2022, 1 January 2023 72022128318 » 2023F
and 30 June 2023 18108 %2023%6 8308 3,229,926,876 328,619
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13. SHARE-BASED PAYMENT
(@) Employee share scheme

On 1 December 2020, shares of Guangdong Jiahao
Foodstuff Co., Ltd. (“Guangdong Jiahao"), a subsidiary
of the Group, were granted to 80 eligible employees
(the “Grantees”) of Guangdong Jiahao and its subsidiary
(the "Employee Share Plan”). Four limited partnerships
controlled by the Group were incorporated in the PRC
under the Law of the People’s Republic of China on
Partnerships as a vehicle to hold the ordinary shares for
the Grantees under the Employee Share Plan. Under
this plan, approximately 1.98% equity interest in
Guangdong Jiahao was granted to the Grantees through
their interests in the four limited partnerships with
consideration of approximately RMB46,496,000 and will
be vested if certain services conditions are met.

As at 30 June 2023, approximately 1.98% equity interest
in Guangdong Jiahao was granted to 74 Grantees under
the Employee Share Plan.

The amounts of share-based compensation recognised
as expenses with a corresponding credit to reserves
of the Group for the six months ended 30 June 2023
was RMB 1,899,000 (six months ended 30 June 2022:
RMB2,740,000).

(b) Expenses arising from share-based payment
transactions

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

13. ROAEBRN XS
(a) EEBERESS
MR2020F1281H  EBEREZ8E M
ERAR(ERER]) A5 H
ZHBAR BRFOBERZZR
HWBRARMAEREE ([HZT
A EBEEEZHRG ([1EEBKR#E
FE] - BEBE(EERESE) - T
FHAEEZEHNEREZE(REA
REAEMBAEBECEE) EFE M
RIMEREGELE SEAERE
FAFEBERBRNFRTSE - BRI
ZarEl  HETFTABRBEAENRA
RMABLENEIER T41.98%
EREZHRE RENAARE
46,496,0007T ; M A& # # € &% B W0
R R IR A A o

720236 308 £ 1 8 IR #E 5+ &l
T 742 HE T AER T 41.98%
EREXAAE -

HZE2023F6A30H 1F/58 A M
AEBEBUARDAEROHNS ER
BYXH WHEFAREZESES
AR #1,899,0007T ° (B 220224
6 H30B EXER : AR¥2,740,000
JL) °

(b) UROBRERNINEELEZER

Unaudited
REER
For the six months ended
30 June
HZEZ6H30H LA
2023 2022
2023%F 20224
Employee share scheme B E BT 1,899 2,740
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Interim Report 2023 # #i3R &

B4R S I B B B B B R om0

(BRABEAEIN  AESBHUAARETTIIR)

14. RESERVES 14. R
Unaudited
AEEK
Capital ~ Share-based Currency
Contributed Merger Share Capital  redemption compensation translation Statutory Other
surplus reserve premium reserve reserve reserve reserve Reserve reserves Total
HRfRER
EaEs CUit{ ] ROGE  EARE EARERGE OMeHE EBRERG Rk Rl @it
At 1 January 2022 R2022£1818 296,853 (628,438) 2,183,766 2411 4,760 6,283 92,638 821,508 1,607,738 4387519
Appropriations from net profit B FIER - - - - - - - (4,682) - (4,682)
Share-based payment- value of ~ RIABEB SR -
employee services EERKER - - - = = 2740 - = = 2740
Additional investment in a BMNEERERE
non-wholly-owned subsidiary ~ HEZA7 - - - - - - - - (6,530 (6,530
Put option liability arising from ~ ¥EAHELZ
business combination DEHEAE = = = = = = = = (124515) (124,515)
Dilution of investmentinan ~ REEAFZREH
associate RERE = = = = = = = = 25,755 25,75
Currency translation differences  SHAEEE - - - - - - 42,616 - - 42,616
At 30 June 2022 R2022568308 296,853 (628,438) 2,183,766 2411 4,760 9,023 135,254 816,826 1,502,448 4,322,903
At 1 January 2023 R203£1818 296,853 (628,438) 2,183,766 241 4,760 9,99 190,154 843,031 1,417,921 4,380,460
Fair value changes of financial A4 BEFEAE
assets at FVOC, net of tax FRTARMRE
W eREEY
RRGNALERD - - - - - - - - (3,10) (3,104)
Appropriations from net profit B &FIE - - - - - - - 1,201 - 1,201
Share-based payment - value of ~ RIA BEE SR [
employee services -EERBER - - - - - 1,884 - - - 1,884
Currency translation diferences &% #E£5 - - - - - - 52,144 - - 52,144
At 30 June 2023 R2023%6A30R 296,853 (628,438) 2,183,766 2411 4,760 11,880 242,298 844,232 1,474,823 4,432,585
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Huabao International Holdings Limited ZHERZRAR DA Interim Report 2023  Hi{ &

