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CORPORATE INFORMATION
QRAEHR
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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 2019 (the “Period").

BUSINESS REVIEW

Revenue by operating segments

Revenue for the Period decreased by approximately HK$559.0 million or
approximately 27.4% to approximately HK$1,479.9 million, as compared to
approximately HK$2,038.9 million for the corresponding period last year.

BHEEBERAR([RXAT]ES([E
2 ([EB28]) MAEMAQN T REMH
BAF (S5 [AEE])EZ=2019F6H30
HiEAER ([HE]) OREEZEPLELRE

o

BREEHE D HWBA

EARS B UL AR 49559.0 8 & 78 7T, 8 4927.4%
EHNIABBERE T MEFRBALN A
20389B & BT

For the six months ended 30 June

B Z6A30H1E<EAR
2019 2018 Changes
20194 20184 b5
HK$°000 HK$'000 %
FExT FHE T
China market B T 907,765 1,208,192 -24.87%
North American market 1t EWIS 548,058 800,684 -31.55%
Europe and other overseas markets BOM R B M8 ST 5 24,060 30,039 -19.90%
Total “ant 1,479,883 2,038915 2742%

Sales to China market recorded a decrease of approximately 24.87% for the Period, as

compared to the corresponding period last year.

The North American market was very dynamic during the Period and we experienced
some delay in our projects with certain customers in the United States of America

("uUsh).

We started to diversify our customer base by developing business relationships with
more new customers in the US and the Directors consider that it may take some time

for us to develop and approve the products with these new customers.
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MANAGEMENT DISCUSSION AND ANALYSIS

Sales in the North American market decreased by approximately 31.55% for the

Period as compared to the corresponding period last year

In Europe and other overseas markets, we recorded a decrease of sales in this region
of approximately 19.90% for the Period, as compared to the corresponding period last

year.

Gross profit

With a decrease of approximately 27.4% in the Group's revenue, gross profit
(the “GP") increased by approximately HK$17.7 million or approximately 5.1% to
approximately HK$365.0 million during the Period as compared to approximately
HK$347.3 million for the corresponding period last year. The GP margin increased by
approximately 7.7% from approximately |7.0% to approximately 24.7% as compared
to the corresponding period last year. The major reasons of the increase in the GP

margin during the Period were:

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

compared to the corresponding period last year; and

(2) factory rent of approximately HK$20.3 million was recorded as cost of goods
sold in the corresponding period last year. Due to the adoption of HKFRS 16, we
recorded approximately HK$ 1 6.5 million as depreciation of right-of-use assets in

cost of goods sold during the Period.

Costs and expenses

Selling and distribution costs for the Period increased by approximately HK$7.I
million or approximately 3.7% to approximately HK$197.2 million, as compared to
approximately HK$190.1 million for the six months ended 30 June 2018. The increase
was mainly due to the increase in depreciation of right-of-use assets as the Group
adopted HKFRS [é6.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

Administrative expenses for the Period decreased by approximately HK$5.0 million or
approximately 4.9% to approximately HK$97.2 million, as compared to approximately
HK$102.2 million for the six months ended 30 June 2018. The decrease was mainly

due to the reduction in staff costs as the number of headcount decreased.

Other expenses, mainly consisted of research and development expenses, decreased
by approximately HK$1.8 million or approximately 5.8% from approximately HK$32.9
million for the six months ended 30 June 2018 to approximately HK$3 1.1 million for
the Period.

Finance costs for the Period increased by approximately HK$5.2 million or
approximately 27.7% to approximately HK$24.0 million, as compared to approximately
HK$18.8 million for the six months ended 30 June 2018.The increase was mainly due
to interest expenses on lease liability of approximately HK$5.0 million as the Group
adopted HKFRS 6.

Profit for the Period

As a result of the increase in the GP and decreases in costs and expenses as
mentioned above, profit for the Period increased by approximately HK$1.5 million or
approximately 16.5% to approximately HK$10.6 million, as compared to approximately
HK$9.1 million for the six months ended 30 June 2018.

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

The financial position of the Group was healthy as at 30 June 2019. As at 30 June 2019,
the Group had net current assets of approximately HK$288.0 million, as compared to

approximately HK$53 1.1 million as at 31 December 2018.

Net cash from operating activities amounted to approximately HK$235.3 million for
the Period, as compared to approximately HK$5.6 million for the corresponding period

last year

Bank balances and cash as at 30 June 2019 increased by approximately HK$63.4
million or approximately 27.0% to approximately HK$297.8 million as compared to
approximately HK$234.4 million as at 31 December 2018, meanwhile the inventory
level as at 30 June 2019 increased by approximately HK$69.5 million or approximately
13.1% to approximately HK$600.6 million as compared to approximately HK$531.1
million as at 31 December 2018 in order to cope with the increasing demand of

several large customers in the coming months.
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MANAGEMENT DISCUSSION AND ANALYSIS

Borrowings and pledge of assets

As at 30 June 2019, the Group had banking facilities amounting to approximately
HK$1,952.2 million of which approximately HK$823.6 million was utilized (31
December 2018: banking facilities amounting to approximately HK$2,156.5 million of
which approximately HK$959.9 million was utilized) (which included unsecured bank

borrowings and bills payables).

Capital expenditure

The Group's capital expenditure for the Period amounted to approximately HK$33.0
million mainly for the purchasing of the Group's plant and machinery (for the year

ended 3| December 2018: approximately HK$46.0 million)

EEENWERD T

ERREREE

M2019F6 A30H AR B MRITREN A
19522 B &8I HPH823.6B & BTE 8
A (Q018F 128318 : IRITBE 49 /82,1565
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) EBARBEAREBARE RS-

Financial ratios B #G L &R
As at As at
30 June 31 December
2019 2018
20195 R2018%
6H30H 12A31H
Current ratio O TRENEL RO 121.5% 141.1%
Quick ratio @ RELL RO 76.7% 100.0%
Gearing ratio @ BEABLLEO 63.7% 713%
Debt to equity ratio @ B LR 39.6% 52.2%

Notes: B :

(1) Current ratio is equal to current assets divided by current liabilities.

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

(3)  Gearing ratio is derived by dividing interest-bearing debt incurred in the ordinary

course of business by total equity.

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

2019 is a very challenging year. There is a general slowdown in the economy around
the world. We also faced uncertainties over US-Canada trade war and the antidumping
investigation initiated in the mattress industry in the US for the mattresses imported

from China. All these events will inevitably affect our normal business growth adversely.

The Group has set up production facilities in Vietnam and trial production has started
in the second quarter of 2019. The facilities are gradually approved by our various
customers for producing their products in Vietnam. With factories located in China,
the US and Vietnam, we would be able to supply globally and to serve customers with
various needs with the flexibility in our production and logistics schedules to minimize

the overall costs (including production, tariff and transportation).
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MANAGEMENT DISCUSSION AND ANALYSIS

We will continue to diversify our customer base and to deploy more resources on

e-commerce and direct to customers sales.

In the 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 “ZEO-SLEEP" increased steadily
during the Period. The Group will continue to promote its brands and products to

corporate customers so as to attract more corporate sales.

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

efficiency and increase the competitiveness of the Group.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

Save as disclosed in the section headed “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 Period
(for the six months ended 30 June 2018: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2019, the employee headcount of the Group was 3,297 (30 June 2018:
3,408) and the total staff costs, including Directors’ remuneration and share option
expenses, amounted to approximately HK$218.3 million for the Period (for the six
months ended 30 June 2018: approximately HK$219.6 million). The decrease in staff

costs was primarily due to the decrease in headcount.

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 2019, 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 10 to the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules™),

to be notified to the Company and the Stock Exchange, were as follows:

OTHER INFORMATION

EERBSITRAEBRKRA - HEKRAD
REERNESERKXE

2019F6A308 AR B EE MEm TR
ABRAARSKETEMBEREZE (FER
BEEEGIES7I EESH RGN ([#FER
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REGMBRATR ([BRFT]) BERRAR
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BB IR B B35GB E RN E R T A AR
AfFE 2B MRS KA 3 ()RR
RErFES AR ([ EWRA)Msx1Fr
BEMBTAEZETES X INITAEST
B (TEE<PRI]) BAE AN E R FTH
KRBT :

Interests in the Company RAERF 2R
Approximate
Number percentage of
Name of Director Nature of interest of shares!” shareholding®
E=pnS EEtE IR0 BE O RERHBDL
LAM Chi Fan Founder of a discretionary trust 1,275,906,000 (L)® 7291%
MERN 2REEFEHAILA
Beneficial owner 8,150,000 (L)® 047%
BEHSBEAA
CHEUNG Tung Beneficial owner 7,876,200 (L)@ 0.45%
SRR BEHBEAA
CHEN Feng Beneficial owner 4,050,000 (L)® 0.23%
BR A, BEHBEAA
LAM Fei Man Beneficial owner 3,150,000 (L) 0.18%
MEESE BEHBEAA
LAM Kam Cheung Beneficial owner 3,000,000 (L) 0.17%
MEPFE BEHBEAA
WONG Chi Keung Beneficial owner 300,000 (L)@ 0.02%
TR BEHBEAA
BEEEARAT

2010E e 13



OTHER INFORMATION

Approximate

Number percentage of
Name of Director Nature of interest of shares(" shareholding®
EEpnS ERME R EBE O REBHBDL?
Professor LAM Sing Kwong, Simon Beneficial owner 300,000 (L)@ 0.02%
AR BEHEAA
FAN Chun Wah, Andrew, . P Beneficial owner 300,000 (L)@ 0.02%
SEREA AL BEHEAA
ZHANG Hwo Jie Beneficial owner 300,000 (L)@ 0.02%
SR BEHEAA
WU Tak Lung Beneficial owner 300,000 (L)@ 0.02%
RIEERE BEHEAA
Notes: Bk

(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 2019.

(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.B, 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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Interests in associated corporation — Sinomax Enterprises

OTHER INFORMATION

RIEEEE s - EmBEhE

Approximate

Number percentage of
Name of Director Nature of interest of shares!” shareholding?
E=png EEMtE RDEBEO REBABE DL
LAM Chi Fan Beneficiary of The Frankie Trust 15 (L) 37.5%
MAER Frankie{S sEBY X 28 A
CHEUNG Tung Beneficiary of The Cheung's Family Trust 50 12.5%
SRAR RERREEFANEEA
CHEN Feng Beneficiary of The Feng Chen's Family Trust 5UL) 12.5%
PR AL BRILK RIEFER X & A
Note: ks

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

(2)  The above percentage is compiled based on the total number of 40 shares of
Sinomax Enterprises in issue as at 30 June 2019, and the remaining |5 shares of
Sinomax Enterprises in issue are owned by The James' Family Holding Limited,
which is owned as to 100% by The James' Family Trust. The James' Family Trust is
a discretionary trust established by Ms. CHEUNG Shui Ying (the mother of Mr
CHEUNG Tung) as settlor and Vistra acting as the trustee. The beneficiaries of The
James' Family Trust are Ms. CHEUNG Shui Ying and her family members.

Saved as disclosed above, as at 30 June 2019, none of the Directors and the
chief executive of the Company had any interests and short positions in the
shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as recorded in the register
of the Company required to be kept under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code.

