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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWmED

The board (the “Board”) of directors (the “Directors”) of Sinomax
Group Limited (the “Company”) is pleased to present in this interim
report of the unaudited results of the Company and its subsidiaries
(the “Group”) for the six months ended 30 June 2016 (the
“‘Reporting Period”).

BUSINESS REVIEW
Revenue by operating segments

For the Reporting Period, revenue of the Group increased by
approximately HK$155.2 million or approximately 11.3% to
approximately HK$1,533.8 million (for the six months ended 30
June 2015: approximately HK$1,378.6 million).

In the past, the Group reported its segment under Export Sales,
Retail and Corporate Sale and Polyurethane Foam Sales. However,
as our business continues to expand and we have production
facilities in the United States of America (the “US”) as well as in the
People’s Republic of China (the “PRC”) (other than Hong Kong and
Macau) the previous presentation may not be adequate to reflect
our business. Since we will concentrate our business on different
geographical markets, we will report the segment results of the
respective sales in different geographical markets. The segment
results during the Reporting Period were as follows:
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For the six months ended 30 June

BZ6H30HIEANEA
2016 2015 Changes
2016 20154 R
HK$’000 HK$’000 %
FET T %
China Market RS 778,633 784,763 -0.8%
North American Market EEMH 687,200 571,696 +20.2%
Europe and other overseas Markets BOM B H At /g INTT 5 68,003 22,131 +207.3%
Total 4EEt 1,533,836 1,378,590 +11.3%

The consumer demand in China market was generally weak. The
sales in this region decreased by approximately 0.8% due to the
decrease in sales through traditional retail channels and the
decrease in corporate customer sales. However, sales from
e-commerce channel and foam increased as we have more
production and distribution networks in China.

Sales to North American market recorded an approximately 20.2%
growth during the Reporting Period. With the setting up of the
production facilities in the US, we were able to co-operate with
several new customers in the US to increase sales in this region.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERNWED

Though the general economy in Europe and other overseas markets
were weak, we were able to achieve a sales growth of
approximately 207.3% by selling newly-innovated products.

Gross profit

With an increase of approximately 11.3% in the Group’s revenue,
gross profit (the “GP”) increased by approximately HK$25.4 million
or 6.5% to approximately HK$418.4 million during the Reporting
Period as compared to approximately HK$393.0 million for the
corresponding period last year. The GP margin decreased by 1.2%
from approximately 28.5% to approximately 27.3% as compared
with the corresponding period last year. During the Reporting
Period, several products were sold at a relatively lower margin to
attract new customers. In addition, the new manufacturing facility in
the US started the trial run of production and cost of approximately
HK$8.0 million was incurred during the Reporting Period.

Costs and expenses

Selling and distribution costs for the Reporting Period increased by
approximately HK$45.2 million or approximately 26.4% to
approximately HK$216.4 million, as compared to approximately
HK$171.2 million for the six months ended 30 June 2015. The
increase was mainly due to the increase in warehouse and
transportation expenses that were incurred to better serve our
customers in the PRC and in the US. Staff costs increased as we
recruited more sales staff to strengthen sales force in the US. In
addition, advertising expenses and royalty fee also increased which
were in line with the sales growth.

Administrative expenses for the Reporting Period increased by
approximately HK$20.7 million or approximately 28.6% to
approximately HK$93.2 million, as compared to approximately
HK$72.5 million for the six months ended 30 June 2015. The
increase was mainly due to the increase in staff cost for newly
acquired subsidiaries during the Reporting Period.

Other expenses mainly consisted of research and development
expenses which increased from approximately HK$23.2 million for
the six months ended 30 June 2015 to approximately HK$29.8
million for the Reporting Period as the Group has devoted much
more resources on improving and developing more foam features
to meet increasing customers’ needs.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWmED

Profit for the Period

As disclosed in the paragraph headed “Material Acquisitions and
Disposals” in this report below, the Company acquired Dormeo
North America, LLC (“Dormeo”) as an associated company in
September 2015 and further acquired additional membership
interest as a non-wholly owned subsidiary in April 2016. We shared
a loss of HK$8.3 million during January to March 2016 and
recorded an operating loss of HK$10.0 million during April to June
2016. After taking into account for the net loss on the derecognition
of an associate of HK$13.5 million, profit for the period decreased
by approximately HK$56.7 million or 57.5% to approximately
HK$41.8 million, as compared to approximately HK$98.5 million for
the six months ended 30 June 2015.

LIQUIDITY, FINANCIAL AND CAPITAL
RESOURCES

The financial position of the Group was healthy as at 30 June 2016.
As at 30 June 2016, the Group had net current assets of
approximately HK$511.9 million, as compared to approximately
HK$671.2 million as at 31 December 2015.

Bank balances and cash decreased by approximately HK$48.3
million or 14.7% to approximately HK$280.5 million compared to
HK$328.8 million as at 31 December 2015, meanwhile the inventory
level increased by approximately HK$155.6 million or 52.1% to
approximately HK$454.3 million in order to cope with the increasing
demand of several large customers in the coming months.

Borrowings and pledge of assets

As at 30 June 2016, the Group had banking facilities amounting to
approximately HK$1,440.1 million of which approximately HK$422.2
million was utilized (31 December 2015: banking facilities amounting
to approximately HK$1,251.8 million of which approximately
HK$220.0 million was utilized) (which amount includes bank
borrowings and bills payables). As at 30 June 2016, the Group’s
bank and other borrowings amounting to approximately HK$124.9
million (as at 31 December 2015: approximately HK$38.8 million)
was denominated in United States Dollar (‘US$”) and approximately
HK$52.0 million (as at 31 December 2015: approximately HK$16.9
million) was denominated in Renminbi. The rest of the bank and
other borrowings were denominated in Hong Kong Dollar.
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MANAGEMENT DISCUSSION AND ANALYSIS (—*!
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The following assets were pledged by the Group to certain banks to
secure general banking facilities granted to the Group.

THEECAAKEERATE TR UESRTAE
B2 —RIRTTRLE -

Buildings EF 78,163 -
Investment properties KEE 61,103 -
Prepaid lease payments AN HEERIAE 48,510 -
Pledged bank deposits BIEIFIRITFER 7,284 8,513

195,060 8,513

Capital expenditure

The Group’s capital expenditure for the Reporting Period amounted
to approximately HK$120.4 million mainly for the purchase of the
Group’s plant and machinery (31 December 2015: HK$86.1 million).

Financial ratios

=N
MEPEAEENE ARSI 4 A120.4 8 85T (2015
F12A31H 861 HEB L) TEZARBEAEEN
RS o

B gL =

Current ratio” ML 145.2% 195.5%
Quick ratio® RENLEE O 105.1% 153.0%
Gearing ratio® BEEBELEKO 30.6% 14.6%
Debt to equity ratio® BB ER e 7.4% N/A
(1) Current ratio is equal to current assets divided by current liabilities. (1) RBEERRRBEERUREBEETH -

2) Quick ratio is equal to current assets less inventories and divided by
current liabilities.

) Gearing ratio is derived by dividing interest-bearing debt incurred in the
ordinary course of business by total equity.

(4) Debt to equity ratio is calculated by dividing net debt by total equity. Net
debt is defined to include all borrowings net of cash and cash equivalents.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWmED

FOREIGN CURRENCY EXPOSURE

The Group carries on business mainly in Hong Kong, the PRC and
the US. The Group is exposed to foreign exchange risk principally in
Renminbi which can be largely offset by its revenue and expenditure
in the PRC. The Group does not expect any appreciation or
depreciation of the Hong Kong Dollar against Renminbi which could
materially affect the Group’s results of operations, and therefore no
hedging instrument has been employed. It should be noted that
though the portion during the Reporting Period was small, revenue
denominated in Euro increased significantly. The Group will closely
monitor the trends of the Renminbi as well as Euro and take
appropriate measures to deal with the foreign exchange exposure if
necessary.

TREASURY POLICY AND MARKET RISKS

The Group has a treasury policy that aims at better controlling its
treasury operations and lowering borrowing cost. Such treasury
policy requires the Group to maintain an adequate level of cash and
cash equivalents, and sufficient available banking facilities to finance
the Group’s daily operations and to address short term funding
needs. The Group reviews and evaluates its treasury policy from
time to time to ensure its adequacy and effectiveness.

PROSPECTS

The set up of the new production facility in the US enables the
Group to better serve the needs of a bigger variety of customers in
different market segments. This is a correct investment made by the
Group as evidenced by the increase in the number of new
customers and sales amount.

We are now installing the Phase Il equipment in the US factory. The
US factory is expected to be completed in early 2017. By that time,
we can produce polyurethane foam as well as the end consumer
health products to capture different market segments in North
America. The shortening in the lead time between production and
delivery enables us to better serve our customers.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Group offers a wide range of health and household products in
China under its flagship brand “SINOMAX”. The Group will further
enhance brand management through various marketing activities to
reinforce brand recognition and to enhance the image of health,
relaxation and comfort of the “SINOMAX” brand. During the
Reporting Period, two Sinomax Life Stores were opened. The
Group will continue to promote its brands and products to
corporate customers so as to increase its corporate sales. The
Group is also expanding e-commerce sales channels to promote
and distribute its products. During the Reporting Period,
e-commerce sales of the Group recorded a substantial growth of
approximately HK$9.4 million or 89.5% to approximately HK$19.9
million, as compared to approximately HK$10.5 million for the
corresponding period last year.

As the sales growth for Europe and other overseas markets is
significant, we will devote more resources to explore more business
opportunities in these regions.

The Group will continue to upgrade its machinery so as to improve
the production efficiency and increase the products competitiveness
in the market. The Group will continue to devote more resources on
research and development to develop more innovative products
and to enhance its product features.

The Group plans to continue to achieve a growth in its business by
exploring attractive acquisition and collaboration opportunities that
are compatible with its business vision. As disclosed in the
paragraph headed “Material Acquisitions and Disposals” below in
this report, the Group acquired Chengdu Xingang Sponge Co., Ltd
and Dormeo during the Reporting Period.

Going forward, the Group will continue to look for strategic
acquisition and business opportunities to expand its share in the
markets.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE WD T

MATERIAL ACQUISITIONS AND DISPOSALS

(a)

(b)

Acquisition of Chengdu Xingang Sponge Co., Ltd.

On 19 February 2016, an indirectly wholly-owned subsidiary
of the Company entered into an acquisition agreement (the
“Acquisition Agreement”) with Mr. Liu Jiaming, an
independent third party of the Group. Pursuant to the
Acquisition Agreement, the Group conditionally agreed to
acquire and Mr. Liu Jiaming agreed to sell 51% of the equity
interest in Chengdu Xingang Sponge Co., Ltd. (B &P #7748 /&8 43
ER A7) (“Chengdu Xingang”), a company established in
the PRC with limited liability, and is principally engaged in the
manufacturing and sales of polyurethane foam, sales of
decorative materials, sofa materials, cloth materials and
mattress materials. The cash consideration of the acquisition
is RMB81,740,000 (equivalent to approximately
HK$97,948,000). The acquisition was completed on 1 March
2016.

Acquisition-related costs amounting to HK$390,000 that
related to the above acquisition have been excluded from the
cost of acquisition and have been recognised as an expense
in the Reporting Period, included in “other expenses” line item
in the condensed consolidated statement of profit or loss and
other comprehensive income.

Step acquisition of Dormeo North America, LLC

On 9 September 2015, a wholly-owned subsidiary of the
Company entered into a first securities purchase agreement
(the “First Purchase Agreement”) with, among others,
Dormeo North America, LLC, a company formed as a limited
liability company pursuant to the Delaware Limited Liability
Company Act, to acquire 36.5% of all of the membership
interest in Dormeo at an aggregate cash consideration of
US$10,000,000 (equivalent to HK$77,500,000). Pursuant to
the First Purchase Agreement, the Group’s membership
interest in Dormeo is initially set at 36.5%, but will be
automatically reduced to 25% at 31 December 2017 if certain
performance warranties given by the investee and its parent
company are met (“Possible Reduction”).

EXRWBEREE

(a)

(b)
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERNWED

On 11 April 2016, a wholly-owned subsidiary of the Company
entered into an second securities purchase agreement (the
“Second Purchase Agreement”) with, among others,
Dormeo, to increase the Group’s ownership in Dormeo by an
additional 14.81% and to waive the Possible Reduction
pursuant to First Purchase Agreement for a cash
consideration of US$2,500,000 (equivalent to
HK$19,375,000) by way of capital injection to Dormeo.