Notes to the Condensed Consolidated BHSEEDHMBEELR M @
Interim Financial Information (cont'd)
(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
15. PUT OPTION LIABILITY 15. RAALHEEE
As at As at
30 June 31 December
2023 2022
R2023F MR20224F
6830H 12A318
Unaudited Audited
KRR LES
Present value of liability in relation to BF— B AR AR AL B A

a put option granted to non-controlling ohHEEEN B ERE

shareholder of a subsidiary

139,457 131,836

According to the “Equity Transfer Agreement in respect
of Shanghai Yifang”, the non-controlling shareholders of
Shanghai Yifang after Huabao Flavours & Fragrances Co., Ltd.
("Huabao Flavours”)’'s above acquisition, shall have the right
to request Huabao Flavours to further acquire non-controlling
shareholders’ equity interests in Shanghai Yifang when
certain conditions are met. The further acquisition price
was determined by making reference to the net profit to be
generated by Shanghai Yifang in future periods. Accordingly,
the put option liability was initially recognised at present value
of redemption amount of approximately RMB119,887,000
by the Huabao Flavours with reference to the present value
of the estimated future cash outflows under the put option
arrangement and was accreted to redemption amount of
approximately RMB139,457,000 as at 30 June 2023. For the
six months ended June 30, 2023, the increase in put option
liabilities amounted to approximately RMB7,621,000 and has
been recognised in financial expenses.

BE(EBZ TR EEERRE) =8B
BEERHERAA (EERM]) KX L
Mm% EBZE AR IEIERARE F #
EmE—THREBSEREETR G E —
SHEEEITEBRBRRE LSBT RE-
HE—FTHEEBRDNIZ2ELEEZLZFIREAKRK
HE/FF BT Bt RVGEES
BT HRALERSE 2HENARK
119,887,0007T * THEBRMHLXZRMA
HELTHETHEAAKRRESRHMIEBME-
MmiEE £ REMN2023F6 A30BE I INE4L
AR #139,457,0007T © & £2023%6 A
30BIEANEA RGHESGEMEE
HARET,621,000t W EERRY KB
A -



Huabao International Holdings Limited ZEHE R IERER AT

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

Interim Report 2023 F 8 3R &

S BE 4R & o 5 B 7 & B B & )

(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
16. BORROWINGS 16. X
As at As at
30 June 31 December
2023 2022
12023 20224
6H30H 12H31H
Note Unaudited Audited
B 5 REEEZ Lz
Non-current B
Long-term bank borrowings RHERITER
- Secured bank borrowings — BT ER (a) 15,000 15,000
Less: current portion B m B ER G - (15,000)
15,000 =
Current E
Short-term bank borrowings FEERITE R
- Secured bank borrowings — BIRWEBEITER (a) - 50,000
— Unsecured bank borrowings — BmIRWERITER (b) 451,850 612,700
Current portion of non-current JEREBEBETN 2RI
liabilities
- Secured bank borrowings — BIRWEBETER (a) - 15,000
451,850 677,700
Total borrowings HWER 466,850 677,700

(a)

The Group’s secured bank borrowings as at 30
June 2023 of RMB15,000,000 (31 December 2022:
RMB65,000,000) were repayable within two years (31
December 2022: repayable within one year) and secured
by certain right-of-use assets of Shanghai Yifang with
carrying amount of approximately RMB10,931,000
(31 December 2022: secured by certain buildings and
right-of-use assets of Shanghai Yifang with total carrying
amount of approximately RMB17,662,000). For the six
months ended 30 June 2023, the average interest rate
was 4.1% (six months ended 30 June 2022: 4.4%) per
annum.

The Group's unsecured bank borrowings are repayable
within one year. For the six months ended 30 June 2023,
the average interest rate was 2.9% (six months ended 30
June 2022: 3.2%) per annum.

MR2023F6A30H A& Bz B K
BIRITER A ARYK15,000,000
7t (2022F12A31H: AR¥
65,000,0007T) ' ZEXRERMFE R
B8 (2022F12HA318 : —F RN E
B) WA EEXEFEEENABAR
#10,931,000cM A TEAEEE
E4K 8 (20224F12 8318 © W EF
ZHEEEBELNARARM17,662,000
THETYUERFERAEEEER
) o B 202368308 1k~ A
A ZERFHFBE AT FI4IE
(B E2022%F6A308 E/<18A : 4.4
[E) o

AEBEBZEBERBETERER —F
WEIEREE - 80 =2023F 6 H30H
WERNER ZERFEAFNB AT
29E (B &=2022946H30H IF /N @
A :32E) -
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Huabao International Holdings Limited ZEEMRZKRER AT

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

(All amounts in RMB thousands unless otherwise stated)

16.

17.

BORROWINGS (continued)

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

Interest expense on bank borrowings for the six months ended
30 June 2023 amounted to approximately RMB7,377,000 (six
months ended 30 June 2022: RMB10,760,000). No interest
expense was capitalised during the six months ended 30 June
2023 and 2022.

Interim Report 2023 1 #iR &

S BE 4R & o 5 B 7 & B B & )

(Br=BHEAEIN -

16.