() TLl3EMRE-

) NEBSLLTIRRERBRER0I9F
6H30H 2 B BITIR 7 4 BR40AX 5T & -
Mmea T~ ISAREE R b R 2 BT T
The James' Family Holding Limited# & * The
James' Family Holding LimitedF JamesZX &
(EFEHER 100% © JamesR x5 7T AR
Bt (RREECER) (ERIE
BTN 2 2REER MVistaR %
FEA © JamesKIEEFE 2 X5 A BoRKE
RERERREKE °

B EXREEESIN  F201966 4308  iHEE
ERARAZERITHEABERAATSHE
FAEEEE (TERESFLHAEEMNE
XVER) 2 B in  HBRERR D R BEEFERHED
BERNARTIRIEES KR EHIFE35215
FEZEFTDMA BERSRKE  HER
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i s SRR -
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OTHER INFORMATION

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, the person(s) (other than a Director or chief executive of the

Company) who had interests or short positions in the shares or underlying shares as

recorded in the register required to be kept by the Company under section 336 of the

SFO were as follows:

FERRZEZER XA

201956 430 - BEAAL (FBEARE
EFNESTEHRAE) R B R +
A REENIRIEE S R G E336/&7
NAEGFENECMNERSOAERT

Approximate

Name of substantial shareholder Number percentage of
of the Company Nature of interest of shares!” shareholding®
ARREERRESR EaEtE RADEE O REFHBDLO
Sinomax Enterprises ©) Beneficial owner 1,275,906,000 (L) 7291%
ERBELERO BEalEBA
Chi Fan Holding Limited Interest of a controlled corporation 1,275,906,000 (L)“ 7291%
XEGEE R R
The James' Family Holding Limited Interest of a controlled corporation 1,275,906,000 (L)® 7291%
XEGEE R R
Vistra © Trustee of various trusts 1,275,906,000 (L) 7291%
ZEAEFENHZTEA
CHEUNG ShuiYing Founder of a discretionary trust 1,275,906,000 (L)?) 7291%
SRR3R EREFEKRILA
LI Ching Hau Interest of spouse 1,284,056,000 (L)® 73.38%
fm FotB s
Notes: B et
(1Y The letter """ denotes long position. (h TLI¥EFE-
(2)  The calculation is based on the total number of 1,750,002,000 shares in issue as at 30 ) EFETIRIEMR2019F6A30H 2 B 81T
June 2019. A9 48 211,750,002, 0000% 377 ©
(3)  Sinomax Enterprises is legally owned as to 37.5%, 12.5%, 37.5% and 12.5% by Chi B) EFHHELESDABCHh 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 }z Venture
proportion by The Frankie Trust, The Cheung's Family Trust, The James' Family Trust Win Holdings Limitedi 5 37.5%~ 12.5%*
and The Feng Chen's Family Trust, respectively. 37.5%% 12.5%)% 7 R am + A5 5l A Frankie
5t SRR KRG JamesK &5 78 &
BRAAR &S rE B HFILL P & anhas o
(4)  These Shares belong to Sinomax Enterprises, which is legally owned as to 37.5% by 4 “ERNBEXBELEME MEHS
Chi Fan Holding Limited. B TIHChi Fan Holding Limited# &
37.5%)5 5 f s ©
Sinomax Group Limited
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©)

)

®)

These Shares belong to Sinomax Enterprises, which is legally owned as to 37.5% by
The James' Family Holding Limited.

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

These Shares belong to Sinomax Enterprises. Sinomax Enterprises is legally owned
as to 37.5% by The James' Family Holding Limited, which is beneficially owned by The
James' Family Trust. The James' Family Trust is a discretionary trust established by Ms.
CHEUNG ShuiYing as settlor and Vistra acting as the trustee. The beneficiaries of The
James' Family Trust are Ms. CHEUNG Shui Ying and her family members.

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

®)

(©)

%

®)

OTHER INFORMATION

HibE R

ZERNBERBREME  HhHThe
James' Family Holding Limited % 5 37.5%52%
RS o

Vistral& EFrankielZ 5 * JamesK IR 1255
KERERELEBEREETHIT
A e FrankiefS sERI X m A BME LT &
REFREKE - RERKGELHNZmA
BRI ERERKEKE o JamesK & 15
FEMZmABRKEZT RERKEK
B BRIKEEFENZ A BRI L E
RERGKE -

ZEBNBEHRBEOEMB -EmBAL
% M The James' Family Holding Limited &
37.5%% T #E * The James' Family Holding
Limited A James R IR (E L B 7B © James
KIREFRABRKELZL ((ERIMER
FAIKIL 2 2 HEFE MVistrafE £
FEA © JamesK A5 702 X3 A B IRKE
TEREREMKE -
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ERBE-REEFNMBEGRDN FaE
TR RIMEN LR B #E 2 H
FIEE R P EA -

BRESEEER QA 17
2019 R HR SR &



OTHER INFORMATION

HibE R

SHARE OPTION SCHEME

(i)  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

18

under the Pre-IPO Share Option Scheme:

BRETE

U]

IR BB AT RS AR T

=]

F2013F 128 138 » KA B A% B ER 49
A EFTMRANEI7ERENERAF
BER AT E

BIRAFEERIIEARERTEIRN2014F7
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  [Jan2019  thePeriod  thePeriod  the Period 30 June 2019
R019% R019%
BRRY A1 REBAR  REBA  RMEEA 6A3NA
ERA RiAH 5E8 s TRE  HARTE 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 WI4E2A108Z WI4FIRI0BE
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 WISFTAIRE
015574108 019574108
10 Feb 2014 10 Feb 2014-10Jul 2016 10Jul 2016-10 Jul 2019 074 1,330,000 - - - 1,330,000
WH4FIRI0B WI4FLAI0BE WILFTAIRE
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 VI7FTAIRE
07574108 019574108
10 Feb 2014 10 Feb 2014-10Jul 2018 10)ul 2018-10 Jul 2019 074 1,330,000 - - - 1,330,000
WH4FIRI0B WI4FLAI0BE WIBFTAIRE

Sinomax Group Limited
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OTHER INFORMATION

Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Date of grant ~ Vesting period Exercisable period perShare  [Jan2019  thePeriod  thePeriod  the Period 30 June 2019
0195 R019%
SRR IAIB REER  REEA REEA AR
ERA RiAH 5B s B HATE = b3 i HRTE
HKS
AT
CHEUNG Tung (President) I0Feb 2014 10Feb 2014-10Jul 2014 10Jul 2014-10 Jul 2019 074 1275040 - - - 1M
ik (4) W4ERI0B  014F2A10RF WI4ETAI0BE
201457R 108 201967R 108
10Feb 2014 10Feb2014-10}ul 2015 10Jul 2015-10 Jul 2019 074 1275040 - - - 1M
W4ERI0B  014F2A10RF WISETRI0BE
015577108 201967R 108
10Feb 2014 10Feb 2014-10Jul 2016 10Jul 2016-10 u 2019 074 1275040 - - - 1M
W4ERI0B  01452A10RF WIEETRI0BE
016577108 201967R 108
I0Feb 2014 10Feb 2014-10)ul 2017 10Jul 2017-10 Jul 2019 074 1275040 - - - 1M
W4ERI0B  01452A10RF WITETRI0BE
017577108 201967R 108
10Feb 2014 10Feb2014-10}ul 2018 10Jul 2018-10 ul 2019 074 1275040 - - -0
W4ERI0B  01452A10RF WIBETRI0AE
0I857R 108 201967R 108
CHEN Feng I0Feb 2014 10Feb 2014-10)ul 2014 10Jul 201410 ul 2019 074 610000 - - - 610000
3 W4ELA10B WH4E2RI08E WI4ETRI0BE
014F7F 108 019574108
10Feb 2014 10Feb 2014-10)ul 2015 10Jul 2015-10 ul 2019 074 610000 - - - 610000
W4ELIRI0B WI4E1RI0BE WISETRI0BE
0I5F7R 108 019574108
I0Feb 2014 10Feb 2014-10)ul 2016 10Jul 2016-10 ul 2019 074 610000 - - - 610000
WI4ELIRI0B WI4E1RI0BE WIETRIEE
016577108 019574108
I0Feb 2014 10Feb 2014-10)ul 2017 10Jul 2017-10 ul 2019 074 610000 - - - 610000
WI4ELIRI0B WI4E1RI0BE WITETRI0BE
0I7F7R 108 019574108
I0Feb 2014 10Feb 2014-10)ul 2018 10Jul 2018-10 ul 2019 074 610000 - - - 610000
WI4ELIRI0B WI4E1RI0BE WIETRIEE

0I8ETAI0R

0I19F7A 108
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OTHER INFORMATION

HibE R

Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Date of grant ~ Vesting period Exercisable period perShare  [Jan2019  thePeriod  thePeriod  the Period 30 June 2019
0195 H019%
SRR A1 REER  REEA REER AR
ERA RiAH 5B s B HATE = b3 i HRTE
HKS
AT
LAM Kam Cheung 10 Feb 2014 10 Feb 2014-10 Jul 2014 10 Jul 2014-10 Jul 2019 074 400000 - - - 400,000
MigE W4ERI0B  01452A10RF WI4ETAI0BE
2014577108 201967R 108
10Feb 2014 10Feb 201410 ul 2015 10 Jul 2015-10Jul 2019 074 400000 - - - 400000
W4ERI0B  01452A10RF WISETRI0BE
2015577108 201967R 108
10Feb 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  014F2A10RF WI7ETRI0BE
0I757R 108 201967R 108
10Feb 2014 10 Feb 201410 ul 2018 1010l 2018-10Jul 2019 074 400000 - - - 400000
W4ERI0B  014F2A10RF WIBETRI0AE
018577108 201967R 108
LAM Fei Man I0Feb 2014 10Feb 2014-10)ul 2014 10Jul 201410 ul 2019 074 430000 - - - 430000
HER W4ELA108 WH4E2RI08E WI4ETRI0BE
2014577108 019574108
10Feb 2014 10Feb 2014-10)ul 2015 10Jul 2015-10 ul 2019 074 430000 - - - 430000
WI4ELIRI08 WI4E1RI0BE WISETRI0BE
0I5F7F 108 019574108
I0Feb 2014 10Feb 2014-10)ul 2016 10Jul 2016-10 ul 2019 074 430000 - - - 430000
WI4ELRI08 WI4EL1RI0BE WIETRI0EE
016577108 019574108
I0Feb 2014 10Feb 2014-10)ul 2017 10Jul 2017-10 ul 2019 074 430000 - - - 430000
WI4ELRI08 WI4EL1RI0BE WITETRI0BE
0I7F7R 108 019574108
I0Feb 2014 10Feb 2014-10)ul 2018 10Jul 2018-10 ul 2019 074 430000 - - - 430000
WI4ELIRI0B WI4EL1RI0BE WIETAIEE
018577 108 019574108
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OTHER INFORMATION

HibE R

Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Date of grant ~ Vesting period Exercisable period perShare  [Jan2019  thePeriod  thePeriod  the Period 30 June 2019
0195 0198
BREH IRIE REEA  REER REER AR
ERA R A 5EH s ik HATRE Rit % e MEfR
HKS
B
Other employees (in aggregate) 10 Feb 2014 10 Feb 2014-10 Jul 2014 10Jul 2014-10 Jul 2019 074 2439860 - (8000) - 241860
EfiES (R5) WHFLRIE W4FLAI08E WIHFTRI0EE
0I14F7R10H 0I957A10H
10 Feb 2014 10 Feb 2014-10 ul 2015 10 Jul 2015-10 Jul 2019 074 2441860 - (8000) - 2433860
WI4E2A108 014F28108F WISETRI0BE
0I5%7A10H 0I9%7R10H
10 Feb 2014 10 Feb 2014-10Jul 2016 10 Jul 2016-10 Jul 2019 074 2441860 - (8000) - 2433860
WI4E2A108 014F28108F WIETRI0BE
WI657A10H 0I9%7R10H
10 Feb 2014 10 Feb 2014-10)ul 2017 10 Jul 2017-10 Jul 2019 074 2441860 - (8000) - 2433860
WI452A108 014F28108F WITETRI0BE
0I7E7R10H 0I957A10H
10 Feb 2014 10 Feb 2014-10)ul 2018 10 Jul 2018-10 Jul 2019 074 2441860 - (8000) - 2433860
WI4E2A108 W014F28108F WIETRI0BE
018574 10H 019574 10H
Total
aif 243350 - (40000) - 32393500
Number of share options exercisable
at 30 June 2019
019564308
AT ERES 32393500
Notes: (k=g
(@)  During the Period, 3 eligible participants, who had been granted share options, (2 HHEA 3BREREBERENEGER
ceased to become eligible participants upon termination of employment and SEENKILERBBERETER
the said share options had automatically lapsed. SERSHEE M ERERED
BEIR
(b)  Other details of the Pre-IPO Share Option Scheme are set out in note 18 to (b) BBRAFBESABRETSE

the condensed consolidated financial statements.
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OTHER INFORMATION