The acquisition was completed on 12 April 2016. Together
with the 25% membership interest previously held by the
Group and the 11.5% membership interest gain on the waiver
of Possible Reduction, the Group is able to exercise control
over Dormeo and Dormeo became a 51.31% subsidiary of
the Company from that date.

Dormeo is principally engaged in the business of selling
pillows, mattresses and related bedding accessories and
other consumer products in North America.

The Group recognised a net loss of approximately of
HK$13,524,000 as a result of the re-measurement of
membership interests in Dormeo previously held and the
derivative financial assets related to membership interests in
Dormeo upon waiver of Possible Reduction. The net loss is
included in “Net loss on derecognition of an associate” line
item in the condensed consolidated statement of profit or loss
and other comprehensive income.

Acquisition-related costs amounting to approximately
HK$286,000 that related to the above acquisition have been
excluded from the cost of acquisition and have been
recognised as an expense in the Reporting Period, included in
“other expenses” line item in the condensed consolidated
statement of profit or loss and other comprehensive income.

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

Save as disclosed in the paragraph above headed “Prospects” in
this report, the Group does not have other plans for material
investments or capital assets.

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the
Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER WD

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HKO.6
cent (2015 interim dividend: HK1.5 cents) per share. The interim
dividend will be distributed on 15 September 2016 to the
Shareholders whose names appear on the Company’s register of
members as at the close of business on 8 September 2016.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 6
September to 8 September 2016, both days inclusive. During this
period, no transfer of shares will be registered. In order to qualify for
the entitlement to the interim dividends, all properly completed
transfer forms accompanied by the relevant share certificates must
be lodged with the Company’s branch registrar in Hong Kong,
Tricor Investor Services Limited, at Level 22 Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than 4:30
pm on 5 September 2016.

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2016, the employee headcount of the Group was
3,432 (30 June 2015: 2,956) and the total staff costs, including
Directors’ remuneration and share option expenses, amounted to
approximately HK$176.3 million for the Reporting Period (for the six
months ended 30 June 2015: approximately HK$131.7 million). The
significant increase in staff costs was primarily due to salary
increment, increase in social insurance contributions and housing
provident fund and share option expenses.

The Group offers competitive remuneration packages
commensurate with industry practice and provides various fringe
benefits to employees including housing and travel allowances
depending on their grade and ranking within the Group. The Group
also maintains medical insurance for the benefit of its employees.
The Group conducts induction training for all of its new employees
and on-going training from time to time during their employment.
The nature of training offered depends on their specific field of
operation. The Group also operates an employee incentive scheme
pursuant to which rewards take the form of promotions, salary
raises and monetary bonuses, and a share option scheme.
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
ARG M BHRR ZFHRS

Deloitte.
=)

TO THE BOARD OF DIRECTORS OF

SINOMAX GROUP LIMITED

BHEEEARAT

(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements
of Sinomax Group Limited (the “Company”) and its subsidiaries
(collectively referred as the “Group”) set out on pages 16 to 51,
which comprises the condensed consolidated statement of financial
position as of 30 June 2016 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash
flows for the six-month period then ended, and certain explanatory
notes. The Main Board Listing Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34”)
issued by the Hong Kong Institute of Certified Public Accountants.
The directors of the Company are responsible for the preparation
and presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility is to
express a conclusion on these condensed consolidated financial
statements based on our review, and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
ARG M BHRR ZFHRS

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants.
A review of these condensed consolidated financial statements
consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the condensed consolidated financial statements
are not prepared, in all material respects, in accordance with HKAS
34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 August 2016
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
ARG e R RAMEEKEE

FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZE2016F6 H30HiE~EA
For the six months
ended 30 June
HBZ6A30ALAEA
2016 2015
2016 20154
HK$’000 HK$000
FHET FAxT
(unaudited) (unaudited)
(REEZ) (REEEZ)
Revenue WA 1,533,836 1,378,590
Cost of sales SHE AR (1,115,419) (985,557)
Gross profit E 418,417 393,033
Other income E g A 16,566 21,254
Other gains and losses Hip e M E51E 1,524 (2,549)
Selling and distribution costs HE R A AR (216,439) (171,210)
Administrative expenses THAX (93,223) (72,493)
Share of loss of an associate JEE—fERE N B8 (8,304) -
Net loss on derecognition of an associate RS A R EEIEE (13,524) -
Finance costs BATS AR (5,111) (4,290)
Other expenses Han (42,613) (34,387)
Profit before taxation BR T A E A 57,293 129,358
Income tax expenses FTE M= (15,494) (30,901)
Profit for the period HARER 41,799 98,457
Other comprehensive (expenses) HATRKERPEZEEN
income that may be reclassified Hib2m (Bx) WA
subsequently to profit or loss
Exchange difference arising on BREBINEREENIE L ZE
translation of foreign operations (14,236) 13
Total comprehensive income for the HAZEBALLE
period 27,563 98,470
Profit for the period attributable to: TH AL EMEEBAEF)
Owners of the Company VAN/NEIE DN 39,909 94,555
Non-controlling interests FEIE R 1,890 3,902
41,799 98,457
Total comprehensive income for the THATEEHRNZERALRE
period attributable to:
Owners of the Company RAREEE A 26,658 94,596
Non-controlling interests JEE AR RE S 905 3,874
27,563 98,470
Earnings per share BREAER
— Basic — &K HK2.28 cents Bfli  HK5.65 cents #1Ll
— Diluted — 8 HK2.28 centsi&fll  HK5.65 cents 1Ll
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

GLES=EE S

AT 30 JUNE 2016
R20164F 6 H30 H

At At
30 June 31 December
2016 2015
H2016F 720154
6 H30H 12 H31H
HK$’000 HK$’000
FTHET FET
NOTES (unaudited) (audited)
P& (REER) (fE2E%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB MR 8 326,723 211,904
Investment properties HEME 8 88,432 28,676
Prepaid lease payments TBRMEERIE 68,636 21,989
Deposits paid for acquisition of property, MUWBEDE  BEN
plant and equipment BB AES 141,823 61,893
Goodwil LS 19(a) & (b) 57,222 -
Intangible assets mIVEE 19(b) 146,683 -
Interest in an associate R E AR AR - 71,569
Rental deposits Hekse 23,582 19,764
Deferred tax assets REHIEEE 40,416 19,937
893,517 435,732
CURRENT ASSETS MEBEE
Inventories FE 454,263 298,707
Prepaid lease payments TR ERE 1,689 580
Trade and other receivables B 5 K E A fE U IR 9 811,886 613,406
Bills receivables JEU & 10 18,457 22,485
Tax recoverable EIEEEeE 29,324 17,841
Pledged bank deposits EHEMIRITER 7,284 8,513
Fixed bank deposits E T RITFH 41,342 57,118
Structured bank deposits HEREMIRITER - 26,539
Bank balances and cash IRITHEBREIRS 280,483 328,790
1,644,728 1,373,979
CURRENT LIABILITIES mENBE
Trade and other payables B 5 R EH M ERHIE 11 589,746 367,557
Bills payables NS 12 69,287 59,493
Dividend payable JEFTRE B 43,750 -
Taxation payable FERHEIR 122,012 115,184
Bank and other borrowings HR1T R E AR SR 13 308,063 160,541
1,132,858 702,775
NET CURRENT ASSETS M EEFE 511,870 671,204
TOTAL ASSETS LESS CURRENT LIABILITIES 28 ERM & & 1,405,387 1,106,936
NON-CURRENT LIABILITIES FEnRBAaE
Bank and other borrowings HR1T R EA AR 13 62,080 -
Deferred tax liabilities BEXERIBEE 132,889 10,247
194,969 10,247
NET ASSETS BESE 1,210,418 1,096,689
CAPITAL AND RESERVES BARR B
Share capital i 14 175,000 175,000
Reserves G 867,717 883,352
Equity attributable to owners of the Company AR al# A AELER 1,042,717 1,058,352
Non-controlling interests FEIER R 167,701 38,337
TOTAL EQUITY L k| 1,210,418 1,096,689
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BEEES=E iy - B

FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZE2016F6 H30HiE~EA
Equity attributable to owners of the Company
IOAREAEERE
Share Non-
Share Share  Merger Statutory  Capital  option Translation Retained controlling
capital premium reserve reserve  reserve  reserve  reserve  profits Total interests Total
i Al EE Bk ERE ) RE FER
& B fife fife fife e i il @it i @it
HK$000  HK$000  HKS000 HK§000  HK§000 HKS000  HKS000  HK$000  HK$'000  HK$000  HK$000
Thr Tér Ter TAr  TRr TAr  TEr  TAr  TEr  TEr TEn
(note)
(Hi3h)
At 1 January 2015 (audited) R201551 A1 8 (5%H) 165000 312677 (403,835) 8514 1,510 7430 H729 743295 876,320 36,793 913,113
Exchange difference arising on hEENEBEEH

translation of foreign operations EXER - - - - - - I - I (28) 13
Proft for the period byl - - - - - - - 5% 945% 3902 98457
Total comprenensive income forthe B3R 2 AW\ B8

period - - - - - - 4 94,585 94,59 3,874 98,470
Dividend recognised as distrbution ~ ERAERE (Hste)

(note 6) - - - - - - - (43750)  (43,750) (1,360)  (45,110)
Issue of shares Bakh 10000 96,000 - - - - - - 106000 - 106,000
Issue share expenses BIROER - (4157) - - - - - - 4157) - (4157)
Recognition of share option expenses  FERERIERT - - - - - 2,078 - - 2,078 - 2,078
At 30 June 2015 (unaudited) R015E6 308 (RESEH) 175000 404520 (403,835) 8514 1510 9,508 M,770 794,100 1,031,087 39,307 1,070,3%
At 1 January 2016 (audited) R016E1 A1 (E&f) 175000 404,520 (403,835 10,372 1,510 11,238 15436 844,111 1,058,352 38,337 1,096,689
Exchange difference arising on BEENEBEL

tranglation of foreign operations EREE - - - - - - (13,251) - (18,251) (985)  (14,236)
Profit for the period iy - - - - - - - 39909 39,909 1,800 41,799
Total comprehensive income for the ~ EiR2 AN AL

erod - - - - - - (13251 39,909 26,658 905 27,563
Dividend recognised as distribution AL TER S (Ff36)

note ) - - - - - - - (43,750) (43,750) - (43,750
Recognition of share option expenses 2R MRIER % - - - - - 1487 - - 1487 - 1457
Aoquisiion of subsidiaries WERH B AT - - - - - - - - - 105086 105,086
Capital contribution to a subsidiary T AN EAT - - - - - - - - - 23373 233718
Transfer EE - - - 2,249 - - - (2,249) - - -
At30 June 2016 (unaudited) A0I6E6ENE(RAZE) 175000 404520 (403,835) 12,621 1510 12605 2,185 838,021 1,042,717 167,701 1,210,418

Note: The merger reserve represents the difference between the total equity of — FisE : AFHEEHIEREEBMEARNRTHA AR EZSHE AR

the subsidiaries (which were transferred from the ultimate controlling MEZEE(AEREENEREANAERETEENEK
shareholders of the entities comprising the Group immediately before the TR R (@RI R ) AR E 2 & W E A Rl Treasure
completion of the group reorganisation (the “Individual Shareholders”) Range Holdings Limited ([ Treasure Range |) #:%) £ 182
to Treasure Range Holdings Limited (“Treasure Range”), a wholly MR R AN 4RFER) =58 - [ Treasure Range E:ZFARIM B
owned subsidiary of the Company) attributable to the owners of the A AR E T35 38 Treasure Range [A 8 R &) ZE 1T HT (D R AR
Company and the aggregated share capital of the relevant subsidiaries RNAMARBEE RERER AR EHESEBR AR
pursuant to the group reorganisation where the transfer of the relevant FRDEI T AT ©

subsidiaries to Treasure Range as satisfied by issue of new shares from
Treasure Range to the Company and from the Company to Sinomax
Enterprises Limited, the immediate and ultimate holding company of the
Company.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HRFRERETRER

FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

For the six months

ended 30 June
HBZ6A30ALAEA
2016 2015
2016 20154
HK$’000 HK$'000
THERT FAxT
NOTE (unaudited) (unaudited)
B EE (REEERZ) (REEEZ)
Net cash (used in) from operating ReETH (R ELERSF
activities (56,744) 218,489
Net cash used in investing activities REZBHFFARESSEE
Payments for property, plant and equipment S HE - f BENERER (120,350) (15,586)
Acquisition of subsidiaries W BRI B 2 19 (55,076) (43,186)
Withdrawal of structured bank deposits IRER *T%’l‘ﬁiﬁﬁ%ﬂ 25,975 25,212
Capital injection from non-controlling interests ~ JEIE RS E RS £ B M E A A)
of a subsidiary 23,373 -
Withdrawal of fixed bank deposit REE BRI K 14,562 -
Interest received B B 733 2,252
Placement of structured bank deposits FHEREIERITER - (68,073)
Other investing cash flows HiuiGEREmR=E 1,048 (1,104)
(109,735) (100,485)
Net cash from financing activities REIBELRSTE
Bank borrowings raised TS mRITREMN 257,781 163,217
Repayment of bank borrowings BEBITER (133,419) (189,483)
Interest paid EAIHE (5,111) (4,290)
Proceeds from issue of shares, BITRD B RIE
net of shares issue expenses (B 21 TRS) - 101,843
Dividends paid to non-controlling shareholder 215 JE#22 A% A% A% B - (1,360)
119,251 69,927
Net (decrease) increase in cash and RERREEEWORD) B
cash equivalents HEE (47,228) 187,931
Cash and cash equivalents at beginning HyReRReFED
of the period 328,790 254,020
Effect of foreign exchange rate changes [EREFHHE (1,079) (253)
Cash and cash equivalents at Xﬁ%&ﬁﬁ%ﬁ% ;
end of the period, NIRTTHEB RIS 25
represented by bank balances and cash 280,483 441,698
BREEEBRAR 19
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LR E =k ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

20

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and with Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis.