A AARE T TIIR)

B (#)
ERTDemBERD BRIZHHK A
EMERERE] -

H E2023F6A30B It AAAWMRITE
RABHRAZTHABEARYT7,377,0007T (H
£2022F6A30HIEAEA : AR
10,760,0007T) ° & £20234F F120224F6
A30BIEAMEATEMEREAL -

TRADE AND OTHER PAYABLES 17. EZREMESRE
As at As at
30 June 31 December
2023 2022
720235 720224
6H30H 12H31H
Note Unaudited Audited
s RER eEZ
Trade payables B 5N IR (a) 249,846 277,249
Notes payable AN 5,000 -
Wages payable BNIE 67,940 97,021
Other taxes payable E (S R 18 45,923 98,107
Accruals for expenses st X 9,069 9,677
Other payables H A FE A SR8 185,448 240,481

Deferred income from government BT 85 2 & 2 IR FE Y A

grants 11,605 11,763
574,831 734,298

Except for other taxes payable of RMB45,923,000 (31
December 2022: RMB98,107,000), wages payable of
RMB67,940,000 (31 December 2022: RMB97,021,000) and
deferred income from government grants of RMB11,605,000
(31 December 2022: RMB11,763,000), trade and other
payables are financial liabilities categorised under “financial
liabilities measured at amortised cost”.

Br H fib J& 7T 8 s A R #45,923,0007T
(20224128318 : AR #98,107,000
L) BN IEAR®67,940,000T
(2022%12A31H : AR #¥97,021,000
) MBF MBI EE ZEERAARE
11,605,0007C (2022412 A31H : AR
11,763,0007T) 4) + B 5 & E th f& 1 3k T)
CRIEBERIDBEAIZBERATENS
BaE] -



Huabao International Holdings Limited ZEEERERA 7

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

(All amounts in RMB thousands unless otherwise stated)

17. TRADE AND OTHER PAYABLES (continued)

The non-current and current portion of trade and other

Interim Report 2023 # #i3R &

A AR & A B 35 B R A

(BRABEAEIN  AESBHUAARETTIIR)

17. EZ R HE RN KE (R)

B REMENRNIERE LIRS M

payables was as follows: mr
As at As at
30 June 31 December
2023 2022
2023%F R20224F
6H30H 12A31H
Unaudited Audited
RBERK Kz
Non-current IERE 11,605 12,163
Current mE 563,226 722,135
574,831 734,298

(@ As at 30 June 2023 and 31 December 2022, the ageing
analysis of the trade payables (including amounts due to
related parties which are trade in nature) based on the

(a) M2023%6A30H KX20225F12H31
A BSEMNNRE(BEEBETNE
SEMNFE) RIEZZE HORE

invoice dates was as follows: ST
As at As at
30 June 31 December
2023 2022
20235 R20224F
6H30H 12A31H
Unaudited Audited
REBEZ e
0 - 90 days 0%290H 220,603 245,146
91 — 180 days 91£180H 12,375 9,721
181 — 360 days 181%£360H 2,604 5,113
Over 360 days 3608 A 14,264 17,269
249,846 277,249
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

S BE 4R & o 5 B 7 & B B & )

(All amounts in RMB thousands unless otherwise stated)

(BRABEAEIN  AESBHUAARETTIIR)

18. OTHER INCOME AND OTHER GAINS — NET 18. HW AR EMz=—F5

Unaudited
REEEX
For the six months ended
30 June
BZ6HA30RL<EA
2023 2022
2023 20224
Changes in fair value of financial assets at LA A R BETEH A&
FVPL AAERNEREEN
NRBEES 14,072 21,025
Dividend income from financial UWARnEBEFTEEEES
assets at FVPL FABERNEREERN
PR B A 1,918 344
Gains on disposal of financial HEUAREEFEZEEH
assets at FVPL FH AR eMEEN
Wzt - 11,646
Loss on disposal of associates HEE QA KB (3.442) =
Provision for impairment relating to the & & 87N 14 2 BB B &
investment in Junjiesheng (22,291) =
Gain on disposal of a subsidiary LEMEBAQ Rz W - 6,433
Government grants BT 2 Bh 91,953 89,252
Currency exchange gain/(loss) — net BHSTE H e (&18)
— FH 1,102 (3,373)
Net gain/(losses) on disposal of HEYE - HEENERE KR
property, plant and equipment BRAEZFNE/(EE)
and intangible assets 3,589 (293)
Change in fair value of previously LARTRA HEE G EE 2
held interest in a jointly controlled LN ENGIE S
entity upon acquisition as a subsidiary AREE - (24,083)
Others HAh 2,579 (724)

89,480 100,227




Huabao International Holdings Limited B EFRZKRAR AT Interim Report 2023 F K &

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

(All amounts in RMB thousands unless otherwise stated)

19. EXPENSES BY NATURE

Expenses included in cost of goods sold, selling and marketing
expenses and administrative expenses are analysed according
to their nature (with the exception of “R&D expenses” which
are shown as a single item and analysed according to their
nature in Note (a) below) as follows:

