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nancial Highlights
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FINANCIAL HIGHLIGHTS FOR
SIX MONTHS ENDED 30 JUNE 2019

04

Revenue decreased by approximately 33.5% to approximately
RMB499.6 million for the six months ended 30 June 2019 (2018:
approximately RMB751.6 million)

Gross profit decreased by approximately 69.0% to approximately
RMB71.1 million for the six months ended 30 June 2019 (2018:
approximately RMB229.3 million)

The Group recorded a loss of approximately RMB79.1 million for
the six months ended 30 June 2019 (2018: profit of approximately
RMB73.4 million)

Basic loss per share was approximately RMB7.91 cents for the
six months ended 30 June 2019 (2018: earnings per share
approximately RMB7.34 cents)

The Board has proposed not to declare interim dividend for the
six months ended 30 June 2019 (2018: HK1.8 cents)
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INTERIM REPORT 2019

B £20199F6H30H LL6{E A =
BEREE

# £2019F6A308 1-61E A U &5 B/ L 4
33.5% 4 AN R#499.6F £ 7T (20184 : 49
AR#BISI6AETT)

# £2019F68308 1-618 A £ F| & L 4
69.0%ZE X ARE7TI1EE T (20185F : HA
R#2293H B T)

H E2019F6A30H IL618 A AR EE 8RS 518
HARETINAE T (20185  m M A R

e —

7348 B T)

#H =2019F6H30H 1618 A & ik & A &8
BUOARETIND 018F : FREFMOAR
#7.345)

EEeg @2 TE 22019F6H30H 1H61#
AT R EIR% B (20184 : 1.8/ 1)



Dear shareholders,

On behalf of the Board, | am pleased to present the interim report
of Morris Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) for the six months ended 30 June 2019 (the “Reporting
Period”) to the shareholders of the Company (the “Shareholders”).

Impacted by the Sino-US trade war, the results of the Group for
the first half of 2019 significantly decreased as compared to the
same period of last year. The revenue of the Group decreased by
approximately 33.5% from approximately RMB751.6 million for the six
months ended 30 June 2018 to approximately RMB499.6 million for
the six months ended 30 June 2019.

As our revenue was mainly derived from the U.S. market, the Sino-
US trade friction had material impacts on the Group, leading to a
significant decrease in our results in North America as compared to
the same period of last year. Due to the share of partial tariffs, the
profit margin of our exported products was also affected. Amidst the
difficult business environment, the management of the Group sought
to overcome the challenges by strengthening relationship with existing
clients, and accelerating the development of non-U.S. markets in
response to the effects from the Sino-US trade war. Furthermore, the
Group continued to integrate with Jennifer Convertibles Inc. (“Jennifer
Convertibles”), a company acquired by us in August 2018, in order
to grow the retail channels of furniture in the U.S. and to lay a good
foundation for our further development in the North America.

As of August 2019, the Group had a total of 2 self-operated retail
stores and 8 franchise stores across different provinces in Mainland
China. In March 2019, the Group took its brand “Morrisofa” to the
34th Shenzhen International Furniture Fair, showcasing its comfortable,
charming and high quality products in front of customers. The Group
has been expanding its scale of business in Hong Kong since its first
flagship retail store opened up in September 2017. As of August 2019,
the Group opened 3 self-operated retail stores in Wan Chai, Sha Tin
and Tsuen Wan, respectively. It also opened a store-within-a-store in
Ma On Shan, and 3 points of consignment sales in Kowloon Bay and
Yuen Long. In some of its branch stores, the Group also introduced
auxiliary decoration services to establish one-stop services including
decoration and furniture setting, instilling its stylish home design
concept into Hong Kong market.
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The Group will take measures to broaden sources of income and
cut expenditure to cope with the continuing Sino-US trade war. In
terms of broadening sources of income, the Group will actively seek
for methods in reducing reliance on the U.S. market, and leverage
on its mature and effective production capacity to focus on the
expansion in the furniture market in Europe. In terms of cost control,
the management will continue to optimize human resources, enhance
production management and improve production and operating
efficiency, in order to minimize the impacts of the trade war on the
Group.

In the future, the Group will uphold its strategies in developing self-
owned brands, exploring retail channels, and carefully creating a
young and fashionable sofa and furniture brand in the mid-market.
In the U.S., the Group will take initiatives in using the retail network
of Jennifer Convertibles Inc. for expanding the retail market in the
U.S.. Meanwhile, it will integrate the two brands, namely “Morris”
and Jennifer Convertibles, for creating synergies. In China, in order
to explore the domestic sofa and furniture market, the Group will
continue to take part in large furniture fairs in China for promoting
the brand “Morris”, and will launch a new series of sofa and furniture
products integrating modern and traditional styles in the fourth quarter
of 2019. In Hong Kong, with its solid development foundation, the
Group will continue to penetrate the Hong Kong market for gaining
a foothold for “Morris” in Hong Kong.

On behalf of the Board, | would like to thank all the shareholders,
business partners, employees and consumers for their support and
trust in the Group in the past. We will live up to expectations and be
committed to creating better returns for shareholders and more values
for all stakeholders.
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Six months ended 30 June

H Z6H30H 1L61@ A
2019 2018
201945 20184
RMB’000 RMB’'000
ARB TR ARETT
(Unaudited) (Unaudited)
(REBE®) (REgE %)
Notes (Restated)
Bt % (& E3)
REVENUE U A 5 499,599 751,598
Cost of sales & X 7~ (428,503) (522,249)
Gross profit F | 71,096 229,349
Other net income and gains £t Y& A & Y 25 /% 58 5 21,032 33,272
Selling and distribution expenses 4% & % #5 F > (94,781) (86,172)
Administrative expenses 1T I f &% (64,680) (68,830)
Other expenses and losses £ 53 37 K & 18 (78) (365)
Finance costs &l & B 72X (12,798) (11,986)
(LOSS)/PROFIT BEFORE TAX & i Bl (B 1E), % 7 6 (80,209) 95,268
Income tax credit/(expense) FTE & %, (FI ) 7 1,142 (21,823)
(LOSS)/PROFIT FOR THE PERIOD Hith (E5i8) &R (79,067) 73,445
OTHER COMPREHENSIVE LOSS H b 2 & 8
ltem may be reclassified to profit or loss AIREEFT N A E B IEE
Exchange differences on translation of financial statements
MERHBRERAER =5 (2,290) (2,766)
TOTAL COMPREHENSIVE (LOSS)/INCOME FOR THE PERIOD
HRZ2E(ER) WEEHE (81,357) 70,679
(Loss)/profit attributable to owners of the Company
ADTEEAEL(BER) SRR (79,067) 73,445
Total comprehensive (loss)/income attributable to owners
of the Company
AATREBEAEEZE(EE) WELHE (81,357) 70,679

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY

EQUITY HOLDERS OF THE COMPANY
AAFEEREEZHEAERLER(ER),BA 8
Basic (Unaudited) £ 7% (K &8 38 #%)

RMB(7.91) cents
ARM(7.91) 5

RMB7.34 cents
ARE7345

Diluted (Unaudited) %58 (F 48 2 #%)

RMB(7.91) cents
AR (7.91) %

RMB6.72 cents
AR#6.725

RABRBEFERAF
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30 June 31 December
2019 2018
2019% 20184
6H30H 12A31H
RMB’000 RMB'000
AR T ARET T
Notes (Unaudited) (Audited)
M 5 (REEZ) (BE %)
NON-CURRENT ASSETS ¥/ 8 & & .
Property, plant and equipment ¥ % « & I 5% 1 10 76,705 59,096
Prepaid land lease payments & 1< + b 7 & 5118 = 8,074
Right-of-use assets 1 f## & & i 226,551 —
Contingent consideration receivables F& 1 5k 23 X (B 230,022 226,318
Deferred tax assets I it % 18 & &= 6,220 6,866
Total non-current assets 3E 7t &) & & 42 &8 539,498 300,354
CURRENT ASSETS B & E
Inventories 7 & 146,612 217,291
Trade and bills receivables & 5 & Yt X I8 K B W = 1% 11 526,749 634,521
Prepayments, deposits and other receivables
A FRIE - R e Kk H M E I FRIE 12 64,725 62,082
Pledged deposits E & 1 17 5% 13 96,799 93,976
Cash and cash equivalents IR & RIB & EEW 13 38,017 123,928
Total current assets 7t &) & /& 4 58 872,902 1,131,798
CURRENT LIABILITIES & & &
Trade and bills payables & 5 F& {5 5018 & B = & 14 443,583 416,766
Contract liabilities & 4 & & R 15 18,027 17,967
Other payables and accruals b & 1+ 7K 18 K fE 51 & 15 63,783 126,331
Amount due to a shareholder J& it — % I& 3 3 18 9,955 9,978
Amount due to a related company F& it — il 8 38 A & 50 1E 79,662 81,959
Interest-bearing bank borrowings &t 8 i 77 f& 3 16 76,029 142,197
Warranty provision {R{E & _ 3,459 4,943
Derivative financial instruments $74 £ g T & 17 123 2,521
Convertible loan ] #2 i& & 5% 17 145,557 181,372
Lease liabilities 71 & & & ) 41,287 —
Income tax payables J& 1 FT 15 %t 68,585 68,923
Total current liabilities 7 8h & (& 4258 950,050 1,052,957
NET CURRENT (LIABILITIES)/ASSETS # 8 (& &) &BEFE (77,148) 78,841
TOTAL ASSETS LESS CURRENT LIABILITIES EEZAERAEEE 462,350 379,195
NON-CURRENT LIABILITIES ¥ # 8 & &
Deferred tax liabilities iE iE % 18 & & 2,853 5,845
Lease liabilities 78 & & {& 163,643 -
Accruals FEET & H - 6,029
Deferred revenue & ZE g A 15,560 —
Total non-current liabilities 37 &) & (& 42 58 182,056 11,874
Net assets EE F & 280,294 367,321
EQUITY # 3% \
Equity attributable to owners of the Company A & # B A J& {h 4 25
Share capital J&7x 18 6,914 6,914
Reserves fi# & 273,380 360,407
Total equity #E =4 %8 280,294 367,321

MORRIS HOLDINGS LIMITED
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Exchange

Share fluctuation Reserve  Retained
Share  premium Other reserve Funds profits/
capital (Note i) reserve (Note ii)  (Note iii) (loss) Total
i
R4 % E KBEE HEES REEA/
R A& (W&t  HtiRkE (MEatii) (Kb aZiii) (E18) ag
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT ARETT ARETT
At 1 January 2018 (Audited) 20181 718 (2 E %) 6,914 211,900 198,462 1,697 12,000 (91,307) 339,666
Profit for the period & /% 7 = = = = = 73,445 73,445
Other comprehensive loss for the period:
HREmZEER:
Exchange differences on translation of financial statements
BEHBRRNELZR - - - (2,766) = = (2,766)
Total comprehensive (loss)/income for the period
BA2E(BR)/ KahE - - - (2,766) = 73,445 70,679
Dividend paid (Note 9) E {7 % & (I 5£9) - (31,118) = = = = (31,118)
At 30 June 2018 (Unaudited) #2018%6 4308
(RBER) 6,914 180,782 198,462 (1,069) 12,000 (17.862) 379,227
At 1 January 2019 (Audited) 120191318 (B 4%) 6,914 164,413 171,385 17,511 49,290 (42,192) 367,321
AmuﬂnmntoninnwlapmkaﬂonofHKFRS16 = = = = = (5,669) (5,669)
BRERB AR BIMEEZ6T 00 E
Restated balance at 1 January 2019 (Unaudited)
R2019F1 AIB M S 5 &R (REER) 6,914 164,413 171,385 17,511 49,290 (47,861) 361,652
Loss for the period HI /& 12 = = - - - (79,067) (79,067)
Other comprehensive loss for the period:
HNEtZEER:
Exchange differences on translation of financial statements
BENBRENER Z5 - - - (2,291) - - (2,291)
Total comprehensive loss for the period
BAZEBEERAR - - - (2,291) - (79,067)  (81,358)
At 30 June 2019 (Unaudited) 120196 830H
(REEZ) 6,914 164,413 171,385 15,220 49,290  (126,928) 280,294
Notes: B 5
(i) Share premium (i) B3 & N
Under the Company Law (Revised) Chapter 22 of the Cayman Islands, share RERASESAFE (KR F228 @ ARMAR

premium of the Company is available for paying distributions and dividends
to shareholders subject to the provisions of its Memorandum and Articles
of Association and provided that immediately following the distributions
or dividend payments, the Company is able to pay its debts as they fall

due in the ordinary course of business.

