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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

The board (the “Board™) of directors (the “Directors’) of Sinomax Group Limited
(the “Company”) is pleased to announce the unaudited condensed consolidated
interim results of the Company and its subsidiaries (collectively, the “Group”) for the

six months ended 30 June 2018 (the “Period”).

BUSINESS REVIEW

Revenue by operating segments

For the Period, revenue of the Group increased by approximately HK$92.1 million or
approximately 4.7% to approximately HK$2,038.9 million (for the six months ended 30
June 2017: approximately HK$1,946.8 million).

China market recorded substantial revenue growth for the Period comparing with the

corresponding period last year.
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For the six months ended 30 June

HZE6H30BIEAEAR

2018 2017 Changes
201845 20174 g
HK$’000 HK$'000 %

FERT FHET
China market BT 5 1,208,192 1,069,042 +13.0%
North American market EMH 800,684 838,794 -45%
Europe and other overseas markets BUM & E Ah /g HNT 5 30,039 38,923 -22.8%
Total st 2,038,915 1,946,759 +4.7%

Sales to China market recorded a significant growth of approximately 13.0% for the
Period, as compared with the same period last year The sales increase in this region

was mainly due to the increase in market share of foam sales in China.

As there was a delay in a sales project with a customer in the United States of America
("US"), sales to the North American market recorded an approximately decrease in

4.5% for the Period, as compared with the same period last year
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MANAGEMENT DISCUSSION AND ANALYSIS

The general economy in Europe and other overseas markets were weak and we
recorded a decrease of sales of this region by approximately 22.8% for the Period, as

compared with the same period last year.

Gross profit

With an increase of approximately 4.7% in the Group's revenue, gross profit (the
“GP") decreased by approximately HK$47.6 million or approximately [2.1% to
approximately HK$347.3 million during the Period as compared to approximately
HK$394.9 million for the corresponding period last year The GP margin decreased by
approximately 3.3% from approximately 20.3% to approximately 17.0% as compared
with the corresponding period last year The major reasons of the decrease in the GP

margin during the Period were:

(I the cost incurred in production in a factory located in US resulted in a gross loss

of HK$20.2 million for the Period;

(2)  the significant increase in the purchase price of a key raw material of
polyurethane foam, namely, toluene diisocyanate (“TDI") for the Period, as

compared with the same period last year; and

(3)  the re-classification of HK$4 1.7 million as per selling and distribution costs below.

Costs and expenses

Selling and distribution costs for the Period decreased by approximately HK$41.0
million or approximately 17.7% to approximately HK$190.I million, as compared
to approximately HK$231.1 million for the six months ended 30 June 2017. The
decreased was mainly due to the classification of HK$41.7 million previously recorded
as selling expenses but now recorded as cost of goods sold of HK$36.7 million and net

of sales of HK$5.0 million for the current period as the Group adopted the HKFRS 5.

Administrative expenses for the Period decreased by approximately HK$0.6 million or
approximately 0.6% to approximately HK$106.6 million, as compared to approximately
HK$107.2 million for the six months ended 30 June 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

Other expenses mainly consisted of research and development expenses
which decreased by approximately HK$7.I million or approximately [7.8%
from approximately HK$40.0 million for the six months ended 30 June 2017 to
approximately HK$32.9 million for the Period.

Profit for the Period

As a result of the decline in GP and increases in costs and expenses as mentioned
above, profit for the Period decreased by approximately HK$0.8 million or
approximately 8.1% to approximately HK$9.1 million, as compared to approximately
HK$9.9 million for the six month ended 30 June 2017.

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

The financial position of the Group was healthy as at 30 June 2018. As at 30 June 2018,
the Group had net current assets of approximately HK$545.7 million, as compared to

approximately HK$388.4 million as at 31 December 2017.

Bank balances and cash increased by approximately HK$117.3 million or approximately
754% to approximately HK$272.8 million, meanwhile the inventory level increased
by approximately HK$16.6 million or approximately 2.4% to approximately HK$696.0
million compared to approximately HK$679.4 million as at 31 December 2017 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 2018, the Group had banking facilities amounting to approximately
HK$2,071.7 million of which approximately HK$1,077.2 million was utilized (31
December 2017: banking facilities amounting to approximately HK$1,598.4 million
of which approximately HK$827.5 million was utilized) (which amount includes bank

borrowings and bills payables).

The bills payables of the Group were secured by bank deposits of approximately
HK$3.6 million (31 December 2017: approximately HK$2.9 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital expenditure

The Group's capital expenditure for the Period amounted to approximately HK$27.0
million mainly for the purchasing of the Group's plant and machinery (31 December

2017: approximately HK$135.4 million).
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Financial ratios B #S L &R
As at As at
30 June 31 December
2018 2017
20184 R20174
6A30H 12831 H
Current ratio TRENEL RO 139.8% 128.8%
Quick ratio @ RELL RO 89.0% 78:4%
Gearing ratio @ BEBGFLEY 77.3% 56.2%
Debt to equity ratio BERE R RS 55.9% 443%

Notes: (TR

M Current ratio is equal to current assets divided by current liabilities.

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

S Gearing ratio is derived by dividing interest-bearing debt incurred in the ordinary

course of business by total equity.

@ 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
EEENWED T

FOREIGN CURRENCY EXPOSURE

The Group carries on business mainly in Hong Kong, The People’s Republic of China
(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. The Group will closely monitor
the trends of various foreign currencies 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

As mentioned in “Profit for the Period” in the Business Review Section, the major
reasons of the decrease in the profit during the Period were due to the production

costs of the US Factory and the significant increase in the purchase price of TDI.

) Though US factory experience a further delay in its production plan in 2018, we
have made several changes in areas of production and logistics. As the second
half year will be a traditional peak season, we expect the production volume of
the US factory will gradually pick up and there will be a turnaround of gross loss

to gross profit by the end of 2018;
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MANAGEMENT DISCUSSION AND ANALYSIS

2)  We have successfully developed several new customers in the US in 2017.
Sales to these customers are gradually increasing over the past months. We are

expecting a continuing growth in the second half year of 2018; and

3)  As mentioned in “Gross Profit” section, the TDI price increased significantly
during the Period. Strategically, we did not wholly transfer cost increase to our
customers. As a result, our gross profit dropped but we are able to obtain a
larger market share of foam sales. This was evidenced by the increase in sales
of approximately 13.0% in China market for the Period, as compared with the
same period last year We believe a larger market share will generate more
sales and profit for the Group in the long run.We expect the price of TDI will
become stable with a greater supply of TDI in the market by the end of 2018.

Recently there are more and more uncertainties in the US market where goods are
imported from the PRC. These uncertainties will inevitably affect our business and
profitability in the near future. With the advantage of having factories in the US and
the PRC, we are more flexible in arranging our production schedule to minimize any
additional tariffs that may arise. To further minimize the financial impact arising from the
uncertainties, we are looking for alternative locations of production, so as to reduce our

overall operating costs and to better serve our customers.

In China market, the Group offers a wide range of health and household products,
under its flagship brand “SINOMAX". The Group will further enhance brand
management through various marketing activities to reinforce brand recognition and
enhance the image of health, relaxation and comfort of the “SINOMAX" brand. Sales
under the brands “Octaspring”, “SPA Supreme” and “Zeopedic” increased steadily. The
Group will continue to promote its brands and products to corporate customers so
as to attract more corporate sales. During the Period, e-commerce sales of the Group
recorded a growth of approximately HK$1.0 million or 2.9% to approximately HK$35.9

million, as compared to approximately HK$34.9 million for the same period last year.

The Group will continue to upgrade the machinery so as to improve the production

efficiency and increase the competitiveness.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

Save as disclosed in the section “Prospects” above, 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 Period.

INTERIM DIVIDEND

The Board does not recommend the payment of any interim dividend for the six
months ended 30 June 2018 (for the six months ended 30 June 2017: Nil).

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2018, the employee headcount of the Group was 3,408 (30 June
2017: 3,533) and the total staff costs, including Directors’ remuneration and share
option expenses, amounted to approximately HK$219.6 million for the Period (for
the six months ended 30 June 2017: approximately HK$200.1 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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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2018, the interests or short positions of the Directors 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 of
Hong Kong Limited (the ““Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which they were 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 |0 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:

OTHER INFORMATION
Htt & #
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Interests in the Company RAEAR ZEHE
Approximate
Number percentage of
Name of Director Nature of interest of shares!” shareholding®
EEHS EEEE RODBEO REMYE DL
LAM Chi Fan Founder of a discretionary trust 1,263,338,000 (L)® 72.19%
MER B 15 (E FEHI AL A
Beneficial owner 8,150,000 (L)® 0.47%
BEHEAA
CHEUNG Tung Beneficial owner 7,876,200 (L)® 0.45%
SRR BEHEAA
CHEN Feng Beneficial owner 4,050,000 (L) 0.23%
PR A, BEHEAA
LAM Fei Man Beneficial owner 3,150,000 (L)@ 0.18%
MEE BEHEAA
LAM Kam Cheung Beneficial owner 3,000,000 (L) 0.17%
RERFE EHEAA
WONG Chi Keung Beneficial owner 300,000 (L)@ 0.02%
EER EHEAA
BEEER
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OTHER INFORMATION
Hitt & #

Approximate

Number percentage of
Name of Director Nature of interest of shares(" shareholding®
ESHS st ROEBE REBOEAHC
Professor LAM Sing Kwong, Simon Beneficial owner 300,000 (L)@ 0.02%
MRS B BEHEAA
FAN Chun Wah, Andrew, J. P Beneficial owner 300,000 (L)@ 0.02%
SEREA AL EREEA
ZHANG Hwo Jie Beneficial owner 300,000 (L)@ 0.02%
SR BEHEAA
WU Tak Lung Beneficial owner 300,000 (L)@ 0.02%
RizEe BEHEAA
Notes: UEE

(1) The letter “L" denotes long position.

(2)  The calculation is based on the total number of 1,750,002,000 shares in issue as at 30
June 2018.

(3)  These shares belong to Sinomax Enterprises Limited (“Sinomax Enterprises”).
Sinomax Enterprises is legally and beneficially owned as to 37.5% 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.

(4)  Each of LAM Chi Fan, CHEUNG Tung, CHEN Feng, LAM Fei Man and LAM Kam
Cheung, each being the 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. Each of LAM Chi Fan, CHEUNG Tung, CHEN Feng, LAM Fei Man
and LAM Kam Cheung, each being the executive Director; has been granted share
options to subscribe for 1,500,000, 1,500,000, 1,000,000, 1,000,000 and 1,000,000
shares, respectively, under the Post-IPO Share Option Scheme, all of which are
still outstanding. Each of WONG Chi Keung, Professor LAM Sing Kwong Simon,
FAN Chun Wah Andrew, J.P., ZHANG Hwo Jie and WU Tak Lung, each being the
independent non-executive Director, has been granted share options to subscribe for
300,000 shares respectively, under the Post IPO Share Option Scheme.
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() [L)J3EBEE-

Q) FEIRBARAFN0I8F6HI0AE
TR 42 %01, 750,002,000 31T ©

B) ZERNHBEXBELEERAA([E
HECEMA-EmBECED R H
Chi Fan Holding Limited }& Frankiefs 7E %
BOAE R B a5 B 37.5%H 25 ° Frankie
ERDMENKILIN 2 RRKET
MENLBIER T A fVistra Trustees
(BVI) Limited ([ Vistra | * 178 Orangefield
Trustees (BVI) Limited ) A5 5E A © Frankie
ERENZEABMELREREKE

4 BITEFMHENL RE BRA- A2
ERMBEHNECRBEEAAREE
AT B IR AT 81 5 B IR T B AR #E A
86,650,000 * 6,376,200 ~ 3,050,000
2,150,000 %2.2,000,0008% A% 17 2 3F 14 7
TE-ITEEMEL IR R
MEZRMNBHEHEREFTNARE
ERBIRERTE D RIEE T REREI
81,500,000 ~ 1,500,000 -~ 1,000,000
1,000,000 % 1,000,0008% A% {7 » 2 &B i K17
F-BIIIEMITER T ER  MBEAHK
B EBENTHLT RERIEEY
BERBEE A ARBEEEBRETS S B
T T BB A% 4 LA 3R B8 300,0008% A% 17



