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FINANCIAL HIGHLIGHTS
R

2019 2018
2019 2018%F
Operating results (HK$'000) REEE(THER)
Revenue KA 2,997,321 4,263,322
Gross profit EH 605,276 772,043
(Loss) profit before tax BrdAT (E518) & A (146,002) 27,586
(Loss) profit for the year FR(EE) =T (212,002) 4842
Loss for the year attributable to owners of the Company ARREBANEBEENER (216,509) (5,801)
Financial position (HK$'000) BBMRR (FET)
Total assets BEE 2,406,763 2903219
Net current assets REEESSE 107,954 531,100
Bank borrowings RITER 622,863 873757
Net assets BRERE 865,008 225,843
Net assets attributable to owners of the Company ARRBEBAEEEESE 854,962 1,079,429
Per share data (HK cents) BREE (B)
Dividend per share 5485
— Interim — - -
~ Final —KH - -
—Total — 45t = -
Loss per share BRER
~ Basic —H&K (12.37) (0.33)
— Diluted . 3! (12.37) (033)
Net assets value per share FREEFE 49.4 700
Share price as at 31 December RI2A3IBHRE 20.8 400
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FINANCIAL HIGHLIGHTS

MBHE

2019 2018
2019 2018%F

Key statistics TEYE
Gross profit margin (%) EFE (%) 20.2% 18.1%
Net (loss) profit margin (%) # (18) 7 (%) (7.1%) 0.1%
Inventory turnover (days) FERBXE (XE) 78.0 63.3
Debtors' turnover (days) BEBANEE RS (RE) 84.0 684
Creditors' turnover (days) BREANEERE (XE) 64.1 47.8
Payout ratio (%) KB %K (%) N/A RiE R N/A T iE A
Dividend yield (%) A% B 2 2 (%) N/A RiE A N/A i
Return on total assets (%) 188 B & (%) (8.8%) 0.2%
Return on net assets (%) BEFEERE %) (24.5%) 0.4%
Gearing ratio (%) BE BB E %) 72.0% 713%
Current ratio (%) BN L (%) 108.4% 141.1%
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CHAIRMAN'S STATEMENT
ESERIE

On behalf of the board (the “Board”) of directors (the “Directors”) of Sinomax Group
Limited (the “Company”) and its subsidiaries (altogether, the “Group”), | have the great
pleasure of presenting to you our annual report for the financial year ended 31 December

2019 (the “Reporting Period”).

2019 was another dynamic and challenging year: In response to the US-China trade war, we
set up production facilities in Vietnam in 2019 to enable the Group to supply our products

globally to our customers with various needs.

On 30 August 2019, we entered into an agreement relating to an acquisition and sale and
leaseback of a property in the US to realise a capital gain of considerable size and enhance
the interests of the Company and the shareholders of the Company (the “Shareholders”) as
a whole. On |5 November 2019, we entered into an agreement with a connected person
of the Company to dispose of 51% equity interest in Chengdu Xingang Sponge Co. Ltd. This
disposal offered the Group a timely opportunity to better utilize its resources for further

development of the Group's business.

The financial performance of 2019 was not satisfactory. As disclosed in the announcement of
the Company dated 21 January 2020, the Group has failed to satisfy certain financial covenants
under several facility agreements with certain banks. We obtained waivers from the relevant

banks with respect to the breaches in March 2020.
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Moving forward to 2020, we will continue to make good use of our existing strengths and
capture the opportunities in the growing online market, and diversify our customer base
in order to maintain our position as one of the leading experts in visco-elastic health and

wellness products in the US and the retail markets in Hong Kong and the PRC.

On behalf of the Board, | would like to take this opportunity to express my sincere gratitude
to all staff members for their dedication to the Group and the Shareholders, valued customers,
suppliers, bankers and other business partners for their tremendous support in the tough
business environment in 2019. With the outbreak of the novel coronavirus (“COVID-19"),
2020 will also be a challenging year. We truly believe that the Group will be able to surmount
all the difficulties and accelerate development in 2020 with the support and efforts of all

Directors, management and employees.

Lam Chi Fan

Chairman

24 April 2020

Lam Chi Fan #& fL
Chairman ZE <
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED N
Revenue by operating segments BREESTEDHBA

During the Reporting Period, revenue of the Group decreased by approximately HK$1,266.0 REBEMS REENHBAR DK 26608
7T

S

million or approximately 29.7% to approximately HK$2,997.3 million (for the year ended 3| BT AN297%E 4299738 &8 T (&
December 2018 (“FY2018"): approximately HK$4,263.3 million). Z2018F12A31H ILFE ([2018F B BU &

El) 442633 EBBTT) o

For the year ended 3| December

BZENANALEE

2019 2018 Changes

20195 2018%F &
HK$'000 HK$'000 %

FTHT FHET

China market H B T 55 1,849,128 2,554,284 (27.6%)
North American market tEmH 1,064,520 1,658,133 (35.8%)
Europe and other overseas markets BUM & H b )8 50 i1 35 83,673 50,905 64.4%
Total HEt 2,997,321 4263322 (29.7%)

Due to the US-China trade war, our sales in the North American market were adversely BHRFEEZE  RMILETSHHEEX D

affected. Some of our PRC customers who were buying our foam to produce products THZE - BFNBLPRETFEE KM

for their customers in the US, might also have been affected by the US-China trade war BARIEREEBEREPAEER MAER

Accordingly, our sales in the China market decreased as well. NhEE 8N E Bt ZMFETS
WHBTTEM B
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit

The Group's gross profit (the "GP") decreased by approximately HK$166.7 million or
21.6% to approximately HK$605.3 million during the Reporting Period as compared
to approximately HK$772.0 million for FY2018. The GP margin increased by 2.1% from
approximately 18.1% to approximately 20.2% as compared with FY2018.

The increase in GP margin was due to the significant decrease in the purchase price of a key
raw material of polyurethane foam, namely toluene diisocyanate (“TDI") during the Reporting
Period, as compared with the same period last year. However, the effect was partially offset by

the cost incurred in the trial run of production in the Group's factory located in Vietnam.

Costs and expenses

Selling and distribution costs for the Reporting Period decreased by approximately HK$59.7
million or 13.2% to approximately HK$393.7 million, as compared to approximately HK$453.4
million for FY2018.The decrease was in line with the decrease in turnover for the Reporting
Period. The decrease was mainly due to the decrease in staff costs and commission fees of

approximately HK$18.1 million and transportation costs of approximately HK$15.7 million.

Administrative expenses for the Reporting Period decreased by approximately HK$7.9 million
or 3.6% to approximately HK$209.6 million, as compared to approximately HK$217.5 million
for FY2018. The decrease was mainly due to the reduction in staff costs as the number of

headcount decreased.

Other expenses for the Reporting Period consisted mainly of research and development
expenses amounting to approximately HK$58.2 million, as compared to approximately

HK$70.4 million for FY2018.

BB WED

EF
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED N

Loss (profit) before taxation

Loss before taxation for the Reporting Period amounted to approximately HK$146.0 million
while a profit before taxation of approximately HK$27.6 million was reported for FY2018.

The major reasons for the loss were: impairment losses on goodwill and intangible assets
including brand name and customer relationship of approximately HK$136.7 million and the
impairment losses on property, plant and equipment and right-of-use assets of approximately
HK$27.8 million. We had recorded a gain on disposal of 51% equity interest in a PRC
subsidiary of approximately HK$44.| million and a gain arising from a sale and leaseback

transaction of approximately HK$49.7 million.

Impairment loss on intangible assets and goodwill

The intangible assets and goodwill related to our acquisition of Dormeo North America LLC
(“Dormeo”) in 2016.

Sales of Dormeo was highly concentrated with several key customers to whom the sales in

2019 dropped significantly.

Having considered that the financial performance of Dormeo would not turn around in the
coming few years, we made impairment provision of goodwill, brand name and customer
relationship directly related to Dormeo of approximately HK$36,463,000, HK$74,117,000 and
HK$26,136,000, respectively. The impairment loss has been included in profit or loss in the

“other gains and losses” line item.

Sinomax Group Limited 2019 Annual Report
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MANAGEMENT DISCUSSION AND ANALYSIS

Income tax expenses

Included in income tax expenses, there were payments of PRC withholding tax on
distributable profits from PRC subsidiaries of approximately HK$24.1 million (FY2018: HK$1.4

million).

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

As at 31 December 2019, the Group had net current assets of approximately HK$108.0

million, as compared to approximately HK$53 1.1 million as at 3| December 2018.

Net cash from operating activities amounted to approximately HK$353.2 million for the

Reporting Period as compared to approximately HK$57.7 million for FY2018.

Bank balance and cash as at 31 December 2019 increased by approximately HK$5.9 million
or approximately 2.5% to approximately HK$240.3 million as compared to approximately
HK$234.4 million as at 31 December 2018.

Borrowings and pledge of assets

As at 31 December 2019, the Group had banking facilities amounted to approximately
HK$1,554.0 million of which approximately HK$670.5 million was utilized (FY2018: banking
facilities amounting to approximately HK$2,156.5 million of which approximately HK$959.9

million was utilized) (which included unsecured bank borrowings and bills payables).

BB WED
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED N

Capital expenditure

The Group's capital expenditure for the Reporting Period amounted to approximately

HK$70.2 million mainly for the purchase of the Group's plant and machinery (FY2018:

HK$46.0 million).

EARx

HEPAEENEARTHABI02BE S
T ITEARBEALEBENRBELKE
(0I8FEHFE 460BBBT)

Financial ratios Bt %
As at
31 December 31 December
2019 2018
2019128318 20185 12A31H
Current ratio BN RO 108.4% 141.1%
Quick ratio RE RO 70.1% 100.0%
Gearing ratio © BEAFBLLEO 72.0% 713%
Debt to equity ratio @ B E R EO 44.2% 52.2%
(" Current ratio is equal to current assets divided by current liabilities. 0 MBLERRBDEERARBEGEHE -
@ Quick ratio is equal to current assets less inventories and divided by current liabilities. @ RYPLEEADEERFER AR A LGS
o
® Gearing ratio is derived by dividing interest-bearing debt incurred in the ordinary course of @ BEBENERAREEGRERESMN

business by total equity.

® Debt to equity ratio is calculated by dividing net debt by total equity. Net debt is defined to

include all borrowings net of cash and cash equivalents.

Sinomax Group Limited 2019 Annual Report
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MANAGEMENT DISCUSSION AND ANALYSIS

SPECIFIC PERFORMANCE OBLIGATIONS OF THE CONTROLLING
SHAREHOLDER

The Company's wholly-owned subsidiary, Sinomax  International Trading Limited (“Sinomax
Trading"), as borrower and the Company as guarantor had entered into a facility agreement
(the "2018 Facility Agreement”) with Hang Seng Bank Limited, OCBC Wing Hang Bank
Limited and United Overseas Bank Limited as lenders and mandated lead arrangers, and
Hang Seng Bank Limited as agent and security trustee, in respect of term loan facilities of up
to the aggregate principal amount of US$35 million and HK$273 million (the “2018 Loan
Facilities”) with a final maturity date falling thirty-six months after the date of the 2018 Facility
Agreement (the outstanding loan balances were US$21.0 million and HK$163.8 million as at
31 December 2019). It is provided in the 2018 Facility Agreement, among other things, that
an event of default will occur if, without the prior consent of the majority of the lenders:
(i) Sinomax Enterprises Limited (“Sinomax Enterprises”), a controlling shareholder of the
Company, ceases to maintain (directly or indirectly) at least 51% of the entire beneficial
ownership interest in the Company; (i) the following persons cease to collectively maintain/
retain (directly or indirectly) at least 51% beneficial ownership interest over the entire issued
share capital of Sinomax Enterprises: (a) Mr. Lam Chi Fan; (b) Mr. Cheung Tung; (c) any parent,
spouse, child, brother or sister of the persons referred to in (a) and (b) above; and (d) any
trust whose principal beneficiary(ies) is any one or more of the persons referred to under (a)
to (c) above; (iii) Mr. Lam Chi Fan ceases to be the chairman of the Board; or (iv) Mr. Lam Chi

Fan ceases to maintain control over the management and business of the Company.

Failure to comply with any of the said obligations regarding control of the Company will trigger
an event of default under the 2018 Facility Agreement which may result in, inter alia, the
cancellation of all or any part of the commitments under the 2018 Facility Agreement and all
or part of the loans under the 2018 Loan Facilities becoming immediately due and payable or

becoming payable on demand.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED N

As disclosed in the announcement of the Company dated 21| January 2020, the Group has
falled to satisfy certain financial covenants under several facility agreements, including the 2018
Facility Agreement (collectively, the “Facility Agreements”, and the loan facilities under the
Facility Agreements, the “Loan Facilities”; and the lending banks granting the Loan Facilities, the
“Lenders”) (the “Breach”).

The Breach constitutes an event of default under the Facility Agreements, in which case the
Lenders shall be entitled to declare that the loans under the Loan Facilities, together with

accrued interest, be immediately due and payable.

The aggregate outstanding principal amount of the Loan Facilities is approximately HK$377.6

million. The Group has obtained waivers from the Lenders in respect of the Breach.

FOREIGN CURRENCY EXPOSURE

The Group carries on business mainly in Hong Kong, the PRC, the US and Vietnam. The Group
is exposed to foreign exchange risk principally in Renminbi and Vietnamese Dong which can
be largely offset by its revenue and expenditure in the PRC and Vietnam. The Group does
not expect any appreciation or depreciation of the Hong Kong Dollar against Renminbi
and Vietnamese Dong which could materially affect the Group's results on operations, and
therefore no hedging instrument has been employed. The Group will closely monitor the trend
of the Renminbi and Vietnamese Dong and take appropriate measures to deal with the foreign

exchange exposure if necessary.

TREASURY POLICY AND MARKET RISKS

The Group has a treasury policy that aims to better control its treasury operations and lower
borrowing cost. Such treasury policy requires the Group to maintain an adequate level of
cash and cash equivalents, and sufficient available banking facilities to finance the Group's daily
operations and to address short term funding needs. The Group reviews and evaluates its

treasury policy from time to time to ensure its adequacy and effectiveness.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS

The US-China and the US-Canada trade wars continued to create uncertainties over our US
business in 2019.The Group has set up production facilities in Vietnam in 2019. The Vietnam
production facilities began to provide polyurethane foam to our customers in the Southeast
Asia regions in the third quarter of 2019.The Vietnam production facilities also produced end
consumer health products. Having factories in China, the US and Vietnam, we expect that our
ability to supply globally to our customers with various needs would be strengthened while
the Group would be able to arrange our production and logistics schedules with flexibility to

minimize the overall costs including production, tariff and transportation.

Instead of relying on several key customers, we are diversifying our customer base by
developing more new customers in the US. Sales to these customers are gradually increasing
over the past months. We are expecting a continuing growth in the year of 2020. We will also

develop Direct to Consumer sales and place more focus on customers with online sales.

In the China market, the Group offers a wide range of health and household products, under
its flagship brand “SINOMAX". The Group will further enhance brand management through
various marketing activities to reinforce brand recognition and enhance the image of health,
relaxation and comfort of the “SINOMAX" brand. Sales under the brands “Octaspring”, “SPA
Supreme” and “Zeosleep” have increased steadily. The Group will continue to promote its
brands and products to corporate customers so as to attract more corporate sales. Though
the e-commerce sales of the Group recorded a drop in 2019, we will continue to deploy

more resources to strengthen our sales through e-commence.

The Group will continue to upgrade our machinery so as to improve our production efficiency

and increase our competitiveness.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED N

MATERIAL ACQUISITIONS AND DISPOSALS

(@

Acquisition and Sale and Leaseback of a US property

On 30 August 2019, an indirect wholly-owned subsidiary of the Company, Sinomax
East, Inc (“Sinomax East”), entered into the letter agreement (the “Acquisition
Agreement”) in relation the acquisition of the property located at 1740 JP Hennessy
Drive, LaVergne, TN 37086, the US, together with any and all buildings and other
improvements thereon including a certain approximately 505,000 sq. ft. industrial
facility, and all rights, easements and appurtenances thereto (the “Property”) with
800 Boardway, in exercise of the purchase option under the lease agreement dated |
October 2015 and entered into between 800 Broadway (as landlord) and Sinomax
East (as tenant), at the acquisition consideration of approximately US$20,804,000
(equivalent to approximately HK$162,275,000).

On 30 August 2019, Sinomax East, and WPT Acquisitions, LLC (the “Purchaser”)
entered into the purchase and sale agreement in relation to the sale and leaseback
of the Property (the “Sale and Purchase Agreement”), pursuant to which Sinomox
East agreed to sell and the Purchaser agreed to acquire the Property at the sale

consideration of US$33,000,000 (equivalent to approximately HK$257,400,000).

Pursuant to the Sale and Purchase Agreement, at the sale completion, Sinomax East
and the Purchaser shall execute the new lease, to lease the Property for a term of ten
(10) years commencing on the completion date, being 30 September 2019 (or such
other date as may be agreed in writing between the relevant parties), subject to the

terms therein.

Details of the terms of the Acquisition Agreement and the Sale and Purchase
Agreement and the transactions contemplated thereunder were set out in the
announcement of the Company dated 2 September 2019 and the circular of the

Company dated 25 September 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

(b) Disposal of 51% equity interest in Chengdu Xingang Sponge Co., Ltd* ( B &8 %78
B#HBMRAF) (“Chengdu Xingang”)

On 15 November 2019, an indirect wholly-owned subsidiary of the Company,
Sinomax (Zhejiang) Polyurethane Technology Limited* (& (7)1 ) B & Bs 37
MBABRAF) (‘Sinomax Zhejiang"), entered into a share purchase agreement
(the “Share Purchase Agreement”) with Mr Liu Jiaming (“Mr. Liu"), a director
and a non-controlling shareholder of Chengdu Xingang. Pursuant to the share
purchase agreement, Sinomax Zhejiang conditionally agreed to sell, and Mr. Liu
conditionally agreed to acquire, 51% equity interest in Chengdu Xingang at the
consideration of RMB157,000,000 (equivalent to approximately HK$176,891,000) (the
“Consideration”) subject to the terms and conditions therein. Pursuant to the share
purchase agreement, upon completion, Mr. Liu (as pledgor) and Sinomax Zhejiang (as
pledgee) shall enter into a share pledge agreement, pursuant to which 51% equity
interest in Chengdu Xingang shall be pledged by Mr Liu to Sinomax Zhejiang to
secure the payment of the Consideration in full by Mr Liu. The Group recorded a
gain on disposal of approximately HK$44.1 million, being the difference between the

Consideration and the net asset value of Chengdu Xingang.