Except as described below, the accounting policies applied
and methods of computation used in the condensed
consolidated financial statements for the six months ended 30
June 2016 are the same as those followed in the preparation
of the Group’s consolidated financial statements for the year
ended 31 December 2015.

(i) Application of new and revised to Hong Kong
Financial Reporting Standards (“HKFRSs”)

In the current interim period, the Group has applied, for
the first time, the following amendments to HKFRSs
issued by the HKICPA:

Amendments to HKFRS 11 Accounting for Acquisitions of
Interests in Joint Operations

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16  Clarification of Acceptable

and HKAS 38 Methods of Depreciation and

Amortisation

Amendments to HKFRSs  Annual Improvements to HKFRSs
2012 — 2014 Cycle

Amendments to HKAS 16 Agriculture: Bearer Plants
and HKAS 41

Amendments to HKAS 27 Equity Method in Separate
Financial Statements
Amendments to HKFRS 10, Investment Entities: Applying
HKFRS 12 and HKAS 28  the Consolidation Exception

SINOMAX GROUP LIMITED
INTERIM REPORT 2016
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LEZES= b ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

2.

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

U]

(ii)

Application of new and revised to Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

The application of the above amendments to HKFRSs
in the current interim period has had no material effect
on the amounts reported and/or disclosures set out in
these condensed consolidated financial statements.

Application of new accounting policy in respect
of goodwill

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business less accumulated impairment losses, if
any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
(or groups of cash-generating units) that is expected to
benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently when there is indication that the unit may be
impaired. For goodwill arising on an acquisition in a
reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the
recoverable amount of the cash-generating unit is less
than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other
assets of the unit on a pro-rata basis based on the
carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in
profit or loss. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on
disposal.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LR E =k ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

2.

22

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(iif) Application of new accounting policy in respect

of intangible assets

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is recognised on a straight-line basis over their
estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.
Intangible assets with indefinite useful lives that are
acquired separately are carried at cost less any
subsequent accumulated impairment losses.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date
(which is regarded as their cost).

Subsequent to initial recognition, intangible assets
acquired in a business combination with finite useful
lives are reported as costs less accumulated
amortisation and any accumulated impairment losses,
on the same basis as intangible assets that are acquired
separately. Alternatively, intangible assets acquired in a
business combination with indefinite useful lives are
carried at cost less any subsequent accumulated
impairment losses.

The estimated useful life of the intangible assets are as
follows:

Indefinite
10 years

Brand Name
Customer relationship
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

2.

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(iv) Application of new accounting policy in respect

of impairment on intangible assets other than
goodwill

At the end of each reporting period, the Group reviews
the carrying amounts of its intangible assets to
determine whether there is any indication that those
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the
impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the
CGU to which the asset belongs. When a reasonable
and consistent basis of allocation can be identified,
corporate assets are also allocated to individual CGUSs,
or otherwise they are allocated to the smallest group of
CGUs for which a reasonable and consistent allocation
basis can be identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is
estimated to be less than its carrying amount, the
carrying amount of the asset (or the CGU) is reduced to
its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or the CGU) is increased
to the revised estimate of its recoverable amount, but
so that the increased carrying amount does not exceed
the carrying amount that would have been determined
had no impairment loss been recognised for the asset
(or the CGU) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss.

2.
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
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2.

24

PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

v)

(vi)

Application of new accounting policy in respect
of derecognition of interest in an associate

The Group discontinues the use of the equity method
from the date when the investment ceases to be an
associate. The difference between the carrying amount
of the associate at the date the equity method was
discontinued, and the fair value of any retained interest
and any proceeds from disposing of a part interest in
the associate is included in the determination of the gain
or loss on disposal of the associate.

Application of new accounting policy in respect
of derivative financial instruments

Derivatives are initially recognised at fair value at the
date when derivative contracts are entered into and are
subsequently remeasured to their fair value at the end of
the reporting period. The resulting gain or loss is
recognised in profit or loss immediately.

SINOMAX GROUP LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LEZES= b ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in the business of
manufacture and sale of health and household products and
polyurethane foam. Health and household products mainly
represent quality visco-elastic pillows, mattress toppers and
mattresses.

3.

WA R 2 EBER

AEBEERSRENFEERFELRREERLE
[REAARNER - BEMFXEERTEREELE
[CISEHLEE « REA KRR A5

In previous periods, the Group reported its primary segment RBEHRE AEEREBEAT=ZHAFE2LE R

information based on three major operating and reportable HEDLEHEFENEER -

segments as follows:

Export sales — wholesales of products to overseas HAEs -  [AEINEPHEESR
customers;

Retail and — sales of products through self- TERAAFEE — FBHEELTEHEE -

corporate sales operated retail network, third- E=FoHERE
party distributors, direct sales to BEERARREA
corporates and other customers ERPUKETFEE
and e-commerce sales channel; SHERENEE L
and &

Polyurethane — wholesales of polyurethane foam to BEREAAEE — M[PEARKLAN

foam sales furniture manufacturers in the (TBEEBRBRM)
People’s Republic of China (the (THhE D RARER

“PRC”) (other than Hong Kong
and Macau).

During the current period, management has changed the

HERRIAR -

RAHRE AR AERMEINAEBNERSE

presentation of the information reported to the chief operating WEAEBNRERERRTEERE B RED I é
decision maker (“CODM”) (i.e. the executive directors of the BOMEENTHZA  SEEBCEHNERERE

Company), in order to present a more meaningful
representation of its business operations, consistent with the
Group’s long-term strategy, and for the purpose of allocating
resources to the segments and assessing the performance of
the segment. The information reported to CODM in respect of
the Group’s business is focused on the location of customers.

BEBRRE ((AREERKE | ARRNRTE
B)ERNEH - MERLERREERBAAS
BEBHNERETREP I
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3.

26

REVENUE AND SEGMENT INFORMATION
(CONTINUED)

In compliance with the requirements of HKFRS 8 “Operating
Segments”, the change of the presentation of the information
reported to CODM has led to a change in the segment report
for all comparable periods. The Group is now organised into
the following three operating and reportable segments as
follows:

manufacture and sale of health and
household products and
polyurethane foam for customers
located in Mainland China,
Hong Kong and Macau

China market —

manufacture and sale of health and
household products for
customers located in the United
States of America, Canada and
other North American countries

North American —
market

manufacture and sale of health and
household products for
customers located in
overseas countries except
for those customers located in
North American market

Europe and other —
overseas
markets

The CODM makes decisions based on the revenue of each
segment and reviews reports on the financial performance of
the Group as a whole. No information of segment results,
segment assets and liabilities are reviewed by the CODM for
the assessment of performance of operating segments.
Therefore, only the segment revenue is presented. This is the
measure reported to the CODM for the purposes of resource
allocation and performance assessment.

The accounting policies of the operating segments are the
same as the Group’s accounting policies.

SINOMAX GROUP LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016

22016 F 6 H30 HiE 1A

3. REVENUE AND SEGMENT INFORMATION

(CONTINUED)

Segment revenues and results

The following is an analysis of the Group’s revenue by

operating and reportable segments:

For the six months ended 30 June 2016

3. WARZHER (&)

Pl L ONSES

A
1

TRAKEZ

Ko A BEE 5 3

jm =}

HZ2016F6 A30H LA

ok

BEI D A D

Europe
North and other
China American overseas
market market markets Consolidated
BOM R H A
R % EmS BN S =e
HK$’000 HK$’000 HK$’000 HK$’000
FH&xT F#&T FET T
SEGMENT REVENUE S EBUA
External sales SNEREE 778,633 687,200 68,003 1,533,836
Share of loss of an associate  J&1{G — REIHE & A
ZIE1E (8,304)
Net loss on derecognition IR FHER — [
of an associate NENEEFEE (13,524)
Unallocated income RO EUWA 23,304
Unallocated costs and AOEKARFHZ
expenses (1,478,019)
Profit before taxation [ H5 A s A 57,293

For the six months ended 30 June 2015 (as restated)

HZE201596 A30H IE/<E B (&E7)

Europe
North and other
China American overseas
market market markets  Consolidated
BRM B2 EAh
BT EEMS isEINTE RE
HK$’000 HK$’'000 HK$’000 HK$’000
FHIT FHT FAT FHIT
SEGMENT REVENUE SEA
External sales HNERSHE 784,763 571,696 22,131 1,378,590
Unallocated income A BLULA 21,341
Unallocated costs and FOBRANFAY
expenses (1,270,573)
Profit before taxation R B B A 129,358

There were no inter-segment sales during both periods.

R ESRER - &S FEOHE -
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

4.

28

INCOME TAX EXPENSES

4. FREHHAX

For the six months
ended 30 June

BZ6H30HILAEA
2016 2015
2016 F 20154
HK$’000 HK$'000
FET FHIT
Current tax RIHARR I8
Hong Kong Profits Tax (Note i) BEFEH (D 3,699 530
PRC Enterprise Income Tax (“EIT”) (Note ii) RS ([EMREH )
(BsE i) 17,079 28,953
US income tax (Note iii) R FTS R (B 5T 3,100 2,492
23,878 31,975
(Over)underprovision in prior years BAFE (BR),/ TR
Hong Kong Profits Tax BBNEH 1,844 -
PRC EIT PR (732) 1,281
1,112 1,281
Deferred taxation BIERTE (9,496) (2,355)
15,494 30,901
Notes: MIEE -
0] Hong Kong () e

(i)

(ii)

(iv)

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit for both periods.

PRC

PRC EIT is calculated based on the statutory rate of 25% of the
assessable profit for those subsidiaries established in the PRC for
both periods.

us

The US income tax includes (a) federal income tax calculated at
34% on the estimated US federal taxable income and (b) state
income tax calculated at various state income tax rates on the
estimated state taxable income for both periods. The income
subject to tax in a specific state (i.e. state taxable income) is
calculated from adjusting the federal taxable income with state
modifications and apportionment (i.e. percentage of taxable income
that should be allocated to each state in which the Group operates
in).

Macau

Under Decree-Law no. 58/99/M, the Group’s Macau subsidiary
incorporated under the Decree-Law, is exempted from Macau
Complementary tax as it satisfies the relevant conditions as
specified in the Decree-Law, one of which being that it does not
sell its products to any Macau resident company during the
reporting period.

SINOMAX GROUP LIMITED
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(ii)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

INCOME TAX EXPENSES (CONTINUED)

The Inland Revenue Department (the “IRD”) commenced a
tax audit on certain subsidiaries of the Company in prior
period. The IRD has issued estimated profits tax assessments
of HK$14,100,000, HK$24,000,000, HK$26,725,000,
HK$19,140,000 and HK$24,519,000 to the Group relating to
the years of assessment 2005/06, 2006/07, 2007/08,
2008/09 and 2009/10 for the financial years ended 31
December 2005, 2006, 2007, 2008 and 2009, respectively.
The Group has lodged objection with the IRD against the
assessments and the IRD agreed to grant complete holdover
to the relevant subsidiaries for the tax demanded for the said
years of assessment, except for amounts of HK$175,000,
HK$2,275,000, HK$8,150,000 and HK$11,300,000
concerned for the years of assessment 2006/07, 2007/08,
2008/09 and 2009/10, respectively, which were required to
be paid by purchasing tax reserve certificates by one of the
subsidiaries in 2013, 2014, 2015 and 2016 respectively.