(i) Exchange fluctuation reserve

(ii)

The exchange fluctuation reserve comprises all relevant exchange differences
arising from the translation of the financial statements of the Company and
subsidiaries with functional currencies other than Renminbi (“RMB”).

Reserve funds

(i

=

(iii)

The transfers from retained profits to the reserve funds were made in
accordance with the relevant PRC rules and regulations and the articles of

association of the Company’s subsidiaries established in the PRC.
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Six months ended 30 June

B Z6H30R 61 A
2019 2018
20194 20184
RMB’000 RMB'000
AR TR ARETFTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Note (Restated)
Bt & (&E75)

NET CASH GENERATED FROM/(USED IN) OPERATING ACTIVITIES
BEEHHRE/ (FRBESEE 90,578 (210,385)

CASH FLOW FROM INVESTING ACTIVITIES:
RERBMBALRE:

Payment for purchases of items of property, plant and equipment

BENZE BELREEAOMK (36,422) (8,108)
Repayment to a related company & & —H B E A\ A8 (2,296) =
Interest received & Y F| & 587 1,566
(Increase)/decrease in pledged deposits & 4 # 17 5 (32 41) /5 2 (2,829) 106,576
NET CASH (USED IN)/GENERATED FROM INVESTING ACTIVITIES
RETB(FA)/ FERLTE (40,954) 100,034
CASH FLOW FROM FINANCING ACTIVITIES: BB ZEBIFIERERE :
New bank borrowings 7 8% 17 & 5% 104,333 152,950
Repayment of bank borrowings {8 i 58 17 & (170,392) (94,751)
Repayment of interest of convertible loan f& & 7 # ik & 7 & (37,381) (394)
Payment of lease liabilities St {17 & & & (25,963) -
Expenses paid in connection with the issue of convertible loan
RETTRREFEMNNRX - (4,558)
Proceeds from issue of convertible loan %77 A1 # fk & /5 018 - 170,306
Interest paid 2177 8 (5,266) (4,246)
Dividend paid 2R i & & 9 = (31,118)
NET CASH (USED IN)/GENERATED FROM FINANCING ACTIVITIES
MEED(FA)/ FEREFE (134,669) 188,189
Net (decrease)/increase in cash and cash equivalents
ReRAGZENORD) /EINFHE (85,045) 77,838
Cash and cash equivalents at the beginning of period H1#135 ¢ R3R ¢ S B 123,928 27,351
Effect of foreign exchange rate changes 4 & [E & & ) #) 5/ & (866) 324

Analysis of balances of cash and cash equivalents B2 RE & L EBYE A DAT
Cash and bank balances B & & 17 & & 13 38,017 105,513
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The Company is an exempted company with limited liability
incorporated in the Cayman Islands on 18 December 2013. The
registered office address of the Company is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Islands. The principal place of business of the Company is located
at Unit 2001, 20/F, Citicorp Centre, 18 Whitfield Road, Causeway
Bay, Hong Kong.

The Company had its primary Listing (“Listing”) on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 12 January 2017 (“Listing Date").

The Company acts as the holding company of the Group and its
subsidiaries are principally engaged in the manufacturing and sale
of sofas, sofa covers and other furniture products.

These unaudited condensed consolidated interim financial
statements (the “unaudited interim results”) is 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") and the disclosure
requirements of Appendix 16 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) and the Hong
Kong Companies Ordinance. These unaudited interim results do
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the Group’s annual financial statements for the year ended
31 December 2018.

The accounting policies and the basis of preparation adopted in
the preparation of this unaudited interim results are consistent
with those adopted in the Group’s annual financial statements for
the year ended 31 December 2018, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which also include HKASs and Interpretations) issued
by the HKICPA and accounting principles generally accepted in
Hong Kong and the disclosures requirements of the Hong Kong
Companies Ordinance, except for the adoption of the revised
HKFRSs as disclosed in note 3 below.

RARA—XKK2013F12A188 £ M = B
SEFMAYHERRERAR  AQAH
+E 5 =5 R 4 41k & Cricket  Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands ° AN ] #E B2 2 i 27 70
BB IEIR B 185 BB Bl 204
2001% o
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This unaudited condensed consolidated interim financial statements
is presented in Renminbi (“RMB”) and all values are rounded
to the nearest thousand (“RMB’000") except when otherwise
indicated. This unaudited condensed consolidated interim financial
statements has not been audited or reviewed by the Company’s
external auditors, but has been reviewed by the Company’s Audit
Committee.

The accounting policies adopted in the preparation of the
unaudited interim results are consistent with those followed in
the preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2018, except for the
adoption of new standards effective as of 1 January 2019.

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax

Treatments

Amendments to HKFRS 3, HKFRS 11,
HKAS 12 and HKAS 23

Annual Improvements
2015-2017 Cycle

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation

Plan Amendment, Curtailment or
Settlement

Long-term Interests in Associates and

Joint Ventures

Amendments to HKAS 19
Amendments to HKAS 28
Other than as explained below regarding the impact of HKFRS

16 Leases, the new and revised standards are not relevant to the
preparation of the Group’s unaudited interim results.

MORRIS HOLDINGS LIMITED
12 INTERIM REPORT 2019
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The Group has elected the practical expedient to apply HKFRS 16
to contracts that were previously identified as leases applying HKAS
17 and HK(IFRIC)-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 on or after 1 January 2019, the Group
applies the definition of a lease in accordance which requirements
set out in HKFRS 16 in assessing whether a contract contains a
lease.

The Group has applied HKFRS 16 retrospectively with the
cumulative effect recognised at the date of initial application,
1 January 2019. Any difference at the date of initial application
is recognised in the opening retained earnings and comparative
information has not been restated.

Lease liabilities at 1 January 2019 were recognised based on the
present value of the remaining lease payments, discounted using
the incremental borrowing rate at 1 January 2019 and included
in lease liabilities and other payables. The right-of-use assets were
measured at the amount of the lease liability, adjusted by the
amount of any prepaid or accrued lease payments relating to the
lease recognised in the statement of financial position immediately
before 1 January 2019. All these assets were assessed for any
impairment based on HKAS 36 Impairment of Assets on that date.
The Group elected to present the right-of-use assets separately in
the consolidated statement of financial position.
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The Group has used the following elective practical expedients
when applying HKFRS 16 at 1 January 2019:

Applied the short-term lease exemptions to leases with a
lease term that ends within 12 months from the date of initial
application;

Used hindsight in determining the lease term where the
contract contains options to extend/terminate the lease;

Excluded initial direct costs from measuring the right-of-use
assets at the date of initial application;

Applied a single discount rate to a portfolio of leases with a
similar remaining terms for similar class of underlying assets in
similar economic environment.

The impacts arising from the adoption of HKFRS 16 as at 1
January 2019 are as follows:

AREER019F1A1BEREASV KRS
B E16BEERAATERIEZEENE EE
BEhA:

HRAMEMFEMAZBE1R2MEARK
IhHEEREREEH#R S

AN/

HAKBESER RIEHENEEE
AIRNEREETHERR

—

REBERERB Y 26 BEE ER MK
B R

s AU IR B AR LR B AR B E A
BURNSREMNEEAAERE—RR

R2019F1A1BEM B BT &K R EER
FleFELENTZENT

Increase/
(decrease)
#in G 2)
RMB’'000
AR® T T
(Unaudited)
(R EZ)
Assets & E
Increase in right-of-use assets {§ F3# & 2 12 1N 209,183
Decrease in current portion of prepaid land lease payments & 1~ £ i #2 & 1< 2k B HA &8 5 5 2> (180)
Decrease in non-current portion of prepaid land lease payments
T8 15 4 0 70 & 503 B B &6 5 08 4 (8,074)
Increase in total assets & E 48 1B 1% i 200,929
Liabilities & f&
Increase in lease liabilities 2 & & & 3% AN 212,627
Decrease in accruals f&zt & A 4 (6,029)
Increase in total liabilities & f& 42 %8 3% /N 206,598
Equity #& &=
Decrease in retained earnings & &8 2 F & 4> (5,669)

MORRIS HOLDINGS LIMITED
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The lease liabilities as at 1 January 2019 reconciled to the
operating leases commitments as at 31 December 2018 is as
follows:

R2019F 1 ATBE M & & & 82 1020184
AN EHERERNERWOT

RMB’000
ARBTT
(Unaudited)
(RE&ER)
Operating lease commitments as at 31 December 2018 F20184 12 A31H HY & & T & 7 & 249,266
Weighted average incremental borrowing rate as at 1 January 2019
7201961 A1 H &) J0 #E 715 1 8 5 FF) =X 5.18%
Discounted operating lease commitments as at 1 January 2019
2019 1 AR M B R R &L 7 & A e 214,422
Less: commitments relating to short-term leases J& : %2 Hi 78 & 48 B8 7 & (1,795)
Lease liabilities as at 1 January 2019 #2019 1 A1HM B EEE 212,627

The accounting policy for leases as disclosed in the annual
financial statements for the year ended 31 December 2018
is replaced with the following new accounting policies upon
adoption of HKFRS 16 from 1 January 2019:

Right-of-use assets are recognised at the commencement date
of the lease. Right-of-use assets are measured at cost, less
any accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on a
straight-line basis over the shorter of the estimated useful life
and the lease term.
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Lease liabilities are recognised at the commencement date of
the lease at the present value of lease payments to be made
over the lease term. 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, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price
of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease,
if the lease term reflects the Group exercising the option to
terminate. The variable lease payments that do not depend on
an index or a rate are recognised as an expense in the period in
which the event or condition that triggers the payment occurs.

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. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured if there
is a modification, a change in future lease payments arising
from change in an index or rate, a change in the lease term,
a change in the in-substance fixed lease payments or a change
in assessment to purchase the underlying asset.