Details of the terms of the Share Purchase Agreement and the transactions
contemplated thereunder were set out in the announcement of the Company dated

18 November 2019 and the circular of the Company dated 9 December 2019.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

Save as disclosed in the paragraph headed “Prospects” above, the Group does not have other

plans for material investments or capital assets.

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

During the Reporting Period, neither the Company nor any of its subsidiaries purchased, sold

or redeemed any of the Company's listed securities.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED N

EVENT AFTER THE REPORTING PERIOD

The Impact of novel coronavirus (“COVID-19”)

Since the outbreak of COVID-19 in late December 2019 and its continuous expansion across
the PRC and globally, various draconian measures including travel restrictions and public
health controls have been in place in the PRC, the US and Vietnam in an effort to contain the
COVID-19 outbreak. COVID-19 has brought about impacts on business operations in general
and the overall economy. This may affect the operations and results of the Group. The degree
of impact depends on the escalation and the duration of the pandemic, the effectiveness of
the preventive measures and the implementation of regulatory policies. However, the Group
will closely monitor the situation and the Group's exposure to the risks and uncertainties in
connection with COVID-19, and assess and react proactively to its impacts on the financial

position and results of the Group.

EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2019, the employee headcount of the Group was 3,026 (FY2018:
3,099) and the total staff costs, including Directors’ remuneration and share option
expenses, amounted to approximately HK$429.8 million for the Reporting Period (FY2018:
approximately HK$470.2 million). The decrease in staff costs was primarily due to decrease in

headcount.

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

raises and monetary bonuses, and a share option scheme.
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DIRECTORS AND SENIOR MANAGEMENT

The biographical details of the Directors and the senior management of the Company who

held office during the Reporting Period and up to the date of this report are as follows:

EXECUTIVE DIRECTORS

LAM Chi Fan, aged 61

Mr. Lam is a co-founder of the Group, the Chairman of the Group and an executive Director.
Mr. Lam is also the chairman of the Company's nomination committee and a member of
the Company's remuneration committee. Mr. Lam was appointed to the Board in June 2012.
Mr. Lam is responsible for formulation of the overall business strategies of the Group. He is
also responsible for the business planning and management of the Group. Mr. Lam is also a
director of certain subsidiaries of the Group. Mr. Lam has over 20 years' experience in the
polyurethane foam business. Prior to founding the Group in January 2000, he was a director
of Luen Tai Component Limited, a company engaged in the sales of foam products, from
March 1991 to July 1996.He is a member of the |3th Chinese People’s Political Consultative
Conference Jiashan, Zhejiang Province Committee, the vice president of the Shau Kei Wan
District of the Scout Association of Hong Kong and an affiliated supervisor of the Huangpu
Customs of PRC and the president of the Dongguan City Tang Xia Association of Enterprises
with Foreign Investment. Mr. Lam is the uncle of Mr Cheung Tung, the President and an
executive Director; the father of Mr Lam Sze Chiu, a senior management member of the

Group; and a cousin of Ms. Lam Fei Man, an executive Director

CHEUNG Tung, aged 44

Mr. Cheung is the President of the Company and an executive Director. Mr. Cheung joined
the Group in 2003 as the Chairman’s assistant, responsible for handling the information
technology infrastructure of the Group. He was appointed to the Board in June 2012. He is
currently responsible for the overall management and daily operations of the Group. He is also
a director of certain subsidiaries of the Group. Prior to joining the Group, Mr. Cheung assisted
in setting up C&T Solutions Limited, a company engaged in providing information technology
services, in March 2000. Mr. Cheung holds a bachelor's degree in computer engineering
from the Hong Kong University of Science and Technology and a master's degree in business
administration jointly issued by Northwestern University and the Hong Kong University of
Science and Technology. Mr: Cheung was granted the “Young Industrialist Award of Hong
Kong 2014" by the Federation of Hong Kong Industries. Mr. Cheung is a nephew of Mr: Lam
Chi Fan, the Chairman and an executive Director; a nephew of Ms. Lam Fei Man, an executive

Director; and a cousin of Mr. Lam Sze Chiu, a senior management member of the Group.
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DIRECTORS AND SENIOR MANAGEMENT
EENEREERE

CHEN Feng, aged 56

Mr. Chen is an executive Director. He was appointed to the Board in June 2012. He
is responsible for the overall management of the export sales business and product
development of the Group. He is also the key executive in mapping the sales and marketing
strategies in the US through Sinomax USA Inc. (“Sinomax USA"). He is a director of certain
various subsidiaries of the Group. Mr. Chen joined the Group in January 2000 as an export
sales manager and became the vice president of the Group in 2007. He assisted in setting up
Sinomax USA, a company engaging in export sales in the US, and has been the president and
director of Sinomax USA since its establishment in 2005. Mr. Chen holds a Master of Science
degree in industrial engineering from Louisiana State University and a Bachelor of Engineering
degree in safety engineering from Beijing College of Economics, now known as Capital
University of Economics and Business. Mr. Chen is a cousin of the mother of Ms. Lam Fei Man,

an executive Director.

LAM Kam Cheung, aged 52

Mr. Lam is an executive Director, chief financial officer and company secretary of the Company.
Mr: Lam joined the Group in May 2004 as the financial controller and was appointed to the
Board in June 2012. He was appointed as the chief financial officer in August 2013 and is
responsible for the financial management of the Group. Mr: Lam has over 20 years' experience
in accounting and auditing. Prior to joining the Group, he was an executive director and
company secretary of Yeebo (International Holdings) Limited (stock code: 0259), a listed public
company in Hong Kong, from October 1995 to May 2004. Mr. Lam holds a bachelor's degree
in business administration from the Chinese University of Hong Kong. He is a fellow member
of the Association of Chartered Certified Accountants and a member of the Hong Kong

Institute of Certified Public Accountants.
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DIRECTORS AND SENIOR MANAGEMENT

LAM Fei Man, aged 45

Ms. Lam is an executive Director. She is responsible for the Group's purchasing operations. She
is also a director of certain subsidiaries of the Group. Ms. Lam joined the Group in January
2000 and served as the assistant administration manager of Sinomax (Holding) Group Limited,
a predecessor company of Sinomax Enterprises, until January 2003. She was appointed to the
Board in June 2012, Ms. Lam has over 18 years" experience in purchasing and logistics. She
holds a bachelor's degree in commerce jointly issued by the University of Canberra and the
Hong Kong Baptist University. Ms. Lam is a cousin of Mr. Lam Chi Fan, the Chairman of the
Board and an executive Director; the daughter of a cousin of Mr. Chen Feng, an executive

Director; and an aunt of Mr. Cheung Tung, the President and an executive Director.
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DIRECTORS AND SENIOR MANAGEMENT
EENEREERE

INDEPENDENT NON-EXECUTIVE DIRECTORS

WONG Chi Keung, aged 53

Mr. Wong is an independent non-executive Director, the chairman of the audit committee
and corporate governance committee and a member of the nomination committee of the
Company. Mr: Wong was appointed to the Board in 4 March 2014. Mr.Wong is currently an
executive director and the chief financial officer of Win Hanverky Holdings Limited (stock
code: 3322), a listed public company in Hong Kong. He was previously the chief financial
officer of Besunyen Holdings Company Limited (stock code: 0926) from September 2011 to
September 2013 and China Dongxiang (Group) Co, Ltd. (stock code: 3818) from May 2007
to April 2010, all of which are listed public companies in Hong Kong. Between June 2002 and
June 2006, Mr: Wong was a senior finance manager of China Netcom Group Corporation
(Hong Kong) Limited (a company previously listed in Hong Kong (former stock code: 0906)
which subsequently merged with China Unicom (Hong Kong) Limited (stock code: 0762),
a listed public company in Hong Kong). Between July 1989 and December 1999, Mr. Wong
was employed by PricewaterhouseCoopers, an international public accounting firm, in Hong
Kong as an audit manager. Mr. Wong holds a bachelor's degree in business administration
from the Chinese University of Hong Kong and a master's degree in business administration
from the Australian Graduate School of Management, jointly issued by the University of New
South Wales and the University of Sydney. Mr.Wong is a fellow member of the Association of
Chartered Certified Accountants and a member of the Hong Kong Institute of Certified Public

Accountants.
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DIRECTORS AND SENIOR MANAGEMENT

Professor LAM Sing Kwong, Simon, aged 61

Professor Lam is an independent non-executive Director, the chairman of the remuneration
committee and a member of the audit committee, the nomination committee and the
corporate governance committee of the Company. Professor Lam is the Professor of
Management and Strategy at the Faculty of Business and Economics, The University of Hong
Kong. He is also Head of the Faculty's Management and Strategy Area, Director of the Centre
of Asian Entrepreneurship and Business Values and lan Davies Endowed Professor in Ethics.
Before joining the University of Hong Kong, Professor Lam had worked as a management
consultant and as a regional manager for a bank. He has gained extensive experience in the
area of corporate governance, strategy development and corporate finance. Professor Lam
is the independent non-executive director of Kwan On Holdings Limited (listed on the Main
Board of the Stock Exchange, stock code: 01559) and Overseas Chinese Town (Asia) Holdings
Limited (listed on the Main Board of the Stock Exchange, stock code: 03366). Professor Lam is
also the non-executive director of Jacobson Pharma Corporation Limited (listed on the Main

Board of the Stock Exchange, stock code: 02633).

ESERSNEER

MHEALE " 615

MHEEARARRBIUFRITES HTWEE
IR BREEENE REZEENE
REEEREEERE MUBRABTAEARE
RERTIEEEEREEREBRERHE -
BHAZEREERRBEGEE TMNE
ERERNEBERRPLOBRERBELES
HERE (RE) -RIMABBREBR - MR
LETERERE MBI 2RIEEE
REEER RBERERCEREIERRE
EELR MBRABHREREBRAF (R
B ARATEMR £ RGOSR 01559) REF
WEMERERAR (RBERATERLE
AR SR 03366) 2B IEHITES
MWHENARESERMREGR AR (R
RFER LT BRI 02633) ZFEHTT
-

BREEEAERAT 2009FFEHE

25



26

DIRECTORS AND SENIOR MANAGEMENT
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FAN Chun Wah Andrew, |.P, aged 4|

Mr: Fan is an independent non-executive director of the Company and a member of the audit
committee, the remuneration committee and the corporate governance committee of the
Company. Mr. Fan was appointed to the Board in March 2014. Mr. Fan is a practicing certified
public accountant in Hong Kong with over 4 years of experience. He holds a Bachelor
Degree of Business Administration (Accounting and Finance) from The University of Hong
Kong and a Bachelor Degree in Laws from the University of London. Mr. Fan is a member of
the Association of Chartered Certified Accountants in the United Kingdom and an associate
member of the Hong Kong Institute of Certified Public Accountants. He is also a committee
member of the tenth to twelfth Chinese People’s Political Consultative Conference of the
Zhejiang Province, the fourth and fith Chinese People’s Political Consultative Conference of

Shenzhen and the Tenth Vice Chairman of Zhejiang Province United Young Association.

Mr. Fan is currently an independent non-executive director of Fulum Group Holdings
Limited (stock code: 1443), Culturecom Holdings Limited (stock code: 343), Chuang's China
Investments Limited (stock code: 0298), Space Group Holdings Limited (stock code: 2448),
Nameson Holdings Limited (stock code: 1982), and Universal Star (Holdings) Limited (stock
code: 2346), all of which are companies listed on the Main Board of The Stock Exchange
of Hong Kong Limited. Mr. Fan is also currently an independent non-executive director
of Omnibridge Holdings Limited (stock code: 8462), CNC Holdings Limited (stock code:
8356) listed on the GEM of the Stock Exchange of Hong Kong Limited. Mr. Fan had been an
independent non-executive director of LT Commercial Real Estate Limited from March 2013
to December 2016 (stock code: 0112) and Hong Kong Resources Holdings Limited from July
2015 to May 2017 (stock code: 2882), the shares of both companies are listed on the Main
Board of the Stock Exchange of Hong Kong Limited, and Sanbase Corporation Limited from
December 2017 to January 2020 (stock code: 8501) and On Real International Holdings
Limited from September 2015 to August 2016 (stock code: 8245), the shares of which are
listed on the GEM of the Stock Exchange of Hong Kong Limited.
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DIRECTORS AND SENIOR MANAGEMENT

ZHANG HWO Jie, aged 57

Mr Zhang is an independent non-executive Director; a member of the audit committee
and the corporate governance committee of the Company. Mr Zhang was appointed to
the Board in March 2014. Mr. Zhang is currently the chairman of EVA Precision Industrial
Holdings Limited (stock code: 838), a listed public company in Hong Kong. Mr. Zhang has more
than 25 years of experience in marketing, strategic planning and corporate management in
manufacturing industry. Mr. Zhang was granted with the “Young Industrialist Award of Hong
Kong" by the Federation of Hong Kong Industries in 2008, and was bestowed as an honorary
fellow by The Professional Validation Council of Hong Kong Industries in 2014. He is currently
the president honoris causa of Hong Kong Young Industrialists Concil, the honorary chairman
of The Hong Kong Metals Manufacturers Association and the honorary president of Hong

Kong Mould and Product Technology Association.
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DIRECTORS AND SENIOR MANAGEMENT
EENEREERE

WU Tak Lung, aged 54

MrWu is an independent non-executive Director and a member of the audit committee and
the corporate governance committee of the Company. Mr. Wu was appointed to the Board
in March 2014. Mr.Wu had worked in Deloitte Touche Tohmatsu, an international accounting
firm, for five years and was then employed in several companies in Hong Kong as head of
corporate finance and/or executive director. Mr Wu had over 10 years” experience in the
corporate finance field. Mr. Wu currently serves as an independent non-executive director of
China Machinery Engineering Corporation (stock code: 1829), Henan Jinma Energy Company
Limited (stock code: 6885), Kam Hing International Holdings Limited (stock code: 2307), and
Zhongguancun Science-Tech Leasing Co Ltd (stock code: 1601) all are listed public companies
in Hong Kong. Mr:Wu holds a bachelor's degree in business administration in accounting from
the Hong Kong Baptist University and a master's degree in business administration jointly
issued by the University of Manchester and the University of Wales. M Wu is a member of
the Hong Kong Institute of Certified Public Accountants and he is also a fellow member of the
Association of Chartered Certified Accountants, Taxation Institute of Hong Kong, the Hong

Kong Institute of Chartered Secretaries and the Hong Kong Securities and Investment Institute.

Moreover; in the last three years, he was an independent non-executive director of Beijing
Media Corporation Limited, a company listed on the Main Board of the Stock Exchange (stock
code: 1000), Huarong Investment Stock Corporation Limited, a company listed on the Main
Board of the Stock Exchange (stock code: 2277), First Tractor Company Limited, a company
listed on both the Main Board of the Stock Exchange (stock code: 00038), and the Shanghai
Stock Exchange (stock code: 601038), Sinotrans Shipping Limited, a company listed on the
Main Board of the Stock Exchange and was delisted in January 2019 (stock code: 368), and
Olympic Circuit Technology Co, Ltd. (stock code: 603920), a company listed in Shanghai.
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DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

LAM Sze Chiu, aged 37

Mr. Lam is the general manager of Sinohome Household Products (Shenzhen) Ltd (“Sinomax
Shenzhen"). He is responsible for the supervision of the daily operation of Sinomax Shenzhen.
Mr. Lam joined the Group in 2007 and has been working as the marketing director of the
Group from 2012 to 2016. He was responsible for developing and communicating marketing
strategies and coordinating marketing functions of the Group. Mr Lam also participated in
the research and development of the Group's products, and the winner of German Red Dot
Design Award. Mr. Lam holds a Bachelor of Arts degree with honours from York University in
Toronto, Canada. Mr. Lam was appointed as the chairman of The Youth Club of Hong Kong
Furniture Association with effect from 2017, the rotating chairman of the Youth Federation of
the Furniture and Decoration Industry Chamber of Commerce of the National Federation of

Industry and Commerce since 2018 and received the Outstanding Chinese Award.
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DIRECTORS AND SENIOR MANAGEMENT
EENEREERE

QIAN Hong Xiang, aged 56

Mr: Qian is a director of certain subsidiaries of the Group. He is responsible for the supervision
of the daily operation and management of Sinomax Kuka (Zhejiang) Foam Co. Limited
("Sinomax Kuka"). Mr. Qian joined the Group in 2000 and worked as a general manager and
chief of foam research. Prior to joining the Group, Mr. Qian worked as a factory manager
and researcher in foams from 1993 to 2000 at Tung Ah (China Holdings) Limited, a company
engaged in the chemical and plastic business. Mr. Qian has over 20 years' experience in
foam production and research and has participated in formulating more than five national
standards. Mr. Qian was a member of the Standardisation Administration of the People’s
Republic of China until April 2018 and an expert in foaming plastics of the China Plastics
Processing Industry Association with tenure from November 2005 to September 2017. He
was presented the National Science & Technology Progress Award (third class) by the China
Light Industry Council in March 2008, the China Standards Innovation Contribution Award
jointly by the General Administration of Quality Supervision, Inspection and Quarantine of the
People’s Republic of China and the Standardisation Administration of the People’s Republic of
China in December 2009. He was also awarded Outstanding Worker of the Plastic Industry
in PRC by the China Plastics Processing Industry Association in May 2009, and Good Citizen
between 201 | and 2012 in January 2013, Model Worker of Haining between 2008 and 2012
in April 2013 and Outstanding Entrepreneur of 2011 in March 2012 by the Jiaxing People’s

Government.

YUE Wai Fun, aged 45

Ms. Yue was appointed as a general manager of Sinomax Health & Household Products
Limited (“Sinomax Health”) in June 2012. Ms. Yue is responsible for the supervision of the
daily operation and management of Sinomax Health. Ms. Yue joined the Group in 2004 and
served as marketing manager and brand & marketing manager prior to being appointed as the
general manager of Sinomax Health. Ms. Yue holds a Bachelor of Social Science degree from

the Chinese University of Hong Kong.
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DIRECTORS AND SENIOR MANAGEMENT

CHEN Xiao Hua, aged 58

Mr. Chen joined the Group in 2013 and was appointed as a general manager of Sinomax
Zhejiang in October 2013. Mr. Chen is responsible for supervision of the daily operation
and management of Sinomax Zhejiang. Prior to joining the Group, Mr: Chen was engaged in
foam manufacturing from 2002 to 2013 and was a general manager of Sinomax Polyurethane
(Shanghai) Co,, Ltd,, a company indirectly controlled by Mr. Lam Chi Fan, Mr. Cheung Tung and
Mr. Chen Feng, the executive Directors, and Ms. Cheung Shui Ying, the mother of Mr. Cheung
Tung. Mr. Chen has over 20 years of experience in foam production and research. Mr. Chen
completed a business administration course for company executives in Zhejiang University in
November 2006.
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DIRECTORS' REPORT
EEWES

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its principal subsidiaries are

set out in note 45 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the Reporting Period are set out in the consolidated statement

of profit or loss and other comprehensive income on page 44 of this annual report.