The Group has provided various information and supporting
documents to address the enquiries raised by the IRD and to
defend its tax position (i.e. offshore claim in relation to certain
of its profits). However, having considered the different opinion
of the IRD on the controversial issue, and in order to avoid a
further protracted exchange of correspondences, which may
not be in the best interest from the commercial prospective,
the directors of the Company decided to take alternative
means with a compromised settlement approach to resolve
the case. Subsequent to the end of the current interim period,
the Group has submitted a settlement proposal to IRD. Up to
the date of this report, IRD has not issued any formal notice of
revised assessment to the Group.

In the opinion of the directors of the Company and based on
their best estimate, the Group has made adequate provisions
for Hong Kong Profits Tax and related potential penalty and/
or interest for the tax audit as at 31 December 2015 and 30
June 2016.

4.

FrE®iMx ()

RBEEE BRER(HER]) e EASEN
B THWEB R THIEEZ - BlZ 20054 + 2006
&+ 2007 & - 2008 & K 2009 F 12 A 31 A 1E K
FE - BEBHE D RIH2005/06 4 + 2006/07 F -
2007/08 4F ~ 2008/09 F K% 2009/10 F &R & F € 1)
AN B) 3 4 58 514,100,000 7T ~ 24,000,000
& JT - 26,725,000 JT 19,140,000 7T K&
24,519,000 TR EET RSB ETE - AEE 25t
ZETEABBERRLES  UERBEBRER
#2006/07 £ ~ 2007/08 4F ~ 2008/09F K
2009/10F R B F & #1 R & 5 175,000% 7T
2,275,000 7T * 8,150,000 7T & 11,300,000
TL(BAREFR—HEHBARDBIN20134F « 2014
F 2015 F 2016 FHEE M5 F) 51 - 18RS
MIE AR Al R B SRR FE Bk FIE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

5. PROFIT FOR THE PERIOD

5. HMRizER

For the six months
ended 30 June

BZ6 H30HL~<EA
2016 2015
2016 F 20154
HK$000 HK$'000
FET FHTT
Profit for the period has been arrived at after HA s R T A kR (K R)
charging (crediting): U TEIBRETE :
Total staff costs, including share option expenses 8 T ik AR42%8 - B IEEIIER X
(included in selling and distribution expenses (Gt ASHE Ky sHR A A RITEFES)
and administrative expenses) 176,307 131,738
Net allowance for inventories FEBRBFEGIABEEN)
(included in cost of sales) 972 2,188
Net allowance for trade receivables B o R EEFRE (GT A
(included in other gains and losses) HElzs K E1E) 4,174 2,731
Net exchange gains P H s 5HE (2,708) 87)
Amortisation of prepaid lease payments SRR L §is 655 299
Amortisation of intangible assets B EEEH 1,569 -
Depreciation of property, plant and equipment  #% - = LR EHEITE 14,738 11,718
Depreciation of investment properties WEYENTE 1,355 752
6. DIVIDEND 6. KRE
For the six months
ended 30 June
HZ6 A30HI<AA
2016 2015
2016 F 20154
HK$’000 HK$'000
FET FET
Final for 2015, declared, of HK2.5 cents B EIk2015F 2 KRR S G 2.5 %1
(2015: 2.5 cents for 2014) per share (20154F : 2014 F 2 RHARR B
SR8 2.5 A) 43,750 43,750
Interim, proposed, of HKO0.6 cent Bk Hl B 8% 0.6 81U
(2015: HK1.5 cents) per share (20154 : 1.578L) 10,500 26,250
54,250 70,000
Subsequent to the end of the current interim period, the RAF ARG RE - ARRIESFETH R 2016
directors of the Company have determined that an interim F9H15HMMN2016F9 A8 HET AR AR K
dividend of HK0.6 cent (2015: HK1.5 cents) per share Hit 2 AR B RFIREF0.6781L(20154F 1 1.5
amounting to approximately HK$10,500,000 (2015: BAL) Z R HARR B 0 & 5T 49 410,500,000 T
HK$26,250,000) in total will be paid to the shareholders of the (20154 : 26,250,000/ 7L) °
Company on 15 September 2016 whose names appear on
the Company’s register of members on 8 September 2016.
30 SINOMAX GROUP LIMITED
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NOTES T ONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZFE20164F6 A30 Hit 1A

7. EARNINGS PER SHARE 7. ERER
The calculation of the basic and diluted earnings per share RN BVGEA A FER &A% E A N 358 B R TH AR 45 LA
attributable to the owners of the Company is based on the TEEE

following data:

Earnings for the purpose of basic and diluted FTEGREAREERTZ BT
earnings per share:

Profit for the period attributable to owners of RAREER ATEGERRT]
the Company 39,909 94,555

Number of shares: RZE#E -

Weighted average number of ordinary shares STEEREREFA INEEY

for the purpose of basic earnings per share TR B 1,750,002,000 1,672,653,934
Effect of dilutive potential ordinary shares in AT EERE S R B EEE

respect of outstanding share options TR 2,151,187 1,957,433
Weighted average number of ordinary shares P E GRS RN R g T

for the purpose of diluted earnings per share TmAREE 1,752,153,187 1,674,611,367

BHREEARAR 31
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZE2016F6 H30HiE~EA
8. MOVEMENTS IN PROPERTY, PLANT AND 8. V¥ BMERZBEURKREYXEEH
EQUIPMENT AND INVESTMENT
PROPERTIES
During the current interim period, the Group acquired R BREAE] K%”&E§39|898|0005§7_5£@§
property, plant and equipment of HK$39,898,000 (six months 201546 A30 A LL /<& A : 10,452,0007% 7T ) K)
ended 30 June 2015: HK$10,452,000). MR - BB KRR o
During the six months ended 30 June 2015, the Group @i:KtQOlS%ESH 30HIERM@EA - ZJX%F'#J%W
transferred an amount of HK$9,187,000 from property, plant %ﬁﬁiﬁﬁﬁﬁgﬁﬁ% 9,187,000 & TTHI K »
and equipment to investment properties as evidenced by WEREEEEREYE
commencement of operating lease to third parties.
9. TRADE AND OTHER RECEIVABLES 9. BEFRHMEWNRE
At At
30 June 31 December
2016 2015
R2016 F 20154
6 A30H 12 A31 H
HK$’000 HK$’000
FTER FHET
Trade receivables 25 EIRFIR 667,173 520,894
Deposits, prepayments and other receivables 1% % - B 7018 & E fb fE Uk 008 144,713 92,512
811,886 613,406

32

The Group’s retail sales are made through its retail network
comprising stand-alone retail shops and concession counters
in department stores. The Group also sells the health and
household products directly to overseas wholesalers and
retailers and the polyurethane foam to furniture manufacturers
in the PRC. Sales at self-operated retail shops and sales
through retailers in the PRC are transacted either by cash or
credit cards. For sales made at concession counters, the
department stores collect cash from the ultimate customers
and then repay the balance after deducting the
concessionaire commission to the Group. The credit period
granted to department stores ranges from 30 days to 120
days. For sales to wholesalers, retailers and other
manufacturers, the Group generally allows a credit period
ranging from 7 days to 90 days.

The following is an aged analysis of the Group’s trade
receivables, net of allowance for doubtful debts, presented
based on the revenue recognition date at the end of each
reporting period:

SINOMAX GROUP LIMITED
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NOTES T ONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

9. TRADE AND OTHER RECEIVABLES
(CONTINUED)

9. B REAMEWREGHE)

Within 30 days 30 HUAA 312,615 249,521
31-60 days 31£60H 175,052 142,112
61-90 days 61290 H 73,084 54,232
91-180 days 91&180H 47,063 20,830
181-365 days 1812365 H 29,118 29,578
Over 365 days A 365 H 30,241 24,621

667,173 520,894

10. BILLS RECEIVABLES

The amount represents bills receivables on hand which are
not yet due at the end of the reporting period. The
management considers the default rate is low based on past
experience as the Group seldom encounters default on bills

receivables.

The following is an aged analysis of bills receivables based on
their time to maturity as at the respective reporting dates:

10. EWEE

REBBELR  ARAKEE VBN ERERE
BN REEBRRENERER -

RS B ER R B HAR R 27 W e U EZ B ) BR ik
TR

Within 30 days 30 B AR 3,780 3,538
31 to 60 days 31ZE60H 638 2,850
61 to 90 days 612 90H 3,321 3,071
91 to 180 days 91ZE180H 10,718 12,822
181 to 365 days 1812365 H - 204

18,457 22,485

BRAEKERRAR 33
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
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11. TRADE AND OTHER PAYABLES

34

11. EZRHEMEMNFIE

MENTS

Trade payables B SRR 369,738 200,804
Other payables and accrued expenses Hoth FE A OB N BT B S 220,008 166,753
589,746 367,557

The following is an aged analysis of trade payables based on
the invoice date at the end of the reporting period:

AT ARREMRIZEI MR E2BORNRE

ARER AT -

Within 30 days 30 AR 243,366 131,749
31 to 60 days 31E60H 89,073 58,446
61 to 90 days 61E90H 26,057 4,025
91 to 180 days 91 E180H 8,074 2,795
Over 180 days 180 HIA L 3,168 3,789

369,738 200,804

SINOMAX GROUP LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R & B 5 R 2= B

FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

12. BILLS PAYABLES

All the bills payables of the Group are not yet due at the end
of the reporting period. Bills payables as at 30 June 2016
were secured by pledged bank deposits of HK$7,284,000 (31
December 2015: HK$8,513,000).

The following is an aged analysis of bills payables at the end

12. ENEE

AEENBERNZEENFESRREAEE - B
2016 6 A 30 B &S =I5 AR 1717 587,284,000
BT (2015512 A31H © 8,513,000/ 70 ) fEHK I o

AT RRHERRIREIBRE2RNENFRE

of the reporting period presented based on their time to BRER DA -
maturity:

At At
30 June 31 December
2016 2015
H2016 & #2015 4F
6 A30H 12 H31 H
HKS$’000 HK$’000
F#ET T
Within 30 days 30 HUAA 12,513 4,392
31-60 days 31E60H 13,936 11,588
61-90 days 612 90H 5,950 8,070
91-180 days 91 &180H 36,888 35,443
69,287 59,493
BEKEEERAR 35

—F - AFRHES



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

13.

14.

36

BANK AND OTHER BORROWINGS

During the current interim period, the Group obtained new
bank borrowings amounting to HK$257,781,000 (year ended
31 December 2015: HK$258,274,000). The bank borrowings
carry interest at fixed market rates ranging from 4.35% to
6.09% (year ended 31 December 2015: nil) and variable
market rates ranging from 1.56% to 5.00% (year ended 31
December 2015: 1.45% to 6.90%). The bank borrowings are
repayable by instalments over a period of three years. The
proceeds were used to finance the acquisition of fixed assets
and daily operation.

An amount of approximately HK$17,200,000 (2015: nil)
included in the Group’s borrowing as at 30 June 2016
represents a loan by a non-related independent venture debt
and equity financing company. The loan carries fixed interest
rate at 12.75% (2015: nil) per annum and are repayable by
instalments within one year.