S BE 4R & o 5 B 7 & B B & )

(BRABEAEIN  AESBHUAARETTIIR)

19. BMEE D EHNAX
ERBREEXRS HERTSHERR
XRTHRER  WARBEEMEE (B E@Q)
BRUEERERI R FHAEM] I
BEAXHEANEERERARRERD
TB)OMWT

Unaudited
RER
For the six months ended
30 June
HZ6H30H LA

Note 2023 2022
Bt = 20234 20224
Depreciation e 6 92,992 98,456
Amortisation bciigs] 6 50,302 47,852
Employee benefit expenses EERAMAX 309,362 308,506
R&D expenses ERAX (a) 116,321 110,663
Short-term lease rentals EHHEEES 11,211 6,278
Travelling expenses ZIRF X 13,105 6,816
Utility expenses NEFZBRAE 50,416 36,880
Delivery expenses B RS 16,025 20,369

(@) Depreciation, amortisation and employee benefit
expenses included in R&D expenses are set out below:

() WREXFRENTE BERIE
BEFBERIIRMT :

Unaudited
RIEEZ
For the six months ended
30 June
HZ6H30H LA

Note 2023 2022
Bt & 2023%F 20224F
Depreciation e 6 8,347 7,679
Amortisation 5y 6 3,559 2,874
Employee benefit expenses EERAFRX 72,108 60,231
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Huabao International Holdings Limited ZREKZERBIRA 7

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

Interim Report 2023 1 #iR &

S BE 4R & o 5 B 7 & B B & )

(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)
20. INCOME TAX EXPENSE 20. B8 ®
Unaudited
RBER
For the six months ended
30 June
BZ6H30R L <EA
Note 2023 2022
Bt = 2023%F 20224
Current income tax BN ER#H 18
— PRC corporate income tax — hEPERER (a) 83,269 120,340
- Hong Kong profits tax — BABMBEN (b) - 824
- Botswana company income tax — BREANDEMER (c) 1 143
— Germany company income tax — BB EFREH (d) - -
— Indonesia company income tax — EERAEEMEH (e) 119 3
Deferred income tax PRI FTISHE 10 2,996 (15,671)
86,385 105,639

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 2022: 16.5%) on
the estimated assessable profit for the year. Under the
current Hong Kong Inland Revenue Ordinance, with
effect from the Year of Assessment 2018/2019 onwards,
profits tax is payable at the rate of 8.25% on the first
HK$2,000,000 of the assessable profits of subsidiaries
located in Hong Kong and at the rate of 16.5% on the
portion of assessable profits in excess of HK$2,000,000.

Botswana company income tax has been provided at the
rate of 15.0% (six months ended 30 June 2022: 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 2022: 15.0%)
on the estimated assessable profit for the period.

Indonesia company income tax has been provided at the
rate of 22.0% (six months ended 30 June 2022: 22.0%)
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
2023 and 2022.

RE G EREAEEEREA
B £ 3 50 7 58 P9 £ 5 SR B2 LA
HE AR BR -

BEREMESHEANTFEGRTERMNA
AR & 16.5% (B =20229F6 A30
BiEREA - 16.5%) % - IBIER
TEBUBIEN - B2018/2019:%
REER URBEBEZHBAR®S
752,000,000 T FE FE 7 F) B 2 28
1£28.25% M T R 4 FI 1S 8 - i FE
LA B 38 B ¥2,000,0007T 2 2B
S RIIZ16.5% BB RN F S -

BREMECEMBSHRIZAHM MG
FTERTEF A EI5.0% (B =
20226 A308 LN A : 15.0%)
B -

BRI EE IR AR E G ER
BT AT E15.0% (B 202246
HA30B IE/XMEA : 15.0% ) B -

NERATCEXMEHIEAHAM
AR AR A E22.0% (B =
2022F6H30B L@ A :22.0%)
T o

N B NE 20234 K20224F6 A
308 IE/NE B B EE Rl A R
WEDRESERAMESREA  WER
Hah AR M FTS B E H B -
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S BE 4R & o 5 B 7 & B B & )

Interim Report 2023 F 8 3R &
Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

(BRBEEAEEIN MESEHUARET TR

21. BREF  (FE)

(All amounts in RMB thousands unless otherwise stated)

21. EARNINGS/(LOSS) PER SHARE

(a)

(b)

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 2023
and 2022.