The Directors did not recommend the payment of final dividend for the Reporting Period.

PROPERTY, PLANT AND EQUIPMENT, RIGHT-OF-USE ASSETS AND
INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment, right-of-use assets and investment
properties of the Group during the Reporting Period are set out in notes 16, 17 and 18 to

the consolidated financial statements respectively.

DONATIONS

During the Reporting Period, the Group made charitable and other donations amounted to
HK$386,510.

SHARE CAPITAL

Details of movements in the share capital of the Company during the Reporting Period are set

out in note 35 to the consolidated financial statements.

PURCHASE, SALES OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

During the Reporting Period, there was no purchase, sale or redemption of the Company's

listed securities by the Company or any of its subsidiaries.
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DISTRIBUTABLE RESERVES

The Directors consider that the Company's reserves available for distribution to Shareholders
comprise the share premium and the accumulated profits which amounted to approximately
HK$541.2 million as at 31 December 2019 (as at 3| December 2018: approximately
HK$535.0 million). Under the Companies Law (Revised) Chapter 22 of the Cayman Islands,
the share premium of the Company is available for paying distributions or dividends to
Shareholders subject to the provisions of its memorandum and articles of association and
provided that immediately following the distribution of dividend, the Company is able to pay its

debts as they fall due in the ordinary course of business.

EQUITY-LINKED AGREEMENTS

The Company has share option schemes, the details of which are set out in the section
headed “Share Option” in this report. Save as aforesaid, the Company has not entered into

any equity-linked agreement during the Reporting Period.

DIRECTORS

The Directors during the Reporting Period and up to the date of this report were as follows.

Executive Directors

LAM Chi Fan (Chairman of the Board)
CHEUNG Tung

CHEN Feng

LAM Kam Cheung

LAM Fei Man

Independent non-executive Directors

WONG Chi Keung

LAM Sing Kwong, Simon
FAN Chun Wah, Andrew, |.P
ZHANG HWO Jie

WU Tak Lung
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In accordance with the articles of association of the Company, four Directors, namely, Mr.
Lam Chi Fan, Mr. Cheung Tung, Mr, Chen Fung and Mr. Lam Kam Cheung will retire at the
forthcoming annual general meeting (“AGM"), and being eligible, offer themselves for re-

election at the AGM.

The Company has received from each independent non-executive Director an annual
confirmation of his independence pursuant to Rule 3.13 of the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”) and the Company considers such

Directors to be independent.

DIRECTORS’ SERVICES CONTRACTS

None of the Directors has a service contract with the Company or any member of the
Group which is not terminable within one year without payment of compensation (other than

statutory compensation).

DIRECTORS’ INTERESTS IN TRANSACTIONS ARRANGEMENTS OR
CONTRACTS

Save as disclosed in the paragraph headed "Connected Transactions” of this report, no other
transactions, arrangements or contracts of significance in relation to the Group's business
to which the Company or its subsidiaries or holding company was a party and in which
any Director or the Director’s connected entity had a material interest, whether directly or

indirectly, subsisted at the end or at any time during the Reporting Period.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial
part of the business of the Company were entered into or existed during the Reporting

Period.

NON-COMPETITION UNDERTAKINGS

The Company has received an annual confirmation from each of the controlling Shareholders,
namely, Sinomax Enterprises, Mr: Lam Chi Fan, Mr: Cheung Tung, Mr: Chen Feng and Ms. Cheung
Shui Ying, in respect of their compliance with the terms of the deed of non-competition as
set out in the prospectus of the Company dated 30 June 2014 (the “Prospectus”) for the
Reporting Period.
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PERMITTED INDEMNITY AND DIRECTORS LIABILITY INSURANCE

The articles of association of the Company provided that every Director shall be entitled to
be indemnified out of the assets of the Company against all losses or liabilities incurred or
sustained by him/her as a Director in defending any proceedings, whether civil or criminal, in

which judgment is given in his/her favour, or in which he/she is quitted.

The Company has arranged for approved Directors’ liability insurance policies to protect the

Directors against potential costs and liability arising from claims brought against the Directors.

REMUNERATION POLICY

The Company's policy and structure for remuneration of all Directors and senior management
of the Group is formulated and reviewed by the remuneration committee of the Company,
having regards to the comparable market practice, market conditions, individual performance
and the Group'’s operating results. Details of the remunerations of the Directors are set out in

note |1 to the consolidated financial statements.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES

As at 31 December 2019, the interests or short positions of the Directors and the chief
executive of the Company in the shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning in Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO™)) which (a) were required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which they were taken or deemed to
have under such provisions of the SFO); (b) were required, pursuant to section 352 of the
SFO, to be entered in the register maintained by the Company referred to therein; or (c)
were required pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuer (the “Model Code") as set out in Appendix 10 to the Listing Rules, to be notified to the

Company and the Stock Exchange, were as follows:
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Long positions in the shares and underlying shares

Interests in the Company

RO RAEBRONER
REDRHES

Name of Director

Nature of interest

Number of shares (

Approximate
percentage of

shareholding

EEpE EEME ROBEO BAREED L
LAM Chi Fan Founder of a discretionary trust 1,275,906,000 (L)® 7291%
MR [ CEEEH:0l RN
Beneficial owner 1,500,000 (L) 0.09%
BEXBEEA
CHEUNG Tung Beneficial owner 1,500,000 (L) 0.09%
AR ESHEBA
CHEN Feng Beneficial owner 1,000,000 (L) 0.06%
R ESHEBA
LAM Fei Man Beneficial owner 1,000,000 (L) @ 0.06%
MEX ESHEBA
LAM Kam Cheung Beneficial owner 1,000,000 (L) 0.06%
ERHE ESHEBA
WONG Chi Keung Beneficial owner 300,000 (L) 0.02%
FER ESBEEA
LAM Sing Kwong, Simon Beneficial owner 300,000 (L)@ 0.02%
PR E8 e ESHEBA
FAN Chun Wah, Andrew, P Beneficial owner 300,000 (L)@ 0.02%
BREATHL ESERA
ZHANG HWO Jie Beneficial owner 300,000 (L)@ 0.02%
o € ESERA
WU Tak Lung Beneficial owner 300,000 (L) 0.02%
RiEH ERBEBEA
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Notes:

The letter “L" denotes long position.

The percentage is compiled based on the total number of 1,750,002,000 shares of the

Company (the “Shares”) in issue as at 31 December 2019.

These Shares are held by Sinomax Enterprises. Sinomax Enterprises is legally and beneficially
owned as to 37.5% by Chi Fan Holding Limited, which is owned as to 100% by The Frankie
Trust. The Frankie Trust is a discretionary family trust established by LAM Chi Fan as settlor
and Vistra Trust (BVI) Limited (“Vistra") acting as the trustee. The beneficiaries of The Frankie

Trust are LAM Chi Fan and his family members.

None of the share options granted to each of LAM Chi Fan, CHEUNG Tung, CHEN Feng,
LAM Fei Man and LAM Kam Cheung, each being an executive Director, under the pre-
IPO share option scheme of the Company conditionally adopted by the Company on |3
December 2013 and expired on 10 July 2014 ( the “Pre-IPO Share Option Scheme”) which
remained outstanding immediately before the lapse of the Pre-IPO Share Option Scheme on
10 July 2019 had been exercised. Each of LAM Chi Fan, CHEUNG Tung, CHEN Feng, LAM Fei
Man and LAM Kam Cheung, each being an executive Director, has been granted share options
to subscribe for 1,500,000, 1,500,000, 1,000,000, 1,000,000 and 1,000,000 Shares, respectively,
under the post-IPO share option scheme conditionally adopted by the Company on 4
March 2014 (the "Post-IPO Share Option Scheme”), all of which are still outstanding. Each
of WONG Chi Keung, LAM Sing Kwong Simon, FAN Chun Wah Andrew, ZHANG HWO
Jie and WU Tak Lung, each being the independent non-executive Director; has been granted
share options to subscribe for 300,000 Shares respectively, under the Post-IPO Share Option

Scheme.

)
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BTG (TR ]) B8 A1,750,002,0008 5t

s
=
FT

RERGBELABRCEME -EHANER
Chi Fan Holding Limited/% & & & @ #E537.5%
B2 MChi Fan Holding Limitedf Frankiefs
FLHEB 1009%H 45 © Frankiefs 55 JY MR LAY 3L
MEBEREET RELRMERTA M
Vistra Trust (BVI) Limited ([Vistra ] ) B35t
A e Frankiels SERI R 5 A AMEN RER K

BERBEARQRNR03FI2A 138 B EHFK
MAA014F7A10BER 2 B R AREEH
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Long positions in associated corporation — Sinomax Enterprises MHECEERF R —RHERE

Approximate

percentage of

Name of Director Nature of interest Number of shares shareholding "¢
Esfns EHEitE R4 8 E BORERDL 7
LAM Chi Fan Beneficiary of The Frankie Trust I5 37.5%
WRER FrankiefS FEH X 28 A

CHEUNG Tung Beneficiary of The Cheung's Family Trust 5 12.5%
R REKKEFENZ A

CHEN Feng Beneficiary of The Feng Chen’s Family Trust 5 12.5%
R XN ST IEE PN

Note: The above percentage is complied based on the total number of 40 shares of Sinomax fier: ElE D ERMN0I9FNASIBEHBL X

Enterprises in issue as at 31 December 2019, and the remaining |5 shares of Sinomax
Enterprises in issue is owned by The James' Family Holding Limited, which is owned as to
100% by The James' Family Trust. The James' Family Trust is a discretionary trust established by
CHEUNG Shui Ying, the mother of CHEUNG Tung, as settlor and Vistra acting as the trustee.

The beneficiaries of The James' Family Trust are CHEUNG Shui Ying and her family members.

BEITRGLHIORE Mk T ISREHE
BED BT B The James' Family Holding
Limited® & M The James' Family Holding
Limited JamesZK 1 {5 E % 5 1 00%## % © The
James' Family TrustJ35R 4% 2 &Rk K B 83 2 B
BlEd RRKRAVERTA MVistrah X
LA o The James' Family TrustH) 5 28 A A 3R 7K
ERHERIGHE

DIRECTORS’ RIGHT TO ACQUIRE SHARES EEZRERDIVER

Save as otherwise disclosed in this annual report, at no time during the Reporting Period, BRAEREEHRBEEIN  R{EEARE[

had any rights to acquire benefits by means of the acquisition of shares or debentures of the B EERErNEEgmEKEaiREsx

Company been granted to any Director or their respective spouse or children under |8 years ISHRIA T ZF B TR  AEEAKRAT

old, or had any such rights been exercised by them; or was the Company, its holding company s EEmELZ  BRENETEEAZ

or its subsidiaries a party to any arrangement to enable the Directors, or their respective ZEH mMART  EERARSEWE A

spouse or children under 18 years old, to acquire such rights in any other body corporate. AN EL2EIMNLZH BFESEHHERA
ZECBI8FA T 2 F LA R EAEA
BRESHZEN-
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 31 December 2019, the following persons (other than a Director or chief executive

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

recorded in the register maintained by the Company under Section 336 of the SFO were as

follows:

Long positions in Shares

Name of substantial Shareholders

Nature of interest

DIRECTORS' REPORT
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FERR 2 ER

/

R2019F12A3I8 - EBAL (FBERA
RAEERESTHAR) RRHHBBRG
B RBNRIEE S KR RDIE33604
FAFTENELMNERIABTT

R EFRE

Approximate
percentage of

Number of shares (" shareholding®

TERREB BA EEiHE ROBE O BOREFTDH

Sinomax Enterprises © Beneficial owner 1,275,906,000 (L) 7291%

ERBELRO EREAA

Chi Fan Holding Limited Interest of a controlled corporation 1,275,906,000 (L)@ 7291%
E 5B S

The James' Family Holding Limited Interest of a controlled corporation 1,275,906,000 (L)® 7291%
E 5B S

Vistra © Trustee of various trusts 275,906,000 (L) 7291%

ZEFFENHZTA

CHEUNG ShuiYing Founder of a discretionary trust 1,275,906,000 (L) 7291%

FRIKE B BEFERRLA

LI Ching Hau Interest of spouse 1,277,406,000 (L)® 72.99%

FTRE AiBHE s
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Notes:

The letter “L" denotes long position.

The percentage is compiled based on the total number of 1,750,002,000 Shares in issue as at
31 December 2019,

Sinomax Enterprises is legally owned as to 37.5%, 12.5%, 37.5% and 12.5% by Chi Fan Holding
Limited, Wing Yiu Investments Limited, The James" Family Holding Limited and Venture Win
Holdings Limited, respectively, and beneficially owned in the same proportion by The Frankie
Trust, The Cheung's Family Trust, The James' Family Trust and The Feng Chen’s Family Trust,

respectively.

These Shares are held by Sinomax Enterprises, which is legally owned as to 37.5% by Chi Fan
Holding Limited.

These Shares are held by Sinomax Enterprises, which is legally owned as to 37.5% by The

James' Family Holding Limited.

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

CHEN Feng and his family members.

These Shares are held by Sinomax Enterprises. Sinomax Enterprises is owned as to 37.5% by
The James' Family Holding Limited, which is owned as to 100% by The James' Family Trust. The
James' Family Trust is a discretionary trust established by Ms. CHEUNG Shui Ying as settlor and
Vistra acting as the trustee. The beneficiaries of The James’ Family Trust are Ms. CHEUNG Shui

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

Chi Fan is interested.

CONNECTED TRANSACTIONS

During the Reporting Period, the Group had continuing connected transactions and connected
transactions with certain connected persons, certain details of which have been disclosed
in the announcements of the Company dated |7 May 2019 and I8 November 2019.
Certain continuing connected transactions are exempt from one or more of the reporting,
announcement, shareholders" approval and annual review requirements for the purpose of

Chapter [4A of the Listing Rules.

The following are the continuing connected transactions and connected transactions of the
Group during the Reporting Period that are subject to the reporting and annual review
requirements but otherwise exempt from the shareholders” approval requirement pursuant to

Chapter [4A of the Listing Rules:

Continuing Connected Transactions

(i) Lease agreement between Dongguan Sinohome Limited* ( R = E# 5 & @ B IR
2} A]) (“Dongguan Sinohome”) and Dongguan Donglian Furniture Co., Ltd.* ( R
RHEEBRBRZA A) (“Dongguan Donglian”)

Dongguan Donglian is indirectly wholly-owned by Sinomax Enterprises, the controlling
Shareholder of the Company. Dongguan Donglian is therefore an associate of Sinomax

Enterprises and a connected person of the Company.

On 2 December 2013, Dongguan Sinohome, as tenant, entered into a lease agreement
(the “Lease Agreement of Dongguan Sinohome”) with Dongguan Donglian,
as landlord, for the lease of No. | Dajieling Road, Shahu Village, Tang Xia Town,
Dongguan,Guangdong Province, PRC (the “Dongguan Premises”) for a term of slightly
more than two years at a monthly rental of approximately RMB695,000.

DIRECTORS' REPORT
EEWRES

b BEREBFABLIOERHSAKLS
B RERBRME N ZRELLRES
RAEARERAREOEARARA DR
B

RBEHN AEERETHEALETR
BRERHRBER S HETHBERAA
A BB AR2019F5R 178 &2019F 11 A18H
HAMRRE - ETHEBEISH LMR
Bl4AEMERH 2 ET - BXZEBHR
D RRAERFEEZRTE

AT AAKERBEHARE LT I4AEE
BTHRIFEERRTE BERRRRYL
ERENHEREIFIRBERS:

() ZEAZEARERA A ([ REEESK
BRG] BREZRBERERAE ([RE
RE)zEHELE

RERBAXAARERRRERADL
XER2ERA - RERBAMNSE
HRECROBBEALRARANEE
Ate

RI3FENAE REBEEHXER
m(fEREMA) BRZRE (ERE
IREETREREREEEEYD
AN KRR ((REWE])TL
HEm® ((REEERERAREER
) AHBREAMF ARANHAR
#695,0007T °

BEEBEERART 209FEFRE

41



42

DIRECTORS' REPORT
EEWES

On 18 December 2015, Dongguan Sinohome entered into a renewal lease agreement
(the "Renewal Dongguan Lease Agreement”) with Dongguan Donglian for the lease
of Dongguan Premises for a term of three years at a monthly rental of approximately

RMBI.3 million after the expiry of the Lease Agreement of Dongguan Sinohome.

On 18 December 2018, Dongguan Sinohome entered into a renewal lease agreement
(the “2019-2021 Dongguan Lease Agreement”) with Dongguan Donglian for the lease
of Dongguan Premises for a term of three years at a monthly rental of approximately

RMB660,000 after the expiry of the Renewal Dongguan Lease Agreement.

Details of the terms of the 2019-2021 Dongguan Lease Agreement and the
transactions contemplated thereunder were set out in the announcement of the

Company dated |18 December 2018.

The annual cap determined by the Directors with respect to the maximum annual
amount of rental payable by the Group under the 2019-2021 Donngguan Lease
Agreement for each of the years ended 31 December 2019 and ending 31 December
2020 and 2021 was RMB7.92 million, respectively. The rental amount paid by the Group
to Dongguan Donglian pursuant to the 2019-2021 Dongguan Lease Agreement for
the year ended 31 December 2019 was approximately RMB7.92 million (equivalent to
approximately HK$8.98 million)
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(i)

Sale of foam products by Sinomax Trading and Studio Moderna S.A (“Studio
Moderna”)

Studio Moderna is the holding company of SMSA North America Holdings, LLC which
holds 48.69% equity interest in Dormeo, an indirect non-wholly owned subsidiary
of the Company. As a substantial shareholder of a subsidiary of the Company, Studio
Moderna is a connected person of the Company. Each subsidiary of Studio Moderna is

an associate of Studio Moderna and hence a connected person of the Company.

On 30 December 2016, Sinomax Trading entered into a renewed procurement
agreement (the “2017 Renewal Procurement Agreement’) with Studio Moderna to
govern the sale and purchase of polyurethane foams between Sinomax Trading and
Studio Moderna after the expiry of the procurement agreement entered into with
Studio Moderna in 2016 (the “Procurement Agreement’’). Parties to the Procurement
Agreement would, from time to time, agree to a price list setting out the price,
specifications and delivery schedule in respect of each type of foam products, which the

purchase orders must adhere to.