HibE R

(i)  The Post-IPO Share Option Scheme (i) BRAAHBERBRETS
On 4 March 2014, a share option scheme was conditionally adopted by the 2014563848 - AR RIRE B G4
shareholders of the Company (the “Post-IPO Share Option Scheme). a2 ([BRNRBRERE
MRAEESHE ) -
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 NAEIMSSEE AR EERE G #
1.76% of the 1,750,002,000 shares in issue as at the Date of Grant. Al 30,800,00017 BE P - AHE XX th A H]
30,800,000 share options are valid for a period of 5 years commencing from 1,750,002,000/% 2 21T AR 19 491.76% °
the relevant vesting date. Each option granted under the Post-IPO Share Option P48 30,800,00017 FE % # B 1R R B & B
Scheme shall entitle the grantee to subscribe for one share upon exercise of BB RS G - FE R AHBERE
such option at a subscription price of HK$0.69 per share. PetEnt 81T T 1% A9 B AR B T X
AERETT 8 % B A i A B A AL 0
0.6978 TR R IR B RS — A
The following table discloses details of movements of the share options granted TREBRBERAFMESEERE
under the Post-IPO Share Option Scheme: FTEIRH A BRI Z E 15
Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Date of Grant ~ Vesting Period Exercisable period perShare  [Jan2019  thePeriod  thePeriod  the Period 30 June 2019
R019% 0195
ERRH IAIR REER  REEA RMEER A8
ERA RHAH BEE T8 B  HEATE R b3 it HRTH
HKS
A
LAM Chi Fan (Chairman) 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 750,000 - - - 750,000
HEA(R) VITEIRBE  WI7FIAKAZE WIBFIRVAE
I8 A26H W01 A26H
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 750,000 - - - 750,000
WIEIRBE  WI7EIANEE WIFIRTEE
WI9FI A2 W05 A26H
CHEUNG Tung (President) 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 750,000 - - - 750,000
&k (25) WEIANE  WI75IB6EZ WIBFIRTEE
I8 A26H W05 A26H
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 750,000 - - - 750,000
WIEIRBE  WI7EIANEE WIFIRTEE
WI9FI A2 W05 A26H
CHEN Feng 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 500,000 - - - 500,000
B WEIANE  WI75IA6EZ WIBEIRTEE
I8 A26H W01 A26H
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 500,000 - - - 500,000
WIEIRKE  WI7EIANEE WIYFIRTEE
WI9FI A26H W01 A26H
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OTHER INFORMATION

HibE R

Exercise  Outstanding Granted Lapsed Exercised  Outstanding
price asat during during during asat
Grantee Date of Grant ~ Vesting Period Exercisable period perShare  [Jan2019  thePeriod  thePeriod  the Period 30 June 2019
0198 0198
SRR IBIB  REER  REER REER AR
REA BHAH BEH s EE  HAGE B b3 it HEROE
HKS
AT
LAM Kam Cheung 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 500000 - - - 500000
T WITEIEWE  0I7FIANAE WIBEIRVAZ
0I8F1 A6 20041 A6
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 500000 - - - 500000
WIEIRXE  WIT7EIABAE WI9EIRVRE
2019%1 A6 200451 A6
LAM Fei Man 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 500000 - - - 500000
HER WITEIBWE  0I7FIANAE WIBEIRVAZ
0I8F1 A6 200451 A6
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 500000 - - - 500000
WIEIRXE  WI7EIABAE WI9EIRVRE
2019%1 A6 200451 A6
WONG Chi Keung 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 150000 - - - 150000
ItH WI7EIABE  WI7FIBWAE WISFIAVAE
0I8F1 A6 20041 A6
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 150000 - - - 150000
WIEIRKE  WIT7EIABAE WI9EIRVRE
019%1 A6 20041 A6
Professor LAM Sing Kwong Simon 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 150000 - - - 150000
MHRAR WITEIEWE  0I7FIANAE WIBEIRVAZ
0I8F1 A6 20041 A6
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 150000 - - - 150000
WIEIRKE  WIT7EIABAE WI9EIRVRE
019%1 A6 20041 A6
FAN Chun Wah, Andrew, | P 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 150000 - - - 150000
BHEELCTHL WI7EIABE  WI7FIBWAE WISFIAVAE
0I8F1 A6 20041 A6
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 150000 - - - 150000
WIEIRXE  WIT7EIRBAE WI9EIRVRE
019%1 A6 20041 A6
ZHANG Hwo Jie 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 150000 - - - 150000
Rl WI7EIABE  WI7FIBWAE WISFIAVAE
0I8F1 A6 20041 A6
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 150000 - - - 150000
WIEIRXE  WI7EIABAE WI9EIRVRE
019%1 A6 20041 A6
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OTHER INFORMATION

HibE R

Exercise  Outstanding Granted Lapsed  Exercised  Outstanding
price asat during during during asat
Grantee Date of Grant ~ Vesting Period Exercisable period perShare  [Jan2019  thePeriod  thePeriod  the Period 30 June 2019
0195 0195
SRRSO 1A AEEA REER REER oRA
ERA R A 5EH T8 TRE  HATHE Rit %% e HATE
HKS
A7
WUTak Lung 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 150000 - - - 150000
REE WIEIRBE  WI7EIANAZ WIBEIATHE
0I8F 1 A26A W01 A2
26 Jan 2017 26 Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 150000 - - - 150000
WI7EIAXE  WITFIAWAZE VIYFIATRE
0I9F 1 A26R W01 A2
Other employees (in aggregate) 26 Jan 2017 26 Jan 2017-26 Jan 2018 27 Jan 2018-26 Jan 2022 069 9600000 - (800,000) - 8800000
AR (A5) WITEIA%E  0I751A6AZ WISFIAVEE
0I8F 1 A26A W01 A2
26Jan 2017 26Jan 2017-26 Jan 2019 27 Jan 2019-26 Jan 2022 069 9600000 - (800,000) - 8800000
WI7EIAXE  WITFIABAE WIYFIATRE
0I9F 1 A26R W01 A26H
Total 26700000 - (1600000) - 25100000
ait
Number of share options exercisable
at 30 June 2019
2019564308
AfTEABRENE 25100000
Notes: Bt 5
(@)  During the Period, 3 eligible participants, who had been granted share options, (2 HIIA - 3RERBRENSER
ceased to become eligible participants upon termination of employment and SEENKIIEBBEERETEAR
the said share options had automatically lapsed. GERSEE MEMERED
BENRM
(b)  Other details of the Post-IPO Share Option Scheme are set out in note 18 to (b) BRARBEESEBRETSEINE

the condensed consolidated financial statements.
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DISCLOSURE OF INFORMATION ON DIRECTORS

Changes in Directors’ biographical details since the date of the Annual Report 2018 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 Universal Star (Holdings) Limited (Stock Code:
2346) with effect from 2 April 2019.

Mr. Wu Tak Lung, an independent non-executive Director, has resigned as an
independent non-executive director of Sinotrans Shipping Limited (Stock Code: 0368)
with effective from 16 January 2019 and Olympic Circuit Technology Co,Ltd. (Stock
Code:603920) with effect from 22 May 2019.

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$28 million
and HK$218.4 million as at 30 June 2019). 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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OTHER INFORMATION
Hitb & %

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 for Securities Transactions by Directors of Listed Issuer (the “Model Code”)
in Appendix 10 to the Listing Rules. The Company has made specific enquiry of all
Directors and all Directors confirmed that they have complied with the required
standards of the Model Code regarding Directors' securities transactions during the

Period.

REVIEW OF INTERIM RESULTS

The audit committee of the Company has reviewed, together with the management of
the Group, 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,
Messrs. Deloitte Touche Tohmatsu, in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information Performed by the

Independent Auditor of the Entity” issued by the HKICPA.

On behalf of the Board
Sinomax Group Limited
Lam Chi Fan

Chairman

Hong Kong, 27 August 2019
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

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 to as the “Group”)
set out on pages 28 to 84, which comprise the condensed consolidated statement
of financial position as of 30 June 2019 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

27 August 2019
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

HHGRSEEREME2ERER

For the six months ended 30 June 2019
BUE2019%6 A308 LN E A

For the six months ended 30 June

BE6A30RLEAREAR
2019 2018
20195 2018%F
HK$’000 HK$'000
FHET THET
(unaudited) (unaudited)
(REEZX) (CREEZ)
Revenue A 1,479,883 2038915
Cost of sales $HE A (1,114,925) (1,691,606)
Gross profit EH 364,958 347,309
Other income HAb YA 27310 29,968
Other gains and losses H iUz K Es 18 (1,073) (4,460)
Impairment losses reversed (recognised) EHREEBERKIEAT
under expected credit loss model, net #ml () 2 RE
R 2,345 (4351)
Selling and distribution costs HE R KA (197,184) (190,127)
Administrative expenses TTERBA X (97,177) (102,238)
Finance costs B A AR (24,034) (18,784)
Other expenses HEax (46,435) (46,737)
Profit before taxation B 5t A1t 7 28,710 10,580
Income tax expense PSR X (18,158) (1,496)
Profit for the period A T 10,552 9,084
Other comprehensive expense: Hith2EAX:
Item that may be reclassified subsequently to HEGREENTEE
profit or loss: BmEE
Exchange differences arising on translation of BREBINRBEEN
foreign operations ME H Z R (337) (18,865)
Total comprehensive income (expense) for the period HIRZEUWA (B ) 48 10,215 (9,781)
Profit (loss) for the period attributable to: THIALEEEA
mH (EE)
Owners of the Company ZA/NEIEZ SN 11,436 4563
Non-controlling interests FEIERR (884) 4,521
10,552 9,084
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
HHGRSEEREME2ERER

For the six months ended 30 June 2019

H E2019F6A308 (£~ E A

For the six months ended 30 June

BZE6HA30RLLKEA
2019 2018
2019 20185
HK$'000 HK$'000
FTHERT TET
NOTES (unaudited) (unaudited)
B 5 E (REEZ) (REEZ)
Total comprehensive income (expense) for the period 7 A T EMEEIRN2E
attributable to: WA (P )45
Owners of the Company VAN/NETEZ S DN 10,883 (12949)
Non-controlling interests FEVEARE = (668) 3,168
10,215 (9,781)
Earnings per share BRREF 9
~ Basic BN HKO.65 cent Bl HK0.26 cent Bl
— Diluted —#8 HKO.65 cent Bl HK0.26 cent Bl
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
RS B IR R

At 30 June 2019
201956 A30H

At At
30 June 31 December
2019 2018
20195 FA20185F
6H30H 12H318
HK$'000 HK$'000
FHERT TET
NOTES (unaudited) (audited)
B 5 (REEZ) (EZ)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M WE MRS 679,610 682,084
Right-of-use assets EREEE 7 390,428 -
Investment properties WEME 88,179 90,224
Prepaid lease payments TEHAERIE - 62,479
Deposits paid for acquisition of property, MBI - BB K
plant and equipment R TR E 16,465 13,182
Goodwill kS 61,388 61,409
Intangible assets BIVEE 117,003 122,399
Rental deposits Heks 21,278 23,365
Deferred tax assets EETRIAEE 27,423 2545
1,401,774 1,080,593
CURRENT ASSETS nBEE
Prepaid lease payments TERT I & IR - 1,638
Inventories FE 600,594 531,071
Trade and other receivables B 5 & HA WK IR 10 559,893 843,359
Bills receivables eSS I 76,056 91,960
Trade receivables at fair value through FRAMEEKE
other comprehensive income RATESRZ
B 5 EURIA 12 70,437 87,769
Fixed bank deposits EBIRITIE K 25,300 32,394
Bank balances and cash RITAESRER S 297,847 234435
1,630,127 1,822,626
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