(a) BEREZXEF (FH#E)

BREARAF (EE) TR & A 5
MARAREZFEAEARGRETN, (&
1B) B AE E20234F &202246A
30RIEANEABEEBETEBRDN
MEFHHEFE -

Unaudited
RER
For the six months ended
30 June
HZ6H30HLLAEA
2023 2022
20234 20224
Profit/(loss) attributable to equity FiN/NEIE: Es = PN )
holders of the Company aF,/ (EE) 153,970 (313,531)
Weighted average number of ordinary ~ B #7172 Zi@% 2
shares in issue (“000) EF9E (Fit) 3,229,927 3,229,927
Basic earnings/(loss) per share AP ERFEAEGER
attributable to equity holders of the EAXZEF| (E#E)
Company (RMB cents per share) (BRARKS) 4.77 (9.71)

Diluted earnings/(loss) per share

Diluted earnings/(loss) per share for the six months ended
30 June 2023 and 2022 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) SREBBERAN (BA)
H E£2023%2022F6A30H 1E /X @
ROERESRFN (BB BEK
EXEFR(EE)HER AAARQ
ARAEAMNEBEENEEMEEAN
BETEBRRK -
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Interim Report 2023 1 #iR &

Notes to the Condensed Consolidated BRSSP HBEER M E @
Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

(BRABEAEIN  AESBHUAARETTIIR)

22. DIVIDENDS 22. B2
Unaudited
RBEZ
For the six months ended
30 June
BZ6A30H LL&<fEA
2023 2022
2023F 20224
Paid special dividend of HK3.38 cents EEZ=2022%6 8308 Lt
per share for the six months ended ~E A 2 RIS
30 June 2022 A28 3,381 - 95,840
Proposed interim dividend of HK1.60 BORBE2023F6 H30H 1E
cents per share for the six months NEAZ R EREERKR
ended 30 June 2023 75 #51.601l 47,647 -
Proposed special dividend of HK1.90 ¥RE 22023F6 A308 1E
cents per share for the six months NE A 2 BRI’ EFR
ended 30 June 2023 5 #1.901 56,580 —
104,227 95,840
Special dividend of approximately HK$109,172,000 (equivalent H E20229F6 4308 1k~ A Z 5 BI %
to approximately RMB95,840,000) for the six months ended B #)78%109,172,000T (T AR
30 June 2022 was paid in October 2022. Special dividend of 95,840,0007T) B 72022F 108 S 1 -
approximately HK$164,726,000 (equivalent to approximately HE2022F12A831B EEE 285K
RMB148,866,000) for the year ended 31 December 2022 was B4 A ®164,726,0000T (& H AR

paid in June 2023.

148,866,0007C) B FA2023F6 A X1 -

As the interim and special dividend was declared after the HRPERERIRETITNEEREET R
balance sheet date, they have not been recognised as dividend It B AR B R FE RN 2023F6 A30H 2

payable as at 30 June 2023.

FERHAL B A -



Huabao International Holdings Limited ZEHERZERER AT Interim Report 2023 K &

Notes to the Condensed Consolidated GRS P B E R E @
Interim Financial Information (cont'q)
(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
23. CAPITAL COMMITMENTS 23. EXREE
Capital expenditures contracted for but not recognised as REBR/ " FREBENENRERLSBE
liabilities at the end of the period/year are as follows: MERMAXAT :
As at As at
30 June 31 December
2023 2022
20235 720224
6H30H 12H31H
Unaudited Audited
REEERX KEZ
Property, plant and equipment ME - R NERE 86,977 139,761
Intangible assets mpAE 13,027 23,878
Right-of-use assets EREEE - 4,760
Investment in a jointly controlled entity REAREHEE 2RE 28,000 28,000
Financial assets at FVPL RAREBEFEEZEH AERE
ZEREE 13,364 19,164

141,368 215,563
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Huabao International Holdings Limited Z®E K ZR AR AT  Interim Report 2023 FHIHR &

Notes to the Condensed Consolidated BRSSP HBEER M E @
Interim Financial Information (conta)
(All amounts in RMB thousands unless otherwise stated) (BRBEBEEN TESEHUARET TIIR)
24. RELATED PARTY TRANSACTIONS 24. BBER S
(a) Name and relationship with related parties () BB A ZBERBEE
Name Relationship
=X 22RES
Huangguoshu Golden Leaf An associate indirectly held by the Company
BEREEE AR B A HB S A A
Hongta Blue Eagle An associate indirectly held by the Company
AREE AN BRI A B H A A
Broad Far Group An associate indirectly held by the Company and an
entity controlled by the Company’s ultimate holder
LR R B BB S A R R A Rl &SRB AR
Z 7]
Yingtan Dongwu An associate indirectly held by the Company
EERE AR BRI A HB A A A
Hunan Jiapinjiawei An associate indirectly held by the Company
MEEmER RRREEFF AL QR
Shanghai Miou A jointly controlled entity indirectly held by the
Company
EERE RRRIEEFANREEZES B
Yingtan Weizhijia Food. Ltd. (“Weizhijia") An entity controlled by the Company’s ultimate holder

BERCRXRMERARLEMBAT (K2R  ARAKEFEAZEGZAA

(i)  The Group disposed of Yunnan Ruisheng, an (Y HEEBER2023F 2R EE™MIn
associate indirectly held by the Company, in H —ZREARREEFEEZ
February 2023 and since then it was no longer a BENR > QU TEREH S

related party.