On 19 December 2017, Sinomax Trading and Studio Moderna entered into a renewed
procurement agreement (the “2018 Renewal Procurement Agreement’) in relation
to the continuing supply of foam products by the Group to Studio Moderna and its
subsidiaries for a term commencing from | January 2018 and ending on 3| December
2018.

On 17 May 2019, Sinomax Trading and Studio Moderna entered into a renewed
procurement agreement (the “2019-2020 Studio Moderna Procurement Agreement”)
in relation to the continuing supply of foam products by the Group to Studio Moderna
and its subsidiaries for a term commencing from | January 2019 and ending on 31

December 2020.

(i)
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(i)

Details of the terms of the 2017 Renewal Procurement Agreement, the 2018 Renewal
Procurement Agreement, 2019-2020 Studio Moderna Procurement Agreement and
the transactions contemplated thereunder were set out in the announcements of the
Company dated 30 December 2016, 6 January 2017, 19 December 2017 and |7 May
2019, respectively.

The annual cap determined by the Directors in respect of the annual maximum
aggregate value for such continuing connected transactions under the 2017 Renewal
Procurement Agreement, the 2018 Renewal Procurement Agreement and 2019-2020
Studio Moderna Procurement Agreement for each of the years ended 31 December
2017, 31 December 2018 and 3| December 2019 was USD30 million, respectively. The
total amount of sales to Studio Moderna pursuant to the 2019-2020 Studio Moderna
Procurement Agreement for the year ended 3| December 2019 was approximately

USD2.8 million (equivalent to approximately HK$21.8 million).

Sale of foams by the Company to Gu Jia Household Co., Limited* ( BZZ ER 5 H
R4 ) (“Gu Jia Household”)

Sinomax Kuka is an indirect non-wholly owned subsidiary of the Company and is
owned as to 40% by Gu Jia Household. As a substantial shareholder of a subsidiary
of the Company, Gu Jia Household is a connected person of the Company. As such,
each subsidiary of Gu Jia Household is an associate of Gu Jia Household and hence a

connected person of the Company.

Sinomax Group Limited 2019 Annual Report
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On 30 December 2016, Haining Sinomax Trading Co. Limited (“Haining Sinomax”)
and Sinomax Kuka entered into a procurement agreement (the “Original Haining
Procurement Agreement”) with Gu Jia Household and its subsidiaries to govern
the sale and purchase of polyurethane foams between Haining Sinomax, Sinomax
Kuka and Gu Jia Household and its subsidiaries, after the expiry of the procurement
agreement between, among others, Haining Sinomax and Gu Jia Household entered
into in 2015. On | November 2017, the Original Haining Procurement Agreement was
superseded by a revised procurement agreement (the “Revised Haining Procurement

Agreement”).

On 30 December 2016, Sinomax Zhejiang, an indirect wholly-owned subsidiary of
the Company, entered into a renewed procurement agreement (the “2017 Renewal
Zhejiang Procurement Agreement’) with Hangzhou Gu Jia Bedding Co,, Limited* (“Gu
Jia Bedding”) (F1MEEZKREABRAF]), a direct wholly-owned subsidiary of Gu Jia
Household, to govern the sale and purchase of polyurethane foams between Sinomax
Zhejiang and Gu Jia Bedding, after the expiry of the procurement agreement between

Sinomax Zhejiang and Gu Jia Bedding entered into in 2016.

On 19 December 2017, in view of the prospective expiry of the Original Haining
Procurement Agreement (as superseded by the Revised Haining Procurement
Agreement) and the 2017 Renewal Zhejiang Procurement Agreement on 3|
December 2017, the Company as supplier entered into a new procurement agreement
(the “2018-2020 Gu Jia Procurement Agreement”) with Gu Jia Household as
purchaser for the sale and purchase of polyurethane foams for the three financial years

commencing from | January 2018 and ending on 3| December 2020.

Details of the terms of the 2018-2020 Gu Jia Procurement Agreement and the
transactions contemplated thereunder were set out in the announcement of the

Company dated |19 December 2017.
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EERNIBFEFR20FERFEG
TEREERERINEERS LA
ETNEE LBRWTHR:

The annual caps determined by the Directors in respect of the annual maximum
aggregate value for such continuing connected transaction under the 2018-2020 Gu Jia

Procurement Agreement as follows:

For the year ended 3|1 December 2018
BE2018F12A3IHILFE

For the year ended 31 December 2019
BE019F12A31HLFE

For the year ending 31 December 2020
BZE2020F 12831 LFE

RMB305.8 million
ARHE3058H BT

RMB376.2 million
ARE3762BE T

RMB437.8 million
ARE478HET

The total amount of sales to Gu Jia Household pursuant to the 2018-2020 Gu Jia
Procurement Agreement for the year ended 31 December 2019 was approximately

RMB202.0 million (equivalent to approximately HK$229.1 million).

Pursuant to rule [4A55 of the Listing Rules, the independent non-executive Directors
have reviewed the above continuing connected transactions for the Reporting Period and

confirmed that the transactions had been entered into:

(@) inthe ordinary and usual course of the business of the Group;

(b)  on normal commercial terms; and

() in accordance with the relevant agreements governing them and on terms that are fair

and reasonable and in the interests of the Company and the Shareholders as a whole.

The Company's auditor was engaged to report on the Group's continuing connected
transactions in accordance with Hong Kong Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions Under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditor has issued the unqualified letters
containing the findings and conclusions in respect of the above continuing connected

transactions in accordance with Rule 14A.56 of the Listing Rules.

Copies of the auditor's letters had been provided by the Company to the Stock Exchange.
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Connected Transaction
(a)  Disposal of 51% equity interest in Chengdu Xingang

Chengdu Xingang is a company established in the PRC with limited liability and was
owned as to 51% and 49% by Sinomax Zhejiang and Mr. Liu Jiaming (“Mr. Liu"). Mr. Liu,
being a director of Chengdu Xingang and legally and beneficially owned 49% equity
interest in Chengdu Xingang, was a substantial shareholder of Chengdu Xingang and

was therefore a connected person of the Company.

On 15 November 2019, Sinomax Zhejiang entered into a share purchase agreement
(the “Share Purchase Agreement) with Mr. Liu, pursuant to which Sinomax Zhejiang
conditionally agreed to sell, and Mr Liu conditionally agreed to acquire, 51% equity
interest in Chengdu Xingang at the consideration of RMBI57,000,000 (equivalent
to approximately HK$176,891,000) (the “Consideration”) subject to the terms and

conditions therein.

Pursuant to the Share Purchase Agreement, upon completion, Mr Liu and Sinomax
Zhejiang shall enter into a share pledge agreement, pursuant to which 51% equity
interest in Chengdu Xingang shall be pledged by Mr Liu to Sinomax Zhejiang to
secure the payment of the Consideration in full by Mr Liu. The Group recorded a
gain on disposal of approximately HK$44.! million, being the difference between the

Consideration and the net asset value of Chengdu Xingang.

Details of the terms of the Share Purchase Agreement and the transactions
contemplated thereunder were set out in the announcement of the Company dated

|8 November 2019 and the circular of the Company dated 9 December 2019.
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Lease agreement between Sinomax Kuka and Zhejiang Puruimei Industry Co., Ltd.*

(HIBHEEXEERL ) (“Zhejiang Puruimei”)

Sinomax Kuka is an indirect non-wholly-owned subsidiary of the Company. Zhejiiang
Puruimei is indirectly wholly-owned by Mr. Qian Hong Xiang (“Mr. Qian"), who
is a director of several indirect non-wholly-owned subsidiaries of the Company,
namely, Trade Sincere Limited (‘Trade Sincere”) and Sinomax Kuka and a substantial
shareholder of Trade Sincere. Zhejiang Puruimei is therefore an associate of Mr. Qian

and a connected person of the Company.

On | January 2018, Sinomax Kuka entered into a lease agreement (the “Existing
Haining Lease Agreement”) with Zhejiang Puruimei for a fixed term commencing
from | January 2018 and ending on 31 December 2020 at a monthly rent (exclusive
of management fees and other outgoing charges and expenses) of RMB411,522.80
(equivalent to approximately HK$452,675.08), subject to an increase at the rate of 5%

annually.

On 15 November 2019, Sinomax Kuka entered into a supplemental lease agreement
(the "Supplemental Haining Lease Agreement”) with Zhejiang Puruimei, pursuant
to which Zhejiang Purimei agreed to lease to Sinomax Kuka: (i) the second floor of
a certain building situated on the parcel of land situated at No. 99, Qi Chao Road,
Haining Agriculture Foreign Integrated Development Area, Zheijiang, the PRC* (/2
WIEBEREHIMZEFNERUEKIR) (the "Land”) with an aggregate area
of approximately 2,706 sq.m. for a fixed term commencing from 16 November 2019
to 30 August 2020; and (i) certain buildings and warehouses situated on the Land with
an aggregate area of approximately 6,469 sq.m. for a fixed term commencing from 16
November 2019 to 3| December 2020, at a monthly rent (exclusive of management
fees and other outgoing charges and expenses) of RMB48,302.10 (equivalent to
approximately HK$53,132.31) and RMBI149,242.88 (equivalent to approximately
HK$164,167.17), respectively.
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Pursuant to Rule [4A81 of the Listing Rules, since the Existing Haining Lease
Agreement and the Supplemental Haining Lease Agreement are related in substance
and entered into between the same parties, the Existing Haining Lease Agreement and
the Supplemental Haining Lease Agreement shall be aggregated as if they were one

transaction.

Furthermore, pursuant to HKFRS 16, leases shall be recognised as right-of-use assets
in the Group's consolidated statement of financial position for the accounting period
on or after | January 2019. Accordingly, the entering into of the Existing Haining Lease
Agreement and the Supplemental Haining Lease Agreement by the Group shall be
regarded as an one-off acquisition of assets of the Group under Rule 14A.24(1) of the
Listing Rules.

Details of the terms of the Existing Haining Lease Agreement and the Supplemental
Lease Agreement and the transactions contemplated thereunder were set out in the

announcement of the Company dated |8 November 2019.

In the opinion of the Board, the Company has complied with the requirements under
Chapter [4A of the Listing Rules in respect of all the continuing connected transactions and
connected transaction entered into by the Group during the Reporting Period and all of the
above continuing connected transactions and connected transaction were entered into in the

manners stated above.
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BUSINESS REVIEW

A fair review of the business of the Group and an analysis of the Group financial performance
for the Reporting Period using financial key performance indicators can be found in the
“Financial Highlights” and “Management Discussion and Analysis" sections on pages 6 to 7

and pages 10 to 20 of this annual report respectively.

Environmental Policy and Performance

In conducting the business, the Group's objective is to minimize the adverse effects of
its operations on the environment. In addition, in order to comply with the applicable
environmental protection laws, the Group has established an environmental management
system in its operations in accordance with ISO 14001:2004 international standards and
obtained ISO 14001 certification. The environmental management system will be reviewed
from time to time in order to reduce risks related to environmental issues. The Group has
complied with a number of PRC environmental protection laws in connection with water
pollutants, air pollutants, solid waste pollutants, as well as noise pollution generated from its
manufacturing operations. During the Reporting Period, the Group was in compliance with the
applicable PRC laws and regulations on environmental laws and was not subject to any fines or
legal action resulting from incidents of non-compliance with any applicable PRC environmental
regulations, nor was there any threatened or pending action by any PRC environmental

regulatory authority.

Other green initiatives and measures have been adopted by the Group to control the use of
energy and resources in the production, business operation and management activities so as to
achieve economic benefit. Such initiatives include reducing manufacturing wastes by using scrap
foams to produce pillows and mattresses, reducing electricity consumption by using the LED
lightings and by using the diesel hot water system operated by solar energy, recycling of used

papers, creating a paperless work environment and promoting water saving practices.
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Compliance with Relevant Laws and Regulations

During the Reporting Period, as far as the Company is aware, there was no material breach
of or non-compliance with applicable laws and regulations by the Group that has a significant

impact on the business and operations of the Group.

Relationship with Employees, Suppliers, Customers, and other Stakeholders

Details of the Group's relationship with employees, suppliers, customers and other
stakeholders are set out in the Environmental, Social and Governance Report on pages 84 to

132 of this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

() Risk of customer concentration

Sales to the Group's top five customers accounted for approximately 32.3% (FY2018:
35.8%) of the Group's total revenue, with one customer in the Group's export sales
segment accounted for approximately 12.19% (FY2018: 13.8%) of the Group’s total

revenue.

The Group has not entered into any long-term agreements with these top five
customers. Their purchases are on an order-by-order basis. The Group cannot assure
that it will be able to maintain stable relationships with its key customers. A substantial
decrease of purchases could adversely affect product sales, financial condition and

results of operations of the Group.
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The Group will continue to diversify its customer portfolio by actively searching for
new customers and seeking opportunities for strategic acquisition in order to capture

more customers in different markets.

Risk of changing in the economic conditions

To manage the risk of economic fluctuation in the world, the Group is trying to
diversify its investment geographically. In particular, the Group's factories in the US and

Vietnam have started operations and are expected to generate profit in the future.

Risk of deterioration in the value of the Group brands

The Group is dependent on the goodwill in its brands for the continued success and
growth of its business. In particular, the Group relies on sales of its “Sinomax” branded
products in Hong Kong and the PRC, and products under other brands owned by or
licensed to it in other territories. Adverse publicity or regulatory or legal action against
the Group could damage the reputation and brand images of and discourage long-term

demand for the Group's products.

The Group continues to adopt its strategy to promote its brand names through
different marketing schemes. The Group also uses multi brands strategy to promote

"o

more brands like “Zeosleep”, "PureLUX", "Dream Serenity”, “ComforZen",
“Customizer”, "Spa Supreme” and “Tung Ah" so as to reduce the risk and

deterioration of a particular brand.
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Risk of volatility in the pricing of raw materials

The Group is exposed to commodity price risks resulting from fluctuation of prices
of chemicals including polypropylene glycol and toluene diisocyanate, which are the
principal raw materials for the production of polyurethane foams. The Group has not
entered into any long-term agreement with any of its raw materials suppliers, nor has
it entered into any hedging arrangements or transactions to reduce the exposure to

fluctuations in raw materials costs.

The Group implements a cost-plus pricing policy in the segments of export sales and
polyurethane foam sales. Price quotations for orders are negotiated in an order-by-
order basis. In determining the product prices, the Group usually takes into account of
various factors such as production costs (including costs of raw materials), production
cycle, transportation costs, product types and specification, market price and global

economic conditions.

Risk of legal, regulatory and compliance

The Group's business is subject to Hong Kong, PRC, Vietnam and US laws and
regulations. Any failure to comply with laws and regulations could result in legal
proceedings and expose us the civil and/or criminal liabilities. The long term
development of our business largely depends on a steady legal environment.
Unanticipated changes in policies and regulatory practices may adversely affect our
business. The Group will continue to manage and ensure the highest compliance

standard with first-rate independent legal services.
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PROSPECTS

A description of the likely future development in the Group's business is provided in the

“Management Discussion and Analysis” section on pages 10 to 20 of this annual report.

SHARE OPTION SCHEMES

The Pre-IPO Share Option Scheme

On 13 December 2013, the Pre-IPO Share Option Scheme which complies with the
requirements of Chapter |7 of the Listing Rules was adopted by the Shareholders.

The Pre-IPO Share Option Scheme is a share incentive scheme and is established to
recognise and acknowledge the contributions that the eligible participants under the

scheme have or may have made to the Company.

The eligible participants include any full-time or part-time employees, executives or
officers (including executive, non-executive and independent non-executive directors)
of the Company or any of its subsidiaries and any suppliers, customers, consultants,
agents and advisers who, in the opinion of the Directors, will contribute or have

contributed to the Company and/or any of its subsidiaries.

Upon acceptance of the share option, the grantee shall pay HK$| to the Company by

way of consideration for the grant.
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On 13 December 2013, the Company was authorised to grant share options to 40
eligible participants to subscribe for an aggregate of 34,918,000 Shares under the Pre-
IPO Share Option Scheme. In February 2014, the Company granted share options to
|37 eligible participants to subscribe for an aggregate of 34,903,000 Shares.

The subscription price of a share in respect of any particular share option offered
under the Pre-IPO Share Option Scheme shall be a price representing 30% discount to
the Offer Price (as defined in the Prospectus).

The share options granted to each grantee under the Pre-IPO Share Option Scheme
shall be vested equally in five tranches commencing on the Listing Date and on each of
the first, second, third and fourth anniversary of the Listing Date. The grantees to whom
a share option has been granted under the Pre-IPO Share Option Scheme will be
entitled to exercise the share option any time after the share option has been vested
but in any event on or before the date falling on the fifth anniversary of the Listing
Date. The share options granted under the Pre-IPO Share Option Scheme are not
transferable and share options not exercised within the exercise period will lapse and

cease to be of further effect.