IGLEEE SR L O
At 30 June 2019
201956 A30H

At At
30 June 31 December
2019 2018
20195 20185
6HA30H 12A31H
HK$’000 HK$'000
FET FHET
NOTES (unaudited) (audited)
P 5 (REEZR) (RE#EZ)
CURRENT LIABILITIES mBEE
Trade and other payables 2 5 RHEMERFRIE 14 517,226 600,258
Bills payables e RIR 15 37,331 86,181
Contract liabilities AHEAE 692 893
Lease liabilities HeEaE 220,088 -
Unsecured bank borrowings EEIRIRITENR 16 560,966 584,369
Taxation payable JER IR 5,829 19,825
1,342,132 1291526
NET CURRENT ASSETS mB)EEFE 287,995 531,100
TOTAL ASSETS LESS CURRENT LIABILITIES BEERTEEE 1,689,769 1,611,693
NON-CURRENT LIABILITIES EREBERE
Lease liabilities HeEaE 123,959 -
Unsecured bank borrowings EEIRIRITER 16 225,315 289,388
Deferred tax liabilities RIEFRIBEE 106,004 96,462
455,278 385,850
NET ASSETS BEFE 1,234,491 1,225,843
CAPITAL AND RESERVES BARNAEE
Share capital [ 17 175,000 175,000
Reserves B 915,423 904,429
Equity attributable to owners of the Company RATHEE AFELER 1,090,423 1,079,429
Non-controlling interests SRR =R 144,068 146,414
TOTAL EQUITY Tz AR RE 1,234,491 1,225,843
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
HHGRERERBR

For the six months ended 30 June 2019
BUE2019%6 A308 LN E A

Equity attributable to owners of the Company

FRREEARGLRER
Share Non-
Share Share Merger  Statutory Capital option  Translation  Retained Sub-  controlling
capital  premium reserve reserve reserve reserve reserve profits total  interests Total
BA ROEE AHEE AERE S0RF BRERRE EXER REEA Nt FERER B
HK$000  HKP000  HK$000  HKFO00  HKPOOO  HK$000  HKF000  HKFOOO  HKS000  HKS000  HK$000
TEx  TEr  TEr  TEr  TExr  TEx  TExr  TErT TEr TEr TER
(Note (i)~ (Note (i)  (Note (ii))
) (W) (HEGH)
At | January 2018 R0I8F1 A1 175000 404520 (403835 15529 1510 19,163 32740 909939 1154566 154436 1309,002
Proft for the period eyl - - - - - - - 4563 4563 452 9084
Exchange diferences arising on translation BERNEBELNERZER
of foreign operations - - - - - - (17512) - (17512) (1353)  (18865)
Total comprehensive (expense) income BN2E (X)) RALE
for the period - - - - - - (17512) 4563 (12949) 3168 (9.781)
Dividend recognised as distribution (note 8) RRHA KRS (FisEs) - - - - - - - (17500 (17500) - (17500
Dividend paid to non-controling interests AFERERA OB - - - - - - - - - 9899) (9899
Recognition of share based payment expense BB % X - - - - - 1405 - - 1405 - | 405
Lapse of share options BREXN - - - - - (1261) - 1,261 - - -
Transfer &% - - - 2473 - - - (2473) - - -
At 30 June 2018 (unaudited) R0I8F6 AR (REER) 175000 404520 (403835 18002 1510 19307 15208 895790 LI®50 147705 1073207
At | January 2019 RW9FIAIE 175000 404520 (403835) 18,002 1510 19427 (20236) 885041 1079429 146414 1225843
Profit (loss) for the period g (BR) - - - - - - - 11436 11436 (884 10552
Exchange differences arising on translation BEBNEBELNERZR
of foreign operations - - - - - - (553) - (553) 216 (337)
Total comprehensive (expense) BR2E (X)) WALE
income for the period - - - - - - (553) 11436 10883 (668) 10215
Dividend paid to non-controlling interests AFERERAZFERE - - - - - - - - - (1,678) (1.678)
Recognition of share based payment expense A XX - - - - - 111 - - Il - 1l
Lapse of share options BREXN - - - - - (343) - 343 - - -
At 30 June 2019 (unaudited) 201966 308 (KEEH) 75000 404520 (403835) 18002 1510 19195 (0789) 89680 109043 144068 1234491
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Notes:

(i

(iii)

CONDENSED CONSOLIDATED STATEMENT OF

The merger reserve represented the difference between the total equity of those
subsidiaries attributable to the owners of the Company 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, 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.

According to the relevant requirements in the memorandum of association of the
subsidiaries of the Company established in the People’s Republic of China (the
“PRC"), a portion of their profits after taxation has to be transferred to the statutory
reserve and allocation to the statutory reserve which shall be approved by the board
of directors of the entity. The transfer had been made before the distribution of a
dividend to equity owners. The appropriation to statutory reserve may cease if the
balance of the statutory reserve has reached 50% of the registered capital of the
entity. The reserve can be applied either to set off accumulated losses, if any, or to
increase registered capital. The statutory reserve is non-distributable other than upon
liquidation.

In accordance with the provisions of the Macao Commercial Code, the subsidiary of
the Company incorporated in Macau is required to transfer a minimum of 25% of
annual net profit to statutory reserve until the accumulated amount equals half of its
quota capital. This reserve is not distributable to the shareholders.

During the year ended 31 December 2011, the Individual Shareholders acquired
an additional 34% interest in Trade Sincere Limited (‘Trade Sincere”), a non-
wholly owned subsidiary of the Company, from a non-controlling shareholder for a
consideration of United States dollars (“US$") 998,012 (equivalent to HK$7,755,000)
and the Group's interest in Trade Sincere was then increased from 51% to 85%.
Simultaneously, Trade Sincere disposed of its 40% equity interest in Sinomax Kuka
(Zhejiang) Foam Co. Limited (“Sinomax Kuka"), a then wholly-owned subsidiary of
Trade Sincere, to a non-controlling shareholder for a consideration of US$ 1,174,132
(equivalent to HK$8,855,000). Sinomax Kuka became a 60% owned subsidiary of
Trade Sincere after this partial disposal. The Group's effective interest in Sinomax
Kuka remained unchanged. The difference between the consideration received by
the Group and the increase in non-controlling interests after these transactions
amounting to approximately HK$ 1,510,000 is recorded in capital reserve.

&t -

0)

(iif)

CHANGES IN EQUITY
BRAGREERSER

For the six months ended 30 June 2019
BUE2019%6 A308 LN E A

AOREDIERBEEBEARNRES
AEEZSWB AR ERBEE (AR
NEMEEERATEHBECERRA
AR ([ERRR])MEARF2E
Fff J& /A B Treasure Range Holdings Limited
([Treasure Range ] ) #:% ) ELiH R M B A
AR AN 4AFE R Z 78 © [ Treasure Rangedd
E A RA M A R BB Th B B Treasure
Rangelm AN 2 A1 Z 1T IR 19 R AR A & )
EHEBCEBRATEITHROAT
e
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MIEERBRMIEAR AR ERER B A
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HHFERERE
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

For the six months ended 30 June

BZE6H3081LXMEA
2019 2018
20195 20185
HK$’000 HK$'000
FHET THETT
(unaudited) (unaudited)
(RBERZ) (REEEZ)
Operating activities RETH
Operating cash flows before movements in working capital &8 & & Z AL L RS RE 117,320 83,325
Increase in inventories ERSE I (67,051) (27,137)
Decrease in trade and other receivables B 5 K Eth e Ug FRIE R 288,142 62,698
Decrease in trade and other payables B 5 N E A & 5 R IR A (129,087) (99,591)
Other operating cash flows HEgEBenE 25,973 (13,649)
Net cash from operating activities RETHELR S EE 235,297 5646
Investing activities RETE
Payments for property, plant and equipment XA BE R (33,313) (26,983)
Payments for rental deposits Y fHEEEEe (3,364) -
Refund of rental deposits RENRSES 465 -
Placement of pledged bank deposits FREERIRITER - (3,684)
Withdrawal of pledged bank deposits RIEERBITER - 2947
Placement of fixed bank deposits 15 HUE BRERIT 17 3K (11,980) (72,234)
Withdrawal of fixed bank deposits REUE HIRITIE K 19,096 -
Interest received 2 U F B 2,206 372
Net cash used in investing activities REZHHAREERE (26,890) (99,582)
Financing activities BMEEE
New unsecured bank borrowings raised EEMEEFREITER 319,855 536,010
Repayment of unsecured bank borrowings EEEEBBITER (407,644) (293543)
Repayment of lease liabilities BEHEARE (30,611) -
Interest paid EARFLE (24,034) (18784)
Dividend paid to non-controlling interests M IEFE AR HE 2 T 2 A O AR B (1,678) (9.899)
Net cash (used in) from financing activities RETE (BHH)EEREFHE (144,112) 213,784
Net increase in cash and cash equivalents BERBEEEYEMEE 64,295 [19,848
Cash and cash equivalents at beginning of the period HyBRe KIREEEY 234,435 155485
Effect of foreign exchange rate changes EXFEHNTE (883) (2,537)
Cash and cash equivalents at end of the period, BRASRRASEEY:
represented by bank balances and cash LASRTTHE#H RIRE 27 297,847 272,796
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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 2019 are the
same as those presented in the Group's annual financial statements for the year

ended 31 December 2018.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019

HZE2019%6 308 IE/518 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

Application of new and amendments to HKFRSs

In the current interim period, the Group has applied, for the first time, the

following new and amendments to HKFRSs issued by the HKICPA which are

mandatory effective for the annual period beginning on or after | January 2019

for the preparation of the Group'’s condensed consolidated financial statements:

HKFRS 16

HK(IFRIC) — Int 23

Amendments to HKFRS 9

Amendments to HKAS 19

Amendments to HKAS 28

Amendments to HKFRSs

Leases

Uncertainty over Income Tax Treatments

Prepayment Features with Negative
Compensation

Plan Amendment, Curtailment or Settlement

Long-term Interests in Associates and
Joint Ventures

Annual Improvements to HKFRSs
2015 —=2017 Cycle

Except as described below, the application of the new and amendments to

HKFRSs in the current period has had no material impact on the Group's

financial positions and performance for the current and prior periods and/or on

the disclosures set out in these condensed consolidated financial statements.

2.1 Impacts and changes in accounting policies of application on HKFRS

|6 Leases

The Group has applied HKFRS 16 for the first time in current interim
period. HKFRS 16 superseded HKAS 17 Leases (“HKAS 17") and the

related interpretations.
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PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Impacts and changes in accounting policies of application on HKFRS
|6 Leases (Continued)

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 16

The Group applied the following accounting policies in accordance

with the transition provisions of HKFRS 16.

Definition of a lease
A contract is, or contains, a lease if the contract conveys the right
to control the use of an identified asset for a period of time in

exchange for consideration.

For contracts entered into or modified on or after the date of initial
application, the Group assesses whether a contract is or contains
a lease based on the definition under HKFRS 16 at inception or
modification date. Such contract will not be reassessed unless the

terms and conditions of the contract are subsequently changed.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2.

38

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Impacts and changes in accounting policies of application on HKFRS

|6 Leases (Continued)

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 16 (Continued)

As a lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more
additional lease or non-lease components, the Group allocates the
consideration in the contract to each lease component on the basis
of the relative stand-alone price of the lease component and the

aggregate stand-alone price of the non-lease components.

The Group also applies practical expedient not to separate non-
lease components from lease component, and instead account for
the lease component and any associated non-lease components as

a single lease component.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR
16 Leases (Continued) HECHERSTHRER
(%)
2.1.1 Key changes in accounting policies resulting from application of 211 BREBHBHEERE
HKFRS 16 (Continued) 1655 BB T EETHE

As a lessee (Continued)

Short-term leases

The Group applies the short-term lease recognition exemption to
leases of warehouses, offices and retail shops that have a lease term
of 12 months or less from the commencement date and do not
contain a purchase option. Lease payments on short-term leases
are recognised as expense on a straight-line basis over the lease

term.

Right-of-use assets

Except for short-term leases, the Group recognises right-of-
use assets at the commencement date of the lease (i.e. the
date the underlying asset is available for use). Right-of-use assets
are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease

liabilities.

The cost of right-of-use asset includes:

. the amount of the initial measurement of the lease liability;

. any lease payments made at or before the commencement

date, less any lease incentives received;
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR

|6 Leases (Continued)

2.1.1 Key changes in accounting policies resulting from application of
HKFRS 16 (Continued)

As a lessee (Continued)

Right-of-use assets (Continued)

. any initial direct costs incurred by the Group; and

. an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring the
site on which it is located or restoring the underlying asset
to the condition required by the terms and conditions of the

lease.