13. |RITREAMER

RAF BB AEBIRSHERITERSE
257,781,000 T(HZE2015F 12 A31 HILFE :
258,274,000/ 7 ) ° IRITE KA N F4.35% =
6.09% ~&E 2 EEMHFE (B Z=2015F 12 A 31
BILEE  #) RN F1.56% F5.00% 5 275
MIFME(HE2015F 12 A31 B IEFE - 1.45%
£6.90%) 5T B o RITERER = FHH S HE
BB RAECAERBETEERATSE

[

féd

MR2016F6 AB0RET AR KB BERZSELD
17,200,000/8 7T (2015 4F « 4%) 35— B M BH I 3/
AR EB R EREARIREZER - 2B
TF12.75% (2015F : ) WETEF EFTE - W
AN —FANDEERE -

SHARE CAPITAL 14. |7
Number of
Ordinary shares of HK$0.1 each ERO1BITHEER shares Amount
g 4! (]
HK$'000
T
Authorised: VETE

At 1 January 2016 and 30 June 2016 201691 A1 HKR20165F6 A30H 10,000,000,000 1,000,000
HK$'000
FET

Issued and fully paid: BRTRER
At 1 January 2016 and 30 June 2016 7201691 A1 HKN2016F6 A30H 1,750,002,000 175,000

SINOMAX GROUP LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LEZES= b ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZ=20164F6 H30HiF~1EA
15. SHARE OPTION SCHEMES 15. BRAESE
On 13 December 2013, a share option scheme was adopted MR2013F 12 138 * AR A RN B I AEET
by the shareholders of the Company (the “Pre-IPO Share Z(EXRABREBRESTS]) - B3
Option Scheme”). The Pre-IPO Share Option Scheme is a ERERRETZ A —BIRMOEEE EES T
share incentive scheme and is established to recognise and ERA A2 B TS ERLEEHAATEE
acknowledge the contributions that the eligible participants Hek Rl EE A BB - B0 AR 3 E R BRI E
under the scheme have or may have made to the Company. HFENFEBEREREE2015F12A31HIEFE
Details of the Pre-IPO Share Option Scheme were disclosed HiE e I ESRERE -
in the consolidated financial statements for the year ended 31
December 2015.
The below table discloses movement of the Company’s share TEXBEBEAEREE  SLBEEBEREEBEFEERN
options held by the Group’s directors, senior management NaEREE
and employees:
Outstanding at Outstandingat  Outstanding at Outstanding at
Exercise period 1 January 2015 Lapsed 30 June 2015 1 January 2016 Lapsed 30 June 2016
R2015% R2015% R2016% R2016 %
1A1A 6R30A 1A18 6A30A
fit:d:] HATHE BA% WAL HATHE B4R HATHE
(Note) (Note) (Note)
(&) (Btzt) (M)
Tranche 1 10 July 2014 — 10 July 2019 6,892,600 (110,000) 6,782,600 6,769,600 (53,000 6,716,600
i 0147 F10HZ2019E7 A 10
Tranche 2 10 July 2015 — 10 July 2019 6,894,600 (110,000) 6,784,600 6,771,600 (53,000 6,718,600
i i 215%7A10HZ2019%7 A 10
Tranche 3 10 July 2016 — 10 July 2019 6,894,600 (110,000 6,784,600 6,771,600 (53,000) 6,718,600
=4 2167 A10HZ2019%7 F10R
Tranche 4 10 July 2017 = 10 July 2019 6,894,600 (110,000) 6,784,600 6,771,600 (53,000) 6,718,600
L1 1757 B108Z201957A108
Tranche 10 July 2018 — 10 July 2019 6,894,600 (110,000) 6,784,600 6,771,600 (53,000 6,718,600
hh 218571002 201987A10R
34,471,000 (550,000) 33,921,000 33,856,000 265,000 33,591,000

Note: 3 eligible participants (six months ended 30 June 2015: 7), who
have been granted share options have ceased to become eligible
participants upon termination of employment and the said share
options have automatically been lapsed.

The Group recognised a total expense of HK$1,457,000 in
the current interim period (six months ended 30 June 2015:
HK$2,078,000) in relation to the Pre-IPO Share Options
granted by the Company.

Wit 3RAEBRL2HEE (HE201546 A30B IE/NEA -
78) (FEEEETERE) RRIEEBRBEEREDT
BAABKSMEE B EMBEBREC A8IKW -

RAREHEERN  AEERAQRRREHE LA
Fi 35 & B BE B RE M R 425 321,457,000 8 T (B &=
201546 A30 B IL/A@A : 2,078,000/87T) °

BHEEEERAF
TE-RFRHRE
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ELFE 201646 H30 HIENEA

16. COMMITMENT 16. &I
At the end of the reporting period, the Group had the following RIBER - NEBB A TEE :
commitment:

Capital expenditure contracted for but not ERWEYE - BE RFRERTL
provided in respect of acquisition of property, BREBFENEARFRL
plant and equipment 53,262 107,978
17. RELATED PARTY DISCLOSURES 17. BELEE
During the period, the Group had entered into the following BN AREFL NBESRS

related party transaction:

Fellow subsidiaries of the Company Rental expenses

RAEINR R E A A Hemx 9,324 5,198
In addition, certain trademarks owned by fellow subsidiaries b AEBRREHBEANEEBFERE TAQA
of the Company were used by the Group free of charge RZRMBRREENHE -

during both periods.

38 SINOMAX GROUP LIMITED
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NOTES T ONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEE RS- B

FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZ=20164F6 H30HiF~1EA
17. RELATED PARTY DISCLOSURES 17. BELHE (&)
(CONTINUED)
Compensation of key management personnel TEEEASNHE
The remuneration of directors and other members of key EERHEMFEEREKE N ARSI T

18.

management during the period was as follows:

Fees M 600 600
Salaries and allowances e MR 5,261 5,025
Share option expenses BRERX 1,095 1,505
Retirement benefit schemes contributions RIRE R FHEIH R 115 134
7,071 7,264
PLEDGE OF ASSETS 18. EEEH
At the end of the reporting period, the following assets were RBEER - T EECHARBRERTE TR
pledged by the Group to certain banks to secure general 7 LESETAEEZ —RIFITRE :

banking facilities granted to the Group:

Buildings BF 78,163 -
Investment properties WEYE 61,103 -
Prepaid lease payments TEMHAERIE 48,510 -
Pledged bank deposits EHEAIRITER 7,284 8,513

195,060 8,613

BEKEARAF 39
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LR E =k ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

19. ACQUISITION OF SUBSIDIARIES

40

For the six months ended 30 June 2016

(a) Acquisition of Chengdu Xingang Sponge Co.,

Ltd.

On 19 February 2016, an indirectly wholly-owned
subsidiary of the Company entered into an acquisition
agreement (the “Acquisition Agreement”) with Mr. Liu
Jiaming, an independent third party of the Group.
Pursuant to the Acquisition Agreement, the Group
conditionally agreed to acquire and Mr. Liu Jiaming
agreed to sell 51% of the equity interest in Chengdu
Xingang Sponge Co., Ltd. (A B 178 /8 4% B IR 2 7))
(“Chengdu Xingang”), a company established in the
PRC with limited liability, and is principally engaged in
the manufacturing and sales of polyurethane foam,
sales of decorative materials, sofa materials, cloth
materials and mattress materials. The cash
consideration of the acquisition is RMB81,740,000
(equivalent to approximately HK$97,948,000). The
acquisition was completed on 1 March 2016.

Acquisition-related costs amounting to HK$390,000
that related to the above acquisition have been
excluded from the cost of acquisition and have been
recognised as an expense in the current period,
included in “other expenses” line item in the condensed
consolidated statement of profit or loss and other
comprehensive income.

SINOMAX GROUP LIMITED
INTERIM REPORT 2016

19. WIBHKIE A 7

HZ2016F6 A30H LA

(a)

WIE R E R B B B R A A

R2016F2A19H - AR R —HEEE2E
WEBARHE 2B INAEBEZE=FEK
B AT B ek ([ Mg iz |) © IR
Bz AEEEKEREWE - MBIXRA
EEBBKRUERELEREINEFEER QA
(IR ERH ) 51% [ - ERFTE B—RHER
PEKYNERART  EEREEEREE
BRERAARAKEE YR - DR -
MR RAREBYEER - WENHRSRENA
AR 81,740,000 7T (#8557 # 97,948,000
BIT) o iZUNEER 20163 A1 B ©

DA _E 4 B8 75 R O Y 8 4E B AX 78 390,000 78
TeC B YR AN R AR B R 3 B TR AR AN HATE
AMFX - StABRGEAER RE M2 EK
mRH [HEMFAs ] F o



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

19. ACQUISITION OF SUBSIDIARIES
(CONTINUED)

For the six months ended 30 June 2016 (Continued)

(a) Acquisition of Chengdu Xingang Sponge Co.,
Ltd. (Continued)

Assets acquired and liabilities recognised at the date of

19. WIBHKIE 2 7 (&)

HZ2016 56 30 H L@ A (&)

(a) WIBHEHBEHEERA A (H)

RUERHID BN EEMERRNAEGR

acquisition (determined on a provisional basis) are as
follows:

ERAEEEE)MT -

HK$’000
FHET
Property, plant and equipment ME - B RS 88,742
Investment properties WEME 62,049
Prepaid lease payments TERHEERK 49,238
Deferred tax assets BRI EE 10,890
Inventories FE 25,405
Trade and other receivables 2 5 R E MW GRIA 24,569
Bank balances and cash WITHEHBEIR S 49,890
Trade and other payables B 5 R EMERNFRIA (38,149
Taxation payable FESREIE (212)
Bank borrowings RITER (59,915)
Deferred tax liabilities REBIEAE (71,376)
141,131

The fair value of assets acquired and liabilities
recognised at the date of acquisition is provisional
pending receipt of information of the final valuation of
those assets and liabilities.

The fair value of trade and other receivables at the date
of acquisition amounted to HK$24,569,000. The gross
contractual amounts of those trade and other
receivables acquired amounted to HK$25,006,000 at
the date of acquisition. The best estimate at acquisition
date of the contractual cash flows not expected to be
collected is HK$437,000.

EUBEERCHARBENEERRZQF
BERGRETY ARFURZSEENAER
RIEENER -

Z 5 REAMBUFENEE BN ATES
24,569,000/ 7T - RUKEE B E - BB %
EEHRHEMBERRENBENSEA
25,006,000/ 7T © TEEMEEWEINE HIRS
MER IR B B & EEFHA437,0008 7T °

EREEERAT 41
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BL EN i

FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

19. ACQUISITION OF SUBSIDIARIES
(CONTINUED)

For the six months ended 30 June 2016 (Continued)

(a) Acquisition of Chengdu Xingang Sponge Co.,
Ltd. (Continued)

Goodwill arising on acquisition (determined on a
provisional basis):

19. WIBHKIE 2 7 (&)

HZ2016 56 H30H L@ A (&)

WIE R E R B SRR B IR A A ()

WIEELNEE (REFEEET)

HK$’000

FAT

Consideration transferred HEIRRE 97,948
Plus: Non-controlling interests (Note) N e e (PEE) 69,154
Less: Net assets acquired at provisional fair value B IREFATERENTFEE (141,131)
Gooduwill arising on acquisition W EE 2 25,971

Note: The non-controlling interests (49%) recognised at the
acquisition date was measured by the fair value of the
proportionate share of recognised amounts of net assets
acquired.

Goodwill arose in the acquisition of Chengdu Xingang
because the consideration paid for the combination
effectively included amounts in relation to the benefit of
expected synergies, revenue growth, future market
development and the assembled workforce of Chengdu
Xingang. These benefits are not recognised separately
from goodwill because they do not meet the recognition
criteria for identifiable intangible assets.

None of the goodwill arising on the acquisition is
expected to be deductible for tax purposes.

Net cash outflow arising on acquisition:

BYEE - POURHE B AR RR A JE R AR A SR M 21 (49%) T iR
B FEERRSEMELLH 2 2 FEF
=

WEEREFBCEEB B AN /A H
MREER LG AR TRIAEBOIA
PREBFTE TR A - AR R - R
MBEREREABNGE ° ZF eI
HEE D RER - AALNNT G Al @Bl &
BEEMERRE -

BB E SR E B A RS B BT 0A
0BR ©

WHEE £ MR HFER

HK$’'000

FET

Cash consideration HWeRE 97,948
Less: Bank balances and cash B IRITHEBREIR S (49,890)
48,058
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19. ACQUISITION OF SUBSIDIARIES

(CONTINUED)

For the six months ended 30 June 2016 (Continued)

(a) Acquisition of Chengdu Xingang Sponge Co.,

Ltd. (Continued)

Included in the profit for the interim period is
HK$1,170,000 attributable to Chengdu Xingang.
Revenue for the interim period includes HK$49,768,000
attributable to Chengdu Xingang.

Had the acquisition of Chengdu Xingang been effected
at the beginning of the interim period, the total amount
of revenue of the Group for the six months ended 30
June 2016 would have been HK$1,551,542,000, and
the amount of the profit for the interim period would
have been HK$38,536,000. The aforesaid information is
for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the
Group that actually would have been achieved had the
acquisition been completed at the beginning of the
interim period, nor is it intended to be a projection of
future results.

In determining the ‘aforesaid’ revenue and profit of the
Group had Chengdu Xingang been acquired at the
beginning of the interim period, the directors calculated
depreciation and amortisation of property, plant and
equipment based on the recognised amounts of
property, plant and equipment at the date of the
acquisition.

