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Stock Code: 300741 Stock Short Name: Huabao Holdings Announcement No.: 2022-
008

Huabao Flavours & Fragrances Co., Ltd.,
Announcement on

Responses to the Letter of Concern from Shenzhen Stock Exchange

The Company and all members of the board of directors guarantee that this
announcement does not contain any false statement, misleading statement or material
omission, and individually and collectively accept responsibility for the authenticity,

accuracy and completeness of its contents.

On 24 January 2022, Huabao Flavours & Fragrances Co., Ltd., (the "Company")
received (KT XILEEFBENDBERASTIANRLEE) (Letter of Concern to Huabao
Flavours & Fragrances Co., Ltd.) (ChiNext Letter of Concern [2022] No.45) (the
"Letter of Concern") issued by the Department of ChiNext Market Compliance and
Disclosure of the Shenzhen Stock Exchange GRIYIESAE Z BT € kA S & IEER).

The Company has carefully reviewed and replied to the concerns raised in the Letter of

Concern. The responses are hereby announced as follows:

1. The information whether the Company has obtained so far the specific
matters regarding the investigation initiated by Leiyang City Supervisory
Committee against CHU Lam Yiu's violation activities, whether the Committee
has taken mandatory measures against CHU Lam Yiu, and whether it is the
Company's responsibility, and if so, whether the Company is suspected of having

committed any material violation acts.
Re:

On 26 January 2022, the Company was informed by Ms. CHU Lam Yiu's family
that Ms. CHU Lam Yiu had been placed under residential surveillance at a designated
location, as detailed in (¥ FAILFRBHIAE I ZRIFEEHNHEREASLS) (Announcement
on the Investigation of the Company's De Facto Controller) disclosed by the Company.
Up to now, the Company is not aware of whether the subject investigation involved the

Company's responsibility. The Company will continue to monitor the development of



the case and fulfill its obligations of information disclosure in a timely manner.

Ms. CHU Lam Yiu does not hold any position in the Company. The Company has
all along been operating in accordance with the requirements of relevant laws,
regulations and normative documents, and has continuously strengthened its internal
control development oriented to risk management. Up to now, based on known
information, the Company has not identified any material violations of laws and

regulations.

2. The Company’s knowledge of the personal indebtedness of CHU Lam Yiu
and the pledged shares or other restricted rights held directly or indirectly by
CHU Lam Yiu, including the amount of debt, whether the Company is responsible,
whether litigation has been instituted, the number of pledged shares, the amount
of pledged financing, whether there is a risk of squaring off the pledged position,

and whether there are other restricted shares.
Re:
(1) Personal Indebtedness of Ms. CHU Lam Yiu

As at the date of disclosure of these responses, neither the Company nor Ms. CHU

Lam Yiu's family is aware of her personal indebtedness.

(i) Existing Direct or Indirect Pledge of the Company’s Share or Other Restriction
of Right

As at the date of disclosure of these responses, Ms. CHU Lam Yiu holds
approximately 71% of the shares of Huabao International Holdings Limited ("Huabao
International") through the shareholding platform. Huabao International indirectly
holds 500,000,000 shares of the Company (representing 81.1846% of the total share
capital of the Company) in aggregate through Smart Sino International Investment
Holding (China) Co., Ltd. ("Smart Sino") and Shanghai Sunway Industrial Co., Ltd.
("Sunway Industrial"). On 27 January 2022, the Company searched through the system
of China Securities Depository and Clearing Corporation Limited, Shenzhen Branch
and found that none of the shares of the Company held by Smart Sino and Sunway

Industrial were pledged.

Upon written enquiry by the Company to the direct and indirect controlling

shareholder, there are no pledge or other restricted rights to the Company's shares



currently held by Ms. CHU Lam Yiu, directly or indirectly.