OTHER INFORMATION
Htt & #

Interests in associated corporation — Sinomax Enterprises R EE s —EHRBLHE

Approximate

Number percentage of
Name of Director Nature of interest of shares!” shareholding
E=pnS Bt R BB O RERNE D
LAM Chi Fan Beneficiary of The Frankie Trust 150 37.5%
MER FrankiefS FERI X 8 A
CHEUNG Tung Beneficiary of The Cheung's Family Trust 50 12.5%
SRR REKEEENZmA
CHEN Feng Beneficiary of The Feng Chen’s Family Trust 50 12.5%
BR A, BRILK R FEN X & A
Cheung ShuiYing Beneficiary of The James’ Family Holding Limited 150 37.5%
SRR 5 James' Family Holding Limited 2 52 2 A
Note: BT -
(1) The letter “L" denotes long position. () TLl#EEE-
Saved as disclosed above, as at 30 June 2018, none of the Directors and the B ESCHEEEE SN 7201856 A308 i
chief executive of the Company had any interests and short positions in the BEZRANAZEEITBRABRAER
shares, underlying shares and debentures of the Company or any of its associated Al A AEEOEE (E& RS K
corporations (within the meaning of Part XV of the SFO) as recorded in the register ERBIEXVEL) 2 xin - AEE R GH kE
of the Company required to be kept under section 352 of the SFO or as otherwise EEXPHBEERRARAREERR
notified to the Company and the Stock Exchange pursuant to the Model Code. HEKROESMGFE 2 ECMRZ#

mERR  HERBEETRSITANE
KRR MRz #m MK A -

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS TERRZEZRAE

As at 30 June 2018, the person(s) (other than a Director or chief executive of the 201856 4308 - AL (TEEARFA]
Company) who had interests or short positions in the shares or underlying shares as ERNHESTHAR) RIRG SAERERG, -
recorded in the register required to be kept by the Company under section 336 of the T?’Eﬁ BRI IR IR EE 75 M HAE 1R 55336 15 A
SFO were as follows: AIAGFENECMOEREIARNT

Approximate

Number percentage of
Name of Director Nature of interest of shares!” shareholding®
EE=pnS EaEtE RAEE O REFHBDLO
Sinomax Enterprises® Beneficial owner 1,263,338,000 (L) 72.19%
ERBELERO BEalEBA
Chi Fan Holding Limited Interest of a controlled corporation 1,263,338,000 (L) 72.19%

S RGLEE R

BREEEERLA 15
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OTHER INFORMATION

Hib & #

Approximate

Number percentage of
Name of Director Nature of interest of shares(" shareholding®
EEfE ERME ROEBEO REBHBDL
Vistra® Trustee of various trusts 1,263,338,000 (L) 72.19%
ZEAEFRHNETEA
LI Ching Hau Interest of spouse 1,271,488,000 (L)® 72.66%
AR B (L e
Notes: Bt
(1) The letter “L" denotes long position. () TLl#EgE-
(2)  The calculation is based on the total number of 1,750,002,000 shares in issue as at 30 ) FFETIBER2018F6A30H 2 B 81T
June 2018, A% 17 42 £11,750,002,000/% #E 1T °
(3)  Sinomax Enterprises is legally owned as to 37.5%, 12.5%, 37.5% and 12.5% by Chi B) EHMEDPESDABCH Fan Holding
Fan Holding Limited, Wing Yiu Investments Limited, The James' Family Holding Limited Limited * Wing Yiu Investments Limited
and Venture Win Holdings Limited, respectively, and beneficially owned in the same The James' Family Holding Limited 52 Venture
proportion by The Frankie Trust, The Cheung's Family Trust, The James' Family Trust Win Holdings Limited##37.5% * 12.5% *
and The Feng Chen's Family Trust, respectively. 37.5% K 12.5%% FE #E % 53 Bl 5 Frankie
E5t RENKIEIER - JamesK IR 1E7E M
R IEEEH A BRI P E i -
(4)  These Shares belong to Sinomax Enterprises, which is legally owned as to 37.5% by 4 “EBRNBELEBELEME MEHE
Chi Fan Holding Limited. BB THEHChi Fan Holding Limited# &
37.5%)% E H s ©
(5)  Vistra acts as the trustee of The Frankie Trust, The James' Family Trust, The Cheung's (5)  VistratE{EFrankiefS 5 » JamesHK & & 7T
Family Trust and The Feng Chen’s Family Trust. The beneficiaries of The Frankie Trust RERRGEELERBEAREELHZE
are Mr. LAM Chi Fan and his family members. The beneficiaries of The Cheung's A ° FrankielS st 2 28 A BMRE L&
Family Trust are Mr CHEUNG Tung and his family members. The beneficiaries of RERKEKE - RRREEFLHZ = A
The James' Family Trust are Ms. CHEUNG Shui Ying and her family members. The RRIR I RE KRR B © JamesR & 15
beneficiaries of The Feng Chen's Family Trust are Mr CHEN Feng and his family AN @ ARRKEL LT REREK
members. B o BRI K &S TR X i A BRI £
REREKE -
(6)  These interests belong to Mr. LAM Chi Fan, the spouse of Ms. LI Ching Hau. Under (6) “EHE=BTRELZTZREMENLL

16

the SFO, Ms. LI Ching Hau is deemed to be interested in the same number of Shares
which Mr: LAM Chi Fan are interested.
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SHARE OPTION SCHEME

@

The Pre-IPO Share Option Scheme

On |3 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 |0 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 table discloses details of movements of the share options granted

under the Pre-IPO Share Option Scheme:

OTHER INFORMATION
Htt & #

BRETE

() BXRABBEABRETS
FR2013F 128138 » KA B A% B ER 4Y
FEFTMRBEI7ERENERARF
BERIERERTS -

BHIR A ERIIEARERT 8201457
BloBEm  WRA2014F78 108 %& T
BAEB -RERAFARERERERT
EEmAT R L RN E R R ETER
B EESER M B AT IREE X AR
BERTERERT & T AT

TREEREERAFESHBRE
AAEREEREZESHT:

Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Date of grant ~ Vesting period Exercisable period perShare  [Jan2018  thePeriod  thePeriod the Period 30 june 2018
018 018
A8 RBA RER RER 68308
ERA RiAH 5E8 s BRAKE HAGE Rit 3 e HAGE
HKS
A
LAM Chi Fan (Chairman) 10 Feb 2014 10 Feb 2014-10 Jul 2014 10Jul 2014-10 Jul 2019 074 1,330,000 - - - 1,330,000
HEA(ER) VHFLRI0B 0I4FE2A108Z WI4FTRI0BE
014574108 019574108
10 Feb 2014 10 Feb 2014-10 Jul 2015 10Jul 2015-10 Jul 2019 074 1,330,000 - - - 1,330,000
WH4FIRI0B WI4FLAI0BE WISETRI0BE
015574108 019574108
10 Feb 2014 10 Feb 2014-10 Jul 2016 10Jul 2016-10 Jul 2019 074 1,330,000 - - - 1,330,000
WH4FIRI0B WI4FLAI0BE WIEETRI0BE
016574108 019574108
10 Feb 2014 10 Feb 2014-10 Jul 2017 10Jul 2017-10 Jul 2019 074 1,330,000 - - - 1,330,000
WH4FIRI0B WI4FLAI0BE WIETRIBE
07574108 019574108
10 Feb 2014 10 Feb 2014-10Jul 2018 10Jul 2018-10 Jul 2019 074 1,330,000 - - - 1,330,000
WH4FIRI0B WI4FLAI0BE WIBETRI0BE
0I8E7A10R 019574108
BAEEEARQA 17
20184 A B 5



OTHER INFORMATION

Hib & #

Grantee

ERA

Vesting period

BEA

Outstanding

asat
[an 2018
HI8E
IRIA
WA

Outstanding

asat

30 June 2018
#0185

64308

HATE

CHEUNG Tung (President)

KR (23)

CHEN Feng
il

18
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10 Feb 2014-10 Jul 2014
WI4ELRI0BE
2014577108

10 Feb 2014-10 ul 2015
W4ELRI0BE
2015577108

10 Feb 2014-10 ul 2016
W4ELRI0BE
016577108

10 Feb 2014-10 ul 2017
WI4ELRI0BE
0I757R 108

10 Feb 2014-10 ul 2018
WI4ELRI0BE
018577108

10 Feb 2014-10 ul 2014
WI4E2R108E
WI4ETR 108

10 Feb 2014-10 ul 2015
WI4E2R108E
WISETR 108

10 Feb 2014-10Jul 2016
WI4E2R108E
WI6ETA 108

10 Feb 2014-10 ul 2017
WI4E2R108E
WI7ETR 108

10 Feb 2014-10 ul 2018
WI4E2R108E
0I8E7A 108

Exercise
price
Exercisable period per Share
s BRITEE
HK$
AT
10 Jul 2014-10Jul 2019 074
W4ETRI0BE
201967R 108
10 Jul 2015-10Jul 2019 074
WISETRI0BE
201967R 108
10Jul 2016-10Jul 2019 074
WIEETRI0BE
201967R 108
10 Jul 2017-10Jul 2019 074
WI7ETRI0BE
201967R 108
1010l 2018-10Jul 2019 074
WIBETRI0AE
201967R 108
10Jul 201410 ul 2019 074
WI4ETRI0BE
019574108
10Jul 2015-10 ul 2019 074
WISETRI0BE
019574108
10Jul 2016-10 ul 2019 074
WIETRI0EE
019574108
10Jul 2017-10 ul 2019 074
WITETRI0BE
019574108
10Jul 2018-10 ul 2019 074
WIETAIEE
019574108

1275240

1275240

1275240

1275240

1275240

610000

610000

610000

610000

610000

1,275,240

1,275,240

1,275,240

1,275,240

1,275,240

610000

610000

610000

610000

610000



OTHER INFORMATION
Htt & #

Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Dateof grant ~ Vesting period Exercisable period perShare  [Jan2018  thePeriod  thePeriod  the Period 30 June 2018
H18E HI8E
IAIA REA R REA  6A30A
ERA RiAH 5B s BROKE HAGE = b3 i HRTE
HK$
AT
LAM Kam Cheung 10 Feb 2014 10 Feb 2014-10 Jul 2014 10 Jul 2014-10 Jul 2019 074 400,000 - - - 400,000
HigE W4ERI0B  014F2A10RF WI4ETAI0BE
201457R 108 201967R 108
10Feb 2014 10Feb 201410 ul 2015 10 Jul 2015-10Jul 2019 074 400000 - - - 400000
W4ERI0B  014F2A10RF WISETRI0BE
015577108 201967R 108
I0Feb 2014 10Feb 2014-10)ul 2016 10Jul 2016-10Jul 2019 074 400000 - - - 400000
W4ERI0B  01452A10RF WIEETRI0BE
016577108 201967R 108
I0Feb 2014 10Feb 2014-10)ul 2017 10 Jul 2017-10Jul 2019 074 400000 - - - 400000
W4ERI0B  01452A10RF WITETRI0BE
017577108 201967R 108
10Feb 2014 10Feb 201410 ul 2018 10 Jul 2018-10Jul 2019 074 400000 - - - 400000
W4ERI0B  01452A10RF WIBETRI0AE
0I857R 108 201967R 108
LAM Fei Man I0Feb 2014 10Feb 2014-10)ul 2014 10Jul 201410 ul 2019 074 430000 - - - 430000
HER W4ELA10B WH4E2RI08E WI4ETRI0BE
014F7F 108 019574108
10Feb 2014 10Feb 2014-10)ul 2015 10Jul 2015-10 ul 2019 074 430000 - - - 430000
W4ELIRI0B WI4E1RI0BE WISETRI0BE
0ISE7A10R 019574108
I0Feb 2014 10Feb 2014-10)ul 2016 10Jul 2016-10 ul 2019 074 430000 - - - 430000
WI4ELIRI0B WI4E1RI0BE WIETRIEE
016574108 019574108
I0Feb 2014 10Feb 2014-10)ul 2017 10Jul 2017-10 ul 2019 074 430000 - - - 430000
WI4ELIRI0B WI4E1RI0BE WITETRI0BE
VI7ETAI0R 019574108
I0Feb 2014 10Feb 2014-10)ul 2018 10Jul 2018-10 ul 2019 074 430000 - - - 430000
WI4ELIRI0B WI4E1RI0BE WIETRIEE