9. WIBHKIE 2R (&)

HZ2016 56 30 H L@ A (&)

(a)

WiE R E R B SRR B IR A 7] (4F)

B &R 75 FE (5 #9 1,170,000 78 7T 51 A A B35
Flo R ERUR A B35 K &P 57 78 IE(h &9
49,768,000 7T °

i W B A EB T B N R HRER W) B 7T - RIS
BN E 2201646 A30 B 1F/<1E A B A
4838 51,651,542,00078 7T + A HA B fE /9 )&
#538,536,000/8 7T it ERMEMEEAA
RMATR R M UER F HAES Y2 2R M 1E
TAREEER EERMNMARLESESE - 1
MERARREENTEA

REEE MR EBFTE I HI R E W B rO 15
ATNASKES [ it | WA @ FIES - B
HERYE - BFE RRENKE RS ERS
TR EBE MRIEBHOITE M
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

19. ACQUISITION OF SUBSIDIARIES
(CONTINUED)

a4

For the six months ended 30 June 2016 (Continued)

(b)

Step acquisition of Dormeo North America, LLC

On 9 September 2015, a wholly-owned subsidiary of
the Company entered into a first securities purchase
agreement (the “First Purchase Agreement”) with,
among others, Dormeo North America, LLC (“Dormeo”),
a company formed as a limited liability company
pursuant to the Delaware Limited Liability Company Act,
to acquire 36.5% of all of the membership interest in
Dormeo at an aggregate cash consideration of United
States dollars (“US$”) 10,000,000 (equivalent to
HK$77,500,000). Pursuant to the First Purchase
Agreement, the Group’s membership interest in Dormeo
is initially set at 36.5%, but will be automatically reduced
to 25% at 31 December 2017 if certain performance
warranties given by the investee and its parent company
are met (“Possible Reduction”).

On 11 April 2016, a wholly-owned subsidiary of the
Company entered into a second securities purchase
agreement (the “Second Purchase Agreement”)
with, among others, Dormeo, to increase the Group’s
ownership in Dormeo by an additional 14.81% and to
waive the Possible Reduction pursuant to First Purchase
Agreesment for a cash consideration of US$2,500,000
(equivalent to HK$19,375,000) by way of capital
injection to Dormeo.

The acquisition was completed on 12 April 2016.
Together with the 25% membership interest previously
held by the Group and the 11.5% membership interest
gain on the waiver of Possible Reduction, the Group is
able to exercise control over Dormeo and Dormeo
became a 51.31% subsidiary of the Company from that
date.

Dormeo is principally engaged in the business of selling
pillows, mattresses and related bedding accessories
and other consumer products in North America.

SINOMAX GROUP LIMITED
INTERIM REPORT 2016

19. WIBHKIE 2 7 (&)

HZ2016 56 H30H L@ A (&)

(b)

7B ER ¢ #E Dormeo North America, LLC

R2015F9A9H AR —HEEWBA
T8 (E b 8 4%) Dormeo North America, LLC
([Dormeo) (—FRIEFFRIZE M B R A RLE
MK BERETRRDINENEFERR
Z(ENBEHSE) UBELARE
10,000,000% ([ & D( A & ©
77,500,000 7T ) Y B Dormeo 36.5% 2 %
HiEZ BREEMEERS A5£BR
Dormeo A9 {% 54 z 5 ¥ JE £ 36.5% * B K
WIRE R RETGRARGHE 2 ETROREE
FIH - BIER2017FE12 A31 BAHEIRE
25% ([ AT REHIR ) ©

R2016F 48118 ARa—RHE2EHE
N A (E R BHE)Dormeos] M 8 — 1) & H
BEWR(E-NBEBZE] UM
Dormeo )T & #7572 1S N7k 5 & 72 Dormeo &9
BIMEB 1481 % RBCENEEHET
K AT EEEIRL - 328 42,500,000 % 7T (18
B 19,375,000/87T) °

W BE LB R 20164F 4 A 128 Ak ° ER A&
S B R ATHE B R 25% IR HE R EA G AT REEIRLA
BRI I15%KE gk AEBE%S
#f Dormeo B 42 1 4 & Dormeo i A& 7K /A &)
BB 5131 % EENNB AR °

Dormeo E EH ERILEMIE S HLEE - KRB
TR MBI A R E i R 2T -
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19. ACQUISITION OF SUBSIDIARIES

(CONTINUED)

19. WIBHKIE 2 7 (&)

For the six months ended 30 June 2016 (Continued)

(b) Step acquisition of Dormeo North America, LLC

(Continued)

The Group recognised a net loss of approximately of
HK$13,524,000 as a result of the re-measurement of
membership interests in Dormeo previously held and
the derivative financial assets related to membership
interests in Dormeo upon waiver of Possible Reduction.
The net loss is included in “Net loss on derecognition of
an associate” line item in the condensed consolidated
statement of profit or loss and other comprehensive
income.

Acquisition-related costs amounting to approximately
HK$286,000 that related to the above acquisition have
been excluded from the cost of acquisition and have
been recognised as an expense in the current period,
included in “other expenses” line item in the condensed
consolidated statement of profit or loss and other
comprehensive income.

Assets acquired and liabilities recognised at the date of
acquisition (determined on a provisional basis) are as
follows:

HZ2016 56 30 H L@ A (&)

(b)

7 [ ER e #E Dormeo North America, LLC
(#%)

AR EH T = AT B ) Dormeo I% R £ o
T2 A #A 62, 7T BE Bl R B 7 Dormeo A% 3R 1 25 /Y
MELREE TEERRBEIFED
13,524,000/8 7T © B8 F st ARR A8
mAREMEERERA [BUSERE 2 Q)
ZEEFEE P o

B2 I Y 875 B E YR A B R AN 49 286,000
BTTE B YIRS R A BERR I B HERR R AR HA
FMANRY  FEABRGEBRELEMEE
Wk r [EFE ] & -

RUYEE BB EERERANBREGR

EREEETE)WNT

HK$’'000

FET

Property, plant and equipment M - WE R 7,463
Intangible assets mEEE 148,252
Inventories rE 11,728
Trade and other receivables B 5 I E M EUERIR 19,228
Bank balances and cash WITHBRRIRS 12,357
Trade and other payables g5 R EH A ENRIE (46,912)
Bank borrowings IRITER (26,431)
Deferred tax liabilities BT A& (51,888)
73,797

EREEARAT 45
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BL EN i

FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

19. ACQUISITION OF SUBSIDIARIES

(CONTINUED)

For the six months ended 30 June 2016 (Continued)

19. WIBHKIE 2 7 (&)

HZ2016 56 H30H L@ A (&)

(b) Step acquisition of Dormeo North America, LLC (b) 7 EERYSEDormeo North America, LLC
(Continued) (#&)
The fair value of assets acquired and liabilities ERBEEERCHEREENKERR ZAYF
recognised at the date of acquisition is provisional BEARFRET HHKEZEEEREBES
pending receipt of information of the final valuation of BILERER -
those assets and liabilities.
The fair value of trade and other receivables at the date 25 N EMEWGIEN Y EE BN AT ER
of acquisition amounted to HK$19,228,000. The gross 19,228,000 7T - NUIE B HY - B WiErY%
contractual amounts of those trade and other SESRHEHMERFTENRENTER
receivables acquired amounted to HK$25,076,000 at 25,076,000/ 7T ° TEEMEEREIN G HRE
the date of acquisition. The best estimate at acquisition 2R YR B H R & b & & 5,848,000 7
date of the contractual cash flows not expected to be JC °
collected is HK$5,848,000.
Goodwill arising on acquisition (determined on a WHIEEARNEE (RYRELEET) -
provisional basis):
HK$’000
THIT
Consideration transferred by way of capital injection FHimTEEENRE 19,375
Derivative financial assets related to membership R EASR AT B2 B R BF 72 Dormeo IR S FE 25 Y
interests in Dormeo upon waiver of Possible THESREE
Reduction 15,672
Fair value of membership interests in Dormeo held L 8% 51358 Dormeo IR R AEZ I A 1B
before the acquisition 34,069
69,116
Plus: Non-controlling interests (Note) o SEyERR RS (B EE) 35,932
Less: Net assets acquired at provisional fair value B RN AFERENFEE (73,797)
Goodwill arising on acquisition WEEEE R R 31,251

Note: The non-controlling interests (48.69%) recognised at the
acquisition date was measured by the fair value of the
proportionate share of recognised amounts of net assets
acquired.
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19. ACQUISITION OF SUBSIDIARIES 19. WEEFI B 2 = (4&)

(CONTINUED)
For the six months ended 30 June 2016 (Continued)

(b) Step acquisition of Dormeo North America, LLC
(Continued)

Goodwill arose in the acquisition of Dormeo because
the cost of combination included a control premium. In
addition, the consideration paid for the combination
effectively included amounts in relation to the benefit of
expected synergies, revenue growth, future market
development and the assembled workforce of Dormeo.
These benefits are not recognised separately from
goodwill because they do not meet the recognition
criteria for identifiable intangible assets.

None of the goodwill arising on the acquisition is
expected to be deductible for tax purposes.

Net cash outflow arising on acquisition:

HZ2016 56 30 H L@ A (&)

7 [ ER e #E Dormeo North America, LLC

(4&)

HRAFRARGTAEREZE WE
Dormeo B EATEE - b9+ BEHZHH
REBEE LT AENATEBEEBOTE
Dormeo B TE B 173 [B] Ak fE ~ WH AIE &~ R 2K
MBERERERABNRE - 255 BT E
HEESFHER - BALTFA A5 &
BERERRE -

BRI E SR E BRI RS B BT 0A
0BR ©

WiBE £ MR HHFER

HK$’000

T

Cash consideration HeRE 19,375
Less: Bank balances and cash B SRITHEB IR S (12,357)
7,018

Since step acquisition, included in the loss for the
interim period is approximately HK$11,083,000 and
revenue for the interim period includes approximately
HK$35,461,000 attributable to Dormeo.

B R DB R U B DormeofE (5 ) 4
11,083,000 78 7Tt AR HAE 18 » e A
B & Dormeo JE G #I 49 35,461,000 7 7T, ©

EREEERAT 47
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE SIX MONTHS ENDED 30 JUNE 2016
EZ 2016 F 6 H 30 H1E~TEA

19. ACQUISITION OF SUBSIDIARIES
(CONTINUED)

438

For the six months ended 30 June 2016 (Continued)

(b)

Step acquisition of Dormeo North America, LLC
(Continued)

Had the acquisition of Dormeo been effected at the
beginning of the interim period, the total amount of
revenue of the Group for the six months ended 30 June
2016 would have been approximately
HK$1,571,609,000, and the amount of the profit for the
interim period would have been approximately
HK$27,352,000. The aforesaid information is for
illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the
Group that actually would have been achieved had the
acquisition been completed at the beginning of the
interim period, nor is it intended to be a projection of
future results.

In determining the ‘aforesaid’ revenue and profit of the
Group had Dormeo been acquired at the beginning of
the interim period, the directors calculated depreciation
and amortisation of property, plant and equipment
based on the recognised amounts of property, plant
and equipment at the date of the acquisition.

SINOMAX GROUP LIMITED
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19. WIBHKIE 2 7 (&)

HZ2016 56 H30H L@ A (&)

(b)

2 [ ER e #E Dormeo North America, LLC
(#)

fin U B8 Dormeo AR HAHR ¥ B #E 17 » BIIAEE
BREZ201646 A30H IE/<18 AR A
AEE 49 1,571,609,0005 7T » 1 H B R &9
i F 494 27,352,000 8 70 o it & BHE (37
B R AR WUE R EHIYE =AY
BRTAEBMER EEROKAREESE
B NNEBRARREENTER -

AT TE fisi Dormeo A H B 1 2 BB 60 15
MTAREEN [ Lt | WA RS EF
ERYE - BFE k&R ENUEE B BB ERH
TEAEME - BB MREOITE R -



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LEZES= b ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

19. ACQUISITION OF SUBSIDIARIES
(CONTINUED)

For the six months ended 30 June 2015

(c)

Acquisition of Shanghai Luen Tai Polyurethane
Co. Lid.

On 23 January 2015, an indirect wholly-owned
subsidiary of the Company entered into an acquisition
agreement (the “Acquisition Agreement”) with Mil-
ton Company Limited (“Mil-ton”), a company
incorporated in Hong Kong with limited liability and
wholly owned by a connected person of the Group, and
Chori Co., Ltd. (“Chori”), an independent third party
incorporated in Japan with limited liability whose shares
are listed on the Tokyo Stock Exchange, Inc.. Pursuant
to the Acquisition Agreement, the Group conditionally
agreed to acquire and Mil-ton and Chori conditionally
agreed to sell respectively 60% and 40% of the equity
interest in Shanghai Luen Tai Polyurethane Co. Ltd. (&
BE KB ER A F]) (“Shanghai Luen Tai’), a
company established in the PRC with limited liability,
and principally engage in the processing, manufacturing
and sales of polyurethane foam and products including
mattress, sofa and pillows. The cash consideration of
the acquisition was RMB21,000,000 (equivalent to
approximately HK$26,519,000) and RMB14,000,000
(equivalent to approximately HK$17,679,000), to Mil-ton
and Chori, respectively. The acquisition was completed
on 1 April 2015.