MORRIS HOLDINGS LIMITED
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Notes to the Unaudited Condensed Consolidated
Financial Statements

3. CHANGES IN ACCOUNTING POLICIES 3.

AEBLERAZS

Eﬂ“iﬁi’%ﬁﬁ%

FOR THE SIX MONTHS ENDED 30 JUNE 2019 ;220194 6/30H 1618

AND DISCLOSURES (Continued)

HKFRS 16 Lease (Continued)

Impacts on transition (Continued)

BEEMBRELERSE

5 45 (//?’g)

EBRRRKELSE (A)

1655 A & (48)

() Amounts recognised in the statement of financial position and 0 REBEMRIARNMIETPERN TR
profit or loss
Right-of-use Lease
assets liabilities
FREEE HEEE
RMB’000 RMB'000
ARET T ARETIT
(Unaudited) (Unaudited)
(REEZ) (REEZX)
As at 1 January 2019 P2019F181H 209,183 212,627
Additions &N & 40,309 12,949
Depreciation charge #T & % tH (22,748) —
Interest expense 7.8 5 s — 5,317
Payments {5 3k — (25,963)
Exchange realignment [& X, 3 2 (193) —
As at 30 June 2019 720196 530H 226,551 204,930
Right-of-use assets analysis by class 28 5 & 5 2 FBEEE D
Building #&F 226,551

4. SEGMENT INFORMATION

Information reported to the Board, being the chief operating
decision maker, for the purposes of resource allocation and
assessment of segment performance focuses on types of goods or
services delivered or provided. This is also the basis upon which

the Group is organised and managed.

Specifically, the Group’s reportable segments under HKFRS 8

Operating Segments are as follows:
a. Retail segment

b. Manufacturing segment
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The following is an analysis of the Group's revenue and results by TREJAEERAERELEE D HEH
reportable and operating segments: WA REEDH:
Retail Manufacturing Elimination of
segment segment inter-segment sales Total
2ELH EEDD 7 E o &t
Six months  Six months ~ Six months  Six months ~ Six months ~ Six months ~ Six months  Six months
ended ended ended ended ended ended ended ended
30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June
2019 2018 2019 2018 2019 2018 2019 2018
2019% 2018%F 20195 2018% 20195 20184 20195 2018%F

6A30H 6H308 64308 6H308 6A30H 6H308 6A30H 6H308
Lt6f8 A 1E6fEA 1618 A 1E6(E A 1t6f@ A It6fEA k618 A 1E6fEA
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARETR ARETr AR¥TR ARETT ARETn AR%Tr AR®Tr ARETR
(Unaudited)  (Unaudited) (Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited)

(REEKR) GREBER) (REER) (REER) (REER) (REER) (REER) (REER)
(Restated) (Restated) (Restated) (Restated)
(EE5)) (B E5) (B =5) (Z55))
Segment revenues 7 25 A
— External sales
—MEBERE 105,575 98,210 394,024 653,388 - = 499,599 751,598
— Internal sales
— RBEE - - 21,977 2,659 (21,977) (2,659) - -
105,575 98,210 416,001 656,047 (21,977) (2,659) 499,599 751,598
Segment (loss)/profit % # (&518) /& 7 (34,013) (17,349) (39,642) 119,378 39 (13) (73,616) 102,016
Interest income | 25 A 587 1,566
Fair value change on derivative component of
convertible loan
TRREFNEBINAAEED 2,356 8,389
Fair value change on contingent consideration
receivables
ERFIARENAAEES 4,168 —
Unallocated corporate expenses # 7 B2 &b ¥ % (8,752) (16,309)
Unallocated finance costs # 7 B &b & B A& (4,952) (394)
(Loss)/profit before taxation B % a1 (E512) /% F (80,209) 95,268
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Segment (loss)/profit represents the (loss from)/profit earned by
each segment without allocation of interests income, fair value
change on derivative component of convertible loan, fair value
change on contingent consideration receivables, unallocated
corporate expenses, and unallocated finance costs. This is the
measure reported to the Board for the purposes of resource
allocation and performance assessment.

Inter-segment sales are charged at prevailing market rates.

Retail
segment
ZEL

30 June 31 December
2019 2018
20194 20184

6A30H 127318
RMB’000 RMB'000
ARBTR AREBTT

FEUER), EMNESD B (EENEBR),/
R EX A i A Iﬂﬁ}ﬁﬁ S~ AT R R
EROTEMONRREZS  BUHKAR
BHNAAEEE ROEELERIRAD
R E R A - It Thsh B IR 20 B R R IRV E
MEFE2MNTX -

2 EPREHEERBITHEHRR ©

Manufacturing

segment Consolidated
EEDH RE
30 June 31 December 30 June 31 December
2019 2018 2019 2018
20194 20184 2019 20184

6730H 124318 6A30R 124318
RMB’000 RMB'000  RMB’000 RMB'000
ARBTR ARBTE AR®TR ARBTT

(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)

(REER) (R&EZ)

(REER) (BEZ) (REER) (R&EZ)

Segment assets 2 2f & & 258,382 91,490
Unallocated corporate assets

APEEREE

887,241 1,098,492 1,145,623 1,189,982

266,777 242,170

Consolidated assets 45 & & &

1,412,400 1,432,152

Segment liabilities 2 25 & & 272,276 60,527
Unallocated corporate liabilities

ANEEXAR

608,246 714,994 880,522 775,521

251,584 289,310

Consolidated liabilities 45 & & &

1,132,106 1,064,831

For the purpose of monitoring segment performances and
allocating resources between segments:

e all assets are allocated to operating segments other than
unallocated corporate assets (mainly comprising contingent
consideration receivables and other unallocated corporate
assets); and

e all liabilities are allocated to operating segments other than
unallocated corporate liabilities (mainly comprising amount due
to a related company, amount due to a shareholder, derivative
financial instruments, convertible loan and other unallocated
corporate liabilities).

REEDMRALDEDHEERM S :

s FMAEENEKEEZRKENE  HRDED
%ﬁ?(i%@%f%&%ﬁ%&ﬁ@
ADBREEEE)RI
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E AR E R E Al R D %
BR S
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Retail

Manufacturing

segment segment Unallocated Total
ZELD EERH Ll At
30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June
2019 2018 2019 2018 2019 2018 2019 2018
2019 2018%F 20195 20185 2019% 2018F 2019 2018%F
6H30H 6H308 6A30R 6H308 6A30R 6H308 6A30R 6A308
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARBTR ARETR AR%Tn ARETn AR%Tn ARETR AR%¥Tn AR%Txn
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBER) (REER) (REBER) (RBER)
(Restated) (Restated) (Restated) (Restated)
(EE5)) (BE5) (BEF) (mE5))
Addition of property, plant and equipment
RENE BERXE 743 2,408 23,879 5,700 - = 24,622 8,108
Addition of right-of-use assets 7R & {f F#E & & - — 40,309 — - — 40,309 —
Depreciation of property, plant and equipment
nE BERRERE 1,713 1,002 2,891 1926 - = 4,604 2,928
Depreciation of right-of-use assets
RREEENE 2,628 = 20,120 = - = 22,748 =
Impairment loss on trade and bills receivables
BIORMFERERELRAEER = = 1,184 3,336 = = 1,184 3,336
Finance costs f & PX 75 = = 2,529 4,245 10,269 774 12,798 11,986
30 June 30 June
2019 2018
20195 20184
6H30H 6H30H
RMB’000 RMB’'000
AR®B TR ARBTFT
(Unaudited) (Unaudited)
(RBE®) (REEER)
(Restated)
(&%)
The People’s Republic of China (including Hong Kong)
REARANE(BESH) 71,395 261,678
us. = 428,204 489,920
499,599 751,598

MORRIS HOLDINGS LIMITED
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30 June 31 December
2019 2018
20194 20184
6H30H 12H31H
RMB’000 RMB’000
AR® TR AR T T
(Unaudited) (Audited)
(REER) (EEZ)

The People’s Republic of China (including Hong Kong)
FEARAMBE(BEES) 82,143 21,073
Cambodia 3 3 28 42,710 42,345
us. & 178,403 3,752
303,256 67,170

The non-current asset information above is based on the
locations of the assets and excludes deferred tax assets and
contingent consideration receivables.

Revenue from major customers which did not consist any
related parties of the corresponding year contributing over 10%
of the total revenue of the Group is as follows:

NEFRBDEEEMIREBEEENULE
2% TEREEHBEEEREBRIA
RE-

HEFEEAREBBAK A10%A LT
EEF (XM EFEEMREET) KA
ZIEAT

Six months ended 30 June

H Z=6H30H 1L61E B
2019 2018
20195 20184
RMB’000 RMB’000
AR TR ARETIT
Customer 1 BF1 N/A* F & B~ 234,821
Customer 2 BF2 66,345 N/A* A~ i FA

Customer 3 BF3

66,261

N/A* A~ i FA

*  Revenue from the customer is less than 10% of the total revenue &
of the Group.

BEPEAWALRAEBEKANI0% -
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Revenue represents the net invoiced value of goods sold, after
allowances for returns, trade discounts and value-added tax.

BERHBERFEE -

An analysis of revenue, other net income and gains is as follows:

YA $8 P 35 & & an FOBR R

Ik EE

AEEHRA A RKSEFEDMN

wm
Six months ended 30 June
B Z6H30H 61 A
2019 2018
20194 20184
RMB’000 RMB'000
AR%®T R ARETT
(Unaudited) (Unaudited)
(REEZ) (R EZ)
(Restated)
(&=75))
Revenue W A
Recognised at point of time: 7 ¥ — i 2i#E 2
Manufacture and sales of sofas, sofa cover and other furniture products
HEERHEEDE DEERAEMEEER 499,599 751,598
Other net income and gains E fth Ug A & Uk 25 7% 48
Interest income F B Ug A 587 1,566
Exchange gain, net [E 3 25 - /F 58 99 8,891
Sales of scrap materials % & & £} - 9,154
Fair value gain on derivative component of convertible loan
MR ERITEEX B R RER R 2,356 8,389
Government subsidies EZ fiF # B 3,882 -
Repair service income #& & R % Ug A 4,617 4,375
Rental income & W A 2,821 -
Sales of raw materials £ & & #1 #} 570 -
Fair value change on contingent consideration receivables
EWHAREBEN AN EE 4,168 =
Others E 1,932 897
21,032 33,272
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The Group's (loss)/profit before tax is arrived at after charging/ REBRBRBAT(EE), SRF &M/

(crediting): (GTA) 3% IA

Six months ended 30 June

B Z6A30H L6 A

2019 2018

20194 20184

RMB’000 RMB’'000

AR T AR¥ET T

(Unaudited) (Unaudited)

(REER) (REEZ)

(Restated)

(B&E3)

Cost of inventories sold B & & & X 74~ 407,111 521,309

Depreciation of property, plant and equipment #1 % « M E L& E T E 4,604 2,928

Depreciation of right-of-use assets f FtE & E T & 22,748 —

Recognition of prepaid land lease payments #& 52 78 < £ 1 70 & - 7 = 21

Salaries, wages and benefits in kind ¥ & - TE R E WA = 88,254 89,213

Pension scheme contributions & K 5T 2 £t X 4,173 8,353

Provision against obsolete and slow-moving inventories [ & & & R 17 & # & 1,176 940

Write-down of inventories to net realisable value i &l 75 & %= 7] & 18 J% (& 1,491 —
Impairment of trade and bills receivables, net

BHRBAKBERERZEERE  F8 1,184 3,336

Reversal of product warranty 2 & % & # [l (1,484) (1,421)

Interest for convertible loan A] 3 f% & F Kl & 4,880 7,347

Interest for lease liabilities 1 & & & F| & 5,317 —
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Pursuant to the rules and regulations of the Cayman Islands and
the British Virgin Islands (the “BVI”), the Group is not subject to
any income tax in the Cayman Islands and the BVI.