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end of the
lease term is depreciated from commencement date to the end
of the useful life. Otherwise, right-of-use assets are depreciated on
a straight-line basis over the shorter of its estimated useful life and

the lease term.

The Group presents right-of-use assets that do not meet the
definition of investment property as a separate line item on the

condensed consolidated statement of financial position.
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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
|6 Leases (Continued)

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 16 (Continued)

As a lessee (Continued)

Leasehold land and building

For payments of a property interest which includes both leasehold
land and building elements, the entire property is presented as
property, plant and equipment of the Group when the payments
cannot be allocated reliably between the leasehold land and
building elements, except for those that are classified and accounted

for as investment properties.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9
Financial Instruments (“HKFRS 9") and initially measured at fair
value. Adjustments to fair value at initial recognition are considered
as additional lease payments and included in the cost of right-of-use

assets.

Lease liabilities

At the commencement date of a lease, the Group recognises and
measures the lease liability at the present value of lease payments
that are unpaid at that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit in the lease is

not readily determinable.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1 Impacts and changes in accounting policies of application on HKFRS
|6 Leases (Continued)

2.1.1 Key changes in accounting policies resulting from application of
HKFRS 16 (Continued)
As a lessee (Continued)

Lease liabilities (Continued)

The lease payments include:

. fixed payments (including in-substance fixed payments) less

any lease incentives receivable;

. variable lease payments that depend on an index or a rate;

. amounts expected to be paid under residual value
guarantees,

. the exercise price of a purchase option reasonably certain to

be exercised by the Group; and

. payments of penalties for terminating a lease, if the lease

term reflects the Group exercising the option to terminate.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 21 FERAEBMBHREZEREI6HR
16 Leases (Continued) HEZYERSHERED
(#&)

211 EREEBHBEHREERE

2.1.1 Key changes in accounting policies resulting from application of

HKFRS 16 (Continued)

As a lessee (Continued)

Lease liabilities (Continued)

Variable lease payments that do not depend on an index or a rate
are not included in the measurement of lease liabilities and right-of-
use assets, and are recognised as expense in the period on which

the event or condition that triggers the payment occurs.

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a corresponding

adjustment to the related right-of-use assets) whenever:

. the lease term has changed or there is a change in the
assessment of exercise of a purchase option, in which case
the related lease liability is remeasured by discounting the
revised lease payments using a revised discount rate at the
date of reassessment.

. the lease payments change due to changes in market rental
rates following a market rent review in which cases the

related lease liability is remeasured by discounting the revised

lease payments using the initial discount rate.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1 Impacts and changes in accounting policies of application on HKFRS
|6 Leases (Continued)

2.1.1 Key changes in accounting policies resulting from application of
HKFRS 16 (Continued)

As a lessee (Continued)

LLease modifications

The Group accounts for a lease modification as a separate lease if:

. the modification increases the scope of the lease by adding

the right to use one or more underlying assets; and

. the consideration for the leases increases by an amount
commensurate with the stand-alone price for the increase in
scope and any appropriate adjustments to that stand-alone

price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability based on the
lease term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date of the

modification.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 21 EREBRMBREEREI6R
|6 Leases (Continued) HEZHERSTHEED
(%)
2.1.1 Key changes in accounting policies resulting from application of 211 BREBHBHEERE
HKFRS 16 (Continued) 1655 BB F B HFE
25 (&)

As a lessee (Continued)

Taxation

For the purposes of measuring deferred tax for leasing transactions
in which the Group recognises the right-of-use assets and the
related lease liabilities, the Group first determines whether the tax
deductions are attributable to the right-of-use assets or the lease

liabilities.

For leasing transactions in which the tax deductions are attributable
to the lease liabilities, the Group applies HKAS 12 /ncome Taxes
requirements to right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use assets and lease
liabilities are not recognised at initial recognition and over the lease

terms due to application of the initial recognition exemption.

As a lessor

Allocation of consideration to components of a contract

Effective on | January 2019, the Group applies HKFRS 15 Revenue
from Contracts with Customers (“HKFRS 15") to allocate
consideration in a contract to lease and non-lease components.
Non-lease components are separated from lease component on

the basis of their relative stand-alone selling prices.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1 Impacts and changes in accounting policies of application on HKFRS
|6 Leases (Continued)

2.1.1 Key changes in accounting policies resulting from application of
HKFRS 16 (Continued)

As a lessor (Continued)

Refundable rental deposits

Refundable rental deposits received are accounted under HKFRS
9 and initially measured at fair value. Adjustments to fair value at
initial recognition are considered as additional lease payments from

lessees.

Lease modification

The Group accounts for a modification to an operating lease as a
new lease from the effective date of the modification, considering
any prepaid or accrued lease payments relating to the original lease

as part of the lease payments for the new lease.
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PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Impacts and changes in accounting policies of application on HKFRS
|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application

of HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16
to contracts that were previously identified as leases applying HKAS
I7 and HK(FRIC)-Int 4 Determining whether an Arrangement
contains a Lease and not apply this standard to contracts that were
not previously identified as containing a lease. Therefore, the Group
has not reassessed contracts which already existed prior to the

date of initial application.

For contracts entered into or modified on or after | January 2019,
the Group applies the definition of a lease in accordance with the
requirements set out in HKFRS 16 in assessing whether a contract

contains a lease.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR

|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application
of HKFRS 16 (Continued)

As a lessee

The Group has applied HKFRS 16 retrospectively with the
cumulative effect recognised at the date of initial application,
I January 2019. Any difference at the date of initial application
is recognised in the opening retained profits and comparative

information has not been restated.

When applying the modified retrospective approach under
HKFRS 16 at transition, the Group applied the following practical
expedients to leases previously classified as operating leases under
HKAS 17, on lease-by-lease basis, to the extent relevant to the

respective lease contracts:
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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
|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application
of HKFRS 16 (Continued)

As a lessee (Continued)
I relied on the assessment of whether leases are onerous
by applying HKAS 37 Provisions, Contingent Liabilities and

Contingent Assets as an alternative of impairment review;

i elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12 months of

the date of initial application;

il excluded initial direct costs from measuring the right-of-use

assets at the date of initial application; and

V. used hindsight based on facts and circumstances as at date
of initial application in determining the lease term for the

Group's leases with extension and termination options.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR

|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application
of HKFRS 16 (Continued)

As a lessee (Continued)
On transition, the Group has made the following adjustments upon

application of HKFRS [6:

As at | January 2019, the Group recognised additional lease
liabilities and the related right-of-use assets at the amount equal
to the related lease liabilities adjusted by any prepaid or accrued
lease payments by applying HKFRS 16.C8(b)(ii) transition. VWhen
recognising the lease liabilities for lease previously classified as
operating lease, the Group has applied incremental borrowing
rates of the relevant group entities at the date of initial application.
The weighted average incremental borrowing rate applied by the

relevant entities ranging from 5% to 10%.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

ERGE M B RRME

For the six months ended 30 June 2019

HZE2019%6 308 IE/518 A

TEREFEHE (&)

2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR
16 Leases (Continued) HECHERSTHRER
(&)
2.1.2 Transition and summary of effects arising from initial application 212 BEREXEHEEHT
of HKFRS 16 (Continued) HEEBZIHELZE
EHat (4)
As a lessee (Continued) 1ERAA (&)
At | January
2019
20194
I1RIB
HK$'000
TET
Operating lease commitments disclosed as at 20185 12 A3 1 B 5R 2 A8 & 1H B 4E
3| December 2018 295537
Lease liabilities discounted at relevant incremental  1Z fHBAIE S {8 A RAIB 2 HEBE
borrowing rates 262,644
Add: Purchase option reasonably certain to m:-aBgERTITECEE
be exercised (Note) B (MEE) 79,104
Less: Recognition exemption — short-term leases 3 : BRI — M HHE (14,725)
Lease liabilities relating to operating leases 201961 A I BERE BB HE
recognised upon application of HKFRS 16 AR | 65k R
asat | January 2019 BHgEHEC HERE 327,023
Analysed as bagiiw!
Current E 219,849
Non-current IR ED 107,174
327,023
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR

|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application
of HKFRS 16 (Continued)

As a lessee (Continued)

Note: According to the operating lease agreement entered into by
the Group in 2015, a purchase option exercisable within 3 years
from the date of lease agreement was granted to the Group
to acquire a factory in the US currently leased by the Group
at a pre-determined purchase consideration. As of the date of
initial application of HKFRS 16, the directors of the Company
considered that continuing negotiation with the lessor since
2018 and the recent property market in US, and concluded
that the purchase option is reasonably certain to be exercised
during the year ending 31 December 2019. As a result, the lease
liabilities have been adjusted and such adjustment represented
the difference between the present value of the relevant lease
commitment amounting to HK$112,901,000 and the expected
lease payments for such operating lease up to the date of
exercise of the purchase option with the pre-determined
purchase consideration.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1
|6 Leases (Continued)

2.

Impacts and changes in accounting policies of application on HKFRS

2.1.2 Transition and summary of effects arising from initial application

of HKFRS 16 (Continued)

As a lessee (Continued)

The carrying amount of right-of-use assets as at | January 2019

GLCENS

Bt 5 R AR B

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

TEREFEHE (&)

2.1

FEREBVBHREENE 65
HECHERETHRED

(%)

212 BEREXEFEEBHHE
REEAEI6EELEZE
&gt ()

TEAERHA (&)
2019 BB 2 F F

comprises the following: BEJERAEBRENATS
I8 :
Right-of-
use assets
EREEE
NOTES HK$'000
g3 THETT
Right-of-use assets relating to operating leases EREEMBREERNE 65
recognised upon application of HKFRS 16 BRZEBKERE Y
EREEE 327023
Reclassified from prepaid lease payments BEEMNHEERIBEFR SR (@ 64,117
Adjustments on rental deposits at | January 2019 72019 | B I B HER S 2 HE  (b) 2923
Less: Accrued lease liabilities relating to B R2019F I AIBABEME
rent free period at | January 2019 Mz EFTHERE (0) (17,359)
Provision for onerous leases R EE R (@] (2935)
373769
(@) Upfront payments for leasehold lands in the PRC were (@ BRAEHEELHZ
classified as prepaid lease payments as at 31 December B T IER2018%F
2018. Upon application of HKFRS 16, the current and non- A3 ERTE
current portion of prepaid lease payments amounting MHEERIE - NFEA
to HK$1,638,000 and HK$62,479,000 respectively were BB WS &L
reclassified to right-of-use assets. E 655 - FERHEE
RIBZ R K IETR
8)Eb3 9 71,638,000
7 7T 162,479,000/
TEFHDERER
REE-
BEEEERLQF 53
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR

|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application
of HKFRS 16 (Continued)

As a lessee (Continued)

(b)  Before the application of HKFRS 16, the Group considered
refundable rental deposits paid as rights and obligations
under leases to which HKAS 17 applied. Based on the
definition of lease payments under HKFRS 6, such
deposits are not payments relating to the right to use of
the underlying assets and were adjusted to reflect the
discounting effect at transition. Accordingly, HK$2,923,000
was adjusted to refundable rental deposits paid and right-of-

use assets.
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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
|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application
of HKFRS 16 (Continued)

As a lessee (Continued)

(c)  Rent free period
These relate to accrued lease liabilities for leases of
properties in which the lessors provided rent-free period.
The carrying amount of the lease incentive liabilities as at |

January 2019 was adjusted to right-of-use assets at transition.

Provision for onerous leases

These relate to provision for onerous leases for several retall
shops. The carrying amount of the provision as at | January

2019 was adjusted to right-of-use assets at transition.