Acquisition-related costs amounting to HK$1,014,000
related to the acquisition had been excluded from the
cost of acquisition and had been recognised as an
expense during the six months ended 30 June 2015,
included in “other expenses” in the condensed
consolidated statement of profit or loss and other
comprehensive income.

19. WIBHKIE 2 7 (&)

HZ201556 A30HILAEA

(c)

WiE LgHAXGHEBRA A

R2015F 1 A23H KRR —RHEEE2E
MEAREERARAATER]D (—ER
EBEAMKINBRAR  THEAER—F
BEAT2ERE) KBRS ([§E])
(BIE=7 —HRBAEMKINER
NE HBRMREREAR S LWL
Wik ([ WEBHE]) - BRERERHR - &~
EEAKERERETM B R RERE A (KR
ENRHE e ASSARAR ([ L
K1) H60% K40% %1 - % & A — RS
B ERAR EBRENT - £ER
HERRIRAARER  BREKR - DER
TLEE - WEERIR & R E A& A R 21,000,000
7T (185 7 #926,519,00078 7T ) & A R #
14,000,000 7T ( /8 & 7 4917,679,000% 7t )
DRIEN TFEEREIE - Z W2 K 2015
F4H1BEK -

U B AE B Ak 7K 1,014,000 T BA UL BE A 78
BRREAAPRA  WHREBZ 201566 A
0B IEANEAERAMY  stABRLLEEIE
mREMEEREERANEMELEE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LR E =k ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016

HZE20164F6 A30HiF N 1EA

19. ACQUISITION OF SUBSIDIARIES 19. WEEHIE A B (4&)
(CONTINUED)
For the six months ended 30 June 2015 (Continued) HZ201556 A30HLLAEA (&)
(c) Acquisition of Shanghai Luen Tai Polyurethane (c) WHELEBAEBHEEGRAT(E)

Co. Ltd. (Continued)

Assets acquired and liabilities recognised at the date of R BHERENEENREERNEEN
acquisition are as follows: o
HK$’000
FET
Property, plant and equipment ) E Y 6,884
Inventories FE 26,211
Trade and other receivables B 5 K H At R IE 67,027
Bank balances and cash RITHEHB LIRS 1,012
Trade and other payables B 5 R HEAE A (29,873)
Taxation payable FERIBE SR (544)
Bank and other borrowings H|ITEK (26,519
44,198
The fair value of trade and other receivables at the date 85 M EAMEUGERKE B RN A FER
of acquisition amounted to HK$67,027,000. The gross 67,027,000/ 7T « IUEE B HY - BB RI %
contractual amounts of those trade and other EESGRHEMBERRENEBENSER
receivables acquired amounted to HK$70,489,000 at 70,489,000 7T « EET AR EIN G MRS
the date of acquisition. The best estimate at acquisition mERIE B BN REMET A3,462,0008
date of the contractual cash flows not expected to be JC °

collected amounted to HK$3,462,000.

Goodwill arising on acquisition: WEEENEE
HK$’000
FAT
Consideration transferred HERE 44,198
Less: Net assets acquired at provisional fair value W RERATEREFEE (44,198)
Goodwill arising on acquisition W E A2 -

50 SINOMAX GROUP LIMITED
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
LEZES= b ek

FOR THE SIX MONTHS ENDED 30 JUNE 2016
22016 F 6 H30 HiE 1A

19. ACQUISITION OF SUBSIDIARIES
(CONTINUED)

For the six months ended 30 June 2015 (Continued)

(c)

Acquisition of Shanghai Luen Tai Polyurethane
Co. Ltd. (Continued)

19. WIBHKIE 2 7 (&)

HZ201556 A30H L AEA (&)

(c) WiELEHABHEERAAHE)

Net cash outflow arising on acquisition: WEEENES RS :
HK$’000
FHET
Cash consideration BeRE 44,198
Less: Bank balances and cash B IRTTERERS (1,012)
43,186

Included in the profit for the interim period is
HK$7,206,000 attributable to Shanghai Luen Tai.
Revenue for the interim period includes HK$64,190,000
is attributable to Shanghai Luen Tai.

Had the acquisition of Shanghai Luen Tai been effected
at the beginning of the interim period, the total amount
of revenue of the Group for the six months ended 30
June 2015 would have been HK$108,782,000, and the
amount of the profit for the interim period would have
been HK$8,662,000. The aforesaid information is for
illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the
Group that actually would have been achieved had the
acquisition been completed at the beginning of the
interim period, nor is it intended to be a projection of
future results.

In determining the ‘aforesaid’ revenue and profit of the
Group had Shanghai Luen Tai been acquired at the
beginning of the interim period, the directors calculated
depreciation and amortisation of plant and equipment
based on the recognised amounts of plant and
equipment at the date of the acquisition.

AT AR EE A 2 7,206,000 78 TT R B LS
Ke FHBMABRE LB KENED
64,190,000 /87T °

U4 iE _Eig e KA R B9 2 A7k - AR &
E& =2015%F6 A30 A 1L/~ A A YA @5
/108,782,000 7T + # Hi% 71 4 8,662,000
BT o Rl ERHEMEREA - KM A KR MU
BRPHEYIE SRR TAEEER £
ERMBARLCERE  TMEERARKE
TR -

BRERNPHBICKBE LR REEAN
SEZ T ] WA GHME - EFRE
KRB R ERAZBE L RESEAEM
B RR . R s o
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OTHER INFORMATION
HitnEH

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2016, the interests or short positions of each Director
and the chief executive of the Company in the Shares, underlying
Shares or debentures of the Company or any of its associated
corporations (within the meaning in Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
(“SFO”)) which (a) were 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 he was taken or
deemed to have under such provisions of the SFO); (b) were
required, pursuant to section 352 of the SFO, to be entered in the
register maintained by the Company referred to therein; or (c) were
required pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuer (the “Model Code”) as set out in
Appendix 10 to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), to be notified to the
Company and the Stock Exchange, were as follows:

EERRESTHRAERRKRS - HEARORE
ERENERRAR

MR2016F6 A30H  ARFRIZEERESITTHRAER
ARRHEFRAEEEZE(EERLBBEFIEST1EE
FREEGEN ((FEREBEM®RG ) EXVED) 2% - A
R DK EEEP IS @ BIEEF RS EHEXV I
FBINSDEMEBNG ARG KBRS SAR
(BIEZBRESFRBERI GBI R BREEER
MERSERE)  O)RIEESFRAEEDFEI52EEE
RREFFTAARETE 2 ELMAESESRE 5k
C)REB R ATES LA EHR A K&k + Frak
IR TASFETEAFISHNIZESTR ([ZEEFR])
BHE AR KRB ATRERSARIT

Interests in the Company RAAB 2R
Approximate
Number of percentage of
Name of Director Nature of interest shares shareholding®
E=MA g RHEBE O RESHEILL®
LAM Chi Fan Founder of a discretionary trust 1,095,472,000 (L)® 62.60%
AR BIEEER LA
Beneficial owner 6,650,000 (L)“ 0.38%
EmEA A
CHEUNG Tung Beneficial owner 6,376,200 (L)® 0.36%
SRAR EREEA
CHEN Feng Beneficial owner 3,050,000 (L)@ 0.17%
PRl EnEEA
LAM Fei Man Beneficial owner 2,150,000 (L) 0.12%
hEE EmEAA
LAM Kam Cheung Beneficial owner 2,000,000 (L)@ 0.11%
PER R EREAA

52 SINOMAX GROUP LIMITED
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The letter “L.” denotes long position.

The calculation is based on the total number of 1,750,002,000 Shares in
issue as at 30 June 2016.

These Shares belong to Sinomax Enterprises Limited (“Sinomax
Enterprises”). Sinomax Enterprises is legally and beneficially owned as
to 50% by each of Chi Fan Holding Limited and The Frankie Trust,
respectively. The Frankie Trust is a discretionary family trust established by
LAM Chi Fan as settlor and Vistra Trustees (BVI) Limited (“Vistra”,
previously known as Orangefield Trustees (BVI) Limited) acting as the
trustee. The beneficiaries of The Frankie Trust are LAM Chi Fan and his
family members.

Each of LAM Chi Fan, CHEUNG Tung, CHEN Feng, LAM Fei Man and
LAM Kam Cheung, an executive Director, has been granted share options
to subscribe for 6,650,000, 6,376,200, 3,050,000, 2,150,000 and
2,000,000 shares, respectively, under the Pre-IPO Share Option Scheme,
all of which are still outstanding.

[LIEFR -

STETRIEAARNR2016F6 A0 B % TRH B
1,750,002,000 B 7T °

RERNEBEFECEBRAR([BHEBELEME - B2
B> % 93 RI|f Chi Fan Holding Limited % Frankie {555 &
SEERE A 50% o Frankie (SFE MM ERAR LA 2
BEREET  MELBFER T A » M Vistra Trustees (BVI)
Limited ([ Vistra - 518 Orangefield Trustees (BVI) Limited)
BZFTA o FrankieSrtHI 2 e ABMENLRERERKE -

HATEFMEN ~ KR ~ R - MEZRMBEHERES
RARBEABREABDNERTHERENARE
6,650,000 6,376,200 * 3,050,000 * 2,150,000 } 2,000,000
BEReAn » E B ARITEE ©

BHEEEERAF
TR -RFHH®mE
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Interests in associated corporation — Sinomax
Enterprises

RAAEEE 2 — BRBEE

Approximate
Number of percentage of
Name of Director Nature of interest shares" shareholding
EEnA EmME RHEHBO  RESNEIL
LAM Chi Fan Beneficiary of The Frankie Trust 15 (L) 50%
HER Frankie {S7EEI X 28 A
CHEUNG Tung Beneficiary of The Cheung’s Family Trust 5L 16.67%
SRR REKRKEFENKEA
CHEN Feng Beneficiary of The Feng Chen’s Family Trust 5() 16.67%
B BRI K R EFERE 2 A
Note: s -
(1) The letter “L” denotes long position. (1) TLIEEFE -

Saved as disclosed above, as at 30 June 2016, none of the
Directors and the chief executive of the Company had any interests
and short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register of the
Company required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

54 SINOMAX GROUP LIMITED
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2016, the person(s) (other than a Director or chief
executive of the Company) who had interests or short positions in
the Shares or underlying Shares as recorded in the register required

TERRZESERAR

R2016F6 A30H  EA L (TFEEARAESNR
SITBRABR) RGeS ABRE 5 P 3B RN IR IR &S
N BRI GBI 56 336 15 AN A B BT B f9 & e M ey 2s 5%

to be kept by the Company under Section 336 of the SFO were as ~ BZA T :
follows:
Approximate
Number of percentage of
Name Nature of interest shares™ shareholding®
HEH BB EEME ROEE® REHLAES L
Sinomax Enterprises® Beneficial owner 1,095,472,000 (L) 62.60%
ERBEREO BEmEAA
Chi Fan Holding Limited Interest of a controlled corporation 1,095,472,000 (L)® 62.60%
SIEHEE R
Vistra® Trustee of various trusts 1,095,472,000 (L) 62.60%
ZEMEFEMEFEA
LI Ching Hau Interest of spouse 1,102,122,000 (L)© 62.98%
TRE B (B i =
Notes: PiE -

The letter “L.” denotes long position.

The calculation is based on the total number of 1,750,002,000 Shares in
issue as at 30 June 2016.

Sinomax Enterprises is legally owned as to 50%, 16.67%, 16.67% and
16.67% by Chi Fan Holding Limited, Wing Yiu Investments Limited, The
James’ Family Holding Limited and Venture Win Holdings Limited,
respectively, and beneficially owned in the same proportion by The Frankie
Trust, The Cheung’s Family Trust, The James’ Family Trust and The Feng
Chen’s Family Trust, respectively.

These Shares belong to Sinomax Enterprises, which is legally owned as to
50% by Chi Fan Holding Limited.

Vistra acts as the trustee of The Frankie Trust, The James’ Family Trust,
The Cheung’s Family Trust and The Feng Chen’s Family Trust. The
beneficiaries of The Frankie Trust are LAM Chi Fan and his family
members. The beneficiaries of The Cheung’s Family Trust are CHEUNG
Tung and his family members. The beneficiaries of The James’ Family
Trust are CHEUNG Shui Ying and her family members. The beneficiaries
of The Feng Chen’s Family Trust are CHEN Feng and his family members.

These interests belong to LAM Chi Fan, the spouse of LI Ching Hau.
Under the SFO, LI Ching Hau is deemed to be interested in the same
number of Shares in which LAM Chi Fan is interested.