The Pre-IPO Share Option Scheme expired on 10 July 2014 and ceased to have effect
after 10 July 2014. All share options granted under the Pre-IPO Share Option Scheme
lapsed on 10 July 2019, being the fifth anniversary of the Listing Date and are no longer

valid nor exercisable.
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The following tables disclose details of movements of share options granted under the

Pre-IPO Share Option Scheme:

TRRERESRABEENBRE
HEEHOBRESDEE

Outstanding Granted Lapsed Exercised  Outstanding
Exercise asat during the during the during the asat
price | Jan Reporting Reporting Reporting 31 Dec
Grantee Date of grant Vesting period Exercisable period per Share 2019 Period Period Period 2019
R2019% #2019%
533 IR REEHEA RESHR  REEHRA 128318
ARA REAH FRE fixcd: TRE HROE B %% 8 HATR
LAM Chi Fan (Chaiman) 10 Feb 2014 10 Feb 2014 10ul 2014 10 ul 2014 - 10 Jul 2019 074 1,330,000 ~ (1330000 - 0
WER(EEXR) W4FE2R108 014F218108 - 014578108 -
0144678108 201978108
10 Feb 2014 10 Feb 2014 10ul 2015 10 ul 2015 - 10 Jul 2019 074 1,330,000 ~ (1330000 - 0
WI4FR108 2014828108~ WI557R108 -
015%78108 201978108
10 Feb 2014 10 Feb 2014 10ul 2016 10 ul 2016 - 10 Jul 2019 074 1,330,000 ~ (1,330000) - 0
WI4ER10B 2014828108~ WI6ETAI08 -
W016%7R108 01978108
10 Feb 2014 10 Feb 2014 10ul 2017 10 ul 2017~ 10 Jul 2019 074 1,330,000 ~ (1330000 - 0
WI4FA108  2014F28108~ WI757R108 -
2017478108 01978108
10 Feb 2014 10 Feb 2014 10ul 2018 10 ul 2018 - 10 Jul 2019 074 1,330,000 ~ (1330000) - 0
WI4FR108 014828108~ WI857R108 -
018%7R108 201978108
CHEUNG Tung (Presicent) 10 Feb 2014 10 Feb 2014 10Jul 2014 10 ul 2014 - 10 Jul 2019 074 1275240 — (1275240) - 0
KR (##) W4FER108 014F21810B - 014578108 -
0144678108 01978108
10 Feb 2014 10 Feb 2014 10ul 2015 10 ul 2015 - 10 Jul 2019 074 1275240 — (1275240) - 0
WI4FR108 014828108~ WI557R108 -
2015%7R108 01978108
10 Feb 2014 10 Feb 2014~ 10ul 2016 10 ul 2016 - 10 Jul 2019 074 1275240 - (127540) = 0
01428108 2014828108 WI6E7R108 -
W16%F7R108 01978108
10 Feb 2014 10 Feb 2014 10ul 2017 10 ul 2017 - 10 Jul 2019 074 1275240 - (127540) = 0
W0I14F2R108  2014F28108- 2017578108 -
2017478108 01978108
10 Feb 2014 10 Feb 2014 10ul 2018 10 ul 2018 - 10 Jul 2019 074 1275240 - (127540) = 0
01428108 2014F28108— W0I8F7R108—
2018%7R108 01978108
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Outstanding Granted Lapsed Exercised  Outstanding
Exercise asat during the during the during the asat
price [ Jan Reporting Reporting Reporting 31 Dec
Grantee Date of grant Vesting period Exercisable period per Share 2019 Period Period Period 2019
#0195 Bo019%
Bk 1B REESR  REEHR  REEER 128318
ARA REAH FEH figid ] THE  HRTE B P g HAGE
CHEN Feng 10 Feb 2014 10 Feb 2014 10Jul 2014 10]ul 2014 - 10 Jul 2019 074 610000 - (610000) - 0
R W4FLR108 014528108 - WI457R108 -
20144677108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2015 10]ul 2015 - 10 Jul 2019 074 610000 - (610000) - 0
W4FLR10B 014528108 - WI557R108 -
2015%7R108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2016 10 ]ul 2016 - 10 Jul 2019 074 610000 - (610000) - 0
W4FLR108 014528108 WI657R108 -
2016%67R108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2017 10]ul 2017 - 10 Jul 2019 074 610000 - (610000) - 0
W4FLR108 014528108 - WI757R108 -
017474108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2018 10 ]ul 2018 - 10 Jul 2019 074 610000 - (610000) - 0
W4FLR10B 014528108 - WI8%57A108 -
018%7A108 01967A108
LAM Kam Cheung 10 Feb 2014 10 Feb 2014 10Jul 2014 10 ul 2014 - 10 Jul 2019 074 400,000 - (400000) - 0
R WHER108 014E28108 - WI4ETA108 -
20144677108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2015 10]ul 2015 - 10 Jul 2019 074 400000 - (400000) - 0
W4FLR108 014528108 - WI557A108 -
2015%7A108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2016 10 ul 2016 - 10 Jul 2019 074 400000 - (400,000) - 0
W4FLR10B 014528108 - WI657A10H -
W016%67A108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2017 10]ul 2017 - 10 Jul 2019 074 400000 = (400000) = 0
W4FLR10B 014528108 - WI7%57R108 -
017474108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2018 10 ]ul 2018 - 10 Jul 2019 074 400000 = (400,000) = 0
W4FLR108 014528108 - WI8%57R10H -
018%7A108 201967A108

BHREBERAAF
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Outstanding Granted Lapsed Exercised  Outstanding
Exercise asat during the during the during the asat
price [ Jan Reporting Reporting Reporting 31 Dec
Grantee Date of grant Vesting period Exercisable period per Share 2019 Period Period Period 2019
#0195 Bo019%
Bk 1B REESR  REEHR  REEER 128318
ARA BRAAH 5EH figid ] THE  HRTE B P g HAGE
LAM Fei Man 10 Feb 2014 10 Feb 2014 10Jul 2014 10]ul 2014 - 10 Jul 2019 074 430000 - (430000) - 0
hEE W4ELRI0B 2014528108 - WI457R108 -
20144677108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2015 10]ul 2015 - 10 Jul 2019 074 430000 - (430000) - 0
W4FLR10B 014528108 - WI557R108 -
2015%7R108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2016 10 ]ul 2016 - 10 Jul 2019 074 430,000 - (430000) - 0
W4FLR108 014528108 WI657R108 -
2016%67R108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2017 10]ul 2017 - 10 Jul 2019 074 430000 - (430000) - 0
W4FLR108 014528108 - WI757R108 -
017474108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2018 10 ]ul 2018 - 10 Jul 2019 074 430000 - (430000) - 0
W4FLR10B 014528108 - WI8%57A108 -
018%7A108 01967A108
Other employees 10 Feb 2014 10 Feb 2014 10Jul 2014 10 ul 2014~ 10 Jul 2019 074 2439860 - (2439860) - 0
(in aggregate) WAELRI0B  014F28108 - WI4ETR108 -
EwEE (A1) 2014577108 2019574108
10 Feb 2014 10 Feb 2014 10Jul 2015 10]ul 2015 - 10 Jul 2019 074 2441860 —(2441860) - 0
W4FLR108 014528108 - WI5%57A108 -
2015%7A108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2016 10 ul 2016 - 10 Jul 2019 074 2441860 - (2441860) - 0
W4FLR108 014528108 W1657A108 -
W016%§7A108 01967A108
10 Feb 2014 10 Feb 2014 10Jul 2017 10 ul 2017 - 10 Jul 2019 074 2441860 - (2441860) = 0
W4F2R108 014528108 WI7%57R108 -
2017474108 019%7A108
10 Feb 2014 10 Feb 2014 10Jul 2018 10 ]ul 2018 - 10 Jul 2019 074 2441860 —(2441860) = 0
W4F2R108 014528108 WI857A10H -
2018474108 201967A108
Total 32433500 - (32433500) = 0
b
Number of share options 0

exercisable at

31 December 2019
R019%F 128318

ATEERESE
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Notes:

(@ 79 eligble participants (FY2018: 17), who have been granted share options, have
ceased to become eligible participants upon termination of employment during the

Reporting Period and the said share options have automatically lapsed.

(b)  Other details of the Pre-IPO Share Option Scheme are set out in note 36 to the

consolidated financial statements.

The Post-IPO Share Option Scheme

On 4 March 2014, the Post-IPO Share Option Scheme was conditionally adopted by
the Shareholders.

The purpose of the Post-IPO Share Option Scheme is to provide incentive or reward
to eligble participants with an opportunity to acquire the equity interests in the
Company, for their contributions to, and continuing efforts to promote the interest of
the Group or for such other purposes as the board of directors of the Company may
approve from time to time, linking their interests with the interests of the Group and
thereby attracting and encouraging those parties to work better for the interests of the

Group.

The eligible participants include any full-time or part-time employees, executives or
officers (including executive, non-executive and independent non-executive directors)
of the Company or any of its subsidiaries and any suppliers, customers, consultants,
agents and advisers who, in the sole opinion of the directors of the Company, will

contribute or have contributed to the Company and/or any of its subsidiaries.
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On 26 January 2017 (the "Date of Grant”), the Company granted a total of

30,800,000 share options to 58 eligible participants, representing approximately |.76%
of the 1,750,002,000 shares in issue as at the Date of Grant. All 30,800,000 share

options are valid for a period of 5 years commencing from the relevant vesting date.

Each option granted under the Post-IPO Share Option Scheme shall entitle the grantee

to subscribe for one share upon exercise of such option at a subscription price of
HK$0.69 per share.

The following tables disclose details of movements of share options granted under the

Post-IPO Share Option Scheme:

R2017F 1 A268 (BB RB]) &
NAEIASBEAERSAERHEAHR
30,800,00017 B AR # - (G A B E 8%
71,750,002,0008% B% 15 #71.76% ° FT &
30,800,00017 fE A i B AR S 55 B H HA R
BRESF - S BERAREERBERE
BT AR AERITE T TR 2 8 AR s 1A
FRRM0OBTHNREERE R

1/'\ °

TREBREERANBERBRE
HEE N REE B

Outstanding Granted Lapsed Exercised  Outstanding

Exercise asat during the during the during the asat

price per | Jan Reporting Reporting Reporting 31 Dec

Grantee Date of Grant Vesting Period Exercisable period Share 2019 Period Period Period 2019

R2019% #2019%

IR REEHEA RESHR  REEHRA 128318

ARA REAH FRE fixcd: BRITEE  HAAR B P34 8 HATR

LAM Chi Fan (Chairman) 26 Jan 2017 26Jan 2017 -26 Jan 2018 27 Jan 2018 - 26 Jan 2022 069 750,000 - - - 750,000
WEL(ZE) WI7EIABE  0I7FIFwE- 018F 1 R27A -
2018%1 A26A 202261 A26A

26 Jan 2017 26Jan 2017 =26 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 750,000 - - - 750,000
WI7FEIA2%A 0171 AR~ WI9F I A278 -
2019%1 A26H 202261 A26A

CHEUNG Tung (Presicent) 26 Jan 2017 26Jan 2017 -26 Jan 2018 27 Jan 2018 - 26 Jan 2022 069 750,000 - - - 750,000
KR (##) WI7EIABE  017FIFwE- 018F1R27A -
2018%1 A26A 202261 R26A

26 Jan 2017 26Jan 2017 =26 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 750,000 = = = 750,000
WI7FEIR2%A 01781 AR~ WI195 1 A27A -
2019%1 A26A 202261 R26A

CHEN Feng 26 Jan 2017 26Jan 2017 -26Jan 2018 27 Jan 2018 - 26 Jan 2022 069 500,000 = = = 500,000
3 WIEIAWA  WI7EIAE- 01851 278 -
2018%1 A26A 202261 A26A

26 Jan 2017 26Jan 2017 -26Jan 2019 27 Jan 2019 - 26 Jan 2022 069 500,000 = = = 500,000
WI7EIR2%A 0171 F26A~ WI9EIA27A -
2019%1 A26A 2020261 A26A

LAM Kam Cheung 26 Jan 2017 26Jan 2017 -26Jan 2018 27 Jan 2018 - 26 Jan 2022 069 500,000 = = = 500,000
iR WI7EIAWA  WI7EIAwE- 01851 278 -
2018%1 A26A 202261 R26H

26 Jan 2017 26Jan 2017 =26 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 500,000 = = = 500,000
WI7FEIR2%A  017F1R26A~ W95 1 A27A -
2019%1 A26A 202261 R26A
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Outstanding Granted Lapsed Exercised  Outstanding

Exercise asat during the during the during the asat

price per [ Jan Reporting Reporting Reporting 31 Dec

Grantee Date of Grant Vesting Period Exercisable period Share 2019 Period Period Period 2019

20195 Bo019%

1B REESR  REEHR  REEER 128318

ARA REAH FEH figid ] ROFE  HATE B P g HAGE

LAM Fei Man 26 Jan 2017 26Jan 2017 =26 Jan 2018 27 Jan 2018 - 26 Jan 2022 069 500,000 - - - 500,000
hEE WITEIAWE  017F1 A28 - 01851 A278 -
2018%1 A26H 202261 A26R

26 Jan 2017 26Jan 2017 =26 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 500,000 - - - 500,000
WITEIRWA  W0I75EIA6E- W19 1 A7 -
2019%1 A26H 202261 A26R

WONG Chi Keung 26 Jan 2017 26Jan 2017 -26Jan 2018 27 Jan 2018 - 26 Jan 2022 069 150,000 - - - 150,000
TER WIEIRWA  WI7TEIAWE- WI8% 1 A278 -
2018%1 A26A 202261 A26R

26 Jan 2017 26Jan 2017 =26 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 150,000 - - - 150,000
WI7EIA2%E 0171 R6A- W19 A7 -
WI9F1F2A 2002F 1 f26A

LAM Sing Kwong Simon 26 Jan 2017 26Jan 2017 =26 Jan 2018 27 Jan 2018 - 26 Jan 2022 069 150,000 - - - 150,000
Ep WITEIAWE  017F1 A28 - WI8% 1 A277H -
2018%1 A26H 202261 A26R

26 Jan 2017 26Jan 2017 =26 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 150,000 - - - 150,000
WI7EIA2%A 017F1R6A- 01951 A2778 -
2019%1 A26A 202261 A26R

FAN Chun Wah, Andrew,JP 26 Jan 2017 26Jan 2017 -26Jan 2018 27 Jan 2018 26 Jan 2022 069 150,000 - - - 150,000
BREATHL WIEIAWA  WI7TEIAWE- WI8% A7 -
WI8F 1 F2A 200F 1 A26A

26 Jan 2017 26Jan 2017 =26 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 150,000 - - - 150,000
WITEIRWA  W0I7EIA16E- 01951 A7 -
2019%1 A26A 202261 A26R

ZHANG HWO Jie 26 Jan 2017 26Jan 2017-26Jan 2018 27 Jan 2018 26 Jan 2022 069 150,000 = = = 150,000
B3 WI7EIA2%A 017F1R6A- W018% A7 -
2018%1 A26H 202261 A26R

26 Jan 2017 26Jan 2017 -26Jan 2019 27 Jan 2019 - 26 Jan 2022 069 150,000 = = = 150,000
WI7EIA2%A 017F1R6A- 01951 A278 -
2019%1 A26R 202261 A26R

WU Tak Lung 26 Jan 2017 26Jan 2017 -26Jan 2018 27 Jan 2018 - 26 Jan 2022 069 150,000 = = = 150,000
REEE WITEIAWE  017F1 A28 - WI8% A7 -
2018%1 A26A 202261 A26R

26 Jan 2017 26Jan 2017 -26Jan 2019 27 Jan 2019 - 26 Jan 2022 069 150,000 = = = 150,000
WI7EIA2%A 017F1R6A- 0191 A7 -
2019%1 A26H 202261 A26R
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Outstanding Granted Lapsed Exercised  Outstanding
Exercise asat during the during the during the asat
price per [ Jan Reporting Reporting Reporting 31 Dec
Grantee Date of Grant Vesting Period Exercisable period Share 2019 Period Period Period 2019
R2019% 20195
IBIB REEHR REEHA REEEA 128318
ARA R BH BEH TS BRTEE  HATE Rit 3 e HATE
Other employees 26Jan 2017 26Jan 201726 Jan 2018 27 Jan 2018 - 26 Jan 2022 069 9,600,000 - (800,000) - 8,800,000
(in aggregate) WITEIRWA  WI7EIA6E- 01851 278 -
AfER (A4) 201851 A268 02291 A268
26Jan 2017 26Jan 201726 Jan 2019 27 Jan 2019 - 26 Jan 2022 069 9,600,000 - (800,000) - 8,800,000
WI7EIAWAE  W0I7FIAWA- 0I9F1 A278 -
201951 A26H 00251 A26H
Total 26,700,000 - (1,600,000 - 25100000
&t
Number of share options 25,100,000
exercisable at 31
December 2019
R019F 128318
ATERREHE
Note: Logs

Other details of the Post-IPO Share Option Scheme are set out in note 36 to the condensed

consolidated financial statements.

PRE-EMPTIVE RIGHTS

The articles of association of the Company and the Companies Law (2013 Revision) of the

Cayman Islands do not entitle any Shareholder to any pre-emptive right or other similar rights

to subscribe for the Shares.

PURCHASE, SALES OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any Shares

during the year ended 31 December 2019.
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RELATED PARTY TRANSACTIONS

Details of the significant related party transactions undertaken by the Group during the
Reporting Period are set out in note 44 to the consolidated financial statements. Other
than those transactions disclosed in the paragraph headed “Connected Transactions”
above, these related party transactions either did not constitute connected transaction/
continuing connected transactions or constituted connected transaction/continuing connected
transactions that were exempted from all disclosure and independent Shareholders' approval

requirement under Chapter |4A of the Listing Rules.

MAJOR SUPPLIERS AND CUSTOMERS

During the Reporting Period, the aggregate purchases from the Group's five largest suppliers
was approximately 33.4% of the Group's total purchases. The Group's largest supplier
accounted for approximately 10.9% of the Group's total purchases. The average length of

relationship with the Group's five largest suppliers was approximately 0.6 years.

During the Reporting Period, the aggregate sales to the Group's five largest customers was
approximately 32.3% of the Group's total revenue. The Group's largest customer accounted
for approximately 12.1% of the Group's total revenue. The average length of relationship with

the Group's five largest customers was approximately 6.3 years.

None of the Directors or any of their close associates or any Shareholder (which to the
knowledge of the Directors own more than 5% of the issued shares of the Company) had
a beneficial interest in the Group's five largest customers or suppliers during the Reporting

Period.

PROFESSIONAL TAX ADVICE

If any Shareholders has any doubt about the taxation implication of purchasing, holding,
disposing of, dealing in, or exercise of any rights in relation to the shares, they are advised to

consult their own professional advisers.

CORPORATE GOVERNANCE

The principal corporate governance practices adopted by the Company are set out in the

Corporate Governance Report on pages 65 to 83 of this annual report.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and to the knowledge of the
Directors, at least 25% of the Company's total issued share capital, the prescribed minimum
percentage of public float approved by the Stock Exchange and permitted under the Listing
Rules, are held by the public at all times during the Reporting Period and up to the date of this

annual report.

AUDITOR

The Group's consolidated financial statements have been audited by Messrs. Deloitte Touche
Tohmatsu, Certified Public Accountants, who will retire and offer itself for re-appointment
at the forthcoming AGM. A resolution will be submitted to the AGM to re-appoint Messrs.

Deloitte Touche Tohmatsu as auditor of the Company.

AUDIT COMMITTEE

The audited consolidated financial statements for the Reporting Period have been reviewed by

the audit committee of the Company.

This annual report is signed for and on behalf of the Board.

Lam Chi Fan

Chairman

Hong Kong, 24 April 2020
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate governance to
safeguard the interests of its Shareholders and to enhance corporate value and accountability.
The Board believes that good corporate governance provides a framework that is essential for
effective management and healthy corporate culture, thereby earning the confidence of the

Shareholders and the public.

The Company has adopted the code provisions as set out in the Corporate Governance
Code (the "CG Code") contained in Appendix |4 to the Listing Rules as its own code of
corporate governance. The Company had met the applicable code provisions set out in the

CG Code during the Reporting Period.

The Board will continue to monitor and review the Company's corporate governance

practices to ensure compliance with the CG Code.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct for the Directors and relevant employees, who
are likely to possess inside information of the Company, in their dealings in the Company's
securities. The code of conduct are on terms no less exacting than the required standard set
out in the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model

Code") contained in Appendix 10 to the Listing Rules..

The Company has made specific enquiry of all Directors and all Directors confirmed that they
had complied with the required standard set out in the Model Code during the Reporting

Period.