0I8F77 108

0I19F7A 108

BREEEERLA 19
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Hitt & #
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Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Dateof grant ~ Vesting period Exercisable period perShare  [Jan2018  thePeriod  thePeriod  the Period 30 June 2018
PR PNIEES
IBIB RER MR REA A
ERA R AH 5EH T8 BROKE HAGE Rit % e HEfR
HKS
B
Other employees (in aggregate) 10 Feb 2014 10 Feb 2014-10 Jul 2014 10Jul 2014-10 Jul 2019 074 2645860 - (49,000) - 259860
EfiES (R5) WHFLRIE  WI4FLAI08E WIHFTRI0EE
0I4F7R10H 0I957A10H
10 Feb 2014 10 Feb 2014-10 ul 2015 10 Jul 2015-10 Jul 2019 074 2647860 - (49,000) - 2598860
WH4EIAI0B WIH4FRI10BE WISETRI0BE
0I557A10H 0I957A10H
10 Feb 2014 10 Feb 2014-10)ul 2016 10 Jul 2016-10 Jul 2019 074 2647860 - (49,000) - 2598860
WH4EIAI0B WIH4FRI10BE WIETRI0BE
W0I657A10H 0I957A10H
10 Feb 2014 10 Feb 2014-10Jul 2017 10 Jul 2017-10 Jul 2019 074 2647860 - (49,000) - 2598860
WI4EIAI0B WH4FRI10BE WITETRI0BE
WI7E7R10H 0I957A10H
10 Feb 2014 10 Feb 2014-10Jul 2018 10 Jul 2018-10 Jul 2019 074 2647860 - (49,000) - 2598860
WI4EIAI0B WH4FRI10BE WIETRI0BE
018574 10H 019574 10H
Total 33463500 - (245,000) - 33218500
E
Number of share options exercisable
at 30 June 2018 26647400
018564308
AEEREHRR
Notes: {5
(@  During the Period, 12 eligible participants, who had been granted share (@ HFEA NEERBERENSE
options, ceased to become eligible participants upon termination of MSEENKR I EEEBERETE
employment and the said share options had automatically lapsed. REBERS2EE T Ll ERE
SRR
(b)  Other details of the Pre-IPO Share Option Scheme are set out in note |6 to by BARAAESRIERETSNE
the condensed consolidated financial statements. i FE 15 B0 R BR AR & B 75 Sk B
iTl6e

Sinomax Group Limited
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OTHER INFORMATION

Hftb & #

The Post-IPO Share Option Scheme iy BRXABRRERBRESE
On 4 March 2014, a share option scheme was conditionally adopted by the M20145F3 048 R A GIRER B &4
shareholders of the Company (the “Post-IPO Share Option Scheme”). B e ([BERPARBRERE
RAEsE)) -
On 26 January 2017 (the “Date of Grant”), the Company granted a total of R2017F 1 A26B ([REBH]) &
30,800,000 share options to 58 eligible participants, representing approximately NAEIMSSE G ER2EERE G #
1.76% of the 1750,002,000 shares in issue as at the Date of Grant. All 30,800,00017 BE A - AR E XX th A
30,800,000 share options are valid for a period of 5 years commencing from 1,750,002,000/% 2 Z1T AR 17 431.76% °
the relevant vesting date. Each option granted under the Post-IPO Share Option Ffi/530,800,00017 f& A% 1 B 1E A 53 /8 H
Scheme shall entitle the grantee to subscribe for one share upon exercise of HRBNESF S BERAAEEERE
such option at a subscription price of HK$0.69 per share. MR AR T AR AR R TET T B 54 R e
R IA B ARAR (7 0.698 TR R B BRI
— &Rt °
The following table discloses details of movements of the share options granted THRERRBEAAFEESRERE
under the Post-IPO Share Option Scheme: FTEIREEBRIEN ZEFS
Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Date of Grant ~ Vesting Period Exercisable period perShare  [Jan2018  thePeriod  thePeriod the Period 30 June 2018
R0I8%F 0185
IAIH MR MR REA 6A3A
ERA RHAH BEH T8 BRITRE HAGR R b3 it HRTH
HKS
AL
LAM Chi Fan (Chairman) 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 750,000 - - - 750,000
wEA (ER) VITEIRBE  WI7FIAKAZE WIEFIAVEE
WI8FI A26H W51 A26H
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 750,000 - - - 750,000
WIEIRBE  WITEIANEE WIFIRTHE
WI9FI A26H W% A26H
CHEUNG Tung (President) 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 750,000 - - - 750,000
RiR(23) WIEIANE  WI7EIFKEE WIBEIRTEE
01851 A26H 0051 A2
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 750,000 - - - 750,000
WI7EIAKE  WITFEIABAE WI9EIRVEE
01951 A26H 0051 A2
CHEN Feng V017 2% 201726)n 2018 27 Jan 201826 Jan 2002 069 500000 - - ~ 500000
B WITEIANE  WIEIAREE WIBEIRTEE
I8 A2 W05FI A
W07 2% 201726 fn 2019 27 Jan 201926 an 2022 069 500000 - - - 500000
VIEIRWE  WITEIANEE WIYFIATAE
WI9FI A2 W05FI A
BAEEEARQA 21
20184 A B 5
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Exercise  Outstanding Granted Lapsed  Exercised  Outstanding
price asat during during during asat
Grantee Date of Grant ~ Vesting Period Exercisable period perShare  [Jan2018  thePeriod  thePeriod  the Period 30 June 2018
oL} Raoise
1AIA RER RER RER  6B0A
REA RiLAH FEH s BROFE HAGE B b3 it HEROE
HKS
BT
LAM Kam Cheung 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 500000 - - - 500000
M WITEIBWE  WITFIANAE WIBEIRVAZ
201851 A26A 20041 F26H
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 500000 - - - 500000
WIEIRXE  WITEIABAE WI9EIRYRE
2019%1 A26H 20041 A6
LAM Fei Man 26Jan 2017 26Jan 2017-26 Jan 2018 27Jan 2018-26 Jan 202 069 500000 - - - 500000
HER WITEIRKE  W0I7FIFBEE WISEIAVHE
0I8E1A2%H WNEIAKA
26Jan 2017 26Jan 2017-26 Jan 2019 27Jan 201926 Jan 202 069 500000 - - - 500000
WI7EIFWE  WITFIABAE WOFIRVHE
019E1 A2 WNEIAKA
WONG Chi Keung 26an 2017 26Jan 201726 Jan 2018 27Jan 201826 Jan 202 069 150000 - - - 150000
IEH WITEIABE  WITEIBWAE WISEIRYEZ
0I8%1 A26A W% A2A
26an 2017 26Jan 201726 Jan 2019 27Jan 201926 Jan 202 069 150000 - - - 150000
WITEIABE  WITEIBWAE WIYEIAUEE
0I9%1 A26A W% A2A
Professor LAM Sing Kwong Simon 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 150000 - - - 150000
MHRAR WITEIBWE  0I7FIANAE WIBEIRVAZ
201851 A26H 200451 F26A
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 150000 - - - 150000
WIEIRXE  WI7EIABAE WI9EIRVRE
2019%1 A26H 200451 F26A
FAN Chun Wah, Andrew, [P 26Jan 2017 26Jan 2017-26 Jan 2018 27Jan 2018-26 Jan 202 069 150000 - - - 150000
BHREATHT WIEIRKE  0I7FIFBEE WISEIAVHE
0I8E1 A2 WNEIAKA
26Jan 2017 26Jan 2017-26 Jan 2019 27Jan 201926 Jan 202 069 150000 - - - 150000
WI7EIFWE  WITFIABAE WOFIRVHE
019E1 A2 WNEIAKA
ZHANG Hwo Ji 26Jan 2017 26Jan 201726 Jan 2018 27Jan 201826 Jan 202 069 150000 - - - 150000
Rl WIEIAKE  WITEIABEE WIBFIAUEE
0I8%1 A26A W% A26A
26Jan 2017 26Jan 201726 Jan 2019 27Jan 201926 Jan 202 069 150000 - - - 150000
WITEIABE  WITEIRWAE WI9EIAVEE

Sinomax Group Limited
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Exercise  Outstanding Granted Lapsed  Exercised  Outstanding
price asat during during during asat

Grantee Date of Grant ~ Vesting Period Exercisable period perShare  [Jan2018  thePeriod  thePeriod  the Period 30 June 2018

0185 0185
IRIB REA RMEA RMBa 6AXA
ERA R AH 5EH T8 BRAKE HAGE Bt %% e HATE
HKS
A
WUTak Lung 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 150000 - - - 150000
R WIEIRBE  0I7EIANAZ WIBEIATRE
018F 1 A26H W01 A2
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 150000 - - - 150000
WI7EIAXE  WITFIAWAE WIYFIATRE
01961 A26H W01 A2
Other employees (in aggregate) 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 11650000 - (2540,000) - 9,110,000
HirES (A5) WEIANE  WI7FIAKEZE WIBFIRVAE
I8 A26H W51 A26H
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 11650000 - (2540000) - 9110000
WI7EIAXA  WITFIABAE WIEIRTEE
01951 A26H W0FI A26H

Total 30,800000 - (5080000) - 25720000

At

Number of share options exercisable

at 30 June 2018 -
R0I8F6A30R
ATENERERE

Notes: B 5 -

(@  During the Period, Il eligible participants, who had been granted share @ R BERERENSER
options, ceased to become eligible participants upon termination of SEERKIEBERETNER
employment and the said share options had automatically lapsed. BERSEE M AERER

EEEVE

(b)  Other details of the Post-IPO Share Option Scheme are set out in note 16 to by BARAAEEERERETINE

the condensed consolidated financial statements. b FE 15 H A I FRAR & B TS R MY
iTl6e
BREEE

fR 2~ 7]
201 8F R HRSR & 23



OTHER INFORMATION
Hitt & #

DISCLOSURE OF INFORMATION ON DIRECTORS

Changes in Directors' biographical details since the date of the Annual Report 2017 of
the Company which are required to be disclosed pursuant to Rule 13.51B (1) of the

Listing Rules, is set out as follows:

FAN Chun Wah Andrew, J.P, an independent non-executive Director; has served as
an independent non-executive director of CNC Holdings Limited (Stock Code: 8356)
with effect from 5 January 2018.

SPECIFIC PERFORMANCE OBLIGATIONS OF THE CONTROLLING
SHAREHOLDER

The Company's wholly-owned subsidiary, Sinomax International Trading Limited (the
“Subsidiary"), as borrower and the Company as guarantor had entered into a facility
agreement (the “Facility Agreement”) with Hang Seng Bank Limited, OCBC Wing
Hang Bank Limited and United Overseas Bank Limited as lenders and mandated lead
arrangers, and Hang Seng Bank Limited as agent and security trustee, in respect of term
loan facilities of up to the aggregate principal amount of US$35 million and HK$273
million (the “Loan Facilities) with a final maturity date falling thirty-six months after
the date of the Facility Agreement (the outstanding loan balances were US$12 million
and HK$180 million as at 30 June 2018). It is provided in the Facility Agreement,
among other things, that an event of default will occur if, without the prior consent of
the majority of the lenders: (i) Sinomax Enterprises, a controlling shareholder of the
Company, ceases to maintain (directly or indirectly) at least 51% of the entire beneficial
ownership interest in the Company; (i) the following persons cease to collectively
maintain/retain (directly or indirectly) at least 51% beneficial ownership interest over
the entire issued share capital of Sinomax Enterprises: (a) Mr. Lam Chi Fan; (b) Mr
Cheung Tung; (c) any parent, spouse, child, brother or sister of the persons referred to
in (a) and (b) above; and (d) any trust whose principal beneficiary(ies) is any one or
more of the persons referred to under (a) to (c) above; (i) Mr. Lam Chi Fan ceases to
be the chairman of the Board; or (iv) Mr. Lam Chi Fan ceases to maintain control over

the management and business of the Company.

Failure to comply with any of the said obligations regarding control of the Company
will trigger an event of default under the Facility Agreement which may result in,
inter alia, the cancellation of all or any part of the commitments under the Facility
Agreement and all or part of the loans under the Loan Facilities becoming immediately

due and payable or becoming payable on demand.
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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 Listing Rules as its own code of corporate
governance. During the Period, all the code provisions set out 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 |0 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

Period.

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 Period and

recommended its adoption by the Board.

In addition, the unaudited condensed consolidated financial statements of the Group
for the Period have been reviewed by the independent auditors of the Company,
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 Hong Kong Institute of Certified

Public Accountants.

On behalf of the Board
Sinomax Group Limited
Lam Chi Fan

Chairman

Hong Kong, 28 August 2018
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
ERGREMBHRR 2 FHARSE

Deloitte

TO THE BOARD OF DIRECTORS OF SINOMAX GROUP LIMITED
(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 27 to 80, which comprises the condensed consolidated statement of
financial position as of 30 June 2018 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 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.