(i) The Group disposed of Shenzhen Ruili, an associate (ii) R2023F6 A & & R Y8
indirectly held by the Company, in June 2023 and %E —ZFXEARAEEEEZ
since then it was no longer a related party. Bt nm o B TNEEEES -



Notes to the Condensed Consolidated

Huabao International Holdings Limited ZEEERERA 7

Interim Financial Information (cont'd)

(All amounts in RMB thousands unless otherwise stated)

24. RELATED PARTY TRANSACTIONS (continued)

(b) Transactions with related parties

(B RAEAE -
24. B RE R 5 (18)

Interim Report 2023 # #i3R &

A AR & A B 35 B R A

A AARE T TIIR)

(b) EHEABIHNXS

Unaudited
RBEZ
For the six months ended
30 June
B Z6H30H1EXEA
2023 2022
20235 20224
Sales of goods and services: HE B KRR -
— Huangguoshu Golden Leaf - BERHeE 1,184 2,096
- Yingtan Dongwu - EERFE - 799
— Hunan Jiapinjiawei — MEEmEK 216 140
— Broad Far Group - BEREHE 5,650 3,131
— Shanghai Miou — EBKE 1 -
7,051 6,166
Purchase of goods and services: BERDRRE -
— Huangguoshu Golden Leaf - BREEE - 102
- Yunnan Ruisheng — EFisFH 21 41
— Hunan Jiapinjiawei — HEmmER 125 14
- Broad Far Group — HEREH - 15
— Shanghai Miou — EAKE 422 -
— Weizhijia — RZR 310 -
878 172
Dividend income: REHA -
- Hongta Blue Eagle — 4IBEE 3,088 5,110
Sales of property, plant and equipment: & W2 SR H 1 -
— Hunan Jiapinjiawei — HEEmER - 44
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Notes to the Condensed Consolidated BHSEEDHMBEELR M @

Interim Financial Information (cont'd)

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

24. RELATED PARTY TRANSACTIONS (continued) 24. BBARZ (&)

(c) Balances with related parties (c) PBAEER &6k
As at As at
30 June 31 December
2023 2022
1202345 20224
6H30H 12A31H
Unaudited Audited
RIBEZ KEAZ
Balances due from related parties: JE Y BT 7 A 6 -
— Huangguoshu Golden Leaf - BRI E
— trade and other receivables — B 5 kAR 5,077 6,553
— Broad Far Group - BEEHE
— trade and other receivables — B 5 kEAMEY K 3,008 8,815
- Yunnan Ruisheng — EmnA
— other receivables (Note a(i)) — H b U R (M aEa(i) - 35
- Yingtan Dongwu - BERSE
— trade receivables — B SRR 504 504
— Hunan Jiapinjiawei — HEEmER
— trade and other receivables — B 5 kEAMEUK 148 21
8,737 15,928
Balances due to related parties: JET B 5 42 5
- Huangguoshu Golden Leaf — BRI E
— trade payables - BIEMAXK - 36
— Broad Far Group - BERrREHE
— other payables — HMERRK 383 353
— Yunnan Ruisheng — EEEAH
— other payables (Note a(i)) — H b TR (M Eal) - 31
— Hunan Jiapinjiawei L
— trade payables — B 5 BN 167 127
- Shenzhen Ruili — FYISHE
— trade payables (Note a(ii)) — B SR (KisEai) - 136
550 683
The balance with related parties was unsecured, FrE@M TR AEER £ 8

interest-free and repayable on demand. FERBHMEEE -
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Interim Financial Information (cont'd)

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

24. RELATED PARTY TRANSACTIONS (continued) 2. BBA RS (48)

(d) Key management compensation (d) FEEEBEAEMS
Key management includes directors (executive, FTEERBAEBEBRESE (BTES
non-executive and independent non-executive) and FRMITESHBUNTES) M
senior management. The amounts of compensation paid SREEAE - B E20229F &2023
and payable to key management for employee services FOH30BIEARBEARN MEEFRE
during the six months ended 30 June 2022 and 2023 are AEXRHERERBERBHNE N KE
shown below: NS mT
Unaudited
RBEZ
For the six months ended
30 June
B Z6H30H1EXEA
2023 2022
2023 20224
Fees, salaries and bonus TE& - HEHRIEA 31,044 31,567
Employer’s contributions to 18 = BURIRGT 845K
retirement benefit scheme 1,112 955
Share-based benefits LARR 17 /5 B 1 2 18 FI 481 935
Other Benefits H A8 260 184

32,897 33,641
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Notes to the Condensed Consolidated
Interim Financial Information (cont'd)

S BE 4R & o 5 B 7 & B B & )

(All amounts in RMB thousands unless otherwise stated) (BEEEREEI  FIEESEHUARETTYIR)

25. EVENTS OCCURRING AFTER THE REPORTING PERIOD 25. 5 HI&Z =18

Investigation Against Directors

Subsequent to the reporting period, on 3 July 2023, the
Group was advised that Chongging Yongchuan District Police
Bureau ( EE M K/IIE A% E ) had lifted Ms. Chu's residential
surveillance. Ms. Chu has resumed work accordingly.