3. Please fully assess the impact that the investigation initiated in CHU Lam
Yiu has and may have on the stability of control, financial position and production
operations and management of the Company, and the countermeasures taken and

proposed to be taken by the Company, and fully disclose the relevant risks.
Re:

(1) Impact on Stability of Control, Financial Position and Production Operations

and Management of the Company

The Company is a holding subsidiary of Huabao International, which was listed
on The Stock Exchange of Hong Kong Limited in 2006, and indirectly holds a total of
81.1846% of the shares of the Company through Smart Sino and Sunway Industrial.
None of the relevant equity interests are pledged or had other restricted rights. To date,
the case of Ms. CHU Lam Yiu is still under investigation, which will not directly lead
to material uncertainty in the ownership of her shareholding in the Company, nor will

it directly and adversely affect the stability of the control of the listed company.

As at 30 September 2021, the Company's gearing ratio was 5.12% while the
balance of its carrying monetary funds was RMB2,005,201,600, which indicates a
sound cash flow. At present, there is no material adverse impact on the production and
operation of the Company as a result of the above concerns. The financial affairs are
being carried out in an orderly manner in accordance with the Company's system, and

the financial disclosure can be made in a timely and accurate manner.

With our outstanding core business, the Company leverages its extraordinary
technical advantages in the flavours and fragrance industry to secure a leading market
position, and obtains business mainly through the method of bidding. Production and
operation are legal and in compliance with regulations and operate smoothly. Up to the
present date, the Company's operating income has been stable, and the production
department has completed production and delivery in a timely manner according to
orders, without any significant impact on production and operation. As Ms. CHU Lam
Yiu does not hold any position in the Company and is not involved in the operation and
management of the Company, to date, the Company assesses that the matter of her
being investigated and being placed under residential surveillance at a designated

location (35 & Fr 5 #1 J&1%) will not have material adverse impact on the daily
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production and operation activities of the Company.

In the event of any material change in the stability of control, financial position
and production, operations and management of the Company in the future, the
Company will fulfill its obligations of information disclosure and promptly indicate the

risks in accordance with the relevant regulations and actual development.
(i1) The Countermeasures Taken and Proposed to be Taken by the Company

Since becoming aware of the relevant matters, the Company has strictly controlled
the scope of insiders, registered insiders and fulfilled its information disclosure
obligations in accordance with relevant regulations to secure the legitimate rights and

interests of investors.

Meanwhile, the Company initiated the emergency plan and held special meetings
to make arrangements for production and operation, business management and other

aspects to ensure the normal operation control of the Company.

As of the date of disclosure of these responses, the Company is not aware of the
details of the matters involved. The Company attaches great importance to this matter.
While striving to give active response, it will also ensure normal production and
operation, continue to improve the corporate governance structure and the standard
operating level of the Company, strengthen the Company's internal control
management and fulfill its information disclosure obligations in a timely manner in

accordance with the development and relevant regulations.

(111) Risk Warning

Up to date, there has been no change in the control of the Company, nor has there
been any material change in the financial position and production operations and
management of the Company. Investors are advised to invest rationally and be aware
of the risks involved. In the event of any material change in the above-mentioned
circumstances in the future, the Company will fulfill its obligations of information

disclosure and promptly indicate the risks in accordance with the relevant regulations

and actual development.

The share price of the Company not only depends on its profitability and
development prospects but is also affected by various factors such as relevant national

policies, macroeconomic situation, market supply and demand, financial market
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liquidity, capital market atmosphere, short-term technical indicators and investors'
sentiments and expectations. The fact that the actual controller has been placed under
investigation and residential surveillance at a designated location may adversely affect

the investors' expectations, causing fluctuations in the Company's share price.

The closing price decline of the Company's shares for three consecutive trading
days on 24 January 2022, 25 January 2022, and 26 January 2022 decreased with a
cumulative deviation of 30%, which, according to the relevant regulations of the
Shenzhen Stock Exchange, was an unusual stock trading fluctuation. Investors are
advised to exercise prudent judgements with regard to the investment risks in the

Company's shares arising from the relevant matters.