BOARD OF DIRECTORS

Board composition

The Board currently comprises ten Directors, with five executive Directors and five
Independent non-executive Directors. The Directors during the Reporting Period and up to

the date of this report were as follows:
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Executive Directors Lam Chi Fan (Chairman)
Cheung Tung (President)
Chen Feng

Lam Kam Cheung

Lam Fei Man

Independent
Non-executive
Directors Wong Chi Keung

Lam Sing Kwong, Simon

Fan Chun Wah, Andrew, ). P

Zhang Hwo Jie

WuTak Lung

The Board has a balance of skills and experience appropriate for the Company's business.
The independence of the Independent Non-executive Directors is assessed according to the
relevant rules and requirements under the Listing Rules. The Company requests the Directors
to disclose annually to the Company the number and nature of office held in public companies

or organizations and other significant commitments with an indication of time involved.

Board Diversity Policy

Pursuant to Rule 13.92 of the Listing Rules, the Board has adopted a board diversity policy
concerning the diversity of Board members. The board diversity policy outlines the factors
to be considered when deciding on the appointments of members to the Board and the
continuation of those appointments. These factors include but are not limited to gender; age,
cultural and educational background, ethnicity, professional experience, skills, knowledge, length
of service and any other factors that the Board may consider relevant and applicable from

time to time.
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Relationship between Board members

- Mr. Lam Chi Fan, the Chairman and an executive Director; is the uncle of Mr. Cheung
Tung, the President and an executive Director and a cousin of Ms. Lam Fei Man, an

executive Director;

- Mr. Cheung Tung, is a nephew of Ms. Lam Fei Man;

- Mr. Chen Feng, an executive Director; is a cousin of the mother of Ms. Lam Fei Man, an

executive Director; and

- Ms. Lam Fei Man is a cousin of Mr. Lam Chi Fan, the Chairman of the Board and an
executive Director; the daughter of a cousin of Mr. Chen Feng, an executive Director;

and an aunt of Mr. Cheung Tung, the President and an executive Director:

Save as disclosed above, there are no financial, business, family or other material relationships

among members of the Board.

Responsibilities, accountabilities and contributions of the Board and management

The Board is responsible and has general power for the management and conduct of the
business of the Group. The Board oversees the businesses, strategic decisions and performance
of the Group and is collectively responsible for promoting the success of the Company by
directing and supervising its affairs. The Board also makes decisions on matters relating to
strategies and budgets, financial information, appointment and re-appointment of Directors,
dividend, adoption of accounting policies and other matters of operational significance to the

Company.

The Board delegates day-to-day management and operations functions of the Company
to Board committees and senior management of the Company with clear directions and
authority framework. The Board will review periodically the delegation given to management

to ensure that they are appropriate and continue to be beneficial to the Group as a whole.

The Board has delegated specific roles and responsibilities to the Company's audit committee,
corporate governance committee, remuneration committee and nomination committee.

Details of these committees are set out on pages 71 to 77 of this report.
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Chairman and President

Mr. Lam Chi Fan is the Chairman of the Board. Mr: Lam is responsible for the formulation of

the overall business strategies and business planning of the Group.

Mr. Cheung Tung is the President (equivalent to the role of a chief executive) of the Company.
Mr. Cheung is responsible for the overall management of the day-to-day operations of the

Group.

Mr. Lam Chi Fan is the uncle of Mr. Cheung Tung. However, there is a clear distinction between

the Chairman'’s responsibility and the President’s responsibility.

Independent non-executive Directors

The Company currently has five independent non-executive Directors, representing more than
one-third of the members of the Board, who are persons of high caliber with appropriate
professional qualifications or accounting or related financial management expertise. The
independent non-executive Directors bring a diversified range of expertise and provide checks

and balances of safeguarding the interests of Shareholders and the Group as a whole.

Each of Mr.Wong Chi Keung, Professor Lam Sing Kwong, Simon, Mr. Fan Chun Wah, Andrew,
JP, Mr. Zhang Hwo Jie and Mr. Wu Tak Lung has entered into a service contract with the

Company for a term of three years commenced from || July 2017, respectively.

The Company has received from all independent non-executive Directors their confirmation
of independence pursuant to the independence guidelines set out in Rule 3.13 of the Listing
Rules. The Company is of the view that all independent non-executive Directors have met the

independence guidelines and are independent.
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Board meetings

The Board meets at least four times a year and a tentative schedule for regular Board meetings
for each year is provided to Directors prior to the beginning of each calendar year. Between
scheduled regular Board meetings, Directors may approve various matters by way of passing
written resolutions. Additional Board meetings may be arranged if required. At least 14 days’
notice of a regular Board meeting shall be given and the Company aims at sending the agenda

and the accompanying board papers to Directors at a reasonable time before the intended

date of a Board meeting.

During the Reporting Period, the Board held four meetings and the Company held one

general meeting.

Board minutes are kept by the company secretary of the Company and are open for

inspection by the Directors.

The attendance records of the Directors at the Board meetings held during the Reporting

Period are set out as follows:
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Meetings attended

Name of Directors EEpE HEERRE
Executive Directors BITES

Lam Chi Fan HEN 4/4
Cheung Tung SRR 4/4
Chen Feng FR A 4/4
Lam Kam Cheung ERAE 4/4
Lam Fei Man HEE 4/4
Independent non-executive Directors VEPTES

Wong Chi Keung T 4/4
Lam Sing Kwong, Simon A 4/4
Fan Chun Wah, Andrew, J.P BHREANTHL 4/4
Zhang Hwo Jie R 4/4
Wu Tak Lung RiBRE 4/4
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Accountability and Audit

The Directors acknowledged their responsibilities for the preparation of financial statements
of the Group to ensure that the financial statements give a true and fair view of the state
of affairs of the Group and of the results of its operation and its cashflows. In preparing the
financial statements for the Reporting Period, the Board had prepared the Group's financial
statements on a going-concern basis and in accordance with relevant accounting standards
and regulations. Board members are provided with monthly updates on the Group's financial
position, which give the Directors a clear assessment of the performance, position and

prospect of the Group.

A statement from the external auditor relating to their reporting responsibilities is set out in

the independent auditor's report on pages 133 to 143 of this annual report.

Continuous training and professional development for Directors

Directors must keep abreast of their responsibilities and duties and are committed to
participate in continuous professional development to develop their knowledge and skills. This

is to ensure that their contribution to the Board remains informed and relevant.

The Company provides regular updates on changes and developments relating to the Group's
business and the legislative and regulatory environments to the Directors at regular Board
meetings. In addition, the Company also organises briefing sessions to the Directors which
place emphasis on the roles, functions and duties of a listed company director; as well as the

latest developments regarding the Listing Rules and other applicable regulatory requirements.
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Individual training record of each Director during the Reporting Period is set out as follows:
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Reading materials

regarding regulatory Attending seminars
updates and corporate and/or conferences
governance matters and/or briefings

FHEEENREHE HERNER

Name of Directors BEEpR ERBENMENN DEER/SER
Executive Directors HITES

Lam Chi Fan MER 4 v/
Cheung Tung SRR 4 4
Chen Feng PR 1A v/ v/
Lam Kam Cheung MRERHE v/ v
Lam Fei Man MEE v/ v/
Independent non-executive Directors BYFHITES

Wong Chi Keung T v v
Lam Sing Kwong, Simon WREBE v/ v/
Fan Chun Wah, Andrew SBERE v v
Zhang Hwo Jie R v/ v/
Wu Tak Lung RizgE v v

BOARD COMMITTEES

The Company has set up four committees, namely, the audit committee, the remuneration
committee, the nomination committee and the corporate governance committee, for
overseeing the particular aspects of the Company. The terms of reference of these committees

are available on the websites of the Company and the Stock Exchange.

Audit Committee

The audit committee comprises five independent non-executive Directors, namely Mr. Wong
Chi Keung, Professor Lam Sing Kwong, Simon, Mr: Fan Chun Wah, Andrew, J.P, Mr. Zhang Hwo
Jie and MrWu Tak Lung. Mr.Wong Chi Keung is the chairman of the audit committee. He has

professional qualifications in accounting and financial management.
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The primary duties of the audit committee include, among other things:

reviewing and monitoring the external auditor's independence and objectivity;

recommending to the Board on the re-appointment of the external auditor and

approve its remuneration;

reviewing the Group's consolidated financial statements, annual reports and interim

reports before submitting them to the Board;

overseeing the Group's financial reporting system, internal control and risk management

procedures and audit process;

reviewing the Group's financial and accounting policies and practices of the Group; and

meeting with the external auditor to discuss issues regarding audit at least once a year

in the absence of the management.

During the Reporting Period, the audit committee held three meetings and reviewed and

discussed with the external auditor the interim and annual results of the Group and the

relevant financial reports. It also discussed matters with respect to the risk management and

internal controls and re-appointment of external auditor.

A summary of the work of the audit committee during the Reporting Period is as follows:

(@)

reviewed and discussed with the external auditor the annual results for the year ended

31 December 2018 and interim results for the six months ended 30 June 2019;

discussed and reviewed the risk management system of the Group, reviewed the
internal control review plan and the internal controls report of the Group prepared
by the internal control advisor relating to the annual financial statements for the year
ended 31 December 2018 and the interim financial statements for the six months

ended 30 June 2019;
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(c)  reviewed the effectiveness of the Company's internal audit function; and

(d)  approved and confirmed the annual audit plan for the year ended 31 December 2019.

The attendance record of each member of the audit committee at the meetings held during

the Reporting Period is set out as follows:
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Meetings attended

Name of members of audit committee BERZEEREHE HESBERH
Wong Chi Keung T 33
Lam Sing Kwong, Simon PR 33
Fan Chun Wah, Andrew, |.P BEEER T T 3/3
Zhang Hwo Jie R 373
Wu Tak Lung RiEH 33

Corporate Governance Committee

The corporate governance committee comprises five Independent non-executive Directors,
namely, Mr.Wong Chi Keung, the chairman of the corporate governance committee, Professor
Lam Sing Kwong, Simon, Mr. Fan Chun Wah, Andrew, |.P, Mr. Zhang Hwo Jie and Mr. Wu Tak
Lung.

The primary duties of the corporate governance committee include, among other things:

= developing and reviewing the policies and practices of the Company on corporate

governance and making recommendation to the Board with regard to any change;

= reviewing and monitoring the training and continuous professional development of

Directors and senior management on corporate governance;

= reviewing and monitoring the policies and practices of the Company on compliance
with legal and regulatory requirements on corporate governance and making

recommendation to the Board with regard to any change;

= developing, reviewing and monitoring the code of conduct and corporate governance

manual applicable to Directors and employees; and
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- reviewing the Company's compliance with the CG Code and disclosure in the

corporate governance report.

During the Reporting Period, the corporate governance committee held one meeting to
review the Company's corporate governance policies and practices and the compliance with

the CG Code.

The attendance record of each member of the corporate governance committee at the

meeting held during the Reporting Period is set out as follows:
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Meeting attended

Name of members of corporate governance committee CEERZEEEREHSE HESBERE
Wong Chi Keung Frotc 1/
Lam Sing Kwong, Simon PRI 11
Fan Chun Wah, Andrew, P WEEANFMLT /1
Zhang Hwo Jie R /1
Wu Tak Lung RiEEE /1

Remuneration Committee

The remuneration committee consists of one executive Director and two independent non-
executive Directors. The remuneration committee is chaired by Professor Lam Sing Kwong,
Simon, an independent non-executive Director: Other members are Mr. Fan Chun Wah,
Andrew, J.P, an independent non-executive Director and Mr. Lam Chi Fan, an executive

Director.

The primary duties of the remuneration committee include, among other things:

= studying and making recommendations or proposals to the Board for its review on
the Company's policy and structure for remuneration of all Directors and senior
management, the Company's incentive schemes and the establishment of a formal and

transparent procedure for formulating the remuneration policies and incentive schemes;

= determining the remuneration packages of all executive Directors and senior
management and making recommendation to the Board on the remuneration of the

non-executive Directors; and

= reviewing and approving performance-based remuneration by reference to corporate

objectives approved by the Board from time to time.
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In order to recognise and acknowledge the contributions of key employees of the Company,
the Company adopted the Pre-IPO Share Option Scheme and the Post-IPO Share Option
Scheme. These incentive schemes enable eligible persons to have a personal stake in the
Company and thus motivate them to optimize their performance efficiency for the benefit of

the Group.

Details of the Directors’ emolument for the year ended 3| December 2019 and the Pre-IPO
Share Option Scheme and Post-IPO Share Option Scheme are set out in note | | and note 36

to the consolidated financial statements, respectively.

During the Reporting Period, the remuneration committee held one meeting to review
and approve the granting of options pursuant to the Post-IPO Share Option Scheme
and to approve Directors’ and senior management's performance bonus, after taking into
consideration the comparable market practice, competitive market condition position,

individual performance and contributions and the Group's operating results.

The attendance record of each member of the remuneration committee at the meeting held

during the Reporting Period is set out as follows:
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Meeting attended

Name of members of remuneration committee FHEEERERSR HEERRE
Lam Sing Kwong, Simon PRI K 11
Lam Chi Fan WER 1/
Fan Chun Wah, Andrew Bk E /1

Nomination Committee

The nomination committee comprises three members with the majority of its members being
independent non-executive Directors. The nomination committee is chaired by Mr Lam Chi
Fan, the Chairman of the Board and an executive Director. Other members are Mr. Wong
Chi Keung and Professor Lam Sing Kwong, Simon, both being independent non-executive

Directors.
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The primary duties of the nomination committee include, among other things:

- reviewing the structure, size, diversity and composition of the Board and making
recommendations regarding any proposed changes to the Board in line with the

Company's strategies;

- developing and formulating relevant procedures for nomination and appointment of

directors;
- identifying suitable candidates for appointment as directors; and
- assessing the independence of independent non-executive Director.

The Company acknowledges and embraces the benefits of diversity among its Board
members. The nomination committee has a policy concerning the diversity of Board
members with measurable objectives. Selection of candidates is based on a range of diversity
perspectives, including but not limited to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge, length of service and the legitimate

interests of the principal Shareholders.

Nomination Procedures

The Company has a nomination policy for the nomination of Directors. Appointment of new
Directors is first considered by the nomination committee. In considering the appointment of
a Director; the nomination committee applies criteria such as relevant experience, professional
and educational background, reputation for integrity and independence as well as the diversity
in the Board. The recommendation of the nomination committee is then put to the Board for
consideration and approval. Thereafter, any Director appointed by the Board is subject to re-

election by the Shareholders at the general meeting after his/her appointment.
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During the Reporting Period, the nomination committee held one meeting to review the RBEHR REZESEAF—NEHUAR
structure, size and composition of the Board. The attendance record of each member of the HEEEMNEE RENEK BREZE
nomination committee at the meeting held during the Reporting Period is set out as follows: R EEFERNREHRNRT 2N 8E
FlgnR

Meeting attended
Name of members of nomination committee REZEEREHE HESBERH
Lam Chi Fan HEN 11
Wong Chi Keung o8 1/
Lam Sing Kwong, Simon PRI 171
AUDITOR’S REMUNERATION BB &

For the Reporting Period, the fees in respect of the audit and non-audit services provided to

the Group by Messrs. Deloitte Touche Tohmatsu, the external auditor; are set out as follows:

REREHA - B R - BERS
SEETRASBRHENOEZIIFERRY

M ERHIIAT :
Fee
A
HK$'000
TR
Audit services BRRB 4,350
Non-audit services: FEGR:
Reviewing the Company's interim financial information, report on ~ BZZ AARH MK ER  BEBAEIFHRE
continuing connected transactions and review of risk management M EZ AL B R EE R EH - 3E
and internal control of the Group, and conducting financial and tax WHE BIEIEL M B EHBK T EREE
due diligence for potential acquisition 688.0
5038

COMPANY SECRETARY

Mr: Lam Kam Cheung was appointed as the company secretary of the Company on 4 March
2014. The biographical details of Mr. Lam is set out in the section headed "Directors and

Senior Management” on page 22 of this annual report.

During the Reporting Period, Mr. Lam took no less than |5 hours of relevant professional

training.
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COMMUNICATION WITH SHAREHOLDERS

The Company respects the rights of Shareholders and seeks to facilitate the effective exercise

of those rights by ensuring that the Company communicates effectively with its Shareholders.

The Company promotes effective communication with Shareholders and encourages effective
participation by Shareholders at general meetings of the Company. To ensure a high quality of
communication and level of clarity with all investors and other stakeholders, whilst complying
with its statutory disclosure obligations, the Company endeavours to provide Shareholders
with ready and easy access on a timely basis to matters that affect their investment in the
Company and communicate in a clear, accurate and easy to understand manner with investors
and other stakeholders. Communications with Shareholders are mainly maintained through
the Company's interim and annual reports, announcements and circulars, general meetings and

publications on the Company’s website.

DIVIDEND POLICY

Pursuant to the dividend policy of the Company, in deciding whether to propose a dividend
and in determining the dividend amount, the Board shall take into account the following
factors before declaring or recommending dividends:

(a)  the Group's overall results of operation, financial condition, expected working capital
requirements and capital expenditure requirements, liquidity position and future
expansions plans;

(b)  the amount of retained profits and distributable reserves of the Company;

(c)  the level of the Group's debts to equity ratio, return on equity ratio and the relevant
financial covenant;

(d)  general economic conditions, business cycle of the Group's business and other internal
or external factors that may have an impact on the business or financial performance
and position of the Group;

(e)  the Shareholders’ and the investors” expectation and industry's norm; and

(f)  any other factors that the Board deems relevant.
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General Meetings

The Board also considers that general meetings of the Company provide an useful forum
for Shareholders to exchange views with the Board. The Company shall in each year hold a
general meeting as its annual general meeting. All general meetings other than annual general

meeting shall be called extraordinary general meetings (“EGMs").

Members of the audit committee, remuneration committee, corporate governance committee
and nomination committee and the external auditor also attend the annual general meetings
to answer questions from Shareholders. Notice of annual general meetings is sent to all
Shareholders at least 20 clear business days before the annual general meetings and the
accompanying circular also sets out details of each proposed resolution and other relevant
information as required under the Listing Rules. The voting results of annual general meetings
and EGMs are posted on the websites of the Stock Exchange and the Company on the same

day of the annual general meetings and EGMs.

SHAREHOLDERS’ RIGHTS

Rights and Procedures for Shareholders to Convene General Meetings

Any two or more members of the Company, at the date of the deposit of a written requisition
holding not less than one-tenth of the paid up capital of the Company which carries the right
of voting at general meetings, shall at all times have the right to require an EGM to be called by

the Board for the transaction of any business specified in such requisition.