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

28 August 2018
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

EHGEREREMEZEKER

For the six months ended 30 June 2018
BUE20185F6 A308 LN E A

For the six months ended 30 June

BE6A30RLLAEA
2018 2017
20185 20174
HK$’000 HK$'000
FTHET THET
NOTES (unaudited) (unaudited)
B 5 (REFZX) (CREER)
Revenue L ON
Sales of goods HEE M 3 2,038915 1,946,759
Cost of sales SHE R AR (1,691,606) (1,551,906)
Gross profit ESVA 347,309 394,853
Other income H AU A 29,968 22266
Other gains and losses H b Yo K518 (4,460) (6,220)
Selling and distribution costs HE R KA (190,127) (231,134)
Administrative expenses TR X (106,589) (107,155)
Finance costs B AR (18,784) (10,635)
Other expenses HEaAX (46,737) (49,707)
Profit before taxation B Tt A1t 7 10,580 12,268
Income tax expenses PSR X 4 (1,496) (2,397)
Profit for the period B P ER A 5 9,084 9,871
Other comprehensive (expense) income that HETREFSEZEREN
may be reclassified subsequently to profit or loss Hib2mE (%) A
Exchange differences arising on translation of BREBINEBEEN
foreign operations M H E R (18,865) 29,682
Total comprehensive (expense) income for the period HIRZMHE (BIXX) WA %8 (9,781) 39,553
Profit for the period attributable to: THIALTREIGEIRREF -
Owners of the Company ZA/NEIE/ ZS DN 4,563 10,685
Non-controlling interests FEIERE = 4,521 (814)
9,084 9,871
BeEEE

fR 2~ 7]
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
HRGEEERAMEEKRER

For the six months ended 30 June 2018
BUE20185F6 H308 LN A A

For the six months ended 30 June

B Z6A30A LB A
2018 2017
20184 20174
HK$°000 HK$'000
FET FAET
NOTE (unaudited) (unaudited)

B 5 (REFR) CREZER)

Total comprehensive (expense) income for the period 7 A T EMGEIRN2E

attributable to: (X)W AMRzE:
Owners of the Company VAN/NETEZ S DN (12,949) 40,806
Non-controlling interests SRR HE R 3,168 (1,253)
(9,781) 39,553
Earnings per share BREN 7
— Basic —&R HK0.26 cent &l HKO.61 cent 71l
— Diluted —EE HK0.26 cent &l HKO.61 cent &1L
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
RS BB AR R

At 30 June 2018
720186 A30H

At At
30 June 31 December
2018 2017
20185 20174
6H30H 12H318
HK$'000 HK$'000
FHERT TET
NOTES (unaudited) (audited)
B 5 (REEZ) (ER)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M WE MRS 8 707,678 713,031
Investment properties KEE 95,049 99,389
Prepaid lease payments AN HEERIE 65,472 67,631
Deposits paid for acquisition of property, SUEE  BE &
plant and equipment BT IR 12,747 20,806
Goodwill kS 62,424 62,764
Intangible assets mAE 134,129 137,268
Rental deposits Heke 25,547 24,470
Deferred tax assets BRI A B 21,054 19,710
1,124,100 1,145,069
CURRENT ASSETS MEEE
Inventories FE 696,042 679473
Prepaid lease payments TERT I & IR 1,705 1,727
Trade and other receivables B 5 R E M EIFRIE 692,070 847,121
Bills receivables RS 10 74,102 16,814
Trade receivables at fair value through FHiREM 2 EWRENTE
other comprehensive income PR 2 B 5 WA I 72,064 -
Tax recoverable AT Y e A 18 - 1,719
Pledged bank deposits EHEIFIRITIER 3,593 2912
Fixed bank deposits ERITHER 102,897 32,852
Bank balances and cash RITEHRIRE 272,796 155,485
1,915,269 1,738,103
BEEER

fR 2~ 7]
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
AR S MR R

At 30 June 2018
20186 H30H

At At
30 June 31 December
2018 2017
20185 20175
6HA30H 12A31H
HK$’000 HK$'000
FET FHET
NOTES (unaudited) (audited)
P 5 (REER) (RE#EZ)
CURRENT LIABILITIES mBEE
Trade and other payables 2 5 RHEMERFRIE 12 565,547 623,192
Bills payables e R 13 93,138 91,474
Dividend payables FEAT AR B, 17,500 -
Taxation payable e IR 4,507 20,022
Contract liabilities AHEAE 1,480 -
Unsecured bank borrowings MIEAIRITER 14 687,387 614,990
1,369,559 1,349,678
NET CURRENT ASSETS mBNEEFE 545,710 388,425
TOTAL ASSETS LESS CURRENT LIABILITIES REERLBAEE 1,669,810 1,533,494
NON-CURRENT LIABILITIES EREBERE
Unsecured bank borrowings MIEAIRITER 14 296,634 121,064
Deferred tax liabilities EERIBAE 99,949 102,964
396,583 224,028
NET ASSETS BEFE 1,273,227 1,309,466
CAPITAL AND RESERVES BAR NG
Share capital A% A% |5 175,000 175,000
Reserves B 950,522 980,030
Equity attributable to owners of the Company RANTEHA ANEERER 1,125,522 |,155,030
Non-controlling interests SRR 147,705 154,436
TOTAL EQUITY M AR 1,273,227 1,309,466
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
BHHRGEREEE TR

For the six months ended 30 June 2018
BUE20185F6 A308 LN E A

Equity attributable to owners of the Company

KRR ARGLRER
Share Non-
Share Share Merger  Statutory Capital option  Translation  Retained Sub-  controlling
capital  premium reserve reserve reserve reserve reserve profits total  interests Total
BA  RGEE AHEE AERE A0RE BRERSE EXGR REEA Dt FERER &zt
HKS000  HK000  HKFO00  HKS000  HK$O00  HKS000  HK$000  HKFOOO  HKS000  HKFO00  HKS000
TEx  TEx  TExr  TExr  TEx  TEx  TExr  TExr TEr TEr TERx
(note)
GiE3)
At | January 2017 (audited) M0I75 1A 18 (£ER) 175000 404520 (403835 12621 1510 13575 (35238) 891,137 1059290 154806 121409
Proft (loss) for the period Bnaf (58) - - - - - - - 10685 10685 (814) 9471
Exchange difference arising on translation BERNEBELNERZER

of foreign operations - - - - - - 30121 - 30121 (439) 29,682
Total comprehensive income BNRENA (B 2%

(expense) for the period - - - - - - 30121 10685 40,806 (1,253) 39553
Dividend recognised as distribution (note 6) BRAN KRS (Hite) - - - - - - - (17500 (17500) - (17500
Dividend paid to non-controling interests AFERERA OB - - - - - - - - - (188)  (1189)
Recognition of share option expense BRBRRERX - - - - - 27% - - 2,794 - 27%
Transfer 8% - - - 2908 - - - (2908) - - -
At 30 June 2017 (unaudited) M0I756A308 (REFHE) 75000 404520  (403835) 15509 1510 16,369 GI17) 881414 1085390 141655 1227045
At 31 December 2017 (audited) ROI7FI12R318 (88%) 175000 404520 (403,835 15,529 1,510 19,163 32,740 910403 1155030 154436 1309466
Adjustments (see note 2) BE (M) - - - - - - - (464) (464) - (464)
At | January 2018 (restated) R0ISFI A1 (BE7]) 175000 404520 (403,835 15,529 1510 19,163 32,740 909939 1154566 154436 1,309,002
Profit for the period BREF - - - - - - - 4563 4563 4521 9,084
Exchange difference arising on translation BEBNEBELNELZER

of foreign operations - - - - - - (17,512) - (17,512) (1353)  (18865)
Total comprehensive (expense) BN2E (B WALE

income for the period - - - - - - (17512) 4563 (12,949) 3,168 (9,781)
Dividend recognised as distribution (note 6) REDEERE (k) - - - - - - - (175000 (17,500) - (17500)
Dividend paid to non-controlling interests AFERRERZIHRE - - - - - - - - - (9.899) (9.899)
Recognition of share option expense RERER - - - - - 1,405 - - 1,405 - 1,405
Lapse of share options BREXY - - - - - (1,261) - 1,261 - - -
Transfer 8 - - - 2473 - - - 4B - - -
At 30 June 2018 (unaudited) M0I8F6A0A (REHE) 175000 404520 (403835 18,002 1510 19,307 15228 895790 1125522 147,705 1273207
Note: The merger reserve represented the difference between the total equity of bist: aOHREEBHERBEEEARARIER

those subsidiaries which were transferred from the shareholders of Sinomax

Enterprises Limited, the immediate holding company of the Company (“Individual

Shareholders”) to Treasure Range Holdings Limited (“Treasure Range”), a wholly

owned subsidiary of the Company, attributable to the owners of the Company

and the aggregated share capital of the relevant subsidiaries pursuant to the group

reorganisation where the transfer of the relevant 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 holding company of the

Company.

AELEZEWBARMERERE (B
NEAMEEER AT EHBECERRA
AR ([ERRR]) AR F2E
Fff J& /A B Treasure Range Holdings Limited
([Treasure Range ] ) #:% ) ELAH RN B A
AR AN 4AZE ) Z 58 © [ Treasure Rangedd
EAARM B A R BB T B B Treasure
Rangelm AN 1 A1 BT Ik 19 K2 AR A &) )
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HHGERERER

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

For the six months ended 30 June

BE6A30RLLAEA
2018 2017
20185 20174
HK$’000 HK$'000
FTHET THET
(unaudited) (unaudited)
(REFZX) (CREER)
Operating activities R SEE
Operating cash flows before movements in working capital &8 & &2 EAIMNLE RS RE 83,325 62,966
Increase in inventories FEIEM (27,137) (121,315)
Decrease (increase) in trade and other receivables B 5 R EH A BRI A (150) 62,698 (33,004)
(Decrease) increase in trade and other payables B 5 R E A AT FRIE Ofid) 1N (99,591) 96,538
Other operating cash flows HEgcgRemne (13,649) (37,965)
Net cash from (used in) operating activities RETBHEE (BR)REFHE 5,646 (32,780)
Investing activities RETE
Payments for property, plant and equipment SAE - BB KR RIE (26,983) (99,257)
Placement of pledged bank deposits FREERIRITER (3,684) -
Withdrawal of pledged bank deposits B EAERITIFR 2,947 200
Placement of fixed bank deposits T HUE BRIRTTIE X (72,234) (41
Interest received AR 372 402
Net cash used in investing activities REETHHARSFHE (99,582) (98,696)
Financing activities BMEEE
New unsecured bank borrowings raised FESMEERRITER 536,010 305,827
Repayment of unsecured bank borrowings ERBEEMIRITER (293,543) (123,024)
Interest paid EARFLE (18,784) (10,635)
Dividend paid to non-controlling interests A FE 2 A he 2 P S T RO AR B (9,899) (11,898)
Net cash from financing activities RMETBHELERSFHE 213,784 160,270
Net increase in cash and cash equivalents BERBEEEYEMEE 119,848 28,794
Cash and cash equivalents at beginning of the period HYBReRRSEED 155,485 131,848
Effect of foreign exchange rate changes E R B (2,537) 2,687
Cash and cash equivalents at end of the period, BMRASRAEEEY:
represented by bank balances and cash NERITHE SR IR & 27 272,796 163,329
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BASIS OF PREPARATION

The condensed consolidated financial statements of Sinomax Group Limited
(the “Company”) and its subsidiaries (collectively referred to as the “Group™)
have been prepared in accordance with Hong Kong Accounting Standard
("HKAS") 34 “Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA") as well as the applicable disclosure
requirements of Appendix |6 to the Rules Governing the Listing of Securities on

The Stock Exchange of Hong Kong Limited.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments, which are measured

at fair values, as appropriate.

Other than changes in accounting policies resufting from application of new
and amendments to Hong Kong Financial Reporting Standards (“HKFRSs"),
the accounting policies and methods of computation used in the condensed
consolidated financial statements for the six months ended 30 June 2018 are
the same as those followed in the preparation of the Group's annual financial

statements for the year ended 31 December 2017.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

LR RS S e s
For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

Application of new and amendments to HKFRSs and an interpretation

In the current interim period, the Group has applied, for the first time, the
following new and amendments to HKFRSs and an interpretation issued by the
HKICPA which are mandatory effective for the annual period beginning on or
after | January 2018 for the preparation of the Group’s condensed consolidated

financial statements:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers and
the related Amendments
HK(IFRIC) — Int 22 Foreign Currency Transactions and Advance

Consideration

Amendments to HKFRS 2 Classification and Measurement of Share-based
Payment Transactions
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with

HKFRS 4 Insurance Contracts

Amendments to HKAS 28 As part of the Annual Improvements to
HKFRSs 2014 — 2016 Cycle

Amendments to HKAS 40 Transfers of Investment Property

The new HKFRSs have been applied in accordance with the relevant transition
provisions in the respective standards which results in changes in accounting

policies and amounts reported as described below.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1

Impacts and changes in accounting policies of application on HKFRS
15 Revenue from Contracts with Customers (“HKFRS 15”)

The Group has applied HKFRS 15 for the first time in the current interim
period. HKFRS |5 superseded HKAS 18 Revenue, HKAS || Construction

Contracts and the related interpretations.

The Group has applied HKFRS 5 retrospectively with the cumulative
effect of initially applying this Standard recognised at the date of
initial application, | January 2018. Any difference at the date of initial
application is recognised in the opening retained profits and comparative
information has not been restated. Furthermore, in accordance with the
transition provisions in HKFRS |5, the Group has elected to apply the
Standard retrospectively only to contracts that are not completed at
| January 2018. Accordingly, certain comparative information may not
be comparable as comparative information was prepared under HKAS
I8 Revenue and HKAS |1 Construction Contracts and the related

interpretations.