GLCENS

Bt 5 R AR B

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

2. FESEEE (#)

2.1

FEREBIMBHRELEAE 65
HEZRERETHREED

(%)

212 BEREXEFEEHH
HREEBELI6HEELZE
Lt ()

TEREMA (&)

©

% 78 5

g e A AR R
MHEZMEHEEZ
[EEtHEaEER-
R2019%F 1 A1H 2
HEEEEERR
BEEAEERBE
RoEAEEE-

EEEHERE
hEETTEEM
ZEBERE 2 B
BB #2019 |
RIBzBEREE
REERAEERE
FREEE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPALACCOUNTING POLICIES (CONTINUED)

2.1

56

Impacts and changes in accounting policies of application on HKFRS
|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application

of HKFRS 16 (Continued)

As a lessor

In accordance with the transitional provisions in HKFRS 16, the
Group is not required to make any adjustment on transition for
leases in which the Group is a lessor but account for these leases in
accordance with HKFRS 16 from the date of initial application and

comparative information has not been restated.

Upon application of HKFRS 16, new lease contracts entered
into but commence after the date of initial application relating
to the same underlying assets under existing lease contracts are
accounted as if the existing leases are modified as at | January
2019.The application has had no impact on the Group's condensed
consolidated statement of financial position as at | January 2019.
However, effective on | January 2019, lease payments relating to
the revised lease term after modification are recognised as income

on straight-line basis over the extended lease term.
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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
|6 Leases (Continued)

2.1.2 Transition and summary of effects arising from initial application
of HKFRS 16 (Continued)

As a lessor (Continued)

Effective on | January 2019, the Group has applied HKFRS 15 to
allocate consideration in the contract to each lease and non-lease
components. The change in allocation basis has had no material
impact on the condensed consolidated financial statements of the

Group for the current period.

The initial application of HKFRS 16 as a lessor has no material
impact on the Group’s condensed consolidated statement of
financial position as at | January 2019 and 30 June 2019 and its
condensed consolidated statement of profit or loss and other
comprehensive income and statement of cash flows for the current

interim period.

ERGE M B RRME

For the six months ended 30 June 2019
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HZE2019%6 308 IE/518 A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR
16 Leases (Continued) HECHERSTHRER
(%)
2.1.2 Transition and summary of effects arising from initial application 212 BEREREFEEHT
of HKFRS 16 (Continued) HEEBZIHELZE
Y (&)
The following adjustments were made to the amounts recognised T3 R ER2019% 1 A1 H
in the condensed consolidated statement of financial position at 2 B E M BIR AR T
I January 2019. Line items that were not affected by the changes HRZREMIEL SR
have not been included. B RXEHTENIER
TEEAERA-
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16 at
31 December | January
2018 Adjustments 2019
REEE
FATR MBRE
20185 EAIE 65
12A31A 20195
EHe I1AIBZ
FREE RE fREE
Notes HK$'000 HK$'000 HK$'000
Pt &E THET TRET TR
Non-current Assets ERBEE
Right-of-use assets FRERE - 373769 373,769
Prepaid lease payments BRNHEERE (@) 62479 (62479) -
Rental deposits HERs (b) 23,365 2923) 20442
Current Assets RBEE
Prepaid lease payments BRNHEERE @) 1,638 (1638) -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2. FESHBEX (&)
2.1 Impacts and changes in accounting policies of application on HKFRS 2.1 EREBRMBREEREIR
16 Leases (Continued) HECHERSTHRER
(&)
2.1.2 Transition and summary of effects arising from initial application 212 BEREREFEEHT
of HKFRS 16 (Continued) HEEBZIHELZE
EHat (4)
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16 at
31 December | January
2018 Adjustments 2019
BEEE
FRTR B¥ERE
20185 ERZ 65
12A318 R2019%F
2Hz IBIBZ
fREE RBE fREE
Notes HK$'000 HK$'000 HK$'000
Pt TR TR THET
Current Liabilities RBAE
Trade and other payables BHREMENTE
— Accrued lease liabilities —EFHERE © 17359 (17,359) -
— Provision for onerous leases —-BEEEERRE © 2935 (2935) -
Lease liabilties HERR - 219,849 219,849
Non-current liabilities ERBEE
Lease liabilties HEAR - 107,174 107,174
Note: For the purpose of reporting cash flows for the six months Miat: w2 |MBE2019F6
ended 30 June 2019, movements have been computed based on A308 1L} 1EA®E
opening statement of financial position as at | January 2019 as EmEMmMS  #&J)
disclosed above. BREXPAEER
201941 A | B 987
BHRKAE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRS M B RRME
For the six months ended 30 June 2019
BUZE2019%F6 A308 (L7518 A

60

KEY SOURCES OF ESTIMATION UNCERTAINTY

In preparing the condensed consolidated financial statements for the six months
ended 30 June 2019, the key sources of estimation uncertainty made by the
directors of the Company were the same as those applied in the preparation of
the Group's annual financial statements for the year ended 3| December 2018,
except for the following key source of estimation uncertainty which is newly

applied during the current interim period:

Impairment and estimate useful lives of right-of-use assets

Right-of-use assets are carried at cost less accumulated depreciation and
accumulated impairment losses, if any. These carrying amounts are reviewed
for impairment whenever events or changes in circumstances indicate that the
carrying amounts may not be recoverable. The review comprises a comparison
of the carrying amount and recoverable amount of the right-of-use assets.
Where the actual future cash flows are less than expected, or unfavourable
changes in facts and circumstances which result in downward revision of the
estimated future cash flows for the purpose of determining the value in use,

impairment loss may arise.

In addition, the Group’s management determines the estimated useful lives and
related depreciation charges for its right-of-use assets as disclosed in note 2.
These estimations are based on the expected useful lives of right-of-use assets
with similar nature and functions. Management will increase the deprecation
charge where useful lives are expected to be shorter than estimated, or it will
write-off or write-down obsolete right-of-use assets that have been abandoned
or sold. Changes in these estimations may have a material impact on the results

of the Group.

As at 30 June 2019, the carrying amount of right-of-use assets is approximately
HK$390,428,000.
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REVENUE AND SEGMENT INFORMATION

The Group sells health and household products, including quality visco-elastic
pillows, mattress toppers and mattresses, to wholesalers and retailers and also
directly to customers both through its retail network comprising self-operated
stand-alone retail shops and concession counters in department stores and
through internet sales. The Group also sells polyurethane foam to furniture

manufacturers.

The executive directors of the Company, being the chief operating decision
maker ("CODM"), make decisions about resource allocation based on the
revenue from different geographical markets and reviews reports on the financial
performance of the Group as a whole. No other discrete financial information
is reviewed by the CODM for the assessment of performance of the Group.
Therefore, no other segment information is presented. The Group is currently

organised into the following three geographical markets as follows:

China market —  manufacture and sale of health and household
products and polyurethane foam for customers

located in the PRC, Hong Kong and Macau

North American —  manufacture and sale of health and household
market products for customers located in the US, Canada

and other North American countries

Europe and other ~ —  manufacture and sale of health and household
overseas markets products for customers located in overseas
countries except for those customers located in the

North American market

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

4.

62

REVENUE AND SEGMENT INFORMATION (CONTINUED)

Disaggregation of revenue from contracts with customers

Type of goods

WAR D HER (&)

BEFEHBREDF

BEam#A

For the six months ended 30 June

B ZE6H30HIEAEA
2019 2018
20194 2018%F
HK$’000 HK$'000
FHET FET
(unaudited) (unaudited)
(RBERX) (REEEZ)
Sales of health and household products HERRELARKEEM 915,627 1,151,208
Sales of polyurethane foam HE BRRBERR 564,256 887,707
Total st 1,479,883 2038915
Geographical markets B i 5
For the six months ended 30 June
B Z6¢A30AIL<EA
2019 2018
20196 20184
HK$’000 HK$'000
THEx FHET
(unaudited) (unaudited)
(REEX) (REEEZ)
China market BT %
—The PRC — 702,321 1,056,205
— Hong Kong, Macau and others — &8RP REHM 205,444 151,987
907,765 1,208,192
North American market tEWIH
—The US —3 499,967 740,509
— Others —Efh 48,091 60,175
548,058 800,684
Europe and other overseas markets BOM 2 H A8 5N 5 24,060 30,039
Total FEy 1,479,883 2038915
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5. INCOMETAX EXPENSE

ERGE M B RRME

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

5. FRBBRX

For the six months ended 30 June

BZ6H30HLLAEA
2019 2018
20194 20184
HK$’000 HK$'000
FHET FHET
(unaudited) (unaudited)

(REFXK) (CREEZ)

Current tax: B ERT A -
Hong Kong Profits Tax BEFEH - 651
The PRC Enterprise Income Tax (“EIT") REERTSH
([REmER]) 15,538 6,995
US Income Tax ER TS 130 281
15,668 7927
Under (over) provision in prior years: BEFERETE (BERE)
Hong Kong Profits Tax BEBNEH 303 -
The PRC EIT PR TR EEPTIS (5,537) (4281)
US Income Tax EBFEH - (727)
(5,234) (5,008)
Deferred taxation EET IR 7,724 (1423)
18,158 1,496
BEEEBRAR

2010k Hpe 03



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

6.

64

PROFIT FOR THE PERIOD

6.

A A

For the six months ended 30 June

BE6A30BLLAEA
2019 2018
20195 20185
HK$'000 HK$'000
FHET TET
(unaudited) (unaudited)
(REEZ) (REEZ)
Profit for the period has been B R Jh S Bk (BT A)
arrived at after charging (crediting): T EIEEBERE
Total staff costs, including share based payment BIKAERE  BEROZNAX
expenses (included in selling and distribution costs (FrABHE R D AU R
and administrative expenses) TERFAX) 218,332 219,625
Net (reversal of) allowance for inventories e (#R)BEFE
(included in cost of sales) (FrASHEKAR) (2,576) 5,258
Amortisation of prepaid lease payments T80 & SR 8 55 - 880
Amortisation of intangible assets B R 5,396 3,202
Depreciation of property, plant and equipment M- BERERETE 32,282 36,472
Depreciation of right-of-use assets EREEERE 31,807 -
Depreciation of investment properties REMERE 1,973 2,081
MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT AND RIGHT- 7. VE - BERRERERAEEES

OF-USE ASSETS

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

machinery of approximately HK$30,030,000 (unaudited) (six months ended 30

June 2018: HK$34,968,000 (unaudited)).

During the current interim period, the Group entered into new lease

agreements for the use of warehouses, office and retail shops for terms ranging

from | to 3 years. The Group is required to make fixed monthly payments

for these lease agreements. On lease commencement, the Group recognised

HK$48,984,000 of right-of-use asset and HK$47,455,000 lease liability.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

8. DIVIDEND 8 RE

For the six months ended 30 June

BZ6H30HLLAEA
2019 2018
20194 20184
HK$’000 HK$'000
FHET FHET
(unaudited) (unaudited)

(REFXK) (CREEZ)

Dividends for ordinary shareholders of the Company HRATERR B9k 2 482 8]

recognised as distribution during the period: LR R 2 R B
Final dividend declared — nil for 2018 BEEIRZ RHAKE
(six months ended 30 June 2018: HK1.0 cent —2018%F &
per share for 2017) (B =2018%F6H308
LE7RME A -
201745 81 078l - 17,500
No dividends were paid, declared or proposed during the interim period. The R BRI A EIR SR ER
directors of the Company have determined that no dividend will be paid in RE-ARAREFCEEHTIEHF
respect of the interim period. BREARR AT AR B o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

9.  EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable to the

owners of the Company is based on the following data:

BRER

ARRHEANRBEBREAREER
MIRR AT BT & -

For the six months ended 30 June

BE6A30BLEAEA
2019 2018
20195 20184
HK$'000 HK$'000
FHET THET
(unaudited) (unaudited)
(REEX) (REEZ)
Farnings for the purpose of basic and FTEGRERNREERFEF -
diluted earnings per share:
Profit for the period attributable to RRBHER AR BN T
owners of the Company 11,436 4,563

For the six months ended 30 June

BE6A30BLEAEA
2019 2018
20194 20184
Number of shares: RIZEE -
Weighted average number of ordinary shares for SAEERERRNE
the purpose of basic earnings per share IniE ) E B E R 1,750,002,000 |,750,002,000
Effect of dilutive potential ordinary shares 8 R EIT AR R Y
in respect of outstanding share options BEEETRRTE - 626
Weighted average number of ordinary shares for T E TGRS E R nE
the purpose of diluted earnings per share T EEREE 1,750,002,000 1,750,002,626