On 14 July 2023, the Company was informed that Ms. Chu
and Mr. LAM Ka Yu are no longer subject to any bail
conditions as imposed by Changsha County Police Bureau ( &

DERLE).

Further announcement(s) will be made to keep the
shareholders of the Company and the public informed of the
development in this matter in due course.

In response to the matter, the Group conducted an inspection
of the outstanding bank loan contracts as at the date of this
report and found that the loan contracts of approximately
RMB201,200,000 (the “"Loans’’) contained clauses referring to
the occurrence of an event similar to the one described above
"which may, or has, endangered or prejudiced the borrower’s
rights and interests under the loan contracts’ or "“may affect
the performance of the borrower’s obligations under the
loan contracts’’, and which entitles the bank to demand
early repayment of the Loans. At present, the Group has not
received any form of early repayment notice from the relevant
banks. The Group has sufficient cash readily available for the
repayment of the loans.

Update on a Director’s Biographical Details

References are made to the Company’s announcements dated
5 July 2023 and 6 July 2023 respectively in relation to inside
information and change in biographical details of Ms. CHOY
Man Har (“Ms. Choy"), an executive director and deputy chief
financial officer of the Company.

On 5 July 2023, the Independent Commission Against
Corruption of Hong Kong (“ICAC") conducted a search at the
business offices of the Company in Hong Kong. The Company
provided certain files and records for the purpose of an ICAC
investigation.

In addition, the Company has been informed that Ms. Choy
was arrested on 5 July 2023 by ICAC in relation to offences
under the Prevention of Bribery Ordinance (Cap. 201), Crimes
Ordinance (Cap. 200) and the Organized and Serious Crimes
Ordinance (Cap. 455) for investigation. On 6 July, Ms. Choy
has been released on bail without any charge laid against her.
The Company will monitor this matter and take necessary legal
advice as appropriate.

HEEPUERAS

WwEHI1E 0 R2023F7A38  AE B E
EaA ERTKIIBALRCHKRL
TEHEEEEMESEE KX LT KIE
EHEIE-

R2023F7H148 - A ARIEIBEM K
DPBANLTRBBRERTEIEMNEFEE
R EUR R o

ARRBHELE-—FTRE  AAGAR
AR R AR A ﬁ%§$ MR °

ez EE ZK%@%T%MZM&iElﬁ
FEHHNBRITEREGRETRS - 81
EE&JHZ’U\EM 201,200,000 JT (%%
EXDHNERGRRNEREEUZEN
MELEIAAESIEEERREBEZEERALE
ERAR TR RIAEFEIER
AEBRERTEBHNET] M FRT
ERERRBAEZNER - BRAEE
REWEHERITIAEANRER
BH-AEEEREMNBESABKAR

e smm A A A
EEZZEENR

EHEEEEFE

ZRAMANF B E S R A2023F7A5H
FN2023F7H6AM A E  KNABHEAE
HEMARRNTESRBEERVEE
BB ([Eat])WERFHEBERE -

MR2023F7A5H BEERBRAE ([FRHK
RERARABERENE EH B HETT
BE -ARRREE T X HRBHIER
BABHEZA -

g AN - AN QBB S & 22 782023
FIASEBERBAZBEREBEBEE LN S
201 E (P LEBRER 1K 1) ~ BB A H15200
E(HEEITIED) - F455EC(EAE R
BREFETIEM) THRITHHBINETSA
BPN7AH  BRITEERAFEFNE
MTEERBING - RARBEREE
H UTREEREBANENEZEER -
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Notes to the Condensed Consolidated

Interim Financial Information (cont'd)
(BB EEAEIN FTESEHUAARETITIIR)

(All amounts in RMB thousands unless otherwise stated)

25. EVENTS OCCURRING AFTER THE REPORTING PERIOD 25. S5 HIE £ 18 (&)

(continued)
The Initiation of Arbitration by a Subsidiary

Reference is made to the announcement of the Company
dated 9 August 2023 in relation to the initiation of arbitration
by Huabao Flavours against Qian Rong ( 7 ) and Wong Kam
Wing ( &84 ) (the beneficial controllers of Keli Enterprise).

Taking into account Shanghai Yifang sustained a loss during
the Performance Undertaking Period, Huabao Flavours
accordingly terminated the rights and obligations pursuant to
the provisions of the Share Transfer Agreement and applied
to the Shanghai International Arbitration Center with Qian
Rong and Wong Kam Wing as respondents for arbitration
("Arbitration”), requesting Qian Rong and Wong Kam Wing
to compensate Huabao Flavours for liquidated damages,
loss of expected benefits, and legal fees totaling RMB332.03
million, as well as to bear the corresponding legal costs of the
Arbitration. At the same time, Huabao Flavours also applied
to the Shanghai International Arbitration Center for property
security. Huabao Flavours received the “Notice of Acceptance”
issued by the Shanghai International Arbitration Center on 9
August 2023.