ARG E M B RRME

For the six months ended 30 June 2018
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1 Impacts and changes in accounting policies of application on
HKFRS 15 Revenue from Contracts with Customers (“HKFRS 15”)
(Continued)

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 15

HKFRS 15 introduces a 5-step approach when recognising revenue:

. Step I:Identify the contract(s) with a customer

. Step 2: Identify the performance obligations in the contract

. Step 3: Determine the transaction price

. Step 4: Allocate the transaction price to the performance

obligations in the contract

. Step 5: Recognise revenue when (or as) the Group satisfies a

performance obligation

Under HKFRS 15, the Group recognises revenue when (or as) a
performance obligation is satisfied, i.e. when “control” of the goods
underlying the particular performance obligation is transferred to

the customer.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1

Impacts and changes in accounting policies of application on
HKFRS 15 Revenue from Contracts with Customers (“HKFRS 15”)
(Continued)

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 15 (Continued)

A performance obligation represents a good (or a bundle of goods)
that is distinct or a series of distinct goods that are substantially the

same.

Control is transferred over time and revenue is recognised over
time by reference to the progress towards complete satisfaction of
the relevant performance obligation if one of the following criteria

is met:

. the customer simultaneously receives and consumes the
benefits provided by the Group'’s performance as the Group

performs;

. the Group's performance creates and enhances an asset that

the customer controls as the Group performs; or

. the Group's performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to

date.

ARG E M B RRME

For the six months ended 30 June 2018

2. %

2.1

HZE2018%F6 308 IE/~18 A

ESREE (#)

FERE B ERELERE IS5
EFaNkE ([FRUMBR
ERERAEISH ) 2REREF
HEREH (&)

211 EREEBHBHEERE
ISEFFBEHZ B HEE
EZE (/E)
BHEEERENER (s
—HEm) I — R K
R E R & & o

& AT Hh—1aR
BT FI R H
B mlmf2REeRE
THEBRNEENERS
o B By SR

- REAKEBAR T
P [R) BF BX A5 30 #E A
REBBAFRM
oIk

- ARERHELER
RAA—IHEE  M%
BENAKERED
By = PR 2R

- ARERBROALTE
EAEEBEERA
BHEE AAKHE
HieSDTRELN
A B AT 9
HITHORER] -

RAEEEAERA T 37
201 8F R HRSR &

=



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B 1 Wk M ot
For the six months ended 30 June 2018
BUZE20185F6 A308 (L7518 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1

38

Impacts and changes in accounting policies of application on
HKFRS 15 Revenue from Contracts with Customers (“HKFRS 15”)
(Continued)

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 15 (Continued)

Otherwise, revenue is recognised at a point in time when the

customer obtains control of the distinct good.

A contract liability represents the Group's obligation to transfer
goods to a customer for which the Group has received
consideration (or an amount of consideration is due) from the

customer.

The Group recognises revenue from the following major sources:

. Manufacture and sales of health and household products

. Manufacture and sales of polyurethane foam

The Group sells its health and household products and
polyurethane foam to its customers through wholesale and retall
channels and distributors. Revenue is recognised at a point in time
when there is persuasive evidence that the control of the goods
has been transferred to the customers (i.e. the customers have
adequate control over the product and the Group has no unfulfilled
obligations that affect customer acceptance products). The Group
recognised product sales at the sales value of goods less estimated

discounts, rebates and sales related taxes.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1

Impacts and changes in accounting policies of application on
HKFRS 15 Revenue from Contracts with Customers (“HKFRS 15”)
(Continued)

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 15 (Continued)

Variable consideration

For contracts that contain variable consideration, the Group
estimates the amount of consideration to which it will be entitled
using either (a) the expected value method or (b) the most likely
amount, depending on which method better predicts the amount

of consideration to which the Group will be entitled.

The estimated amount of variable consideration is included in the
transaction price only to the extent that it is highly probable that
such an inclusion will not result in a significant revenue reversal
in the future when the uncertainty associated with the variable

consideration is subsequently resolved.

At the end of each reporting period, the Group updates the
estimated transaction price (including updating its assessment of
whether an estimate of variable consideration is constrained) to
represent faithfully the circumstances present at the end of the
reporting period and the changes in circumstances during the

reporting period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

EECE Sl E & e
For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1 Impacts and changes in accounting policies of application on
HKFRS 15 Revenue from Contracts with Customers (“HKFRS 15”)
(Continued)

2.1.2 Summary of effects arising from initial application of HKFRS 15

The initial application of HKFRS |5 has no material impact on
retained profits at | January 2018.

The following adjustments were made to the amounts recognised
in the condensed consolidated statement of financial position at
| January 2018. Line items that were not affected by the changes

have not been included.

2.

TEREFEHE (&)

2.1 FEREBMBHELEAEISH
EFEHNE ([BEBUBR
EERFISH ) 2HEREF
BREE (K)

212

BEAXREREBYBHREE
BB 155 B 3> &/ & BT
BAEABBVEHREE
BIIZE 155% $ FA20184F | A |
BZRB&FIEER
g °

201851 B B 2 B8R 4R
BB RER &5
EEHUATRAE - RZE
BB EE T AL
[ﬂqo

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 15 at
31 December | January
2017  Reclassification 2018
R2018%F
|AIBRE
FRIRA017F BERMBRE
12A318 HERIE IS5
EHNREE ENPE fREE
Note HK$'000 HK$'000 HK$'000
Pt &E TET TR TR
Current Liabilities RBAE
Trade and other payables BHREMENTIE 623,192 (1,255) 621937
Contract liabilities ARaRE @) - 1,255 1255

(@ As at | January 2018, deposits received from customers of
approximately HK$1,255,000 in respect of contracts previously
included in trade and other payables were reclassified to
contract liabilities.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B T Wk M oE

For the six months ended 30 June 2018

BUZE20185F6 A308 (L7518 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHEX (&)

2.1 Impacts and changes in accounting policies of application on 21 EREBRMBREERSEISH
HKFRS 15 Revenue from Contracts with Customers (“HKFRS 15”) EFEHAWR ([EEMKER
(Continued) HERFISH ) 2 HERET

HEREH (&)
2.1.2 Summary of effects arising from initial application of HKFRS 15 212 BREFEEBHBEHREE
(Continued) B 15585 BBz HE B
(&)
The following tables summarise the impacts of applying HKFRS TR ERE AN
I5 on the Group's condensed consolidated statement of financial HREAFISFEREEHR
position as at 30 June 2018 for each of the line items affected. 201856 A30A &Y ff BH 47
Line items that were not affected by the changes have not been EFBRARNBTESR
included. ZIHANTE - RXEH

FEZER T AR

Impact on the condensed consolidated statement of financial BIEF 4T & BT A & B
position FE
Amounts
without

application of
As reported Adjustments HKFRS I5

RIEA
BERUH
&
155
ME R AR HeHE
HK$000 HK$000 HK$ 000
FAET FAET FET
Current Liabilities REEE
Trade and other payables B 5 KEMEMNKIE 565,547 1,480 567,027
Contract liabilities ANERE 1,480 (1,480) -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

22

Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”)

In the current period, the Group has applied HKFRS 9 Financial
Instruments and the related consequential amendments to other HKFRSs.
HKFRS 9 introduces new requirements for |) the classification and
measurement of financial assets and financial liabilities, 2) expected credit

losses ("ECL") for financial assets and 3) general hedge accounting.

The Group has applied HKFRS 9 in accordance with the transition
provisions set out in HKFRS 9. i.e. applied the classification and
measurement requirements (including impairment) retrospectively to
instruments that have not been derecognised as at | January 2018 (date
of initial application) and has not applied the requirements to instruments
that have already been derecognised as at | January 2018.The difference
between carrying amounts as at 31 December 2017 and the carrying
amounts as at | January 2018 are recognised in the opening retained
profits and other components of equity, without restating comparative

information.

Accordingly, certain comparative information may not be comparable
as comparative information was prepared under HKAS 39 Ffinancial

Instruments: Recognition and Measurement.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.2 Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9

Classification and measurement of financial assets
Trade receivables arising from contracts with customers are initially

measured in accordance with HKFRS 5.

All recognised financial assets that are within the scope of HKFRS 9
are subsequently measured at amortised cost or fair value, including
unguoted equity investments measured at cost less impairment

under HKAS 39.

Debt instruments that meet the following conditions are

subsequently measured at amortised cost:

. the financial asset is held within a business model whose
objective is to hold financial assets in order to collect

contractual cash flows; and

. the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.2 Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of
HKFRS 9 (Continued)

Classification and measurement of financial assets (Continued)

Debt instruments that meet the following conditions are
subsequently measured at fair value through other comprehensive
income (“FVTOCI"):

. the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash

flows and selling the financial assets; and

. the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of

principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair value

through profit or loss (“FVTPL").
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

22

Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9 (Continued)

Classification and measurement of financial assets (Continued)

Trade receivables classified as at FVTOCI

Subsequent changes in the carrying amounts for trade receivables
classified as at FVTOCI as a result of interest income calculated
using the effective interest method are recognised in profit or
loss. All other changes in the carrying amount of these receivables
are recognised in other comprehensive income (‘OCI") and
accumulated under the heading of FVTOCI reserve. Impairment
allowance are recognised in profit or loss with corresponding
adjustment to OCI without reducing the carrying amounts of these
receivables. The amounts that are recognised in profit or loss are
the same as the amounts that would have been recognised in profit
or loss if these receivables had been measured at amortised cost.
When these receivables are derecognised, the cumulative gains or
losses previously recognised in other comprehensive income are

reclassified to profit or loss.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.2 Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9 (Continued)

Classification and measurement of financial assets (Continued)

Trade receivables classified as at FVTOCI (Continued)

The directors of the Company reviewed and assessed the Group's
financial assets as at | January 2018 based on the facts and
circumstances that existed at that date. Changes in classification
and measurement on the Group's financial assets and the impacts

thereof are detailed in Note 2.2.2.

Impairment under ECL model

The Group recognises a loss allowance for ECL on financial assets

which are subject to impairment under HKFRS 9 (including trade

and other receivables, bills receivables, trade receivables at FVTOC],

pledged bank deposits, fixed bank deposits and bank balances). The
amount of ECL is updated at each reporting date to reflect changes

in credit risk since initial recognition.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B T Wk M oE

For the six months ended 30 June 2018

BUZE20185F6 A308 (L7518 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHEX (&)

2.2 Impacts and changes in accounting policies of application on HKFRS 22 EREBMB®REERFEIR

9 Financial Instruments (“HKFRS 9”) (Continued) SRMITARA((E8MBHREE
RIS ) 2 EREFTHE

25 (&)

2.2.] Key changes in accounting policies resulting from application of 22 EHEEBHBHEERE

HKFRS 9 (Continued) T BB B K E

EEE (H)

Impairment under ECL model (Continued)

Lifetime ECL represents the ECL that will resuft from all possible
default events over the expected life of the relevant instrument. In
contrast, 12-month ECL (“12m ECL") represents the portion of
lifetime ECL that is expected to result from default events that are
possible within 12 months after the reporting date. Assessment
are done based on the Group's historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future

conditions.

The Group always recognises lifetime ECL for trade receivables,
bills receivables and trade receivables at FVTOCI. The ECL on
these assets are assessed collectively using a provision matrix with

appropriate groupings.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

22

Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9 (Continued)

Impairment under ECL model (Continued)

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant increase
in credit risk since initial recognition, the Group recognises lifetime
ECL The assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of a default

occurring since initial recognition.

Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date
with the risk of a default occurring on the financial instrument as
at the date of initial recognition. In making this assessment, the
Group considers both quantitative and qualitative information that
is reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or

effort.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.2 Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9 (Continued)

Impairment under ECL model (Continued)

Significant increase in credit risk (Continued)
In particular, the following information is taken into account when

assessing whether credit risk has increased significantly:

. an actual or expected significant deterioration in the financial

instrument’s external (if available) or internal credit rating;

. significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit spread, the

credit default swap prices for the debtor;

. existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant

decrease in the debtor’s ability to meet its debt obligations;

. an actual or expected significant deterioration in the

operating results of the debtor;
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2.

50

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9 (Continued)

Impairment under ECL model (Continued)

Significant increase in credit risk (Continued)

. an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor's

ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk has increased significantly since initial
recognition when contractual payments are more than 30 days past
due, unless the Group has reasonable and supportable information

that demonstrates otherwise.
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PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9 (Continued)

Impairment under ECL model (Continued)

Significant increase in credit risk (Continued)

Despite the aforegoing, the Group assumes that the credit risk
on a debt instrument has not increased significantly since initial
recognition if the debt instrument is determined to have low credit
risk at the reporting date. A debt instrument is determined to have
low credit risk if i) it has a low risk of default, i) the borrower has
a strong capacity to meet its contractual cash flow obligations in
the near term and iii) adverse changes in economic and business
conditions in the longer term may, but will not necessarily, reduce
the ability of the borrower to fulfil its contractual cash flow
obligations. The Group considers a debt instrument to have low
credit risk when it has an internal or external credit rating of

“investment grade” as per globally understood definitions.