The computation of the diluted earnings per share for the six months ended 30

June 2019 does not assume the exercise of any (2018: certain) share options as

the exercise prices of these share options are higher than the average market

price of shares during the six months ended 30 June 2019 and 2018.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

10. TRADEAND OTHER RECEIVABLES 10. B5ZRHEMERKE
At At
30 June 31 December
2019 2018
20195 PA2018%F
6H30H 12A31H
HK$'000 HK$'000
FET TR
(unaudited) (audited)
(REEZ) (&)
Trade receivables, at amortised cost E% HK AT E 2 B 5 EIERIE 446,549 717,660
Less: allowance for credit losses L EEREEEE (22,568) (24913)
423,981 692,747
Deposits, prepayments and other receivables & TR FRIE K H At JE UK 135,912 150,612
559,893 843,359
The Group's retail sales are made both through its retail network comprising REBEBBETERESE (REBELT
stand-alone retail shops and concession counters in department stores and EERIRBERAANTEZMRE) &
through internet sales. The Group also sells health and household products EMBHEETZEHE AKETT
directly to overseas wholesalers and retailers and the polyurethane foam to MEMERRTERERELERE
furniture manufacturers in the PRC. Sales at self-operated retail shops and sales RFREE @ - IhA A B R AR E R
through retailers in the PRC and internet sales are transacted either by cash HERREAR - REETEEET
or credit cards. For sales made at concession counters, the department stores FHENBERTETENETHHEES
collect cash from the end customers and then repay the balance after deducting AUNREREARETRS BRFT
the concessionaire commission to the Group. The credit period granted to EEEETNHEENS ABEERQF
department stores ranges from 30 days to 120 days. For sales to wholesalers, A 4% B P UCERER @ - IRHIBR AT 48
retailers and furniture manufacturers, the Group generally allows a credit period EReR MAKEEERBE- KT
ranging from 7 days to 90 days. BEARMNEEHNF308EI1208 -

R EY TERREKEEERD
HEMS AEEBREFAEEHN
F7HZE90H -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

10. TRADEAND OTHER RECEIVABLES (CONTINUED) 10. BEZRHEMEWTE (&)
The following is the aging analysis of trade receivables, net of allowance for credit KNREEEBRRENE S RIKIE
losses, presented based on the dates of delivery of goods. BERE ST (BEBEERRNAEBZS)
LUNNE

At At

30 June 31 December

2019 2018

20194 FA2018%F

6H30H 12H31H

HK$’000 HK$'000

FHERT TAET

(unaudited) (audited)

(REEZ) (&\EZ)

Within 30 days 30H AR 213,668 448714

31 to 60 days 31Z260H 114,245 149,877

61 to 90 days 61290H 41,640 56,832

91 to 180 days 91E180H 49,432 34,030

I81 to 365 days 181 2365H 4,996 3,294

423,981 692,747
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BILLS RECEIVABLES

The amount represents bills receivables which are not yet due at the end of the
reporting period. The following is the aging analysis of bills receivables based on

their time to maturities as at end of reporting periods:

ERGE M B RRME

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

ZETEANRERRERARAE
WEE - AT RRBERRIZESH

A 251 B U R IR RO RR e DA -

At At

30 June 31 December

2019 2018

20194 FA2018%F

6H30H 12A31H

HK$'000 HK$'000

FHET TET

(unaudited) (audited)

(REEX) (EFEZ)

Within 30 days 30H AR 20,475 13,166
31 to 60 days 3I1E60H 8,444 18,877
61 to 90 days 61290H 15,971 17,878
91 to 180 days 912 180H 28917 41,578
181 to 365 days 1812365H 2,249 461
76,056 91,960

Included in the bills receivables above amounting to approximately
HK$65,855,000 (31 December 2018: HK$67,739,000) had been endorsed for
settling the trade payables for which the maturity dates of the bills receivables
have not yet fallen due as at the end of the reporting period. All bills receivables

of the Group are with a maturity period of less than one year

5T A b it 4965,855,0007% 7T (20184F 12
A318 67,739,000 7T ) 2 FE U Z &
EEILERNERESENRE &
FREKZE Y BH B R RS BARER
B NEE A ENER TR D
R—FREIH-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRS M B RRME
For the six months ended 30 June 2019
BUZE2019%F6 A308 (L7518 A

12.

70

TRADE RECEIVABLES AT FAIR VALUE THROUGH OTHER 2. FERHMEZEKRZEAFEIE
COMPREHENSIVE INCOME (“FVTOCI”) (BBHEM2EKRERAFET
i) 2 B 5 EUWRIR
As part of the Group's cash flow management, the Group has the practice of ERASEEReREEEN—H5 -
factoring some of the trade receivables to financial institutions before the trade REBRNEN RSN E S EKKIERH
receivables are due for repayment and derecognising factored trade receivables BEZARASHEERELDESE
on the basis that the Group has transferred substantially all risks and rewards WHIBREIEERERIEZE S ER
to the relevant counterparties. Accordingly, such trade receivables under the FIE W ERREEEGBRE D
factoring arrangement were considered as within the hold to collect contractual [Ebe R EHREBEHEBIZETF-
cash flows and to sell business model and recognised as trade receivables at g REBLHIET 2 BEE Z I
FVTOCL. AR BB A AREE MR TR
ENMMEENRBERA  UHERRE
BEMPEARRRAFEIERZES
JE UK IA
As at 30 June 2019, the effective interest rates of the trade receivables at 201956 A30R - F B A 2 E U
FVTOCI ranged from 3.37% to 4.37% per annum (31 December 2018: 3.38% RATFEINRZE 5 BNEIE 2 B
to 4.38% per annum). Details of the valuation techniques and key inputs adopted MENFTEFE337%E4.37% (20184 12
for their fair value measurements are disclosed in note 20. As at 30 June 2019 A318 : §F338%E438%) ciZE R
and 31 December 2018, the fair value changes on trade receivables at FVTOCI FEFFEMRMN 2 MERT R EZEH
are insignificant and accordingly, no fair value changes are recognised in equity as AN BUR FF 15 # R PP 5120 © 7A20194F
FVTOCI reserve. 6A30H K2018F 12A31H " FiBEAM
2HEHWREN AR B 5 RKK
BZRAFEESHTAER Bt #
BENFEESHNEaTHIAREEE
b m s ie A FESIRHEE -
IMPAIRMENT ASSESSMENT ON FINANCIAL ASSETS SUBJECT TO 13. ZHRBEEFEEIRRZEH
EXPECTED CREDIT LOSS MODEL BERE
For the six months ended 30 June
BZE6A30BLLAREA
2019 2018
20195 20185
HK$'000 HK$'000
FHERT TR
(unaudited) (unaudited)
(REER) (REEZ)
Impairment losses reversed (recognised) in BB W GIE 2 B
respect of trade receivables, net (HER) RIERE  F#58E 2,345 (4351)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERGE M B RRME

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

IMPAIRMENT ASSESSMENT ON FINANCIAL ASSETS SUBJECT TO 13. ZHHMEEFAEXRRzESM
EXPECTED CREDIT LOSS MODEL (CONTINUED) EERENE (&)
The basis of determining the inputs and assumptions and the estimation EEBE2019F6A30R L NEA 2
techniques used in the condensed consolidated financial statements for the six I RRAR & B TS ek 2 B A BUR MR
months ended 30 June 2019 are the same as those followed in the preparation Nftat mEz BREFREAEEEE
of the Group's annual financial statements for the year ended 31 December 2018 12 A3I B IEFE 2 FE M %
2018. RITERMEER 2
During the six months ended 30 June 2019, impairment allowance of B ZE2019%F6A308 1L~ E A - BRIE
HK$7,660,000 was made and charged to profit or loss for trade receivable BB B E 5 FE R IE 1 R A B
based on the provision matrix. A reversal of impairment allowance of 1%7,660,0007 7T + WM Bz IR o 74
HK$10,005,000 has been made resulting from subsequent settlement of credit- AP HEEEEHARBEEEER
impaired trade receivables during the current interim period. B8 5 FE WOk I8 M A 2 R (B 1 1 1
510,005,000/ 7T ©
TRADE AND OTHER PAYABLES 4. BZREMENRE
At At
30 June 31 December
2019 2018
20194 FA2018%F
6H30H 12H31H8
HK$’000 HK$'000
FERT FET
(unaudited) (audited)
(REER) (&)
Trade payables H 5 e IR 319,741 363,303
Other payables and accrued expenses H A 8t 30 TE B e 51 A 2 197,485 236,955
517,226 600,258

Included in the trade and other payables above amounting to HK$65,855,000
(31 December 2018: HK$67,739,000) had been settled by endorsed bills for
which the maturity dates of the bills receivables are not yet fallen due as at the

end of the reporting period (note | I).

FFALME SR EME N RIE
65,855,000/ 7T (20184 124318 -
67,739,000/ 7T) IAE B EZ K E
o BRI 2 B BB RS EIR
m AR EER (BEREn D) o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

14. TRADE AND OTHER PAYABLES (CONTINUED) 14 BZRHEMENRE (&)

B 5 RN FHIANEE BN F30=60
B MRSREHRREZAHZT
B ZEMNFRENRE DT

The credit period of trade payables is ranging from 30 to 60 days. The following
is the aging analysis of trade payables based on the invoice date at the end of

each reporting period.

At At

30 June 31 December

2019 2018

20194 FA2018%F

6H30H 12A31H

HK$'000 HK$'000

FHET THET

(unaudited) (audited)

(REEX) (EFEZ)

Within 30 days 30H AR 176,690 227429
31 to 60 days 31E60H 67,851 62,015
61 to 90 days 61290H 29,698 19,766
91 to 180 days 912 180H 36,695 45,399
Over 180 days Bi®180H 8,807 8,694
319,741 363,303
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

BILLS PAYABLES

Bills payables were guaranteed by the Company and certain of its subsidiaries
and the following is the aging analysis of bills payables at the end of the reporting

period presented based on bills issue date:

BNRE

ENRBEHARRRES THE AR
BR UTARBEHRIZERET
B AT 25 2 BN RIERRER DA -

At At
30 June 31 December
2019 2018
20194 FA2018%F
6H30H 12A31H
HK$'000 HK$'000
FHET TET
(unaudited) (audited)
(REEX) (EFEZ)
Within 30 days 30H AR 10,102 15,319
31 to 60 days 3I1E60H 909 1,333
61 to 90 days 61290H 449 15,735
91 to 180 days 912 180H 22,421 53,794
Over 180 days Bi®180H 3,450 -
37,331 86,181
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

16.  UNSECURED BANK BORROWINGS

During the current reporting period, the Group obtained new bank borrowings

amounting to approximately HK$319,855,000 (six months ended 30 June 2018:

HK$536,010,000).

The unsecured bank borrowings are repayable by instalments over a period
ranging from one year to three 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

16.

B|IEFRTER

RARRE B AEBBSHIERT
f& 2N 58 #9319,855,00078 7T (& 22018
F6H308 1L/~ 1@ A 536,010,000
JC) °

BEMRITEREARN T —FE=F
ZHIRAD BER - FISFEE AR
RATEE }%Lftéi% ZISEEETRW
RITEFOERMNE (FREFERFTLH

follows: FE)HEMT
At At
30 June 31 December
2019 2018
20195 720184
6H30H 12H318
(unaudited) (audited)
(REFEZ) (&)

Effective interest rates (per annum): ERNE(8F) :

Variable-rate borrowings

Fixed-rate borrowings

3.80% — 5.60%

2.46% — 6.85%
5.75% — 6.00%
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

17.

ERGE M B RRME

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

SHARE CAPITAL 7. BRZ&
Number of
shares Amount
Ordinary shares of HK$0.1 each SREEIBINEER KRG EE ok |
HK$'000
TET
Authorised: JATE
At | January 2019 and 20191 A1 &
30 June 2019 (unaudited) 20195F6 4308 (AR&#EZ)  10,000,000,000 1,000,000
HK$'000
FAT
Issued and fully paid: EBITRMRE:
At | January 2019 and MR2019F 1 A1 K
30 June 2019 (unaudited) 20196 A30H (AREEZ) 750,002,000 175,000

SHARE OPTION SCHEMES

18. HERERHE

(i)  The Pre-IPO Share Option Scheme

On |3 December 2013, a share option scheme was adopted by the
shareholders of the Company (the “Pre-IPO Share Option Scheme”).
The Pre-IPO Share Option Scheme is a share incentive scheme and is
established to recognise and acknowledge the contributions that the
eligible participants under the scheme have or may have made to the

Company.