On 21 March 2018, the Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”)
which introduces the two-tiered profits tax rates regime. The Bill
was signed into law on 28 March 2018 and was gazetted on the
following day. Under the two-tiered profits tax rates regime, the
first HK$2 million of profits of the qualifying group entity will be
taxed at 8.25%, and profits above HK$2 million will be taxed at
16.5%. The profits of group entities not qualifying for the two-
tiered profits tax rates regime will continue to be taxed at a flat
rate of 16.5% (2018: 16.5%).

PRC subsidiaries are subject to the PRC Enterprise Income Tax at
25% during the period (2018: 25%). Pursuant to the relevant laws
and regulations in the PRC, Zhejiang Morris Fashion Home Co.,
Ltd. ("Fashion Home") and Zhejiang Apollo Leather Products
Co., Ltd. (“Apollo”), which qualified as High and New Technology
Enterprises (“HNTE"”) on 30 November 2018, were entitled to a
reduced enterprise income tax rate of 15%. During the period
ended 30 June 2019, Fashion Home and Apollo applied the
qualification of HNTE and are entitled to the reduced tax rate of
15% until the period ended 30 November 2021.

The U.S. corporate income tax rate is 21% for the period ended
30 June 2019 in accordance to the Tax Cuts and Jobs Act.

The U.S. corporate income tax includes (a) federal income tax
calculated at a fixed rate of 21% on the estimated federal taxable
income and (b) state income tax calculated at various state
income tax rates for both periods on the estimated state taxable
income for the respective states. The income subject to tax in a
specific state (i.e. state taxable income) is calculated based on the
federal taxable income with state tax adjustments, which is then
allocated or apportioned to the respective states (i.e. percentage
of taxable income that should be apportioned or specially allocated
to the respective states in which the Group operates) based on
the apportionment factors provided from the state tax returns in
previous year.
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Taxes on profit assessable in elsewhere have been calculated at
the rate of tax prevailing in the jurisdictions in which the Group
operates.

H b [ 2 ERRBL G A 2 BRI IRBEA K
BREXGAERAEER RITH X

E_O

Six months ended 30 June

B Z6H30H LL61A A
2019 2018
20194 20184
RMB’000 RMB’'000
AR TR ARBT T
(Unaudited) (Unaudited)
(REERZ) (REEZ)
(Restated)
(B&E3)
Current — PRC Bl Hf — - 15,981
Current — Hong Kong B H — &% 1,139 2,262
Current — U.S. BIER — X & 65 50
Deferred tax i & #% 18 (2,346) 3,530
Tax (credit)/charge for the period Hi A% 1B (K %),/ = & (1,142) 21,823

The calculation of basic loss per share amount for the period ended
30 June 2019 was based on the loss for the period attributable to
ordinary equity holders of the Company of RMB79,067,000 (2018:
profit of RMB73,445,000), and the weighted average number of
ordinary shares of 1,000,000,000 (2018: 1,000,000,000) in issue
during the period.

No adjustment has been made to the basic loss per share amounts
presented for the period ended 30 June 2019 as the Group had
anti-dilutive ordinary shares in issue during period ended 30 June
2019 (2018: Diluted earnings per share amounts for the six months
ended 30 June 2018 are calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Convertible
Loan is assumed to have been converted into ordinary shares, and
the profit for the six months ended 30 June 2018 is adjusted to
exclude the interest expense on the Convertible Loan and fair value
gain on the derivative component of the Convertible Loan less tax
effect, if any).

H Z=2019F6HA308 I I B E K&
BB NBERAAAILBERSEARL
BN B 48 A R #79,067,0007T (20184F : i
A R¥73,4450000) R IR B BT E B
A% &Y AN 4 7 5 £11,000,000,000 % (20184F :
1,000,000,000% ) 51 & -

MR EERNE Z201966A308 IS A
AREEREMNEREITEMIX(20184F « &,
Z2018%F6A30H 1618 A & & A # 8 & F
R ONERIXMBAEEENLRIRE
HEMBERLT SBABRERTENTR
REMBEFLIHFTE - TRBRERTIBRR
BeEHnasEmA - MAlE2018F6A30H 1
6B AREFEEH AR - Uik Bk E
HOFERIENBRH BT EROTRR
BERTEBINAABRZE(W0F)) I
ERLE E2019F6H30H - B 25 89 &A%
EXREESBEELAE -
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The calculation of basic and diluted (loss)/earnings per share is
based on the following:

BREAREFE(ER) BN TBREBAT
BEHE:

Six months ended 30 June

B Z6H30H L6{E A
2019 2018
2019% 20184
RMB’000 RMB’000
AR®B TR AR T T
(Unaudited) (Unaudited)
(RBER) (R %)
(Restated)
(&)
(Loss)/earnings for the purpose calculating basic (loss)/earnings per share ((loss)/
profit for the period attributable to the owners of the Company)
RAESRER(ER) BN (EE), /B (ARAHEBEAEBGER
(BB, mF) (79,067) 73,445
Interest on the convertible loan A # f% & 3 7 & — 7,347
Fair value gain on derivative component of convertible loan
AMBRERITELI A REKS = (8,389)
(Loss)/profit attributable to the owners of the Company,
used in the diluted (loss)/earnings per share calculation
ARFTESRES(BER) BANARAEEAEWL(EER)&F (79,067) 72,403

Six months ended 30 June

H Z6H30H LL61E A
2019 2018
20194 20184
(Unaudited) (Unaudited)
(REER) (REEEZ)

Weighted average number of ordinary shares in issue, used in the basic earnings

per share calculation BE# /T E BB ME TS AU ESRETRZF
Effect of dilutive — weighted average number of ordinary shares:
BErE-LTBRRMETHE:

convertible loan

BELS

1,000,000,000

1,000,000,000

76,153,501

Weighted average number of ordinary shares for the purpose of calculating
diluted earnings per share AT E &R & E R 1)L @R MEFHE

1,000,000,000

1,076,153,501
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During the Reporting Period, the Company recognised the RREMB - XAGERIETIRE :
following dividends as distribution:

Six months ended 30 June

H Z=6H30H LL61E A
2019 2018
20195 20184
RMB’000 RMB’000
ARE T ARBT T
(Unaudited) (Unaudited)

(REERK) (RE=E &)

Final dividend paid of nil cents per ordinary share
for the year ended 31 December 2018 (2017: HK3.8 cents)
HZ2018FN2A3ALEFEENRBEE

FREBRZEA (20174 - 3.878 1) = 31,118
The Board has proposed not to declare interim dividend for the E=22C2 2T E =201966H30H 1E6
six months ended 30 June 2019 (six months ended 30 June 2018: & A5k B I B (B 2201846 A30H 1E6
HK1.8 cents per ordinary share). A FEmR1.8EN) -

During the Reporting Period, the Group acquired items of plant MR ERE - AEERERERERIER -
and machinery with a cost of approximately RMB24.6 million (six BAKANRE24.68 & 7T (B E20185F6H30
months ended 30 June 2018: approximately RMB6.9 million). Hit6fE A : AARKECIR S T) °

HAZERAERAR 27
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30 June 31 December

2019 2018

20194 20184

6H30H 124318

RMB’000 RMB’000

ARE TR ARETT

(Unaudited) (Audited)

(REEE®R) (B&E=Z)

Trade receivables from third parties R B % = 5 M & 5 fE W 3B 530,186 633,409
Less: Impairment of trade receivables & : & 5 & U 7k 18 )&k (& (3,437) (2,253)
Trade receivables, net & 5 E UL 3R 18 - JF &8 526,749 631,156
Bills receivable arising from intra-group sales I Z # — KB EB RS - 3,365
526,749 634,521

The Group's trading terms with its customers are mainly on credit.
The credit period is generally one to two months, extending up
to three to six months for major customers. The Group seeks to
maintain strict control over its outstanding receivables and overdue
balances are reviewed regularly by senior management. The Group
does not hold any collateral over its trade and bills receivable
balances. Trade and bills receivables are non-interest-bearing.

An ageing analysis of trade and bills receivables as at the end of the
Reporting Period, based on the invoice date and net of provision,
is as follows:

AEEREEPHNEZIRAUEERT -
EEH-—RAE—EZEMER TEXEFPHNE
EPEREREZ=2EAA AKE—H
ARSI ERKREEERE  SREEA
EEfimtafiEgsn AEEYERER
FRWRBEREREREHTEETMAMER
me BHRKKBAREBEREERTFHE -

RBpEHBME  REZAHMAOKEEZ
58 8 5 R WA K IR R B BR R A
m

30 June 31 December

2019 2018

20194 20184

6A30H 12H31H

RMB’000 RMB'000

AR%T R ARETT

(Unaudited) (Audited)

(REEE®R) (BEZ)

Within 3 months 31& A A 247,731 596,928
4 to 6 months 4= 61& A 205,546 36,983
7 to 12 months 7ZE121& A 73,472 610
526,749 634,521

MORRIS HOLDINGS LIMITED
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30 June 31 December

2019 2018

2019%F 20184

6H30H 12A31H8

RMB’000 RMB'000

AR¥ TR AREFIT

(Unaudited) (Audited)

(RBER) (& E %)

Advance to suppliers 81+ it & 75 5% 78 3,273 2,081

Other prepayments H b 38 & X 1B 7,663 7,550

Deposits and other receivables % & K £ b & Yg 7k 8 53,789 52,271

Current portion of prepaid land lease payments B £ 3l &€ B R EH 5 = 180

64,725 62,082

30 June 31 December

2019 2018

2019% 20184

6AH30H 12A31H

RMB’000 RMB’000

ARET R ARBTIT

(Unaudited) (Audited)

(REERZ) (&%)

Cash and bank balances IR & N IR 1745 & 134,816 217,904
Less: Pledged deposits for bills payable

RN ERNEERER (96,799) (93,976)

Cash and cash equivalents & RIE S EEY 38,017 123,928

As at the end of the Reporting Period, the cash and bank
balances denominated in RMB amounted to RMB5,091,000
(2018: RMB15,513,000). RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised
to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

RBEHR UARBEFENERE S KR
& B A R¥5,091,0007T (20184 : A R
15,513,00070) - AR TAIEH KR AHAM
B R IR E R B A M AN EEE HI A R
LitEE EERNEEER T AEEE
EEREREREBIINEXEFTNRITHEAR
MU AHMER -

387717 BB 48 5 B4R 1T 17 ORI R 507 B 7
ite o BOIRBERTHEENREE
SERFHET -

RABRBEFERAF
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30 June 31 December

2019 2018

20195 20184

6H30H 12H31H

RMB’000 RMB'000

ARB T ARBTT

(Unaudited) (Audited)

(REBE®) (BEZ)

Trade payables to third parties JEfT 25 = H B & 5 3 E 181,125 209,275

Bills payable F& {22 %

— arising from intra-group purchases

— REBEEBAFLRBENENRE 42,803 19,173
— arising from third party purchases

— REF=FTBENENRE 219,655 188,318

443,583 416,766

An ageing analysis of the trade and bills payables as at the end
of the Reporting Period, based on the invoice date, is as follows:

R{BERRER - HBEREHR2INEZ RN
RERENERENOREDTOT :

30 June 31 December

2019 2018

20194 20184

6H30H 12A31H

RMB’000 RMB’000

AR TR ARET T

(Unaudited) (Audited)

(REERZ) (E&E=Z)

Within 1 month 118 B & 204,980 143,706
2 to 3 months 2E3{& A 76,320 80,087
4 to 6 months 4Z61d A 120,816 148,617
Over 6 months 2 i@6{&E A 41,467 44,356
443,583 416,766

The trade and bills payables are non-interest-bearing. Trade
payables are normally settled on terms of 30 to 180 days while
bills payable are settled on a term of 90 to 180 days.