The Group considers that default has occurred when the
instrument is more than 90 days past due unless the Group has
reasonable and supportable information to demonstrate that a

more lagging default criterion is more appropriate.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.2 Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.] Key changes in accounting policies resulting from application of

HKFRS 9 (Continued)

Impairment under ECL model (Continued)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted by

forward-looking information.

Generally, the ECL is estimated as the difference between all
contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects to
receive, discounted at the effective interest rate determined at initial

recognition.

Interest income is calculated based on the gross carrying amount
of the financial asset unless the financial asset is credit impaired, in
which case interest income is calculated based on amortised cost of

the financial asset.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B T Wk M oE

For the six months ended 30 June 2018

BUZE20185F6 A308 (L7518 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHEX (&)

2.2 Impacts and changes in accounting policies of application on HKFRS 22 EREBMB®REERFEIR

9 Financial Instruments (“HKFRS 9”) (Continued) SRMITARA((E8MBHREE

RIS ) 2 EREFTHE

25 (&)

2.2.] Key changes in accounting policies resulting from application of 22 EHEEBHBHEERE

HKFRS 9 (Continued) T BB B K E

285 (H)

Impairment under ECL model (Continued)

Measurement and recognition of ECL (Continued)

The Group recognises an impairment gain or loss in profit or loss
for all financial instruments by adjusting their carrying amount,
with the exception of trade receivables where the corresponding

adjustment is recognised through a loss allowance account.

As at | January 2018, the directors of the Company reviewed and
assessed the Group's existing financial assets for impairment using
reasonable and supportable information that is available without
undue cost or effort in accordance with the requirements of

HKFRS 9.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

EECE Sl E & e
For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.2 Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.2 Summary of effects arising from initial application of HKFRS 9

The table below illustrates the classification and measurement
(including impairment) of financial assets subject to ECL under
HKFRS 9 and HKAS 39 at the date of initial application, | January
2018.

TEREFEHE (&)

22 FEREBEBMBIREERER

TRMITA((EEMBREE
RIS ) 2 EREFTHE
25 (&)

222 WX ERE B HEREE
BB FrB By &
E3
TREHIRYIFER A
(20181 A1) RIEES
BBk 5 LRI E% R E
B RTERIEIR T
EEBEEEENSRE
ENSBENTE (BER
‘)

Amortised cost

(previously
classified as loan
and receivables)

Trade —Trade and
receivables other Retained
at FVTOCI receivables profits
BEmA
(RRDEAR
BB EXRE
PHKHR WFHE)
AVEINRe -BZRHEM
B 5 W B IR REBEF
Note HK$'000 HK$'000 HK$'000
i3 TET T T
Closing balance at 3| December 2017 R2017F 1283182
— HKAS 39 MR &
- BBEHERER - 847,121 (910,403)
Effect arising from initial ISEREERBREER
application of HKFRS 9: EIRMELENTE:
Reclassification EEipig|
From loans and receivables BER R EKFIE (a) 87,122 (87,122) -
Remeasurement EfiE
From amortised cost to fair value BEHENAZRTE (a) (464) - 464
Opening balance at | January 2018 201851 A1 R 2B &tk 86,658 759,999 (909.939)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

22

Impacts and changes in accounting policies of application on HKFRS
9 Financial Instruments (“HKFRS 9”) (Continued)

2.2.2 Summary of effects arising from initial application of HKFRS 9
(Continued)

(@)

Loans and receivables

As part of the Group's cash flow management, the Group
has the practice of factoring some of the trade receivables
to financial institutions before the receivables are due for
repayment and derecognises factored trade receivables on
the basis that the Group has transferred substantially all risks
and rewards to the relevant counterparties. Accordingly, the
Group's trade receivables of approximately HK$87,122,000
were considered as within the hold to collect contractual
cash flows and to sell business model, and reclassified to
trade receivables at FVTOCI The related fair value losses
of approximately HK$464,000 was adjusted to trade
receivables at FVTOCI and retained profits as at | January
2018.

LS

B EE

For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

2. EFESEEE (#)

22 FEREBEBMBIREERER

TRMITA((EEMBREE
RIS ) 2 EREFTHE
25 (&)

222 HIXEFEBHYBHREE
BIEOSE B 2 py s/ &4

Z(4#)
(@) EBHREWKZEHE
ERAKEERER

EEEN—HD &K
EEIEN RRE
WHIBRHERZZ
A ] & Bl A R IR 18
HoE S EWRKIE
M IEERERE
2B S EWEIE It
DERAEEDH
BRI R B KE
WMEBREEBERS
HF A AEH
BB 5 e W HIBL
87,122,000 JT 1 1%
BB LAY
AERHSTRERM
HERNEBRER I
BEVOoBEEBEBRHE
fth 2 M EIE A F
BIRZE S ER
FRIB 2 FA20184F | A |
B HEAFEEE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2018

HZE2018%F6 308 IE/~8 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.3 Impacts on opening condensed consolidated statement of

financial position arising from the application of all new standards

As a result of the changes in the entity’s accounting policies above, the

opening condensed consolidated statement of financial position had to be

TEREFEHE (&)

23 FERFTEMETERH AR

REMBRRRNOZE

MR LB ST HRB M
23 MRS A MR

restated. The following table show the adjustments recognised for each WVABY - TRERZEREB
individual line item. RN AREIE
31 December | January
2017 HKFRS 15 HKFRS 9 2018
20175 REER FERMBHRE 20185
12A31R AL R |B1R
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET T FET
(audited) (restated)
(&zER) (& =7)
CURRENT ASSETS MBEE
Trade and other receivables 85 REMEYEIE 847,121 - (87,122) 759999
Trade receivables at FVTOC| BREMEENER
ATEFIR B
PR - - 86,658 86,658
CURRENT LIABILITIES nEBEE
Trade and other payables BHREMERFE 623,192 (1,255) - 621937
Contract liabilities ANEE - 1255 - 1255
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.3 Impacts on opening condensed consolidated statement of

financial position arising from the application of all new standards

(Continued)

Except as described above, the application of the amendments to HKFRSs

and the interpretations 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.

3. REVENUEAND SEGMENT INFORMATION

The Group is principally engaged in the business of manufacture and sales of

health and household products and polyurethane foam. Health and household

products mainly represent quality visco-elastic pillows, mattress toppers and

mattresses.

The information reported to the chief operating decision maker (“CODM") (i.e.

the executive directors of the Company) in respect of the Group's business is

focused on the location of customers and the Group is currently organised into

the following three operating and reportable segments as follows:

China market

North American

market

Europe and other

overseas markets

manufacture and sale of health and household
products and polyurethane foam for customers
located in the People’s Republic of China (the
"PRC"), Hong Kong and Macau

manufacture and sale of health and household
products for customers located in the United
States of America (“US"), Canada and other North

American countries

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

North American market

LR RS S e s
For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

2. EFESEEE (#)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

3. REVENUEAND SEGMENT INFORMATION (CONTINUED)

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 and reportable segments are the same

as the Group's accounting policies.

Segment revenue

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

segments:

For the six months ended 30 June 2018 (unaudited)

WAR D HER (&)

BREEERRENRRERE D B
Yozs M A SR B BB S RBMERR
T HREERREMERFALL
DERRBHEDBESE DHMEER
BEER At B2 8k -t
T RERDENKRBE T EMREEE
BRREERNE -

HEFLE R AT HwE DR ST R R

AREE Z FTBEMR -

2 EBUA

AT AAREEIZELE KA ERD &3
D EHA DT -

HZE20I18F6A308 L AEA (KREHF
%)

Europe

North and other

China American overseas
market market markets Consolidated

BN R H At
HE TS L ETS TS ]
HK$'000 HK$'000 HK$'000 HK$'000
FH7 T T F#5

SEGMENT REVENUE 2 ERA

External sales ShEBHE 1,208,192 800,684 30,039 2,038915
Cost of sales HEKA (1,691,606)
Other income Hiplg A 29,968
Other gains and losses Hi W= RER (4,460)
Selling and distribution costs HERAHKA (190,127)
Administrative expenses THHEY (106,589)
Finance costs BT R (18,784)
Other expenses Hibf% (46,737)
Profit before taxation bR B4 AT 10,580
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3.

REVENUE AND SEGMENT INFORMATION (CONTINUED)

Segment revenue (Continued)

For the six months ended 30 June 2017 (unaudited)

ARG E M B RRME

For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

3. WARZEHEH (K&)

2 EBUA ()

BZE2017F6A308 L AEA (REF

%)

Europe

North and other

China American overseas
market market markets Consolidated

Bl kA
H TS IEmi5 BINTIS e
HK$'000 HK$'000 HK$'000 HK$'000
THET TR TER TET

SEGMENT REVENUE 2 ERA

External sales ShEBHE 1,069,042 838,794 38923 1,946,759
Cost of sales HEKAR (1,551,906)
Other income Hiplg A 22266
Other gains and losses Hi W= RER (6,220)
Selling and distribution costs HERDHEKA (231,134)
Administrative expenses THHEY (107,155)
Finance costs BT R (1063)
Other expenses Hipf% (49,707)
Profit before taxation BRI AR FI 12268

There were no inter-segment sales during both periods.

RAERER - L&D BEOHE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B 1 Wk M ot

For the six months ended 30 June 2018

BUZE20185F6 A308 (L7518 A

3. REVENUEAND SEGMENT INFORMATION (CONTINUED) 3. WARZHER (F)

Disaggregation of revenue Wz 5

For the six months ended 30 June

BZE6H308 LLAEA
2018 2017
2018%F 20174
(unaudited) (unaudited)

(REFERK) (CREEZ)

Disaggregated by major products RXrZEMH8E
Manufacture and sales of health and HEREERRRKEEM
household products 1,151,208 1,199,352
Manufacture and sales of foam BUE R ERR 887,707 747407
2,038,915 1,946,759
For the six months ended 30 June
BZE6H30RLLKEA
2018 2017
20185 20174
HK$'000 HK$'000
FHET TAET
(unaudited) (unaudited)
(REEZ) (REEZ)
Timing of revenue recognition W 5 T 58 2 BR
A point in time SEE 2,038,915 1,946,759
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS M RRMEE

For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

4. INCOME TAX EXPENSES 4. FBHiEX

For the six months ended 30 June

BZ6H30HLLAEA
2018 2017
20184 20174
HK$’000 HK$'000
FHET FHET
(unaudited) (unaudited)

(REFXK) (CREEZ)

Current tax BPERT 1A
Hong Kong Profits Tax (Note 1) NG (FEE) 651 2,059
The PRC Enterprise Income Tax (“EIT") REERTSH
(Note i) ([ EHR1) (W) 6,995 14,780
US Income Tax (Note i) XBIFEH (M i) 281 196
7927 17,035
Over provision in prior years BEFEBRERE
PRC EIT R PSR (4,281) (2,055)
US Income Tax EEITSH (727) -
(5,008) (2,055)
Deferred taxation EAETIE (1,423) (12,583)
1,496 2,397
Notes: B aE
(i) Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profits 0] B BRfE N BB RS B Th iR fh st
for both periods. JE FR 5t MIEY 1 6.5%=T H <
On 21 March 2018, the Hong Kong Legislative Council passed The Inland M2018F3A218 - BB LA SR
Revenue (Amendment) (No. 7) Bill 2017 (the “Bill") which introduces the B017FBTE (BR]) (B75%) 15
two-tiered profits tax rates regime. The Bill was signed into law on 28 March PlEZ ([BER]) - 5| AFEH
2018 and was gazetted on the following day. A%l o 2% B 2201853 A28
BEER/EZEENRBRTESE
-
BREEESE

fR 2~ 7]
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

4.

62

INCOME TAX EXPENSES (CONTINUED)

Notes: (Continued)

0

(i)

(ii)

(Continued)

Under the two-tiered profits tax rates regime, the first HK$2,000,000 of
profits of qualifying corporations will be taxed at 8.25%, and profits above
HK$2,000,000 will be taxed at 16.5%. The two-tiered profits tax rates
regime is applicable to the Group for its annual reporting periods ending 31
December 2018.

The application of the two-tiered profits tax rates regime is expected to
decrease the amount of current tax payable the Group by a maximum
amount of HK$ 165,000 per year with a corresponding decrease in current tax
expense.

The directors of the Company are currently analysing the effect of the two-
tiered profits tax rates regime on Group's deferred tax balances and expected
that the impact is not material.

PRC EIT is calculated based on the statutory rate of 25% of the assessable
profit of those subsidiaries established in the PRC for both periods, except
for certain PRC subsidiaries being approval as High and New Technology
Enterprise by the relevant government authorities during the year ended 31
December 2017 which are subject to a preferential tax rate of |5%.