4. Please check and explain whether there are any changes in the Company's
operation and whether there are circumstances such as any undisclosed litigations,
misappropriation of funds, non-compliance with guarantees and frozen bank

accounts, and fully disclose the relevant risks.

Re: As aresult of the Company's self-inspection, the Company's recent production
and operation activities are normal. Up to the present date, the Company's production
and operation are sound with steady operating income and be able to maintain stable
operation. Since the listing of the Company, the fund management and guarantee
behavior have been carried out in strict compliance with the relevant regulations of the
listed company. There are no circumstances such as undisclosed litigations,
misappropriation of funds, non-compliance with guarantees or frozen bank accounts.
The Company will continue to pay attention to the relevant matters and fulfill its
obligations of information disclosure and risk warning in a timely manner according to

the relevant regulations and actual progress.

5. Please verify the specific time point of the Company's knowledge of the
aforementioned matters, and explain whether there is any failure to comply with
information disclosure obligations in a timely manner and any early leakage of

inside information.
Re:

(1) The specific time point of the Company's knowledge of the aforementioned

matters
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The Company received a case filing notice of Leiyang City Supervisory
Committee (RATEEZRESIEZE@HAP) (Leiyang City Supervisory Committee)

against Ms. CHU Lam Yiu on 23 January 2022.

(i1) Explanation on why there was no failure to comply with information
disclosure obligations in a timely manner and early leakage of inside

information

The Company became aware of the relevant matters on 23 January 2022 and
uploaded the relevant announcement on the morning of 24 January 2022, which was
disclosed on Juchao Website on the same day.

As soon as the Company became aware that Ms. CHU Lam Yiu, the de facto
controller, was under investigation, it registered information such as the names of
insiders, when the information was obtained and the content of the information in
accordance with relevant regulations.

As a result of self-inspection by the Company and insiders, the Company and
insiders have strictly fulfilled their confidentiality obligations after becoming aware of
the relevant inside information, and there is no early leakage of inside information.

Therefore, there was no failure of the Company to comply with information

disclosure obligations in a timely manner and early leakage of inside information.

6. Please conduct self-inspection and explain how the Company's directors,
supervisors, senior management, shareholders holding more than 5% of the
shares have traded the Company’s shares in the past month, whether there is
insider trading and submit a supplementary report on insiders and self-inspection

report.

Re: As of the date of the Response, except for Mr. LAM Ka Yu, a director of the
Company, who has not yet responded, there was no trading of the Company’s shares
by the Company's other directors, supervisors, senior management and shareholders
holding more than 5% of the shares in the past month, and there was no insider trading.
At the same time, after making inquiries through China Securities Depository and
Clearing Corporation Limited, Shenzhen Branch, there was no trading of the
Company’s shares by the aforesaid personnel, including Mr. LAM Ka Yu, and
shareholders. The Company has submitted a supplementary report on insiders and a

self-inspection report.
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7. Other circumstances that should be explained.

Re: In the afternoon of 27 January 2022, the Company received a case filing notice of
Hengyang County Supervisory Committee {#7[HE 52 =172 @%1+H ) (Hengyang County
Supervisory Committee), which decided to investigate the violation activities of Mr. LAM Ka Yu,
a director of the Company. Subsequently, the Company learned from Mr. LAM Ka Yu's family that
he is currently under residential surveillance by the Changsha County Public Security Bureau. For
details, please refer to ({EEFHFER M AMRAT R T AEEBHIIEFHENAE)
(Announcement on the Investigations of the Directors of Huabao Flavours & Fragrances Co., Ltd.)
disclosed by the Company on the same day, and investors are advised to invest rationally and pay
attention to investment risks.

Up to now, save as disclosed above, the Company has no other circumstances that
should be explained. If a material event that should be disclosed occurs to the Company,
the Company will fulfill the obligation of information disclosure in a timely manner in

accordance with relevant regulations and actual progress, and issue risk warnings.

Announcement is hereby given.

Huabao Flavours & Fragrances Co., Ltd

Board of Directors

27 January 2022
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