Details of the Pre-IPO Share Option Scheme were disclosed in the

consolidated financial statements for the year ended 31 December 2018.

All the options were fully vested on or before 31 December 2018.

@

BRARBERBRETS

20135 128138 AR RIIE
st al (R AR
EABRESTE]) -HRAAM
BERBRESE A —ERG
REETE BEA T RRAIZE
EIETHEERSEEHARD
BAIEfEH AT REE AR B B

BRAMEERBRETEN
B BENEE20I8F12A3]
HIEFEMNEGRE M BEmET o Fr
BRERED R20I18FI12A318
Y BIREEE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS M B RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

8. SHARE OPTION SCHEMES (CONTINUED)

18. BBAREESHE (&)

(i)  The Pre-IPO Share Option Scheme (Continued) () BXAMRBEANBRETS
(%)
The following table discloses details of the movement of share options TEREERBERXAFEEM
granted to the Group's directors, senior management and employees BlRETEMAREES SR
under the Pre-IPO Share Option Scheme: EREREERHOBERED
HE)RIT:
Outstanding at Outstanding at ~ Outstanding at Outstanding at
| January 30 June | January 30 June
Options Exercise period 2018 Lapsed 2018 2019 Lapsed 2019
0185 #0185 #2019 B019%
AR 6A308 IR1B 6A308
BRE L RATTE BRM RATE WALTE B4¥ WATE
(audited) (Note) (unaudited) (audited) (Note) (unaudited)
(E&%) (&)  (REER) (E21%) (M) (REER)
Tranche | 10 July 2014 - 10 July 2019 6,691,100 (49,000) 6,642,100 6,485,100 (8,000 6,477,100
Eoif 01457 A10RZ201957R 108
Tranche 2 10 July 2015 - 10 July 2019 6,693,100 (49,000) 6,644,100 6,487,100 (8,000) 6,479,100
E-H 0I5%7A10AE01957A 108
Tranche 3 10 July 2016 - 10 July 2019 6,693,100 (49,000) 6,644,100 6,487,100 (8,000) 6,479,100
E=it 2016577108 Z2019F7A108
Tranche 4 10 July 2017 - 10 July 2019 6,693,100 (49,000) 6,644,100 6,487,100 (8,000) 6,479,100
s 2017E78108 22019574108
Tranche 5 10 July 2018 - 10 July 2019 6,693,100 (49,000) 6,644,100 6,487,100 (8,000) 6,479,100
ESitin 20185773108 22019578108
33463500 (245,000) 33218500 32,433,500 (40,000) 32,393,500

Note: 3 (six months ended 30 June 2018: 12) 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 total expense of approximately HK$4 10,000 (six
months ended 30 June 2019: Nil) during the six months ended 30 June
2018 in relation to the Pre-IPO Share Options granted by the Company.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

8. SHARE OPTION SCHEMES (CONTINUED)

(ii)

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 2018.

ERGE M B RRME

For the six months ended 30 June 2019

HZE2019%6 308 IE/518 A

18. BBAREESHE (&)

(ii)

R2014FE3 A48 - AR RIIREA
G RN EERR T ([BR A
MRERBRESSE) -

BRARBERBRESS

BRAHEERERETEE
FErRAEMASEBEFNZEH AR
AEFETHENEME RN
MELHEMIBFES IHEE
B2EERM—(ABIRAAT
RS - ERY SR HE
IR AR SRR s A S
B & F =B —E - femRal
MBEBBES T AAEENFT
mENBHIIE-BRAFREE
BERETENFBERER
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019

HZE2019%6 308 IE/518 A

8. SHARE OPTION SCHEMES (CONTINUED)

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

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:

18. BBAREESHE (&)

(ii)

BRARBERBRESS

(%)

TERBEBEREE

RAREER

B ENAEEES B4
B2 IR B I R

DR

Outstanding at Outstanding at - Outstanding at Outstanding at

| January 30 June | January 30 June

Options Exercise period 2018 Lapsed 2018 2019 Lapsed 2019

120185 R0I8F  R0I19F R2019%

AR 6A30R I1AIA 6A30H

BRE T AT BEAM  HAGE  MKRTE BAR  HATE

(audited) (Note)  (unaudited) (audited) (Note)  (unaudited)

(EE%) (M) (Rg&ER) (BER) (f1sx)  (REER)

Tranche | 27 January 2018 — 26 January 2022 15,400,000 (2540,000) 12,860,000 13,350,000 (800,000) 12,550,000
1 2018F 1 A278 22020251 A26R

Tranche 2 27 January 2019 — 26 January 2022 15,400,000 (2540,000) 12,860,000 13,350,000 (800,000) 12,550,000
o 201951 A27H £20026 1 A26H

30,800,000 (5080,000) 25720000 26,700,000 (1,600,000) 25,100,000

Note: 3 (six months ended 30 June 2018: 5) 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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

18. SHARE OPTION SCHEMES (CONTINUED) 18. BRAESTE (&)
(i)  The Post-IPO Share Option Scheme (Continued) iy BXAHRBRERBRESS
(%)
The Group recognised a total expense of approximately HK$ ! 11,000 for HE20195F6H308 LA -
the six months ended 30 June 2019 (six months ended 30 June 2018: REERKRRFAELEOHER
HK$995,000) in relation to the Post-IPO Share Options granted by the NHABEERBRERRENX
Company. #9111,0007 7T (&L E20185F6 A

308 1E7S1E A 19950008 7T) ©

19. COMMITMENT 19 &g
At At
30 June 31 December
2019 2018
20194 FA2018%F
6H30H 12H318
HK$'000 HK$'000
FET THET
(unaudited) (audited)
(REEX) (EFEZ)
Capital expenditure in respect of acquisition of FUEEE FT 2B R A
property, plant and equipment contracted for FaMBmEBEENDE-
but not provided in the condensed B REENERAS
consolidated financial statements 8,476 [1,485
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

SRS M B RRME
For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

20. FAIRVALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

Fair value of the Group’s financial assets that are not 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 based on 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).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RS MR RM AT

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

20. FAIRVALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 20, EMTAZAFENE (8
(CONTINUED)
Fair value of the Group’s financial assets that are not measured at fair AEEYHEREHEEUQAFE
value on a recurring basis (Continued) AEZERMEEZATVE (&)
Fair value Valuation technique
Financial assets Fair value as at hierarchy and key inputs Sensitivity
EERMTR
TRHEE RUTEHZATE DNVEER IEBABE HRE
30 June 31 December
2019 2018
20195 20185
6A308 12A318
(unaudited) (audited)

(REEK) (EE%)

Trade receivables at 70,437,000 87,769,000 Level 3 Discounted cash flows A slight increase in risk-adjusted discount rates
FVTOC used would resutt in a slight decrease in fair
Estimated settlement value, and vice versa.

period from these trade

receivables and risk- A slight increase in estimated settlement period
adjusted discount rates used would result in a slight decrease in fair
of 337% to 437% (31 value, and vice versa.
December 2018: 3.38%
t0 4.38%) quoted by the
banks
EREMEERS 70,437,000 87769000 E=/E HRATRE FriE AR R AR R R E N E 585
BRAFEIR RFEEMRD  RZTARe
B HRYHA ROIMBLREEHE

WHE GEHEME  ERMGHEMBRSH EABER
FMRERAZEBEE ATEEWRLD  R2M%e
337%%437% (2018

F12R31H :338%%

438%)
There were no transfers in different levels of the fair value hierarchy during the REZE2019%F6 8308 IE7NER - AF
six months ended 30 June 2019. BEERITETREREOEE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR M RRM T

For the six months ended 30 June 2019
B ZE2019F6A308 1L/~ 18 A

20. FAIRVALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 200 ERMIBZAFENE (&)
(CONTINUED)

F=EBAVEEHRK

Reconciliation of Level 3 fair value measurements

82

Trade
receivables
at FVTOCI

ZEBHMEE

W iR A FE

JIRRzE S

FE WK IE

HK$'000

T

As at | January 2018 (audited) 201851 A1 8 (F&F%) 86,658
Loss on initial recognition of trade receivables at FVTOCI BBREMEERREATFETERZ

(included in other expenses) B ZRWRIB 2 ) EREE

(FrAEAMRX) (1,152)

Sales HE 576,653

Settlements T (593,569)

Effective interest income (included in other income) BB EWA (FFAEAUA) 1,088

Exchange realignment b H 52 2,386

As at 30 June 2018 (unaudited) 20186308 (REETEZ) 72,064

As at | January 2019 (audited) #2019F 1 A 1B (K&HFZ) 87,769
Loss on initial recognition of trade receivables at FVTOCI FREMPEWRENTEIERZ

(included in other expenses) BHRNFIAZ L ERER

(FrAEAMRAE) (666)

Sales iHE 413,191

Settlements =N (430,356)

Effective interest income (included in other income) BEBEMBMA (FTAEMYA) 482

Exchange realignment HE 5,5 B 17

As at 30 June 2019 (unaudited) 720196 308 (REETEZ) 70437
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

20.

21.

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 20.

(CONTINUED)

Fair value of the Group’s financial assets and financial liabilities that are
not measured at fair value on a recurring basis (but fair value disclosures

required)

The directors of the Company consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in the condensed
consolidated financial statements approximate their fair values based on

discounted cash flow analysis.

RELATED PARTY DISCLOSURES 21.

During the six months ended 30 June 2019 and 2018, the Group had entered

into the following related party transaction:

ERGE M B RRME

For the six months ended 30 June 2019
B ZE2019%6A308 1L/~ 8 A

ERMTAZAFERE (H)

AREMAFREEUEEUQTLE
TR (RAREATVE) 2EREE
kemamEzAFE

ARAEZRR REMBERSRE
DT RS AR S M ISR N IR 5
ANz EREENEBBEZR
E{EEANFEREE -

RELRE

AE E2019%2018F6H30H IE 7~ &
A AEBFTYTHBERIRS:

For the six months ended 30 June

BZ6A30HLLAKEA
Relationship with the Group Nature of transactions 2019 2018
R EEEE XHMHHE 2019 201845
HK$'000 HK$'000
FHERT TR
(unaudited) (unaudited)
(REFZ) (RIEEIZ)
Fellow subsidiary of the Company Rental expenses - 8,852
ZNSIENEES ) -=PNS HeMX
Repayment of lease liabilities 3,545 -
EREHERE
Interest paid for lease liabilities 823 -

ENHEERENE

BRAESEEARLT 83
2019 R HR SR &



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRS M B RRME

For the six months ended 30 June 2019

BUZE2019%F6 A308 (L7518 A

21. RELATED PARTY DISCLOSURES (CONTINUED) 21, BAERIRE (&)
At At
30 June 31 December
Relationship with the Group Nature of balances 2019 2018
20195 20184
BEAKERERE EeRtE 6H30H 12A31H
HK$°000 HK$'000
FER FET
(unaudited) (unaudited)

(REFXK) CREEZ)

Fellow subsidiary of the Company Lease liabilities 19,718 -

ZN/NSIESIEE by PN HEBE

In addition, certain trademarks owned by fellow subsidiaries of the Company IHE A+ 7 S B8 74 W 1B HR FE A o0 B 5 AR

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

Compensation of key management personnel FTEEBABNWHE

The remuneration of directors and other members of key management during EENEMTEERERENRSEH

the reporting period was as follows: R E BN T

For the six months ended 30 June

HZ6A30HIEXEA
2019 2018
20196 20184
HK$'000 HK$'000
FET FAET
(unaudited) (unaudited)

(REERK) (CREEZ)

Salaries and allowances e koEah 5,746 5816
Retirement benefit schemes contributions RREFIFH SR 72 73
Share based payment expense IR 2 A < 34 615

5,852 6,504
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