US corporate tax rate is 21% for the year ending 31 December 2018 in
accordance to the Tax Cuts and Jobs Act. The US income tax includes (a)
federal income tax calculated at a fixed rate of 21% for the six months ended
30 June 2018 (six months ended 30 June 2017: a progressive rate of 5%
to 35%) on the estimated US federal taxable income and (b) state income
tax calculated at various state income tax rates for both period on the
estimated state taxable income for the respective states. The income subject
to tax in a specific state (i.e. state taxable income) is calculated based on the
federal taxable income with state tax adjustments, which is then allocated or
apportioned to the respective states (ie. percentage of taxable income that
should be apportioned or specially allocated to the respective states in which
the Group operates) based on the apportionment factors provided from the
state tax returns in previous year.

Sinomax Group Limited
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

4. INCOMETAX EXPENSES (CONTINUED) 4.

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

both periods.

LR RS S e s
For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

Friewipx (M)

RIBFES8OIMIIES  AEBEREZL
ELREMAZERPIH B AR Al
HEBMRFABER  DEREFNA
ZOERT PRI AR AR RR R 1 - Hrh — IR
ASELTA R B H ] 0 3 4 (R (R fRR P A
WARIHEREMR-

5. PROFIT FOR THE PERIOD 5. HAREF
For the six months ended 30 June
BZE6A30BLLAREA
2018 2017
20185 20174
HK$’000 HK$'000
FERT FET
(unaudited) (unaudited)
(REER) (REEZ)
Profit for the period has been B T To A8 kR
arrived at after charging: UTHRIBRERE:
Total staff costs, including share option expense BTIALEE BIEERERS
(included in selling and distribution costs and (FtASHE kD HRAR
administrative expenses) ARITHHRE) 219,625 200,132
Net allowance for inventories FeErREFEH
(included in cost of sales) (FFAHERKAR) 5,258 6,722
Net allowance for doubtful debts of trade receivables = 5 FEUIFRIE 2 R AR & F 58
(included in other gains and losses) (FEAE AU 25 K E548) 4,351 122
Amortisation of prepaid lease payments TE AT 1H & R TE B 8 880 820
Amortisation of intangible assets E S R 3,202 3,358
Depreciation of property, plant and equipment W HWENERETE 36,472 23,948
Depreciation of investment properties REMERE 2,081 1,680
BEEER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

6.  DIVIDEND 6. RE

For the six months ended 30 June

BZ6H30HLLAEA
2018 2017
20184 20174
HK$’000 HK$'000
FHET FHET
(unaudited) (unaudited)

(REFXK) (CREEZ)

Dividends for ordinary shareholders of the Company HRATER B9 K 2 AR A& Bk

recognised as distribution during the period: MR 2 AR
Final dividend declared BEEIRZ RHAKE

— HKI.0 cent per share for 2017 —2017F G & 1.0/l

(six months ended 30 June 2017: HKI1.0 cent (B =2017%6A308

per share for 2016) 1ERMEH 2 20164

R0 17,500 17,500

The final dividend for year ended 31 December 2017 was paid on 10 July 2018 HZE2017F 12831 B IEFE 2 KK
and the directors of the Company did not recommend the payments of an BER20I18F7A 108 RS MARF]
interim dividend for both periods. EEWEFIRNRE M K

B o
N
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B T Wk M oE

For the six months ended 30 June 2018

BUZE20185F6 A308 (L7518 A

7. EARNINGS PER SHARE 7. BREX
The calculation of the basic and diluted earnings per share attributable to the RARER ARBIEERERAREER
owners of the Company is based on the following data: FITHRIBIA TSR & -

For the six months ended 30 June

BZ6H30H LLAEA
2018 2017
20184 20174
HK$’000 HK$'000
FHET FHET
(unaudited) (unaudited)

(REFERK) (CREEZ)

Farnings for the purpose of basic and FTEGRERNREERFEF -

diluted earnings per share:

Profit for the period attributable to RRBHEE AR BN T
owners of the Company 4,563 10,685
For the six months ended 30 June
BE6A30BLEAEA
2018 2017
20185 20174
Number of shares: RIZEE -
Weighted average number of ordinary shares for FTEGREREF A HNE T
the purpose of basic earnings per share TmikEa 1,750,002,000 |,750,002,000
Effect of dilutive potential ordinary shares i R 1T 158 i AR A 5 K &)
in respect of outstanding share options BEEETRRTE 626 -
Weighted average number of ordinary shares for STEGREER T 8 INE T
the purpose of diluted earnings per share TmERE A 1,750,002,626 |,750,002,000
The computation of the diluted earnings per share for six months ended 30 June HE017F6A308 L/NB A 2 T
2017 does not assume the exercise of the share options as the exercise price of B RN 2 s EW NMREB R 21T
those share options is higher than the average market price for shares. B BN ZEERECITEES

RRfn 2 FHmE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HLESS

R EE

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

66

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the current interim period, the Group acquired property, plant and

equipment of HK$34,968,000 (unaudited) (six months ended 30 June 2017:

HK$117,281,000).

M¥E BERREEZD

PN BRHAR - N [ Y 34,968,000
BT (REEZ) (BZE20178F6H30
B 1E7<{8 A : 117,281,000% 7T) &9 %)
¥ WERRE-

TRADE AND OTHER RECEIVABLES 5 RHEMEYRE

At At

30 June 31 December

2018 2017

20185 20174

6H30H 12H318

HK$'000 HK$'000

FHERT TAET

(unaudited) (audited)

(REEZ) (EZ)

Trade receivables, at amortised cost B AT E 2 B S EIN A 581,080 727,698
Less: allowance for doubtful debts R RERIE (23,386) (19,209)
557,694 708,489

Deposits, prepayments and other receivables #E - TERTFRIE & E D FE YR IR 134,376 138,632

692,070 847,121

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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S B T Wk M oE
For the six months ended 30 June 2018

BUZE20185F6 A308 (L7518 A

The following is an aged analysis of trade receivables, net of allowance for
doubtful debts, presented based on the revenue recognition date at the end of

each reporting period:

TRADE AND OTHER RECEIVABLES (CONTINUED)

BE R EAMBYRKIE (&)

EINRRERENE 2 BUGIAN R
g i (RIES S HIRA U ATER
BEZ7)mT:

At At
30 June 31 December
2018 2017
20185 F20174F
6H30H 12A318
HK$'000 HK$'000
FHET TET
(unaudited) (audited)
(REEX) (EFEZ)
Within 30 days 30H AR 308,716 406,96
31 — 60 days 3I1E60H 131,240 179,487
61 —90 days 61290H 81,165 82,170
91 — 180 days 912 180H 31,358 36474
181 — 365 days 1812365H 5215 3388
Over 365 days FRiA365H - 9
557,694 708,489
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

10. BILLS RECEIVABLES

The amount represents bills receivables on hand which are not vet 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:

ZECHER/ANRERRHARBHNF
HREUNER - REBEBELR ARAK
SEELVBIRKZBEDBR ¥
EEERREHNXRER-

AT AREBHE B IR E B I
2IHREREN DT

At At

30 June 31 December

2018 2017

20185 F20174F

6H30H 12A318

HK$'000 HK$'000

FHET TET

(unaudited) (audited)

(REEZ) (EFEZ)

Within 30 days 30H AR 9,161 3,440
31 to 60 days 3I1E60H 8,340 2,703
61 to 90 days 61290H 13,611 1,700
91 to 180 days 912 180H 41,589 8,850
181 to 365 days 1812365H 1,401 121
74,102 16,814

Included in the bills receivables above amounting to approximately
HK$50,851,000 had been endorsed for settling the trade payables for which the
maturity dates of the bills receivables have not vet fallen due as at the end of the

reporting period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

TRADE RECEIVABLES AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

As part of the Group's cash flow management, the Group has the practice
of factoring some of the trade receivables to financial institutions before the
receivables are due for repayment and derecognises factored trade receivables
on the basis that the Group has transferred substantially all risks and rewards to
the relevant counterparties. Accordingly, such trade receivables were considered
as within the hold to collect contractual cash flows and to sell business model,

and reclassified to trade receivables at FVTOCI.

As at 30 June 2018, the effective interest rates of the factoring trade receivables
at FVTOCI ranged from 3.00% to 5.50% per annum (| January 2018: 2.59% to
5.50% per annum). Details of the valuation techniques and key inputs adopted

for their fair value measurements are disclosed in Note 8.

LR RS S e s
For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

EBRHEMZERERAFEIK
Z B 5 BWIE

ERAEERERETEN—&70
A& E B H SR W R IR B HIE
B AR BMEHBRIZEND B HEK
RERRILHEACREZE SR
R WHERAEED KBRS
R EkEREEEERIZ2E T A
It BB 5 RUGRIAR G S BRI
BUAWBE MRS RERIFHERNZE
BEX UBHFOBREEBEMEE
Wes iz N AR 2 B 5 WG -

R2018F6 308 - RIBFEBREMEE
Wik N TEYR 2B S EBEIE
BERFF RN T3.00%25.50% (20184
IR FF259%E550%) 2 E R
FEFEMRPGERTREESR
ABEFIBERERMTEIS -

TRADE AND OTHER PAYABLES 2. EZRHEMEMNFIE
At At
30 June 31 December
2018 2017
20185 20174
6A30A 12A318
HK$’000 HK$'000
FERT FET
(unaudited) (audited)
(REEZ) (&%)
Trade payables B 5 RN RIE 364,591 374216
Other payables and accrued expenses Hitb R B R EFTA X 200,956 248976
565,547 623,192

BESEESB

fR 2~ 7]
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

12.  TRADE AND OTHER PAYABLES (CONTINUED) 2. BEZRHEMENSRE (&)
The credit period of trade payables is ranging from 30 to 60 days and the B S EMNRIEREE BN F30E260
following is an aged analysis of trade payables based on the invoice date at the B mRHEHARREZAHE5H
end of the reporting period: B S RENFIANRER DT -

At At

30 June 31 December

2018 2017

20185 120175

6H30H 12H31H

HK$'000 HK$'000

FHET FAET

(unaudited) (audited)

(RBEZ) (&\EZ)

Within 30 days 308 LA 223,655 213,458

31 to 60 days 31Z260H 62,352 103,317

61 to 90 days 61290H 36,083 31,824

91 to 180 days 91E180H 32,325 14,712

Over 180 days tB3E180H 10,176 10,905

364,591 374216
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BILLS PAYABLES 13.

All the bills payables of the Group are not yet due at the end of the reporting
period. Bills payables as at 30 June 2018 were secured by pledged bank deposits
of approximately HK$3,593,000 (31 December 2017: HK$2,912,000).

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

period presented based on bills issue date:

LR RS S e s
For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

BNRE

REEMABRENZEERRE R
& AR EI 8 o 72018 6 A308 M fEN 2=
B3 B IR IR 1717 5L 493,593,000 7T
(20174128318 : 29120005 7T ) °

UTRRBERRIZRERITERM
ZIHENRERE DN

At At
30 June 31 December
2018 2017
20185 20174
6H30R 128318
HK$°000 HK$'000
FEx FAET
(unaudited) (audited)
(REBER) (&%)
Within 30 days 30H AR 5,249 10,546
31 — 60 days 31E60H 8,385 1,335
61 —90 days 61Z90H 6,790 25442
91 — 180 days 91% 1808 72,714 54,151
93,138 91,474
UNSECURED BANK BORROWINGS 14 |MIBABITER

During the current reporting period, the Group obtained new bank
borrowings amounting to HK$536,010,000 (year ended 3| December 2017:
HK$548,778,000).