MORRIS HOLDINGS LIMITED
30 INTERIM REPORT 2019
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30 June 31 December

2019 2018

20194 20184F

6H30H 12A318

RMB’000 RMB’000

ARE TR ARET T

(Unaudited) (Audited)

(REBEERZ) (& =Z)

Other payables H fth & 1< 5018 30,454 70,232
Accruals JE 5T & A 33,329 56,099
Contract liabilities &4 & & 18,027 17,967
81,810 144,298

Other payables and accruals are non-interest-bearing and are
normally repayable on demand.

30 June 2019

HMENREREFERARRENABTA

31 December 2018

20196 H30H 2018412 A31H
Effective Effective
interest interest
rate Maturity RMB’000 rate Maturity RMB'000
B FI=E HE AR%TrR BB = N ARETRT
(Unaudited) (Unaudited) (Unaudited) (Audited) (Audited) (Audited)
(REER) (REER) (REER) (&8 %) (&8 %) (&8 %)
Current - secured
BHl— B4
Bank loans #R 1T & 3k 4.3%-6.5% On demand 41,029 27%-65%  On demand 107,197
RER mEX
Bank loans R 1TE & 5.1%-5.3% 2020 35,000 4.3%-5.8% 2019 35,000
20204 20194
Factoring loans with recourse = = = = = =
M REMNREER
76,029 142,197

HAZERAERAR 1
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30 June 31 December

2019 2018
2019 20184F
6A30H 12H31H
RMB’000 RMB'000
AR%®T ARETT
(Unaudited) (Audited)
(REEE®) (BEZ)

Analysed as follow: 247420 :

Bank borrowings repayable within one year or on demand

R—FARARREREENRTER 76,029 142,197

Notes: Bt 51

Certain of the Group’s secured bank loans are secured by: AREENETEERRTERUATISEHER

#

(i) pledges of certain parcels of land and buildings which were provided () LARAFENR2019F6H30H K%2018412 A31
by Morris PRC as at 30 June 2019 and 31 December 2018; HIZMHE T L RIEFIEEE

(i) personal guarantees provided by the Controlling Shareholders as at 30 (i) ¥ERRARRA20195 6 H30H &2018512 A31H
June 2019 and 31 December 2018; RHRMEAEZR:

(iii) corporate guarantees provided by Morris PRC as at 30 June 2019 and (i) RABPHR20199F6730H &20185F12 A31H
31 December 2018; RERDEER:

(iv) corporate guarantees provided by Morris Real Estate, a company (iv) ¥ IR AR SR &1 89 2 71 R B #h &= 1201966 A
controlled by the Controlling Shareholders as at 30 June 2019 and 31 30H X2018F 12 A31H IR MM P EER
December 2018;

(v) corporate guarantees provided by independent third parties as at 30 (v) B FE=HM20199F6A30H K% 2018412 A31
June 2019 and 31 December 2018; and AREMLEER K

(vi) pledges of certain properties which were provided by Morris Real (vi) DATZE AR A% B4 I & A B R A b & 70201946
Estate, a company controlled by the Controlling Shareholders as at 30 A308 K2018F12 A31HIRENE T Wk

June 2019 and 31 December 2018. R o
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As at As at

30 June 31 December

2019 2018

H2019%F 20184

6H30H 12A31H

RMB’000 RMB’000

ARE TR AREF T

(Unaudited) (Audited)

(REBEERZ) (& =Z)

Liability component of the Convertible loan AJ# j% & 3 & & 2 5 145,557 181,372
Derivative component of the Convertible loan A] # j% & 3k £7 4 # o 123 2,521

On 5 January 2018, the Company entered into a convertible loan
(the “Convertible Loan”) agreement (the “Convertible Loan
Agreement”) with International Finance Corporation (“IFC"),
pursuant to which IFC agreed to lend, and the Company agreed
to borrow, the Convertible Loan in an aggregate principal amount
of HK$200,000,000. IFC has the right to convert all or any part
of the outstanding principal amount of the Convertible Loan into
shares of the Company at an initial conversion price of HK$2.22
per conversion share (subject to adjustments as set out in the
Convertible Loan Agreement). The outstanding principal of the
Convertible Loan bears interest at a rate of 1.25% per annum
above 6 months HIBOR. Interest period of the Convertible Loan
shall be a period of six months in each case beginning on an
interest payment date and ending on the day immediately before
the next following interest payment date.

Unless previously converted, the Company shall repay 50% of the
non-converted portion of the Convertible Loan outstanding as at
fourth anniversary of the date of the Convertible Loan (the “First
Repayment Instalment Date”).

Subject to any repayment to be made on the First Repayment
Instalment Date as set out above, the outstanding amount of the
non-converted portion of the Convertible Loan shall be repaid
on the fifth anniversary of the date of the Convertible Loan
(the “Maturity Date”) together with a redemption premium
(the “Redemption Premium”) which is an amount equal to
3.25% per annum of such portion of the principal amount of the
Convertible Loan to be repaid or prepaid in respect of the period
beginning on the date of the disbursement and ending on the
day immediately before the date of repayment or prepayment.
Any amount of the Convertible Loan which is redeemed by the
Company will forthwith be cancelled.

20181 ASH » A Q A BB R & B A 7]
(MFCDFTZ B ER(TRRER]D H
Z(TERBRERBED B IFCREEH
MARGRIREE/BATRBRER  AeB%E L
200,000,000 7C ° IFCEER VIS EHRES
A% 82 8 1% 192,227 JT (R 1 AT # RR B 50 19
FRTEHTAE) BARRE KA R IR
O MAEEASEE R ARRRG o 7]
BRE A E R EERSBIRTFE1.25%
R mReEATBRITRAERBGRE -
REBRT  TRBERERNFBEHE AR
BA BNEBHEEEET A2 B
AT— B IE o

BROFECRIEETE®R  BRAARA KN H
BABMEEFTROBFER(ERIHER
A1) EEAREBRATER R EFAY50% K 8 #

o e

fFamEX P RE RS HERBELEM
BRRE TREERRERLDOREERE
T BRBERAIBRBREFTmABFEHR
(T2 B D) ERBEREE ((HEEE]) —6f
BE MxBEEDEERAENCAEEER
EEFRIREAMERBHRA—BILHRESET
ERUEMERNAIRBRERAERAH
MO BFI25%NFESHE - ARFAEE W
ERARBRERSEARLAREH
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As a result of the suspension in trading in the shares of the
Company, the carrying amount of liability of the convertible loan to
the principal amount was adjusted and the same was reallocated
from non-current liabilities to current liabilities in order to reflect
such continuance. On 20 April 2019, 23 May 2019 and 12 June
2019, the Company entered into three amendment agreements
respectively with the lender of the convertible loan for the agreed
schedule of certain permitted prepayments of the convertible loan.
As at 12 June 2019, the outstanding principal of the convertible
loan was HK$171,949,905.70. Under the agreed schedule as
provided in the abovementioned amendment agreements, for the
period from 15 June 2019 to 30 September 2019, the Company
agrees to pay the following permitted prepayments:

a) an amount of HK$7,500,000 on or prior to 15 June 2019;

b) an amount of HK$7,500,000 on or prior to 30 June 2019;

¢) an amount of HK$6,000,000 on or prior to 15 July 2019;

d) an amount of HK$6,000,000 on or prior to 30 July 2019;

e) an amount of HK$6,000,000 on or prior to 15 August 2019;

f) an amount of HK$6,000,000 on or prior to 30 August 2019;

g) an amount of HK$6,000,000 on or prior to 15 September
2019; and

h) an amount of HK$6,000,000 on or prior to 30 September
2019.

For the remaining outstanding amount payable under the
convertible loan agreement after 30 September 2019, the
Company will publish further announcement, if the remaining
outstanding amount is not paid according to the repayment term as
disclosed in the Company’s announcement dated 5 January 2018.

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2019

HRARARIRHEFEE  JRBRERAR
NEEEDABREZEASE  WHIFERHAEG
BHARERBAGE  URBREBFELDE
B & o A2019F 48208 - 2019658238 &
201956 H12H » AREHABRBKREREE
RAMBRERE TETENRO B ERRE
DRETA =M ERT g © 2019667128 -
AR ERNREELRS A171,949,905.70
BT o AR IR £l £ {S BT 1 3 5T BA A9 15 E B
IR - 2019968158 £20199F9H30H 1
A ARAIRE XN T EFEMNK:

a) M201946A15H 8 2 A X 177,500,000
BT

b) 7201946 A30H = 2 A 3 17,500,000
/ETE

c) HM201947H15H sk 2 A 3 146,000,000

/ETE

d) F201947H30H sk 2 Bl X 16,000,000
BT

e) M201948F15H sk 2 Al XX 16,000,000
BT

f) 7201949 8A30H 5k ~ Al 3% £6,000,000
BT

g) M20194F9A 1508 sk Al % 116,000,000
B &

h) #201949H30H =k ~ A % 16,000,000
T ©

PLR2019F9A30B B AT BB ERBHEE T
JEMSBTHEAEEREMS @ WETHEE
EEFRBEWEREAAG A A2018F18
SHMAEME BEREREZMN - XAa#
BIERRE -



The Convertible Loan recognised in the unaudited condensed NAEBEREEZGRES MR R K F

consolidated statement of financial position of the Group is
bifurcated into two components for accounting purpose, namely

B K
&
=
B

RER REFRAEmO AW

WMo PHBBEERBORITERD - M

the liability component and the derivative component, and the EXoNMERFANEHOT -

movements of these components during the Reporting Period are
as follows:

Liability Derivative

component component Total

E8EBD TERD &t

RMB’000 RMB’000 RMB’000

AR TR AR%FT R AR%F T

At 1 January 2019 (Audited) #2019F 1810 (& 2 %) 181,372 2,521 183,893

Repayment of the Convertible Loan f& i A] # I B X (37,381) - (37,381)
Amortisation of liability component of the Convertible Loan

BT BRREREELD 4,880 - 4,880
Fair value gain on derivative component of the Convertible

Loan AT R E R OTAE 5 B D R E W — (2,356) (2,356)

Accrued Interest &=t 8 (2,665) - (2,665)

Exchange difference [ ¥ = %8 (649) (42) (691)

At 30 June 2019 (Unaudited) 74201946 A30H (K & & 1%) 145,557* 123 145,680

* 0On 28 March 2019, trading of the Company’s shares was suspended, * 20194 3H28H  AAFIRGHEEEE - )y

as a result of which the convertible loan became repayable on demand FR R AT R AR B R 32 = AT R AR B IR iR 0 22

of the holder due to breach of cross default term in the convertible XEBOBKRZTMBEZRFTEAEZRKER - JRK

loan agreement. The outstanding principal amount of the convertible EXAEEASHETIBERBDEAGERE

loan was reclassified to current liabilities and remeasured to the N ERARERKEERBENBEREHE -

amount repayable on demand plus redemption premium.