The written requisition must specify the purpose of the meeting, signed by the requisitionists
and deposit it with the company secretary of the Company at the Company's principal place
of business in Hong Kong at Units 2005-2007, Level 20, Tower |, MegaBox Enterprise Square
Five, No. 38 Wang Chiu Road, Kowloon Bay, Kowloon, Hong Kong.

If the Board does not within 21 days from the date of deposit of the requisition proceed duly
to convene the EGM to be held within a further 21 days, the requisitionists themselves or any
of them representing more than one-half of the total voting rights of all of them, may convene
the EGM, but any EGM shall not be held after the expiration of three months from the date of

deposit of the requisition.
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An EGM so convened by the requisitionists shall be convened in the same manner; as nearly

possible, as that in which meetings are to be convened by the Board.

Right to put enquiries to the Board

Shareholders may, at any time, direct questions or requests for information to the Directors or
management through the ‘Contact Us' section in the Company's website at www.sinomax.com

or in writing or sent by post to the Company's principal place of business in Hong Kong.

Right to put forward proposals at general meetings

As a matter of Cayman Islands law, no members nor Shareholders are permitted to propose
new resolutions at general meetings if the intention to propose the new resolutions is not
specified in the notice convening the general meeting. However, procedures for proposing
candidate(s) for election as Directors at a Shareholder's meeting are set out in the Corporate

Governance section of the Company's website at irsinomax.com.

INVESTOR RELATIONS

The Company believes that communicating with its Shareholders, investors and other
stakeholders by electronic means, particularly through its website, is an efficient way of
distributing information in a timely and convenient manner. The Company's website at www.

sinomax.com/group provides the following information:
= member of the Board, terms of reference of the Board committees, key corporate

governance policies and the Company's constitutional documents;

= latest news, announcements, financials including interim and annual reports and all

material information submitted to the Stock Exchange; and

= other information relating to the Group and its business.
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Shareholders can make any query in respect of the Group or to make request for the

Company's financial reports. The designated contact details are as follows:

By post: Sinomax Group Limited

Units 2005-2007, Level 20, Tower |,

MegaBox Enterprise Square Five,

No. 38 Wang Chiu Road, Kowloon Bay, Hong Kong
By emalil: in@sinomax.com

Shareholders who have any matters relating to change of name or address, transfer of shares
and loss of share certificates, may contact the Company's Hong Kong branch share registrar,

Tricor Investor Services Limited. The contact detalils are as follows:

Address: Tricor Investor Services Limited
Level 54, Hopewell Centre,
183 Queen's Road East, Hong Kong
Tel: (852) 2980 1333

Constitutional Documents

There was no change in the Company's constitutional documents during the Reporting Period.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining and reviewing the effectiveness of the Group's
risk management and internal control systems. A review of the implemented systems and
procedures, including areas covering financial, operational, legal compliance controls and risk
management functions, is carried out annually. The risk management and internal control
systems are implemented to minimise the risks to which the Group is exposed and used as a

management tool for the day-to-day operation of business.

The Board has, through the audit committee, reviewed and considered the Group's risk
management and internal control systems to be effective and adequate for the year ended 3|
December 2019.

No significant areas of concern that might affect the financial, operational, legal compliance

controls and risk management functions of the Group were identified.
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The Group has established an organizational structure with defined levels of responsibility
and reporting procedures. The group internal audit department assist the Board and the audit
committee in the review of the effectiveness of the Group's risk management and internal

control systems on an ongoing basis.

The Company has established Enterprise Risk Management Procedures to ensure safeguard of
assets and to identify, evaluate, quantify and manage existing and potential risks. Relevant rules
and regulations are adhered to and complied with, reliable financial and accounting records
are maintained in accordance with relevant accounting standards and regulatory reporting
requirements, and key risks that may impact on the Group's performance are appropriately

identified and addressed.

The internal audit department is responsible for the operation and coordination of enterprise
risk management mechanism, which includes examining, reviewing the effectiveness of risk
management processes and systems, assessing whether risk is properly identified, assessing
significant risk reporting, and reviewing significant risk management. The internal audit
department provides risk management and internal control assessment reports to the
management on a regular or ad hoc basis. The internal audit department also regularly reviews
and reports to the audit committee and the Board on risk management and internal control

affairs. The Group will appoint external internal control consultant when necessary.

The task group on risk management is responsible for establishing the risk management
register and defining responsibilities, procedures and system of risk management, formulating
the annual risk management work plan, carrying out risk assessment, proposing the risk
management strategy, assisting the relevant departments and the enterprises in significant risk
management. It also prepares risk management performance appraisal program and conducts

annual performance appraisal and arranges risk management training.

The departmental managements execute risk management strategies, solutions and crisis
management plans for significant risks, dynamically monitor significant risk associated indicators
and execute the procedures and policies of the risk management and internal controls of the

Group.
In addition to the review of risk management and internal controls undertaken within the

Group, the external auditor also assessed the effectiveness of certain key risks and internal

controls as part of their statutory audits.
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To help ensure all risks which are relevant to the Group are considered, a systematic approach

to risk identification is followed. Identifiable risk areas which are considered include:

. maintaining a safe work environment for the Group's employees;
. safeguarding and efficient use of assets;

. management of human resources;

. ensuring the Group complies with legal and regulatory obligations;
. achieving established objectives and goals;

. reliability and integrity of financial and operational information; and
: compliance with internal policies and procedures.

With respect to procedures and internal controls for the handling and dissemination of inside

information, the Group:

(i) is aware of the obligations under the SFO, the applicable Listing Rules and other
statutory regulations with regard to the timely and proper disclosure of inside
information, announcements and financial disclosures and authorises their publication as

required;

(i) has adopted and implemented its Inside Information Disclosure Policy; and

(if)  has in place a Code for Securities Dealing for governing the securities transactions
of those employees who, because of their positions, are likely to have access to

confidential or inside information.
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ABOUT US

COMPANY PROFILE

Sinomax Group Limited (“Sinomax” or the “Company”, together with its subsidiaries, the
"Group") (Stock Code: 1418) is principally engaged in the development, manufacture and sales
of visco-elastic health and wellness products. Since 2001, Sinomax's dedication of adhering
to its belief, “Love Supports Beloved”, has driven it to continuously developing products
ranging from viscoelastic pillows, mattress toppers, mattresses to polyurethane foam, which
has consequently led to the Group's success in being listed on the Stock Exchange of Hong
Kong (“SEHK") in July, 2014.To secure its leading market position, the Group has constantly
researched, designed, developed and produced high-quality and healthy products through
engaging customers, steering innovation and ensuring high quality standards, in hope of raising

awareness of healthy-living and fulfilling households” everchanging needs.

CORPORATE VISION, MISSION AND CORE VALUE

Sinomax is dedicated to becoming a world-leading health and wellness household products
provider. Through the continuous investments in the enhancement of research and
development, testing equipment and talents cultivation, with conducting on-going dialogue with
customers to understand their needs, the Group has been continuously providing innovative
and quality household products to promote healthy living and increase well-being of the

community.
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The Group's core values are: AEENZLEER:

Inclusive 88 :

To engage and include
stakeholders of our value chain
BERERMEEETH

F0HEED

0)

Integrity &f5 : Innovation #lI%f :
Be trustworthy and To steer and develop
transparent to our sustainable products
stakeholders 04 S.!!“CM A, 02 that benefits the
RATERME community
i AR A
EHRNAR B AIFEER

03

Win-win #J7 :
Be caring for the environment (\
and community within business Q‘y
operations
BUOEBEEPHIRENLE

ABOUT THIS REPORT BRI E

REPORTING STANDARD, PERIOD AND SCOPE sReen| B REE

This report was prepared in accordance to the Environmental, Social and Governance (“ESG") RREDBERETEERARZIMERA
Reporting Guide (the “Guide") set out in Appendix 27 of the Listing Rules of SEHK. More in- BIRMAH ETRAMSE -+ GRIE 4
depth information regarding corporate governance is addressed in the section of corporate g k&R ([ESG )&l ([4E3l1)
governance in the annual report according to Appendix 14 of the Listing Rules. In addition, the RE - BECEERNERBBREERLET
Group's senior management team was proactively involved throughout the process of report WA+ NN AFERCEERREF T
preparation to guarantee its standards. Heptih REBRERERGS BE @R
HRENBIE  ARBREIZE
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The Group strictly adheres to the principles of materiality, quantitative, balance and consistency
to report on the ESG activities, measures and performances from | January 2019 to 31
December 2019 (the “reporting year”). To ensure the materiality and balance of the report,
the Group has discussed its challenges and opportunities in sustainability during stakeholder
engagements and identified the material ESG topics. The Group also fully disclosed the material
key performance indicators (“KPIs") same as last year regardless of whether performance has

improved or declined to in line with the principles of quantitative and consistency.

The scope of this report covers the Group's headquarter in Hong Kong, office in Shenzhen
and factories in Guangdong, Zhejiang, Shandong and Sichuan Provinces, the People's Republic
of China (the "PRC"). As the Shanghai factory was combined to one of the factories that
is included in the reporting scope, it has been removed as a premise. The Group shall
continuously improve its data collection system, and seeking possibilities of including existing
and new premises located in the United States and Vietnam in the future, in order to increase

the comprehensiveness of ESG performance and disclosure.

CONTACT DETAILS

To continuously refine the Group's sustainability strategy, we welcome any feedbacks and
suggestions concerning this report and the Group's sustainability performance. If you have any
questions or feedbacks regarding the report, please contact the Group and its contact details

are set out as below:

Address: Sinomax Group Limited

Units 2005-2007

Level 20 Tower |

MegaBox Enterprise Square Five
38 Wang Chiu Road

Kowloon Bay

Hong Kong
Tel: (852) 2754 7798

E-mail: in@sinomax.com
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OUTREACHING OUR STAKEHOLDERS

STAKEHOLDER ENGAGEMENT

Effective communication with stakeholders is critical in continual identification of improvement
areas, potential risks and opportunities. In this connection, the Group has correspondingly
established various communication channels to communicate with a wide verse of stakeholder
groups, as to openly listen to stakeholders thoughts to formulate responsive business
strategies and improve operation efficiency in pursuance of sustainable business development.

Over the years, the Group has established the following stakeholder communication channels:
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BRE HERERERE

In order to identify material ESG issues and review the overall management approach, the

Group had invited stakeholders including employees, suppliers and customers to complete

an ESG survey during the reporting year. Under the assistance of a sustainability consultancy

company, the senior management has confirmed a list of material ESG topics that relate to the

Group's operations, in which stakeholders were asked to rate the importance of the topics.

MATERIALITY ASSESSMENT

Based on the survey outcome, the Group has generated its materiality matrix and identified

the top-3 material sustainability governance, environmental and social topics:
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B -HEREREE

Materiality Matrix
ERMEME
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BRE HERERERE

At a glance, the topics ranked as the most important material are those that associated with
the nature of Sinomax's business. With Sinomax's endeavors of responding stakeholders’
concerns transparently, in-depth disclosures on the measures and management approaches of
the above material topics will be discussed throughout this report. Other than that, Sinomax
shall review relevant management approaches and current practices on governing the material

topics to seek for further improvement.

Although sustainability governance is not ranked as high importance as compare to
environmental and social aspects, the Group has seen an increasing interest of stakeholders
on the Sinomax's sustainability strategy and targets. The Group will remain committed to
maintaining on-going communications with stakeholders and incorporate diverse and valuable
thoughts, through forming a more comprehensive and accurate materiality matrix and strategy

in response to stakeholders’ concern via a step-by-step approach.

SUSTAINABLE VALUE CHAIN

The Group believes that in order to bring wellness to the community, managing a sustainable
value chain is critical. For instance, the Group’s management approach to ensure a sustainable
procurement facing the challenges of resource scarcity and creating products that enhance

customers’ wellness.
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STRINGENT PROCUREMENT PRACTICES

Products which are expected to enhance customers well-being is highly depending on the
material used throughout the manufacturing process. In this connection, the Group greatly
emphasizes on suppliers’ ESG and manufacturing materials assessments to achieve sustainable
procurement. Under the procurement policy, the Procurement Department is responsible
for evaluating suppliers based on their environmental and social compliance, reviewing track

records on business ethics and product health and safety proofs.

In the mean of delivering safe and healthy products to end-users, the Group has a strict
requirement on procuring non-hazardous and harmless raw materials involved in the
manufacturing of goods. This is to ensure the output products meet the highest standards of
customer health and safety. The Group has placed great emphasis on sourcing organic and
environmentally friendly materials that are low VOC, natural or recyclable that fulfil certification

standards including CertiPUR foam and OEKO TEX.
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RE - HERERAWRE

When acquiring materials and services, all potential suppliers are required to undergo a
rating assessment. Apart from the quality and price of the suppliers, the Group also considers
suppliers’ social responsibility as the selection criteria by assessing the potential suppliers’
business ethnic, environmental compliance and labor standard. Any potential suppliers fail
to fulfil any of the requirements would be given a chance to be re-assessed in the following
year, follow by the provision of feedbacks as to engage suppliers to improve its sustainability

performance, and assist them in transforming to a more sustainable and greener operation.
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Regarding existing suppliers, the Group conducts yearly inspection and quarterly assessment
as a monitoring mechanism to ensure quality consistency and incentive. Existing suppliers
with higher grades will have a higher chance of increasing order volume where possible as
a rewarding scheme in continuation of good cooperation. However, for suppliers who are
assessed to be underperformed will be notified and proposed with an improvement plan
in which Sinomax will supervise the implementation process. If they fail to improve within
a set timeframe, they will be removed from the supplier list. Sinomax wishes to engage
suppliers to pursue a sustainable and greener operations through conducting reviews on their

performances with time.

Additionally, the Group is dedicated to minimizing the environmental footprints caused by
transporting materials in response to climate change. In this regard, the Group strives to
prioritize local suppliers to lower relevant carbon emissions. Throughout the reporting vear,

96% of the suppliers were from the PRC.

Overseas suppliers
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RIR HERERERE

CUSTOMER-ORIENTED PRODUCTS AND SERVICES
Innovation driven development

Foreseeing the rising awareness on wellness in the globe, Sinomax believes innovation and
forward-looking are the main keys to maintain its market leading position. Consequently, the
Group has established a professional Research and Development (R&D) team in support of
continual healthy-living products development. Upkeeping the aspiring spirit, the Group has
successfully developed and registered over 20 design patents as part of our valuable assets as

of today.

Quality products’ health and safety assurance

With strong market competition, Sinomax believes quality consistency is a key element to gain
customers' trust and selection. Starting from the raw materials, they are stored and handled
carefully to ensure their best conditions in contribution of high-quality products. A detailed
guide is provided and communicated to responsible staff members to ensure correct handling
and storage of materials. Foams including slow rebounding foam, Polyether Foam and high
rebounding foam used are VOC and CFC free and have achieved CertiPUR-US award. This
proves that the products’ health and safety are up to international standard. With an effective
quality controlling system as certified by international standards including ISO 9001:2008
and 1ISO 14001:2004, and a professional quality assurance team which comprises of over 80
members, the Group has abled to manufacture high quality goods in a constant and efficient

manner.
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Prior to shipment, the Group will conduct spot check on products environmental and safety
performance, such as VOC content and fire resistance ability in accordance with international
standards. The goods are analyzed at its advanced independent laboratory and testing centre
which are equipped with advanced testing instrument. This has ensured products’ safety level
meets regulatory level. Throughout the reporting year, 0% of products were recalled due to

health and safety issues.

In order to minimize the chance and rate of manufacturing defects, the manufacturing premises
shall collect defect items and conduct analysis. The analysis shall be discussed in monthly quality

assurance meeting to adjust or implement any preventive measures as necessary.
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In recognition of Sinomax's endeavors in developing healthy-living and inspiring products, the ARERGBRATRBERENBZEEER S EHN
Group was awarded the “Superbrands Hong Kong” by the Superbrands during the reporting 1HE 8 J) AR 5 B R & 5 JE 4% Superbrands
year. The Group sees this as a motivation and will focus on our belief in developing health BERIZEABAmE -AEBERAAR—
products and keep listening to our stakeholders’ perspectives in an open manner to continue BEN WHEFIRMEFAEREERNE
our journey of creating wellness in our community. TORBUARRNEERERHENER
NEERMELETAEREMNRE

Award Awarding institution

8815 pEECE

“Superbrands Hong Kong”

Superbrands

(EBBRME) K& HBARmHE

Weitang Sub-district Double
Support Work Leading Group

BIEHESHE RS E

2019 Annual Double Support Model Unit
2019F EE SIS (U

2018 Top Ten Enterprise Awards for
development Quality
2018 BHREE HERER

Management Committee of
Chang'an Town (High-tech Zone)
BERZEARBFASHEEZS

China's top ten enterprises in the light industry
plastics industry (polyurethane)
PEIRTXBRTE (BEEE) TabE

FERIERHSS
China Plastics Processing Industry Association

FREZERINT TS

Standing Director Unit of China
Polyurethane Industry Association

TEREETIXHEEREEEN

China Polyurethane Industry Association
HERSETHE

National Plastics Standardization
Technical Committee

SEZHHRIEECRITRAE S

Advanced Unit for Standardization of
Plastic Products

BRFImIRE TR REE N

Q China National Light Industry Council
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CONNECTING OUR CUSTOMERS

Bridges to connect our customers

In continuation on making and deliver customer-oriented products, it is vital to keep exploring
ways to outreach and engage our customers. Consequently, the Group has opened various

engagement channels to interact customers with enhanced convenience.

Ranging from retails, e-shop to mobile apps, customers can obtain and gain access to
informative updates easily. Furthermore, Sinomax has provided frontline staff members
with sufficient product and service training and guidance in the purpose of maintaining
professionalism when serving customers, thus, enhancing their shopping experiences. With
the newly launched Online to Offline Programme for in-store pick up, customers now have
the flexibility on picking up online purchased items from the shops, which also in turn lower
potential footprint caused by logistics. In addition to product information, Sinomax has
frequently shared latest health-related news through its mobile app to facilitate well-being
of customers. With a wide range of tools that help reducing carbon footprint, enhancing
shopping convenience and communicating effectively, the Group has moved towards a greener
operation with closer connections with our customers, in the aim of uplifting wellness in the
community. In addition, the Group had also participated in exhibition during Christmas and

Chinese New Year to engage customers and maintain brand awareness.
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R HERERERE

Customer engagement

HERRMEE

Retails T
Provide face-to-face shopping experience
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Mobile APP Fiitiki
@ Provide health related-information and
inclusive missions and games
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Instagram page and
Facebook page §8

Share of updated information and
enable customers to provide
feedbacks and send enquiries
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Satisfaction survey HEERESR
Seek for continuous product and services
improvement
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Customer privacy and data protection

Protecting customer privacy is critical as to maintain Sinomax as a trustworthy company. With
this, the Group has taken reference to the Personal Data (Privacy) Ordinance and formulated
its information management guidelines in the Corporate Culture Handbook, asked all staff
members to handle and store customers’ personal information with cautious. The Group
can only use the information for promotional purpose upon customers' consents. To prevent
information leakage, the Group has appointed external information technology and auditing

company to monitor the security strategy and level of the data storage system of eShop.