[LIfE%R -

STE IR A QA R20165F6 A30H B B 1T R M 2 H
1,750,002,000 A% 1T °

B % B ¥ 5 Bl fChi Fan Holding Limited * Wing Yiu
Investments Limited * The James’ Family Holding Limited }z
Venture Win Holdings Limited # 4 50% * 16.67% * 16.67% &
16.67% A W5 Bl [H Frankie (55t « RERKRIE(EFE
James Kk (Gt MR K G EEHAER LD E R E R -

ZERMBEHRBLEMA - MEHBDET)HACH Fan
Holding Limited # & 50% A& i€ i ©

Vistra¥& fE Frankie {5 5% * James R & 55T * RERGEER
PRI e (B 3T R EEA © Frankie 53T R X235 A BMEL R
HREKE - REREEINZHABRRLEREKE -
James RIEEFAMZHEABRKERERERE - BRILK &
EENZEABRMEEREKE -

ZERDBTREZRBMEAME - REERFLBEE
P FERBERASRMEN B ES 2 BRKE RO EE

fE o

BHEEEERAF

S lueonid L
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SHARE OPTION SCHEME

U]

56

The Pre-IPO Share Option Scheme

On 13 December 2013, the Pre-IPO Share Option Scheme
which complies with the requirements of Chapter 17 of the
Listing Rules was adopted by the shareholders of the
Company.

The Pre-IPO Share Option Scheme expired on 10 July 2014
and ceased to have effect after 10 July 2014. Share options
granted prior to the expiration of the Pre-IPO Share Option
Scheme but not yet exercised at that time shall continue to be
valid and exercisable in accordance with the Pre-IPO Share
Option Scheme.

The following tables disclose details of movements of share

BRERE

(M

BROHBRENBRETS

R2013F 12 A13H * AARIREHMNFTES L™
HAB17ERENERNARE S ERETS -

BHRARBEERERETTERN2014F7 A108 )8
W WA 2014FE7 A10BBTBAR - REXRA
i B 5 AT IS AR M AT 80 JE i AT 9% 0B 0 & B 14 R &
TENERESHEERANRESRARMESE
AT RS AR MERT 8] F LAFT(E ©

TERBERBEERXAMEEMBEEE SR LN

options granted under the Pre-IPO Share Option Scheme: BEAS R B s S
Outstanding Outstanding
Exercise asat Granted Lapsed Exercised asat
price per fdan  duringthe  duringthe  during the 30 June
Grantee Date of grant Vesting period Exercisable period Share 2016 Period Period Period 2016
Hootek 20165
&h 1518 il i i 67308
ARA RiiAg o k8 fikE  WAER B b3t fik BAGE
HKS
BT
1. Directors
. %
Mr. Lam Chi Fan (Chaimnan] 10 Feb 2014 10Fe0 2014-10 Jul 2014 10.Jul 2014-10.Jul 2019 074 1,330,000 - - - 1,330,000
WERRE(ER) VUEEI0R  DMELEIB-NUETAI0B NU4ETAI0R-2010E7A10
10Fe0 2014 10Feb 2014-10Jul 201 10.Jul 2016-10.Jul 2019 0.74 1,330,000 - - - 1,330,000
NUERI0E  DME2R10B-2015TA10B 15T F108-2019%7 710
10Fe0 2014 10Feb 2014-10 Jul 2016 10.Jul 2016-10.Jul 2019 0.74 1,330,000 - - - 1,330,000
NUERI0E  0ME2A10B-2016E7A10B 201657 F108-2019%7 710
10Fe0 2014 10Feb 2014-10Jul 2017 10Jul 2017-10.Jul 2019 0.74 1,330,000 - - - 1,330,000
NUERI0E  DME2R10B-017ETAN0B 017ETR108-2019%7 710
10Fe0 2014 10Feb 2014-10Jul 2018 10.Jul 2018-10.Jul 2019 0.74 1,330,000 - - - 1,330,000
NUERI0E  0ME2A10B-2018E7A10B 201857 F108-2019%7 710
Mr. Cheung Tung (Presicent) 10 Feb 2014 10Feb 2014-10 Jul 2014 10.Jul 2014-10.Jul 2019 0.74 1216,240 - - - 1216,240
RhRrk(23) DUELAI08  WME2RI0A-0UETAI0A 01457 F10B-201957 510
10Fe0 2014 10Fe0 2014-10 Jul 201 10.Jul 2016-10.Jul 2019 074 125,240 - - - 125,240
NUEQRI0R  01E2R10B-2015873108 5% 7F10R-2019%7710
10Fe0 2014 10Fe0 2014-10 Jul 2016 10.Jul 2016-10 Jul 2019 074 1215240 - - - 125,240
NUEQRIR 014E2R10B-2016877108 01657 F10R-2019%7710
10Fe0 2014 10Fe0 2014-10Jul 2017 10Jul 2017-10.Jul 2019 074 1215240 - - - 125240
NUEQRI0R  0E2RI0B-2017877108 017E7F10B-2019%7710
10Fe0 2014 10Fe0 2014-10 Jul 2018 10.Jul 2018-10.Jul 2019 074 125,240 - - - 125,240
NUEQRI0R  014E2F10B-2018577108 01857 F10R-2019%7710
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Mr. Chen Feng
RizE

Mr. Lam Kam Cheung
L

Ms. Lam FeiMen
HEZE

10Fe0 2014
DUELA108
10Fe0 2014
DUELA108
10Fe0 2014
N1E2A108
10Fe0 2014
N1UE2A108
10Fe0 2014
N1UE2A108

10Fe0 2014
N1UE2R108
10Fe0 2014
N1UE2R108
10Fe0 2014
N1UE2A108
10Fe0 2014
N1UE2A108
10Fe0 2014
N1E2A108

10Fe0 2014
N1E2A108
10Fe0 2014
N1E2A108
10Fe0 2014
N1E2A108
10Fe0 2014
N1UE2A108
10Fe0 2014
N1E2A108

10 Feb 2014-0.Jul 2014
DUELE08-201ETF108
10 Feb 201440 Ju 2015
NE2R10R-015% 7R 10R
10 Feb 201410 2016
NI4ELA0A-201657A108
10 Feb 201440 Ju 2017
N4EA0A-201TET 108
10 Feb 201440 2018
NI4EQF0A-201857A108

10 Feb 2014-40 2014
NI4ELF0A-2014ET 108
10 Feb 201440 Ju 2015
NI4ELA0A-20155T 108
10 Feb 201440 2016
NI4ELA10A-201657A108
10 Feb 201440 Ju 2017
NI4ELA0A-201TET 108
10 Feb 201440l 2018
NI4ELA0A-201857A108

10 Feb 2014-0 2014
NI4EQA0A-201ETA108
10 Feb 201440 Ju 2015
NI4ELA0A-20155TA108
10 Feb 201410l 2016
NI4ELA0A-201657A108
10 Feb 201440 Ju 2017
NI4EA0A-20TET 108
10 Feb 201410 2018
NI4ELA0A-201857A108

10Jul2014-10 Jul 2019
DUETF10B-201957 4108
10Jul2015-10 Jul 2019
01557 F108-201957 4108
10.Jul2016-10 Jul 2019
201657 7108201957 4108
10Jul2017-10 Jul 2019
DITETF108-201957 4108
10Jul2018-10 Jul 2019
201BE7 F108-201957 4108

10Jul2014-10 Jul 2019
DUET 108201957 4108
10Jul2015-10 Jul 2019
01557 F108-201957 4108
10Jul2016-10 Jul 2019
201657 7108201957 4108
10Jul2017-10 Jul 2019
DITET 108201957 4108
10.Jul2018-10 Jul 2019
2018E7F108-201957 4108

10Jul2014-10 Jul 2019
DUET 108201957 4108
10Jul2015-10 Jul 2019
01557 F108-201957 4108
10.Jul2016-10 Jul 2019
201657 7108201957 4108
10Jul2017-10 Jul 2019
DITETF108-201957 4108
10Jul2018-10 Jul 2019
201BE7F108-201957 4108

074

074

074

0.74

074

074

074

074

074

074

074

0.74

0.74

074

0.74

610,000

610,000

610,000

610,000

610,000

400,000

400,000

400,000

400,000

400,000

430,000

430,000

430,000

430,000

430,000

BHREEARAR

TERFERHPRE

610,000
610,000
610,000
610,000

610,000

400,000
400,000
400,000
400,000

400,000

430,000
430,000
430,000
430,000

430,000
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Outstanding Outstanding
Exercise asat Granted Lapsed Exercised asat
price per fdan  duringthe  duringthe  during the 30 June
Grantee Date of grant Vesting period Exercisable period Share 2016 Period Period Period 2016
o165 Haot6%
&h 1518 i i i 67308
ARA RHiA% oL fikd ke  BRER b P! fik BAGE
HKS
B
2. Other employees in  10Feb 2014 100 2014-10 Jul 2014 10.Jul 2014-10.Jul 2019 074 2711360 - (53,000 - 2,658,363
aggregate) NUEIRI0B  DUE2R10B-014ETAI0B 0UETRI0B-2019%7A108
2 EfpER(&H) 10Fen 2014 10 Feb 2014-10 Jul 2015 10Ju12015-10 Jul 2019 074 2713360 - (53000) - 2,660,360
NUEIRNE  NMERRI0B-0BETAI08 NGETR10B-2019%7410R
10Fen 2014 10 Feb 2014-10 Jul 2016 10.Ju12016-10 Jul 2019 074 2713360 - (53000) - 2,660,360
NUEIRNE  NUERRI0B-2065TA108 6ETR10B-2019%7410R
10Feb 2014 10 Feb 2014-10 Jul 2017 10Ju12017-10 Jul 2019 074 2713360 - (53000) - 2,660,360
NUEIRNE  NUERRI0B-0TETAI08 N1TETR10B-2019%7410R
10Fen 2014 10 Feb 2014-10 Jul 2018 10Ju12018-10 Jul 2019 074 2713360 - (53000) - 2,660,360
NUEIRNE  NERRI0B-01BETAI08 NBETRI0B-2019%7410R
Tota 33,856,000 - 265,000) - 33,591,000
aif
Number of share options exercisable at 30 June 2016 13,435,200
Ro1eE6 AN ATARERERS
Notes: e -

(@) During the six months ended 30 June 2016, 3 eligible participants,
who have been granted share options, have ceased to become
eligible participants upon termination of employment and the said
share options have automatically lapsed.

(b) Other details of the Pre-IPO Share Option Scheme are set out in
note 15 to the condensed consolidated financial statements.

The Post-IPO Share Option Scheme

On 4 March 2014, a share option scheme was conditionally
adopted by the shareholders of the Company (the “Post-IPO
Share Option Scheme”). No share option under the Post-IPO
Share Option Scheme has been granted since its adoption.
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DISCLOSURE OF INFORMATION ON
DIRECTORS

Changes in Directors’ biographical details since the date of the
Annual Report 2015 of the Company which are required to be
disclosed pursuant to Rules 13.51(2) and 13.51B(1) of the Listing
Rules, are set out as follows:

Mr. FAN Chun Wah Andrew, an independent non-executive
Director, has served as the independent non-executive director of
Nameson Holdings Limited (stock code: 1982) with effect from 29
January 2016. Mr. Fan was appointed as member of HKSAR
Committee on the Promotion of Civic Education and HKSAR
Justices of the Peace with effect from 1 April 2016 and 1 July 2016
respectively. He completed his mission of serving as the chairman
of the 23rd council of Hong Kong United Youth Association with
effect from 30 June 2016.

CORPORATE GOVERNANCE CODES

The Company is committed to maintaining high standards of
corporate governance to safeguard the interests of its Shareholders
and to enhance corporate value and accountability. The Company
has adopted the Corporate Governance Code (the “CG Code”)
contained in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited as its own
code of corporate governance. During the Reporting Period, all the
code provisions in the CG Code were met by the Company.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard set out in the Model Code in Appendix 10 to the Listing
Rules. The Company has made specific enquiry of all Directors and
all Directors confirmed that they have complied with the required
standards of the Model Code regarding Directors’ securities
transactions during the Reporting Period.
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REVIEW OF INTERIM RESULTS

The audit committee has reviewed, with the management, the
accounting principles and policies adopted by the Group, and
discussed the unaudited condensed consolidated financial
statements and interim report of the Group for the Reporting Period
and recommended its adoption by the Board.

In addition, the unaudited condensed consolidated financial
statements of the Group for the Reporting Period have been
reviewed by the independent auditors of the Company, Messrs.
Deloitte Touche Tohmatsu, in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the
Entity” issued by the HKICPA.

On behalf of the Board
Sinomax Group Limited
Lam Chi Fan
Chairman

Hong Kong, 22 August 2016
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