HAZERAERAR
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30 June 2019

31 December 2018

201956 H30H 201812 A31H
RMB’000 RMB’000
US$’000  equivalent us$'000 equivalent
AR® T ARET T
FEx £E FET %@
(Unaudited) (Unaudited) (Audited) (Audited)
(RBERZR) (REER) (&&= =%) (B&E=Z)
Authorised: % F
10,000,000,000 ordinary shares of US$0.001 each
10,000,000,0000% & % EI 1E0.001 3 JT 8 & 8 IR 10,000 10,000
Issued and fully paid: 2317 & 8 @2 :
1,000,000,000 ordinary shares of US$0.001 each
1,000,000,000 % & A% T {E0.0013 JT #) & 78 Ak 1,000 6,914 1,000 6,914

The movements in the Company’s issued share capital during the

year are as follow:

RRABRAFEANDETRAZESH T

Number of
ordinary shares

in issue

ERTEBRRHE

Issued capital

ERITER

RMB’000
AR T T
(Unaudited)
(R 2E %)

As at 31 December 2018 and 30 June 2019
72018412 4318 & 201946H30H

1,000,000,000

6,914

MORRIS HOLDINGS LIMITED
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The Group did not have any significant contingent liabilities as at
the end of the Reporting Period.

AREBRARERARY BEEMERNKRE

=
=2

.

o

Six months ended 30 June

E £6H30H 1L61E A
2019 2018
20195 20184
RMB’000 RMB'000
AR%®T R AR T T
(Unaudited) (Unaudited)
(REER) (R EZ)
Jennifer Convertibles, Inc.
Sales of finished goods (note 2) %k T (M 7£2) - 640
Morris PRC & Bl
Purchases of electricity i & & = 648
Rental expenses (note 1) & 7 % (M 5E1) 5,076 14,513

The above related parties were companies controlled by
Controlling Shareholders during the Reporting Period. The
transactions were conducted on terms and conditions mutually
agreed between the relevant parties.

Note:

1. These related party transactions also constitute non-exempt
continuing connected transactions as defined in Chapter 14A of
the Listing Rules.

2. The Group completed the acquisition of the entire issued share
capital of Jennifer Convertibles Inc. on 31 August 2018, where
upon Jennifer Convertibles Inc. ceased to be a connected person
of the Group under Chapter 14A of the Listing Rules.

RBEHE - Ll BEET I RHEERR
REFIORAE - ZFEXHTIREMBER]
#7718 B 15 7E B9 15 SR R AR AT HE 1T o

B &

1. ZRERET XS IER LT HERE14A
EEENTERHERBERS -

2. ALEMN2018F8A3185E A UK Jennifer
Convertibles Inc. 2 EBHITRA - &
It R R £ AR B B14A E - Jennifer
Convertibles Inc ~BAAREB A BE A
4
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Six months ended 30 June

B Z6H30H LL61E A
2019 2018
20194 20184
RMB’000 RMB'000
AR%®T ARETT
(Unaudited) (Unaudited)
(REEE®R) (REgEZ)
Fees & 1,922 182
Salaries, allowances and benefits in kind 4 - 2B & B ¥ 4E 7 983 2,133
Discretionary bonuses &5 7& 4T - 2,129
Pension scheme contributions iE & 5 2 i 7 139 19

Total compensation paid to key management personnel

SNTFEEEEABNT AT 3,044 4,563

The carrying amounts and fair values of the Group’s financial
instruments reasonably approximate to fair values.

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, trade and bills receivables, financial
assets included in prepayments, deposits and other receivables,
trade and bills payables, financial liabilities included in other
payables and accruals, the current portion of interest-bearing bank
borrowings and amounts due from/to related parties approximate
to their carrying amounts largely due to the short term maturities
of these instruments.

The Group’s corporate finance team headed by the finance
manager is responsible for determining the policies and procedures
for the fair value measurement of financial instruments. The
corporate finance team reports directly to the chief financial officer.
At each reporting date, the corporate finance team analyses the
movements in the values of financial instruments and determines
the major inputs applied in the valuation. The valuation is reviewed
and approved by the chief financial officer.
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Notes to the Unaudited Condensed Consolidated

Financial Statements

ARBLERASRS M B HRRNFE

FOR THE SIX MONTHS ENDED 30 JUNE 2019 &; 220194 6/430H 1618 A

21.FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced
or liquidation sale.

During the period, there was no transfer of fair value measurement
between Level 1 and Level 2 and no transfer into or out of Level
3 for both financial assets and financial liabilities (2018: Nil).

The following table provides an analysis of financial instruments
that are measured subsequent to initial recognition at fair value,
grouped into Level 1 to 3 based on the degree to which the fair
value is observable.

— Level 1 fair value measurements are those derived from quoted
prices (unadjusted) in active market for identical assets or
liabilities.

— Level 2 fair value measurements are those derived from inputs
other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices).

— 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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As at 30 June 2019

201946 H30H
Level 1 Level 2 Level 3 Total
F1R F24 F3IR 4ot
RMB’000 RMB'000 RMB’000  RMB’000
ARETRT AR%®TR AR®BTrT AR®TR
Asset B E
Contingent consideration receivables J& 42 8k A X (B = - 230,022 230,022
Liability & &
Derivative financial instruments 74 4 & T & - - 123 123
As at 31 December 2018
#2018 12 4318
Level 1 Level 2 Level 3 Total
B PR F3 st
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AREFTT ARETT
Asset B E
Contingent consideration receivables J& U sk A X (B = = 226,318 226,318
Liability & &
Derivative financial instruments $74 @ gt T & = — 2,521 2,521
Fair value of financial liabilities that are not measured at fair value WIERARBHEEREFLEAABRER)
(but fair value disclosure are required): MemEaBEARE:
As at 30 June 2019
201946 H30H
Level 1 Level 2 Level 3 Total
F1R F24 £33/ ot
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR®TR AR®BTRT AR®TR
Convertible loan ] # j& & 7k - - 145,557 145,557
As at 31 December 2018
#2018 12 A31H
Level 1 Level 2 Level 3 Total
ERF B2 B3 st
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AREFTT ARETT
Convertible loan AT i% B 3 = — 181,372 181,372
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INTERIM REPORT 2019



The fair value of the contingent consideration relating to the
acquisition of Jennifer Convertibles Inc. is determined based on
the expected payment, discounted to present value using a risk-
adjusted discount rate of 1.76% (2018: 2.52%).

The fair value of contingent consideration is determined by an
independent external valuer based on the latest financial forecast
of the acquired subsidiaries and other relevant information.

The movement during the period in the balance of Level 3 fair
value measurement is as follows:

A B3 W B Jennifer Convertibles Inc. 8 gk %A
RERARETYE A E R B IRR176%
(2018 : 2.52%) AN R IREREE

==

iE °

HARERRMETI R B B EERE
PiT W2 B BT B8 8 R B A 3T B S TRUORI K E At 4B

HAZEIRARBEFEABNESOT
Contingent

consideration
receivables

FEUW R AR E

RMB’000

ARBTR

As at 1 January 2019 (Audited) 7201941818 (& #F #%) 226,318
Fair value change A 7t (& & 4,168
Exchange realignment [& 5 i % (464)
As at 30 June 2019 (Unaudited) A201956H30H (K B HF %) 230,022

The fair value change on contingent consideration is included in
“Other income and gains” in the consolidated statement of profit
or loss and other comprehensive income for asset held at the end
of reporting period.

ARBERARAFEEMS - IAKER
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Notes to the Unaudited Condensed Consolidated

Financial Statements

REFRZERES B RRM T

FOR THE SIX MONTHS ENDED 30 JUNE 2019 & 20194 6/30H 16184

21.FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

Information about Level 3 fair value
measurements (Continued)

As at 30 June 2019, the fair value of derivative financial
instruments amounted to approximately RMB123,000 (2018:
RMB2,521,000). The fair value of derivative and liability component
of convertible loan was valued by an independent valuer, it was
calculated by discounting the future cash flow at market rate and
including some unobservable inputs. See note 17 for the detailed
information of derivative financial instruments and convertible

loan.

Below is a summary of the valuation technique used and the key

inputs to the valuation of convertible bonds:

N.TMITENAARERAAE

JE A% (&)

BEEIRAAEFENESR(FH)

R2019F6H30B ' fTA M T AR A E
4 B A R #123,0007C (201845F : A R
2,521,0007T) c AT ERITE R BES S
MARBEBRBLGEMGE: HBEBET
C LIRS ONCZRNCIR S TN ¢
KRB EHREFE BRANTESRIAR
AMBRERNFSE  #F2HEME17 -

ATHara R ESGHEMBEERTE
ETEHABUR:

Significant As at As at 31
Valuation unobservable 30 June December
technique inputs 2019 2018
EXTABE 720195 R20184F
i {8 % i WA B 6A430A 12 A31H
Derivative financial Instruments and Discounted Risk-free rate 1.48% 1.76%
Convertible loan cash flow method
TESBMTARITBRER MBI EREBE 12 3 fx A1) X
Volatility 41.86% 43.59%
I
Discount rate 12.01% 13.13%
B3 K
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For the six months ended 30 June 2019, the principal business
activities of Group comprise the manufacturing and sales of sofas, sofa
covers and other furniture products.

During the Reporting Period, the revenue of the Group amounted to
RMB499.6 million (2018: RMB751.6 million), representing a decrease of
approximately 33.5% as compared with last period, which was mainly
attributed to the decrease in revenue generated from sale of sofas,
sofa covers and other furniture products.

The Group's gross profit for the Reporting Period was RMB71.1 million
(2018: RMB229.3 million), representing a decrease of approximately
69.0% as compared with the same period of last year, with gross
profit margin decreased from approximately 30.5% to approximately
14.2%. The decrease in gross profit margin was primarily due to the
U.S. imposed tariffs on furniture from Mainland China.

The net loss of the Group amounted to RMB79.1 million during the
Reporting Period as compared with the net profit of RMB73.4 million
in the same period of last year. The increase in net loss was mainly
attributable to a decrease in sales volume and impact from the Sino-
US trade war.

The Company’s basic loss per ordinary share was RMB7.91 cents
for the six months ended 30 June 2019 (basic earnings per share in
2018: RMB7.34 cents) based on the loss for the period attributable
to ordinary equity holders of the Company of approximately RMB79.1
million (profit for the period in 2018: approximately RMB73.4 million),
and the weighted average number of ordinary shares of 1,000,000,000
for the six months ended 30 June 2019 (2018: 1,000,000,000).

The cost of sales of the Group decreased by approximately 17.9% from
approximately RMB522.2 million for the six months ended 30 June
2018 to approximately RMB428.5 million for the six months ended 30
June 2019, which was primarily due to the decrease in sales.

HE2019F68308 16 A » REBHN T B
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on °©
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The other net income and gains of the Group decreased from
approximately RMB33.3 million for the six months ended 30 June 2018
to approximately RMB21.0 million for the six months ended 30 June
2019. Such decrease was mainly due to the decrease in net income
of selling unused raw materials and scrap materials (2019: RMBO.6
million; 2018: RMB9.2 million) and decrease in interest income (2019:
RMBO.6 million; 2018: RMB1.5 million).