RARE B - A B EUS HERTT
f& X 58536,010,0007 7T (# £20174F
12831 B 1F4EE : 548,778,000/ 7T ) ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

4. UNSECURED BANK BORROWINGS (CONTINUED) 14.

The unsecured bank borrowings are repayable in instalments over a period

ranged from one year to four years. The proceeds were used to finance the

daily operations. The ranges of effective interest rates (which are also equal to

contracted interest rates) on the Group’s unsecured bank borrowings, are as

follows:

B|IEFRTER (B

BEMRTEREARNF—FENF
ZHIRA D BEE - FIFFEE AR
REBEERBES- $;‘%?ﬂi?ﬁﬁ#ﬁ
RITIEFOERN X (FFEFREIH
MR)BET :

At At

30 June 31 December
2018 2017
20185 F20174F
6H30H 12A318
(unaudited) (audited)
(REEX) (EFEZ)

Effective interest rates (per annum):

Variable-rate borrowings

Fixed-rate borrowings

1.78% — 6.80%
3.95% — 5.66%

2.27% —5.32%
3.95% — 6.00%

I5. SHARE CAPITAL 5. BA&
Number of
shares Amount
Ordinary shares of HK$0.!| each BREEIBTINERR KRG EE (]
HK$'000
FAT
Authorised: JETE
At | January 2018 (audited) and M2018F 1 A18 (KEZ) &
30 June 2018 (unaudited) 2018%F6 4308 (AR#&L=EH%)  10,000,000,000 1,000,000
HK$'000
FAET
Issued and fully paid: EREITRARE:
At | January 2018 (audited) and B20I8F 1 A18 (KE|Z) &
30 June 2018 (unaudited) 2018F6A30H (R&ETEZX) ,750,002,000 175,000

72 Sinomax Group Limited
2018 Interim Report



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
GRS M RRMEE

For the six months ended 30 June 2018

16. SHARE OPTION SCHEMES

(i)

HZE2018%F6 308 IE/~18 A

l6. HBRRFESTE

The Pre-IPO Share Option Scheme () BRAFBENBRETS
On 13 December 2013, a share option scheme was adopted by the M2013F12A 138 AR RIRE
shareholders of the Company (the “Pre-IPO Share Option Scheme”). RanfERr st 8 ([BER AR
The Pre-IPO Share Option Scheme is a share incentive scheme and is ERBERETE]) - BRAM
established to recognise and acknowledge the contributions that the BERBREGE R —ERY
eligible participants under the scheme have or may have made to the REYETE - 5B E MR Al Zat
Company. Details of the Pre-IPO Share Option Scheme were disclosed EIETHEER2EEHARD
in the consolidated financial statements for the year ended 31 December AIEfEH AT BEE AR E R ©
2017. BRAMBEEMBRESEDN
HBERBENEZE017F12A3]
HILFENGEE M BRET -
The following table discloses details of the movement of share options TREBERBERAFEER
granted to the Group's directors, senior management and employees BREAZNAEEES SR
under the Pre-IPO Share Option Scheme: EREREERHMERED
Outstanding at Outstanding at ~ Outstanding at Outstanding at
| January 30 June | January 30 June
Options Exercise period 2017 Lapsed 2017 2018 Lapsed 2018
RNI7E R017F R20I85 20185
1A18 64308 IAIA 6A30H
B (op:d ] HATTR BAM RAITE e R AT BAX W AT
(audited) (Note) (unaudited) (audited) (Note) (unaudited)
(B&H) (M)  (REER) (E&%) (W) (RERR)
Tranche | 10 July 2014 - 10 July 2019 6,713,600 (6,000) 6,707,600 6,691,100 (49,000) 6,642,100
Eif WI4F7A10RE01957A 108
Tranche 2 10 July 2015~ 10July 2019 6715600 (600) 4709600 6,693,100 (49000) 6644100
EH WISF7A10RENI957A 108
Tranche 3 10 July 2016 - 10 July 2019 6715600 (6,000) 6,709,600 6,693,100 (49,000) 6,644,100
EEt WIEETAI108ZWI9F7 7108
Tranche 4 10 July 2017 - 10 July 2019 6,715,600 (6,000) 6,709,600 6,693,100 (49,000) 6,644,100
Euis 01757 A10RE01957A 108
Tranche 5 10 July 2018 - 10July 2019 6715600 (600) 4709600 6,693,100 (49000) 6644100
ESit A 201857 A 10A E201957A 108
33,576,000 (30,000) 33,546,000 33,463,500 (245,000) 33,218,500
BeEEE

fR 2~ 7]
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

6.

74

SHARE OPTION SCHEMES (CONTINUED)

(i)

The Pre-IPO Share Option Scheme (Continued)

Note: 12 (six months ended 30 June 2017: 8) 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.

The Group recognised a total expense of HK$410,000 in the current
interim period (six months ended 30 June 2017: HK$816,000) in relation
to the Pre-IPO Share Options granted by the Company.

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”).

The purpose of the Post-IPO Share Option Scheme is to provide
incentive or reward to the eligible participants with an opportunity to
acquire the equity interests in the Company, for their contributions to,
and continuing efforts to promote the interest of the Group or for such
other purposes as the board of directors of the Company may approve
from time to time, linking their interests with the interests of the Group
and thereby attracting and encouraging those parties to work better for
the interests of the Group. Details of the Post-IPO Share Option Scheme
were disclosed in the consolidated financial statements for the year ended
31 December 2017.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

6. SHARE OPTION SCHEMES (CONTINUED)

(i)  The Post-IPO Share Option Scheme (Continued)

16.

The following table discloses details of the movement of share options

granted to the Group's directors, senior management and employees

under the Post-IPO Share Option Scheme:

Granted at
26 January 2017

and outstanding

ARG E M B RRME

For the six months ended 30 June 2018

HZE2018%F6 308 IE/~18 A

RS E (&)

(ii)

BRAHRBERBRESS
(%)

TREBRBERRAZEER
BREFEAAREES 24
EREMMEERINERES
BrFE:

at 30 June 2017 Outstanding at
and | January 30 June
Options Exercise period 2018 Lapsed 2018
R201751826R
BRHRR017F
6A30R R2018% 201856 A30R
B TR |BIBERITHE BANM e R1THE
(Note) (unaudited)
(H3E) (REER)
Tranche | 27 January 2018 - 26 January 2022 15,400,000 (2,540,000 12,860,000
- 2018% 1 B278 220261 A26R
Tranche 2 27 January 2019 - 26 January 2022 15,400,000 (2,540,000 12,860,000
bl 2019% 1 B278 22026 1 A26R
30,800,000 (5,080,000) 25,720,000

Note: I'l (six months ended 30 June 2017: nil) 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 been lapsed.

a1 EBaER28E (BE
20176 4308 1E/51E A -
#/) (HEEER THER
B)REILEREREE T
BRAEEWKS2HEE B Lt
B ED a8k
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

16. SHARE OPTION SCHEMES (CONTINUED) 6. BBRAESTE (&)
(i)  The Post-IPO Share Option Scheme (Continued) iy BXAMRBRERBRETE
(%)
Details of the share options granted under the Post-IPO Share Option BIFERARESEBRES
Scheme are as follows: B BRETIFIT
Number of Fair value
Date share options Exercise per share
of grant granted  Vesting period Exercise period price option
it SHBEREZ
Rt A BREZE HES T8 TEE NYE
HKS HKS
B B
Tranche | 2601.2017 15400000 26012017 -2601.2018 27012018 - 26012022 069 020
s 017F 1 A26A WITFIAWAZE WISFIATAE
201851 A26H 202251 A26H
Tranche 2 2601.2017 15400000  2601.2017-2601.2019  2701.2019 - 26.01.2022 0.69 0.20
it 2017F1A26R WI7FIABEE W91 AU7EE
20191 A26H 200261 A26H
The Group recognised a total expense of HK$995,000 for the current AEBRARRAR L ER
interim period (six months ended 30 June 2017: HK$1,978,000) in N SR BRAEN AT B E
relation to the Post-IPO Share Options granted by the Company. ] 7 33 48 7 $2995,00078 7T (#
E20175F6A30H IE/NE A :
1,978,000/ 7T ) °
17. COMMITMENT 17. 7&¥E
At At
30 June 31 December
2018 2017
20185 FA20174F
6H30H 12H318
HK$'000 HK$'000
FHET THETT
(unaudited) (audited)
(REER) (&=
Capital expenditure in respect of acquisition of U B RTA1B AR F A A
property, plant and equipment contracted for REMBHRERBEENDE-
but not provided in the condensed BB REENERAS
consolidated financial statements 15,902 35438
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

Fair value of the Group’s financial assets that are measured at fair value

on a recurring basis

Some of the Group's financial assets are measured at fair value at the end of
each reporting period. The following table gives information about how the
fair values of these financial assets are determined (in particular, the valuation
technique and inputs used), as well as the level of the fair value hierarchy into
which the fair value measurements are categorised (Levels | to 3) based on the

degree to which the inputs to the fair value measurements is observable.

. Level | fair value measurements are those derived from quoted prices

(unadjusted) in active market for identical assets or liabilities;

. Level 2 fair value measurements are those derived from inputs other than
quoted prices included within Level | that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);

and

. Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not based

on observable market data (unobservable inputs).

LR RS S e s
For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

ERMITAZAFENE

FEEREEMEENQNTERE
ZEMEEZAVE

AEENS & MEERERERIE
ATE B TRIBUABHNAES
g e AR A TE RS
A E R RBARE) - R
ATEH B BAREY TRRIEE
8152 ATEBGKT (—E=8) 2
aH -

. F-BATEHEAGHERE
BN A EERTIS HE (R
AR BLE

- FE_EAVEMAERBEEHR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR M T

For the six months ended 30 June 2018
B E2018F6A308 1L/~ 18 A

18.  FAIRVALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 18. EMITAZAFETE (K
(CONTINUED)
Fair value of the Group’s financial assets that are measured at fair value AEERKEMEENUAFETE
on a recurring basis (Continued) ZERMEEZAFE (H)
Fair value Valuation technique
Financial assets Fair value as at hierarchy and key inputs Sensitivity
HER MR
tRHEE RUAT Bz AFE DNFEER FEGABE HREE
30 June 31 December
2018 2017
2018% 20176
6A308 12A318
(unaudited) (audited)

(REEK) (BER)

Trade receivables at 72,064 N/A*  Level 3 Discounted cash flows. A slight increase in risk-adjusted discount rates
FVTOC used would resutt in a slight decrease in fair

Risk-adjusted discount rates value, and vice versa.

of 3.00% to 5.5%
quoted by the banks
BRELEANES 72,064 TEmR* F=E MRAERE- FrE A B A B AR R E A T RS
BAFEIIRZ RYEEMRD  RZIFR
B HRBHR RITAH BRAE

BH33 K3 00%Z255%

. Upon adoption of HKFRS 9 on | January 2018, certain trade receivables . AR EE2 2 2R BR - 7R20185F
have been reclassified as trade receivables at FVTOC! as disclosed in Note | A B RAE SRS %R
222. Eoie B TEZRWKIED

EM0BEREBEEERE
BAFEIIRZE S EEE

There were no transfers in different levels of the fair value hierarchy during the REZE2018F6A308IEREA  AF
six months ended 30 June 2018. EERIBETRSHEOEE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

18.

ARG E M B RRME

For the six months ended 30 June 2018
B Z=20185F6A308 1L/~ 8A

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 18. SRMTEZAFEE (&)

(CONTINUED)

Reconciliation of Level 3 fair value measurements of financial assets ERMEEF="ELATFETEYER

Trade
receivables
at FVTOCI

EBHMEME
Wi N FE
NERZES
FE W R IR
HK$'000
TATT

As at 31 December 2017 (audited)
Restated under HKFRS 9 (note 2)

2017128318 (KTEZ) N/AZ i A
RIEE B IR 2R H957 E 71|
(Ff3E2) 86,658

As at | January 2018 (unaudited)
Loss on initial recognition of trade receivables at FVTOCI

(included in other expenses)

2018 A1H (RE&EX) 86,658
FBHMEEMWEIEATFEYRZ
Z 5 WA 2 SR E R

(FEAEMFAX) (1,152)
Settlements F=EN) (16916)
Effective interest income (included in other income) ERFSWKA (GEAEMEA) 1,088
Exchange realignment IE 5 78 & 2,386
As at 30 June 2018 (unaudited) R2018F6A308 (REFEZ) 72,064
Fair value of the Group’s of financial instruments that are measured at FEEZRBHENATEZEMIA
amortised cost ZNF¥E
The directors of the Company consider that the carrying amounts of financial ARRIEERA BEUHRERE
assets and financial liabilities at amortised cost in condensed consolidated DT R BRER S B TS TR iR 8
financial statements approximate to their fair values based on discounted cash AN eREERSHBEZR

flows analysis.

E{EEAE N FEBE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

EECE Sl E & e
For the six months ended 30 June 2018
B E2018F6A308 1L/ 8 A

9. RELATED PARTY DISCLOSURES

During the six months ended 30 June 2018 and 2017, the Group had entered

into the following related party transaction:

RELHE

RE E2018%20175F6 A308 1L/~ 1A
B AEBFTYTHBERIRS:

For the six months ended 30 June

BZE6H30RLLKEA
Relationship with the Group Nature of transactions 2018 2017
B £ [ A 5 RHEME 20185 20174
HK$'000 HK$'000
FHT TET
(unaudited) (unaudited)
(REEX) (REEZ)
Fellow subsidiary of the Company Rental expenses 8,852 8,908
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In addition, certain trademarks owned by fellow subsidiaries of the Company

were used by the Group free of charge during both periods.

Compensation of key management personnel

The remuneration of directors and other members of key management during

the reporting period was as follows:
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For the six months ended 30 June

BZE6H30RLKEA
2018 2017
2018 20174F
HK$'000 HK$'000
FHERT TET
(unaudited) (unaudited)
(REEZX) (REEEZ)
Salaries and allowances ¥ &oEEL 5816 5,623
Retirement benefit schemes contributions RIREFET B FR 73 69
Share based payment expense SN2 615 1,215
6,504 6,907
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