As of the date of this report, as the Arbitration is still in its
initial stage, the Group is unable to accurately predict the
final outcome of the Arbitration or evaluate the impact of
the Arbitration on the Group’s financial position. Should
there be any further information regarding the Arbitration,
the Company will make further announcements to inform
the shareholders and the public as and when appropriate in
accordance with relevant requirements.

M A aREMPE

AR AN R B H B2023F8A9RA M A
LS RNREEE R FELENERIZH A
Qian Rong (£ 3) 1= LR EMHE A
==

i}

EEREH EBEFEEEAFHANBZES
B Al ZBROEKEROCEZEDT
MHOTERIEZOBENEFNEBBR -
NEX - ZREBERBA M LEEH
B P ORBHE(THE]D @ FkE
R EREMNEBERMBEENS -
TEEIFI B - 2B AT ARY3.3203
B WHAEEEBHHRER REZEER
BrEEBEBMREFLRBETHERS
=B R2023F8F98 W B B EE
P L HEMNCREBA) -

BEARRSE B H - AR FEEERARE
B AEEEEEEBEAMENREE
RAFEFHBEAEEPBRAOTE -
MEFRREEMNE-—FHEE  AQA
BRIEHEBEERRNEEREELE—F
NEAHERREARAL -
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Glossary il

Board The board of directors of the Company & E& KAGINESS
Broad Far Broad Far Limited Bir BERAER QA
Broad Far Group Broad Far and its subsidiaries and 18&r&£EE

18R N EL KT &~ 7 B2 B B

related companies

N
CAGR compound annual growth rate BEEERxR EaEXR
CEO Chief Executive Officer HEHITE HEHRTE
CG Code Corporate Governance Code as set out & 4<F 8| AR BB &%+ U AT B 8
in Appendix 14 of the Listing Rules P EEETA
CGU Cash-generating unit CGU ReEEEN
China, Mainland China or  The People’s Republic of China ESRE I AEIN FEARARM
PRC
Company or Huabao Huabao International Holdings Limited KARHER EEHRIERER A F
Corresponding Period Last  the six months ended 30 June 2022 * & [[ 5 H £2022F6H30H 1k~
Year & A
Director(s) The director(s) of the Company = ViNG/NIC] ===
ESG environmental, social and corporate B - e N RE - HEROEER
governance TEER
Executive Director(s) Executive director(s) of the Company HITES KRB ZHITESE
FCG Fellow member of The Chartered FCG REBHFARRELAGE
Governance Institute =]
FCPA Fellow member of the Hong Kong  FCPA BEECHMAESERGE
Institute of Certified Public
Accountants
FVPL Fair value through profit or loss KAk BEfER LAnBEsE B EED
HE28i ABm FFAES
FVLCOD fair value less the costs of disposal N EERE NABEREREEHR
EEER
Group or Huabao Group ~ the Company and its subsidiaries PN

EEEE ARFANREWMBLRF

HKD or HK$ Hong Kong dollars, the lawful currency & #8078 7T B BEETEY
of Hong Kong



Glossary (cont'd)

HKFCG
HKICPA
HKAS

Hong Kong or HKSAR

HNB

Hong Kong Stock
Exchange

Huabao Flavours

INED(s)

Interim Period

IPO

Jiahao

Jiahao Foodstuff

Jiangxi Xianghai

Junjieshang

Listing Rules

Model Code

Huabao International Holdings Limited ZEHE R IERER AT

Fellow member of The Hong Kong
Chartered Governance Institute

Hong Kong Institute of Certified Public
Accountants

Hong Kong Accounting Standard

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

Heat-not-burn

The Stock Exchange of Hong Kong
Limited

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

Independent Non-executive Director(s)
of the Company

For the six months ended 30 June 2023

Initial Public Offering

Jiahao Foodstuff Limited and its
subsidiaries

Jiahao Foodstuff Limited

Jiangxi Xianghai Biological Technology
Co., Ltd.

Junjieshang Network Technology Co.,
Ltd.

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

Model Code for Securities Transactions
by Directors of Listed Issuers as set
out in Appendix 10 of the Listing
Rules
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Glossary (cont'd)

Mr. Lam

Ms. Chu

Reporting Period

RMB

R&D
RTL

SFO

Shareholder(s)

Share(s) or ordinary
share(s)

Shenzhen Stock Exchange
Saas

STMA

u.s.

USD or US$

VIU

WACC

Mr. LAM Ka Yu, the son of Ms. Chu,
the brother of Ms. LAM Ka Yan, the
Co-chairman and executive Director
of the Company, and a director of
Huabao Flavours

Ms. CHU Lam Yiu, the mother of
Mr. Lam and Ms. LAM Ka Yan,
the controlling shareholder of the
Company, the Chairlady of the
Board, the CEO and an executive
Director of the Company

the six months ended 30 June 2023

Renminbi, the lawful currency of the
PRC

Research and development

Reconstituted Tobacco Leaves

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

Shareholder(s) of the Company

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

Shenzhen Stock Exchange in the PRC
Software as a Service

State Tobacco Monopoly Administration
United States of America

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

value in use

weighted average cost of capital
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