The selling and distribution expenses of the Group increased by
approximately 10.0% from approximately RMB86.2 million for the six
months ended 30 June 2018 to approximately RMB94.8 million for
the six months ended 30 June 2019. Such increase was primarily due
to the increase in salaries and rental of the new retail stores located
in Hong Kong and the U.S..

The administrative expenses of the Group slightly decreased by
approximately 6.0% from approximately RMB68.8 million for the six
months ended 30 June 2018 to approximately RMB64.7 million for
the six months ended 30 June 2019. Such decrease was primarily due
to an one-off legal and professional expenses for the acquisition of
Jennifer Convertibles in 2018.

The finance costs of the Group slightly increased by approximately
6.7% from approximately RMB12.0 million for the six months ended
30 June 2018 to approximately RMB12.8 million for the six months
ended 30 June 2019. The increase in finance costs was mainly due to
the increase in interest for lease liabilities.

The income tax expense decreased by approximately 105.0% from
approximately RMB21.8 million for the six months ended 30 June 2018
to income tax credit approximately RMB1.1 million for the six months
ended 30 June 2019 as the major subsidiaries in PRC suffered in loss
as at the end of the Reporting Period which was mainly due to the
decrease in sales volume and the impact from the Sino-US trade war.
Currently, our principal subsidiaries in Mainland China are subject to
an enterprise income tax rate of 15%.

MORRIS HOLDINGS LIMITED
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For the six months ended 30 June 2019, cash and cash equivalents of
the Group decreased by approximately RMB85.9 million, which was
comprised of the net cash flows generated from operating activities of
approximately RMB90.6 million, net cash flows used in investing activities
of approximately RMB40.9 million, and net cash flows used in financing
activities of approximately RMB134.7 million, while approximately RMB0.9
million was the net exchange loss of foreign exchange rate changes.

As at 30 June 2019, the Group's interest-bearing bank borrowings
amounted to approximately RMB76.0 million (31 December 2018:
approximately RMB142.2 million), all of which were repayable within
12 months from 30 June 2019. The bank loans’ interest rates ranged
from 4.3% to 6.5% (31 December 2018: 2.7% to 6.5%) per annum.

As at 30 June 2019, approximately RMB96.8 million (31 December
2018: approximately RMB94.0 million) restricted bank balances were
pledged for bank borrowings and bills payables. Increase in restricted
bank balance was mainly due to the increase in bills payables during
the Reporting Period.

The gearing ratio of the Group, which is total interest-bearing bank
borrowings divided by total equity as at the end of the year/period
and multiplied by 100%, decreased from approximately 38.7% as at
31 December 2018 to approximately 27.1% as at 30 June 2019, which
was primarily due to the decrease in interest-bearing bank borrowings
as at 30 June 2019.

The Group did not have any significant contingent liabilities as at 30
June 2019.

The trade and bills receivables of the Group decreased to approximately
RMB526.7 million as at 30 June 2019 (31 December 2018:
approximately RMB634.5 million), primarily due to the decrease in sales
to our customers in the second quarter in 2019 as compared to the
fourth quarter in 2018.
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The trade and bills payables of the Group increased to approximately
RMB443.6 million as at 30 June 2019 (31 December 2018:
approximately RMB416.8 million), primarily due to the slow down of
payment to the suppliers for third party purchases to maintain the
sufficiency of cash flow.

Revenue from major customers is mainly from the U.S. while the
production facilities of the Group are mainly located in the PRC.
Accordingly, most of the sales are denominated in U.S. dollar while
the costs arising from the Group’s operations are generally settled in
RMB. As a result, fluctuations in the value of U.S. dollar against RMB
could adversely affect the financial results of the Group. During the
six months ended 30 June 2019, the Group did not experience any
material difficulties or impacts on its operations or liquidity as a result
of currency exchange fluctuation. The Group did not use any financial
instruments for hedging purposes during the six months ended 30 June
2019 and there was no hedging instruments outstanding as at 30 June
2019. The Group will continue to monitor closely the exchange rate risk
arising from its existing operations and new investments in the future.
The Group will further implement the necessary hedging arrangement to
mitigate any significant foreign exchange risk when and if appropriate.

Quality and dedicated staff are indispensable assets to the Group in
striving its way to success in a market with severe competition. By
providing comprehensive training and corporate culture education
periodically, the employees are able to obtain on-going training and
development in the sofa manufacturing industry. Furthermore, the
Group offers competitive remuneration packages commensurate with
industry practice and provides various fringe benefits to all employees.
The Group reviews its human resources and remuneration policies
periodically to ensure that they are in line with market practice and
regulatory requirements. As at 30 June 2019, the Group employed a
work force of 2,159 (31 December 2018: 2,499). The total salaries and
related costs including the directors’ remuneration for the six months
ended 30 June 2019 amounted to approximately RMB88.3 million (for
the six months ended 30 June 2018: approximately RMB89.2 million).

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2019 (2018: HK1.8 cents).
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The Company is committed to maintain high standards of corporate
governance to protect the interests of its shareholders and to enhance
corporate value and accountability. The Company has adopted the
code provisions (“Code Provisions”) and, where applicable, the
recommended best practices of the Corporate Governance Code
(“Corporate Governance Code”) set out in Appendix 14 of the
Listing Rules. Save for the disclosed below, the Company has applied
and complied with the relevant provisions of the Code Provisions
throughout the six months ended 30 June 2019.

According to Code Provision A.2.1 of the Corporate Governance Code,
the roles of chairman and chief executive officer (“CEO") should be
separate and should not be performed by the same individual. The
Company has appointed Mr. Zou Gebing as both the chairman and
the CEO. The Board believes that vesting the roles of the chairman
and CEO in the same individual would enable the Company to achieve
higher responsiveness, efficiency and effectiveness when formulating
business strategies and executing business plans. The Board believes
that the balance of power and authority is sufficiently maintained
by the operation of the senior management and the Board, which
comprises experienced and high-calibre individuals. The Board currently
comprises four executive Directors (including Mr. Zou Gebing) and three
independent non-executive Directors and therefore has a fairly strong
independence element in its composition. The Board will nevertheless
review the structure and composition of the Board from time to time in
light of prevailing circumstances, in order to maintain a high standard
of corporate governance practices of the Company.

Code provision C.1.2 of the Corporate Governance Code provides that
management should provide members of the board with monthly
updates giving a balanced and understandable assessment of the issuer’s
performance, position and prospects in sufficient details to enable the
board as a whole and each director to discharge their duties under Rule
3.08 and Chapter 13 of the Listing Rules. Although the management of
the Company did not provide a regular monthly update to the members
of the Board, the management keeps providing information and updates
to the members of the Board as and when appropriate.

Under Rules 3.10(1) and 3.10(2) of the Listing Rules, the Company
shall appoint sufficient number of independent non-executive
Directors and at least one independent non-executive Director with
appropriate professional qualifications or accounting or related financial
management expertise. Pursuant to Rule 3.21 of the Listing Rules, the
audit committee of a listed issuer shall only comprise non-executive
directors with a minimum of three members and at least one being
an independent non-executive director with appropriate professional
qualifications or accounting or related financial management expertise.
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Other Information

H & H

Notwithstanding the resignation of Mr. Shao Shaomin as an
independent non-executive Director which was announced on 29
March 2019 but took effect on 12 April 2019, Mr. Pang Wing
Hong was appointed as an independent non-executive Director with
appropriate professional qualifications and related accounting or
financial expertise on 12 April 2019. Therefore, the Company has at
all times during the six months ended 30 June 2019 complied with
Rules 3.10(1), 3.10(2) and 3.21 of the Listing Rules.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules as a code of conduct of the Company
for Directors’ securities transactions. The Company has made specific
enquiry with all Directors and the relevant employees regarding any
non-compliance with the Model Code for the Reporting Period, and
they all confirmed that they had fully complied with the required
standard set out in the Model Code and its code of conduct regarding
directors’ securities transactions for the Reporting Period.

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

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities for the six
months ended 30 June 2019.

CHANGE OF DIRECTORS AND
COMPOSITION OF BOARD COMMITTEES

The changes in information of the Directors since 31 December 2018
are set out below:

Independent non-executive Directors

The independent non-executive Director Mr. Shao Shaomin was
appointed on 10 December 2016 and tendered his resignation on 29
March 2019 which took effect on 12 April 2019. Mr. Pang Wing Hong
was appointed as an independent non-executive Director on 12 April
2019,

The independent non-executive Director Mr. Huang Wenli was
appointed on 10 December 2016 and resigned on 28 May 2019. Mr.
Chu Guodi was appointed as an independent non-executive Director
on 28 May 2019.

For further details, please refer to the announcements of the Company
dated 29 March 2019, 12 April 2019 and 28 May 2019, respectively.
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Save as those disclosed under the section headed “Connected
Transactions and Continuing Connected Transactions” and the related
party transactions as disclosed in note 20 to the unaudited condensed
consolidated financial statements, no transactions, arrangements or
contracts of significance in relation to the Company’s business to which
the Company or any of its subsidiaries was a party and in which a
Director or a connected entity of a Director had a material interest,
whether directly or indirectly, subsisted at 30 June 2019 or at any time
during the six months ended 30 June 2019.

As at 30 June 2019, the interests and short positions of each Director
and chief executive of the Company in the shares of the Company,
underlying shares and debentures of the Company or any associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (the "SFO”")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they are taken
or deemed to have under such provision of the SFO), or which were
required to be entered in the register referred to in section 352 of the
SFO, or which were required to be notified under the Model Code,
are set out below:

RIBEXGRFEBERS ] IR AEEZ
RAG AT ERRMEA20MBENBEIZS
SN - FA20194F 6 430H 3k & £2019F 6 4308 1k
6El AAEMERE  BEEARAXEBEBE
AAR S EEMMNBATMERITOARESK
EEVHEERERSHESEEEEN RNE
ARG ZHHRER -

R2019F 6 H30H  ARABIBZEE RS ITHA
ERARRNEMBE ZE(EERESRBH
GO ([RHEREEMRE ) EXVES) 2 N AR K
D EERNDEREREFEEREESARBE
EOIEXVEETR F8D S ARAANNF KB
Fr(BEREZEFRBEERNEBRERRE
SR AEENEZEIARB) KN BLERES
K BR B & 5] 8535206 BT il 2= 52 il sk AR B 4Z B 5T
RIZETRAMEZ ARSI NT :

\

S g

Approximate

Number of percentage of
Name of director/chief executive Nature of Interest securities (Note 1) shareholding
EE BETHRABHES EEME #FHHAE (1) HRESAADLL
Mr. Zou Gebing (Note 2) Interest of controlled 750,000,000 shares (L) 75%

S (M EE2) corporation
XEAEER
Note 1: The letter “L" denotes the person’s long position in such shares.

Note 2: Morris Capital Limited (“Morris Capital”) is owned as to 85%
by Mr. Zou Gebing. Under the SFO, Mr. Zou Gebing will therefore
be deemed, or taken to be, interested in the same number of

shares in which Morris Capital is interested.

750,000,000f% (L)

BT FRIURTZALEZSERO PO
Ao
a2 REEAERAB(HEBRER]) AHH

TR EERS% - At - REBEZHK
HEHRD  FHREIEEBRERIH
BERRZEABERENRAZHUE
BB An R A A AR
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Approximate

Number of percentage of
Name of director/chief executive Nature of Interest securities (Note 1) shareholding
EE BETRABHKS EEME #FHHAE (M) HRESAADLL
Mr. Zou Gebing (Note 2) Beneficial owner 85 shares of 85%
A% £ 5 A (M 52 2) EmEAA Us$1 each (L)
85k &M1& 7T
B A% 19 (L)

Note 1: Morris Capital holds more than 50% of the shares. Therefore,
Morris Capital is the holding company and an associated
corporation of the Company.

Note 2: The letter “L" denotes the person’s long position in such shares.

Save as disclosed above, none of the Directors, chief executives of
the Company had any other personal, family, corporate and other
interests or short positions in the shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register 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 as at 30 June 2019.
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As at 30 June 2019, the following persons (other than the Directors or  #2019F6H30H * AR BIRIEE H & BHEE G

the chief executive of the Company) have interests or short positions 336§ F& ¢ EELEMET T AL (K
in the shares or underlying shares as recorded in the register required RRAIEEHZEHTHAEBIN RIH R EHE
to be kept by the Company under section 336 of the SFO: B EEERSOAR

Number of securities Approximate percentage

Name of shareholders Nature of Interest (Note 1) of shareholding
RERAR EmtE FHEE (K1) HRESNEI L
Morris Capital (Note 2) Beneficial owner 750,000,000 shares/f% (L) 75% (L)
RAEAXR(MHF2) EREEA

Wu Xiangfei (Note 3) Interest of spouse 750,000,000 shares/f% (L) 75% (L)
58 e 7 (Fft 5F3) AL B &

Note 1: The letter “L" denotes the person’s long position in such shares. Mzl FERILURTZATEZSZROFHGTE -

Note 2: Morris Capital is owned as to 85% by Mr. Zou Gebing and 15% by  BiE2: RHAERNEH P KL EHEH85% MEM
Ms. Wu Xiangfei. REZTHEB15% °

Note 3: Ms. Wu Xiangfei is the spouse of Mr. Zou Gebing. Under the SFO, M{#F3: SRARZEIEZEPRELEENESE - BIFE
Ms. Wu Xiangfei will therefore be deemed, or taken to be, interested HFRBEE - BrRz LB LR R
in the same number of shares in which Mr. Zou Gebing is interested. BENMBREEEFREOHERROER -

Save as disclosed above, the Company has not been notified of any & EXFTIFEEEIN » 2019F6H308 » A A
other person (other than the Directors and chief executives of the W HEZEITMEMA LT (KRR EENESIT
Company) who had an interest or short position in the shares and/or A BKINEM » RRERAKARBKM N ,K
underlying shares of the Company which fell to be disclosed to the FHEK N T HEBRIER F KB EKFIEXV
Company under Divisions 2 and 3 of Part XV of the SFO as at 30 June BFE2R F3DPLRAIRQGWEZERZH AR °
2019.
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Other Information

H & H

MANAGEMENT CONTRACT

No contracts concerning the management and administration of the
whole or any substantial part of the Company’s business were entered
into or existed during the six months ended 30 June 2019.

ARRANGEMENTS TO PURCHASE
SHARES OR DEBENTURES

At no time during the Reporting Period was the Company, its holding
company, or its subsidiaries a party to any arrangements to enable
the Directors (including their spouse and children under 18 years of
age) to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

There were no competing business of which a Director of the Company
had a material interest, whether directly or indirectly, subsisted as at
30 June 2019 or at any time during the six months ended 30 June
2019,

DEED OF NON-COMPETITION

Each of Morris Capital, Mr. Zou Gebing and Ms. Wu Xiangfei (each
a "Non-Compete Covenantor”) has entered into a deed of non-
competition (“Deed of Non-competition”) dated 10 December 2016
with the Company, to the effect that each of them will not directly
or indirectly participate in, or hold any right or interest, or otherwise
be involved in any business which may be in competition with the
business of the Group from time to time.

The Company has received the confirmation of the Non-Compete
Covenantors’ in respect of their compliance with the non-competition
undertakings under the Deed of Non-competition during the six
months ended 30 June 2019.

The independent non-executive Directors also reviewed the Non-
Compete Covenantors’ compliance with the non-competition
undertakings. The independent non-executive Directors confirmed
that the Non-Compete Covenantors were not in breach of the non-
competition undertakings during the six months ended 30 June 2019.
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During the Reporting Period, the rental expenses paid by the Group
(as tenants) to Morris PRC (the landlord and a connected person
of the Company) constituted non-exempted continuing connected
transactions. The aggregated annual caps of the lease agreements for
the year ended 31 December 2017 and 2018 and the years ending 31
December 2019 and 2020 are RMB15 million, RMB15 million, RMB15
million and RMB15 million, respectively. For the six months ended 30
June 2019, the rental expenses paid to Morris PRC were approximately
RMB5.1 million which did not exceed the relevant annual cap for the
same period. For further details of the lease agreements, please refer
to the announcement of the Company dated 17 March 2017.

Mstar International Trading (HK) Limited, a wholly-owned subsidiary
of the Company, entered into a sales agreement with Jennifer
Convertibles Inc. on 1 January 2016, pursuant to which the Group
agreed to supply sofas to Jennifer Convertibles Inc. The Group
completed the acquisition of Jennifer Convertibles Inc. on 31 August
2018, whereupon Jennifer Convertibles Inc. became a wholly-owned
subsidiary of the Company and thereby ceased to be a connected
person of the Company under Chapter 14A of the Listing Rules.
Therefore, the transactions with Jennifer Convertible Inc. no longer
constituted continuing connected transactions after 31 August 2018.

For further details, please refer to the annual report of the Company
for the year ended 31 December 2018 and note 20 to the unaudited
condensed consolidated financial statements in this report. For the six
months ended 30 June 2019, the rental expenses paid to Morris PRC.
were approximately RMB5.1 million which did not exceed the relevant
annual cap for the same period.

During the six months ended 30 June 2019, sales to the Group's
five largest customers and purchases from the five largest suppliers
accounted for approximately 48.8% and 61.5% of the Group’s total
revenue and purchases for the six months ended 30 June 2019,
respectively. The Group’s largest customer accounted for around
13.3% of the Group's total revenue for the six months ended 30 June
2019. The Group’s largest supplier accounted for around 21.3% of the
Group's total purchase for the six months ended 30 June 2019.

RESRHE  A&EB(EAER)AERFTH (A
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ReBERBERS - B E2017F M2018F12 A
3B IEFE N RE E2019% X 202012 A31H
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BAEBIT ARKISEETT ARBISEE T
MARBISEE T - Bl 22019F6H30H 1F61E
A S FEATFEHESHIOAEARES
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HEWENE—FLFE  F2HEAQFR0HA
201749 3R17BH R & »
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R E 5 (F %) B R A A H Jennifer Convertibles
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At no time during the six months ended 30 June 2019 did a Director, a
close associate of a Director or a Shareholder (which to the knowledge
of the Directors own more than 5% of the Company’s issued share
capital) have an interest in any of the Group’s five largest customers
or suppliers.

As disclosed in the Company’s announcement dated 28 March 2019,
trading of the Company’s shares was suspended as a result of the delay
in publication of the annual results of the Company for the year ended
31 December 2018. As disclosed by the Company on 2 May 2019, it
was proposed that subject to shareholders’ approval, the appointment
of Ernst & Young ("EY") as the Company’s auditors be terminated
and HLB Hodgson Impey Cheng Limited (“HLB") be appointed as the
Company’s auditors. On 27 May 2019, the Company received a letter
from the Stock Exchange, in which the Stock Exchange sets out the
following resumption guidance for the Company: (a) to address certain
queries (the “Queries”) identified by EY, disclose relevant information
and findings and take appropriate remedial actions; (b) publish all
outstanding financial results and address any audit modifications; and
(c) inform the market of all material information for the Shareholders
and investors to appraise its positions.

During the course of auditing the consolidated financial statements
of the Group for the year ended 31 December 2018, EY, the former
auditor, raised queries about (i) certain transactions in respect of the
purchase and sales of leather, furniture and furniture-related products
carried out by the Group in the PRC during the year ended 31
December 2018; (i) the disclosures and accounting treatments for the
relationships between two subsidiaries of the Group in the PRC and
some of the customers and/or suppliers, in particular whether these
customers and suppliers are independent from the Group. The Audit
Committee of the Company has appointed Stevenson, Wong & Co.
("SWC") to conduct an independent investigation, with the assistance
from HLB, the existing auditor (collectively, the “Investigators”),
and to prepare an independent investigation report in respect of the
Queries. On 9 July 2019, the Company and the Audit Committee
received an independent investigation report dated 9 July 2019 issued
by SWC (the “Independent Investigation Report”). The summary
of the major findings of the Independent Investigation Report and the
views of the Company and HLB on the contents of the Independent
Investigation Report are set out in the Company’s announcement dated
19 August 2019.
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After considering a series of investigations conducted by the
Investigators, the Independent Investigation Report stated that
the relevant suppliers and/or customers are subsisting companies
independent from the Group, the relevant transactions were authentic.
Based on the findings of the Independent Investigation Report stated
above, the Audit Committee, the Company and HLB agreed with the
findings and analysis of the Independent Investigation Report, and are
of the view that the Queries are properly addressed.

Therefore, the Audit Committee agrees to the conclusion of the
Independent Investigation Report. In addition, upon reviewing the
Independent Investigation Report and together with the additional
audit procedures performed by HLB, HLB is of the view that such
issues will not constitute any material misstatement of the financial
information in 2018, and had issued an unqualified audit opinion.
On 10 July 2019, the Company published the announcement of final
results for the year ended 31 December 2018 with an unmodified and
unqualified opinion from HLB.

Since all conditions under the resumption guidance have been fulfilled
to the Stock Exchange’s satisfaction, the Company’s shares resumed
trading on the Stock Exchange with effect from 9:00 a.m. on 20
August 2019.

The Company operates a share option scheme (the “Share Option
Scheme”) which allows the Company to grant options to eligible
persons as rewards for their contributions to the Group. The Share
Option Scheme has been adopted by the Company on 10 December
2016. No share options were granted, exercised or cancelled by the
Company under the Share Option Scheme during the period from the
Listing Date to 30 June 2019 and there were no outstanding share
options under the Share Option Scheme as at 30 June 2019 and the
date of this report.
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The Board has approved the adoption of a restricted share award
scheme (the “"Share Award Scheme”) on 29 August 2019. The
Share Award Scheme is not subject to the provisions of Chapter 17
of the Listing Rules. No Shareholders’ approval is required for the
adoption, administration and implementation of the Share Award
Scheme. No shares were awarded to eligible persons under the Share
Award Scheme up to the date of this report.

The Audit Committee currently comprises three independent non-
executive Directors, namely Mr. Pang Wing Hong, Mr. Liu Haifeng
and Mr. Chu Guodi. Mr. Pang Wing Hong is the chairman of the
Audit Committee. The Audit Committee has reviewed the unaudited
condensed consolidated interim results and interim report of the
Group for the six months ended 30 June 2019, discussed with the
management and is of opinion that it complies with the applicable
accounting standards, the Listing Rules and legal requirements, and
that adequate disclosures have been made.

By Order of the Board
Morris Holdings Limited
ZOU GEBING

Chairman

Hong Kong, 30 August 2019
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