The Group respects intellectual property rights (IPRs) as part of the corresponding
companies’ assets. When it comes to signing contracts with suppliers and partners, the Group

shall pay more attention on the protection of IPRs when using any particular resources by

including it as one of the terms in related contracts.
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Complaint handling mechanism

As a responsible corporation, after sales services quality is the key to keep customers' loyalty
and trust. In this regard, the Group remains open to listen to any feedbacks that customers
may have and treat it as an opportunity for improving its products and services. Customer
may either provide review and feedback in any of the retail shops, or reach customer service
through phone, e-mail and mobile application to contact Customer Service Department. In

any case:
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Customer Service Department shall
follow the customer compliant
handling policy’s procedures to
handle any customers complaints
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The responsible department is
expected to communicate and
resolve the issue in an effective
manner and in a way that satisfy the
customers

Filed cases may be selected as
training materials to educate staff
members to avoid relevant incidents
repetitive occurrences
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quality control for further investigations records
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During the reporting vear, the Group has received 107 complaints mainly due to minor
quality issues. Through close communication with the customers, the Group had managed to
resolve their concerns with offering satisfactory solutions. Throughout the compliant handling
processes, the Group has established and implemented responsive measures including
improving product manufacturing cycle and quality assurance procedures as approved in
the monthly product quality meetings. In hopes of reducing similar cases occurrence and
increasing customers’ satisfaction level, the Group strives to patiently listen and resolve any

issues our customers encountered related to the use of our products and services.
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RIR HERERERE

CREATE WELL-BEING INSIDE OUT

To fulfil our commitment of promoting wellness, Sinomax recognizes aligning employees’
awareness to collaborate and influence the community in a positive manner are just as
important to manage a sustainable value chain. In this connection, Sinomax takes pride to
promote employee's well-being and nurture a harmonious culture proactively, aim to spreading

the message of wellness importance to the community agreeably.

ETHICAL OPERATION

An ethical business operation implies a company with sound cooperate governance and
business integrity. In this regard, Sinomax is determined to enforce ethical business practices in

all aspects of its operation.

The Group has established anti-corruption guidelines in the Code of Conduct to prevent
employees from unethical practice, such as bribery, extortion, fraud and money laundering.
Every employee is required to follow the Letter of Commitment to Honest and Clean
Business Practice in order to ensure their thorough understanding on the Group's ethical

standards.

In addition, the Group has set up the chairman’s mailbox as a whistle-blowing channel for
stakeholders to report any suspected cases of misconduct. The Human Resources (“HR”)
Department investigates and reports any suspected misconduct to the Board in a timely and
judicious manner. In case of any incidents of misconduct discovered, the HR Department shall

take necessary disciplinary actions.
Under this strict corporate governance framework, the Group has complied with all relevant

laws and regulations and was not aware of any violation or legal cases relating to corruption in

the reporting vear
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BE A RESPONSIBLE EMPLOYER

Seeing employees as the pivot of bringing wellness to the community, Sinomax has stipulated
measures to create a productive workplace that supports the rights, welfares and wellness of

each and every employee.

Employment practices

As an equal opportunity employer, the Group places high importance on respecting the
fundamental rights and diversity of applicants and employees at all stages of employment. The
Group offers reasonable salaries, holidays and remuneration packages that fulfil respective local

employment standards.

Sinomax puts emphasis on acquiring and retaining talents in support of building on the past
successes and sustain future development. To attract and retain talents, the Group constantly
reviews and upgrades its competitive compensation packages with reference to market trends.
The Group aims to form a cohesive and diverse team to keep inspiring the company as a

whole to create innovative health solutions to our customers.

In purpose of protecting employees' right, the HR Department is responsible for screening the
identity, age and working permit of all applicants in the course of eliminating any unlawful or
unethical labor practice, such as child labor abuse and forced worker in the talent acquisition
process. In case of any forced labor discovered, the HR Department shall terminate the
violation immediately and remunerate the individual accordingly. In case of any child labor
discovered, the HR Department shall discontinue the employment and provide the individual

with learning opportunities.

In the reporting year, the Group has complied with all local laws and regulations in relation to

child or forced labor and has not noticed any infringement of worker rights and labor standard.
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Workforce portfolio

In the reporting year, the Group has recorded a detailed diverse workforce portfolio as

followings:

Ly
AA

Male 5

1,233

49%

>51 years old 5%

311'/8 18-30 years old 5%
: 504

20%

31-50 years old 5

1,645

66%

Age group
FEHAARI

BI#HX

EREFEN ARECFACEETHR
m

op)

"~ 4

AA .

Senior FERH|

@

Female &

1,264

51%

Hong Kong &i&

171
%

PRC El&

2,326

93%

Geographical

Location

MR

* The workforce portfolio includes the employees of the businesses in China and Hong Kong only.

ETHRRACETEREBXEBNET -
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Working level

REAR

T€7
Management
EEAR

41

1%

-4

Junior —IRELS

2,392

96%

Part-time 385

64
3%

Full-time 28

2,433

97%
Type of

employment
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EMPLOYEES WELL-BEING

Reinforcing employees well-being has made Sinomax a proud company that embraces a

healthy company culture and carries good intentions to care for the community's health.

Company culture

To boost employees’ sense of belonging and productivity, the Group places great emphasis
on creating an inviting and interactive working space and culture. In the Guangdong premise,
the Group has provided entertainment amenities including library, recreational centre, fitness

rooms, karaoke and game rooms for employees to relax and recharge.

Having a dynamic and interactive workplace motivate employees to thrive at work. In light
of this, the Group has organized various team bonding programs and activities including
birthday parties and sport days to strengthen internal communication and team bonding in the

reporting year.

RE -#HERERRE
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Sinomax’s 2019 Annual Dinner

20196 FERE

The Group held an annual dinner to share
Sinomax’ s achievements with its employees and
encourage them to continuously contribute to the
Group’ s long-term development.
AEEERTEERE  BET—FHIHRENKI
THEmPEERAEENRERRELER

Company Tree Planting Day Conquer the peak
ATFERA qgg-ﬁﬁp

To steer an environmental protection culture, the Sinomax Kuka in Zhejiang had organized a
Group had organized Tree Planting Day activity in team building tour enabling employees to learn
PRC encourage staff members to participate and more about local culture by exploring Dinghu
contribute to a greener living environment. Peak Scenic Spot.
AE|BREN » ANEBEEAEY T HER AED AT ER s B R A T i
HHE T 2R ARELEEREM S o ﬁ%éﬁ;ﬁ%ﬁ@%%%@@ﬁkWTm
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Safeguard employees’ health and safety

At Sinomax, employees’ health and well-being are not only supported by a good company
culture, but also through offering a safe and harm-free working environment. In this endeavor,
the Group has developed an occupational health and safety management system which was
certified with ISO 45001:2018. Under the management system, the Group instituted rigorous
safety management policies and manual for employees to excel work in a vigilant and safe

manner.

Safety standard and awareness have always been the Group's top priorities in the production
process. As such, the Group has appointed qualified safety managers to ensure full compliance
with safety standards on-site. Additionally, periodic incident drills and safety trainings are
provided to hone employees” awareness on safety-related issues and responsiveness in case of

emergency.

Taking into account the hazardous substances used during the manufacture of memory
foams, the Group pays cautious attention in minimizing employees” exposure to such harmful
substances. Employees are required to wear protective equipment, such as helmets and dust
masks, at designated areas in the factory. The Group also performs checks and maintenance on
these gears, production facilities, safety equipment, electronic appliances as well as hazardous

substance storage on a regular basis.

Any work-related injury shall be reported to the Group's Administration Department for
further action. Depending on the severity of injury, remuneration shall be provided to the staff.
Moreover, the Group has a strict protocol that requires relevant department(s) to investigate

the cause of injury and propose preventive measures within 2 working days.

In the reporting year, no material non-compliance with any applicable laws and regulations
on workplace hazards and occupational health and safety has been discovered. In effort to
promote occupational health and safety, the Group has witnessed zero work-related fatality
and each work injury was handled and recorded in accordance with established procedures,
and may be shared as scenarios for training to reduce the likelihood of similar accidents

reoccurrence.
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Continuous training and development

Sinomax is keen on supporting employees” professional growth and growing alongside with
them.The Group's training scheme is developed to hone employees’ skillset and knowledge. In
addition to induction training for new recruits, the HR Department customizes suitable training
to meet employees' needs to facilitate their career development. Upon the completion of
each course, the HR Department is responsible for evaluating the performance and capacity of

employees to strategize their future training and career plan.

Emplo_yees gathered fo
operation training

BT EE RIS sy

I machinery
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Training Percentage Average Training Hour
FHZANESLL 755 32 5l B B

)
85% ‘!\-‘ 1 14hrst\H%

Male 5

68.. R 89 s

Female &

44 % - 9 hrs /)N
A

Management
EBAE
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Senior
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In support of employees” personal and professional growth, the Group looks to continuously

upgrade the training scheme and programs that aids business development.

In dedication to integrate employee-oriented employment practices, the Group has committed
to the Good Employer Charter by the Labour Department. This encouraging milestone
translates into the driving force that motivates the Group's ongoing effort to become a more

people-centric enterprise.

"

CARE FOR THE COMMUNITY

Sinomax marks its success not simply in economic terms but also in terms of positive influence
on society. As the first enterprise to receive the I1SO 26000 certification on corporate social

responsibility, the Group has continued to bring in values of wellness into the community.

The establishment of Sinomax's staff volunteer teams has become the testimony that reflects
the Group's devotion to foster a healthy and harmonious society. During the reporting year,

the volunteer teams have organized and participated in the following community events:

Sinomax Group Limited 2019 Annual Report
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Love support beloved

RBXHME

2019 Earth Day community clean up activity
2019 H RinEf A LRI EE

In January 2020, 27 em
r b ployees from D
Premise went on a visit to elderly centreon'?r?;‘; .
Sang and celebrate their birthdays together.
/2\(\)%0&1}% ’ 27%%%%%8951}%%}?7%/&43
0 o fliff—Igg; I ER b P — e A o

Emphasis on
enhancing
environmental
protection awareness,
the Group’s volunteer
team at Sinomax
(Zhejiang) had
participated in 2019
community cleanup
during Earth Day, and
contributed to the protection
of the environment. o
EERER . REEHER (D) BT
A mom T RN - AREEAH,
=30 ©

AVEDA Walk & Run For Water 2019
20195 AVEDABLBIEK

In May 2019

reauarrs nad g o e

ing clean water "Love Supports Beloved" Elderly Event Plan

2019-Reunion at Mid-Autumn Festival Luncheon

[AZ « Mif ] REZTE2019 -
EEEREPRTFE

to raise fund for water projects, mak
rent countries, Throughout the activity,
er to walk or run for feW

ed a bottle of wat
villagers in arid countries

lﬁve to face on a dail;izg(s;?s,,the hardship
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Capture the love moment
BRREER

quarters staff members mad
te Mid-Autumn Festival withe
Ll nt hosted by YMCA.
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Hong Kong head
a visit and celebra;

elderlies in an eve,

EEY
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Hong Kong Headquarter volunteer team had
participated an activity organized by YWCA to
put makeup on and take wedding photos for
elderly couples to create romance.
VEENETIKSETHEEEERLZSEEN
EEXBCURERPREER  SBERE -
2019 F B & 109
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Sinomax envisions itself as a giver to serve the society. In light of this, the Group takes
opportunity to extend love and support in where it operates. In the reporting year, the
Group's newly acquired factory in Vietnam has created about 600 employment opportunities
for local workers. This has also enabled the development of community and generated local

income, while sustaining the Group's manufacturing capacity.

In addition to spreading care to the communities in and surrounding its operations, the Group
has continued to support various local environmental campaigns and organizations. For the 4
consecutive years, the Group has become the sliver member of World Wide Fund (“WWEF")

Hong Kong in driving collaborative effort to shape a sustainable community.

In consideration of the external factors that have influenced the local Hong Kong community
during the reporting year, Sinomax takes responsibility to consistently provide maximum love

and support in serving Hong Kong and beyond.

Community investment

itERE

386,510

HKD # 7t
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CONTRIBUTE TO CREATING A BETTER ENVIRONMENT

Sinomax, as a responsible visco-elastic health and wellness products manufacturer; is
committed to adopting environmentally friendly operational measures. The Group's ultimate
goal is to effectively mitigate its environmental footprints throughout its operation. With
environmentally conscious management of various resources, ranging from energy and water
to paper and other recyclables, Sinomax outlines its firm commitment to maximizing the

resource efficiency and thereby safeguarding the interests of future generations.

ENVIRONMENTAL MANAGEMENT

Sinomax remains committed to bolstering the effectiveness and benefits of its environmental
management approach. During the reporting year, Sinomax has established production facilities
in Vietnam. When selecting the geographical locations, the Group regards Vietnam as a region
in the vicinity of its customers to minimize the emissions incurred by transportation of

products.

Under the framework of I1SO 14001:2004 Environmental Management System, the Group
is dedicated to controlling and monitoring of the Group's environmental impacts due to
operations. In support of green industry chains, the Group continues to appoint a third-party
certification agency to undertake annual field inspection and to ensure its environmental
management system is aligned with relevant international standards. As stipulated by the
Management Procedures for Environmental Monitoring and Measurement, the Group engages
an independent agency in assessing the wastewater; air emissions, and noises, with the aim of
minimizing the environmental impacts of operations. In the reporting year, the Group has also

made a progress on certifying Zhejiang premise as a green factory.

Hinging on delicate environmental management practices, the Group strictly obeys the
relevant environmental laws and regulations. During the reporting year, there were no

significant cases of non-compliance in this regard.
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PACKAGING MATERIAL

The Group mainly used cardboard and plastic as packaging materials of products. In an effort
to reduce the environmental footprints of packaging materials, the Group has been working
towards the wider use of renewable paper in wrapping its products. Some of the Group's
paper packaging materials are certified by Forest Stewardship Council (“FSC"), ensuring the

paper is made under responsible management of forests.

In a bid to minimize the generation of packaging waste from procurement of raw materials, the
Group opts for purchasing refillable-packaged raw materials instead of the barrelled-packaged

ones.

Striking the right balance between environmental protection and customer satisfaction, the
Group has formulated various packaging guidelines at the requests of customers and industrial
standards for staff to follow. The Group will continue to explore innovative ways to promote

the use of sustainable packaging materials in the future.
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Packaging material consumption BEMBHER
Unit 2019 2018
By 2019 2018%F
Recyclable packaging materials tonnes 1,355 895
A BB B A W
Total packaging materials used tonnes 5,585 7,158
BEMENERE W
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ENERGY CONSUMPTION AND GHG EMISSIONS

Sinomax has been working relentlessly towards energy conservation, and keeping track of
its impacts on climate change. The direct and indirect emissions of greenhouse gas (“GHG")
were attributed to consumption of various energy sources. The production units use electricity,
diesel, natural gas and gas for manufacturing equipment and cooking, and liquefied petroleum
gas ("LPG"), diesel and gasoline for vehicles to logistics and vehicular transportation. Other
than electricity that contributes Scope 2 GHG emissions, the rest of the sources contribute to

Scope | GHG emissions.

In order to fufill its responsibility in climate change mitigation, the Group continues to invest
in solar energy that is more sustainable than fossil fuels. With solar panels on the roof-top of
the factories installed in Dongguan and Zhejiang, a total of 2,245MWh of solar power was
generated during the Reporting year This clean energy source has therefore reduced 1413

tonnes of carbon emission.

Noticing the strong correlation between energy consumption and operating costs, the Group
has been making an effort to replace traditional lightings with more energy efficient lighting
fixtures. The initiative has cut down not less than 80% electricity consumption at Dongguan

and Zhejiang premises.
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Under the framework of ISO 50001:2018 Energy Management System, the Group has been FEISO50001:20 18BE R ER ZAMELET - &
actively embedding the following energy-saving practices into its daily operation: —EREBRMEA TS ERMNAELA RS
Ep

Maximize daylighting by opening blinds
BRITHBEEERK

Turn off all idle electrical appliances, equipment and lightings

BRFERENER - RENRAE

Activate low-powered sleep settings on devices where possible
£ AR R L FRUK REFEAVRERR 5%

Implement regular equipment maintenance to ensure energy
efficient functioning

ERETR M AR RETBEETT

Monitor the energy usage to detect abnormal consumption
patterns and evaluate the effectiveness of relevant measures

ERERERRBR - UBRERERARI WA EEEBEN TR

Adopt logistics transports with high emission standard model
where feasible

ATRRASHERREEXNYRES TA
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RERBEAD

Unit 2019 2018@

By 20194 2018F@
Electricity MWh JK LB 10,875 11,554
ES
Natural gas m’ 3 77 K 64,491 38,794
PN MWh JE LB 697 420
Diesel (Logistic) L AF 570,467 542,928
Som (8%) MWh JK L BF 6,120 5,778
Petrol (Logistic) LAF 41,445 208,158
Foh (B%H) MWh JK L EF 394 1,939
Liquefied petroleum gas ('LPG") m? 373 K 0 14,409
Y =P kS MWh JK L B 0 25
Gas kg DT 9,100 7,450
HR MWh JK L B 25 19
Diesel (Manufacturing) L AT 23413 36,987
seh (&) MWh JK L EF 249 393
Solar energy MWh JK FL B 2245 2279
INCES
Energy consumption MWh JK FLEF 20,605 22,407
it d
Energy intensity MWh/M' revenue 6.88C) 526
BEREE KEE, BEBA

Note |: The energy consumption of retail shops were excluded.

Note 2: 2018 energy data is adjusted to enhance the comparability to 2019 data.

Note 3: As the revenue of FY2019 was decreased, the energy intensity was increased subsequently.

g RERETEEERER-

i 2018 MBEREURETT T EEHER NER
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GHG emissions (" BERBHRO
Unit 2019 2018
By 2019%F 20184
Scope |: Direct emission tonnes of CO: equivalent (tCOx-e) 1,883 2,309
HE BEEER RS REE
Scope 2: Indirect emission tCOz-e 6,844 7,294
EE2 - RN RS REE
Total emissions tCOs-e 8,727 9,603
mErmE RS REE
Total emissions intensity tCO»-e/M’ Revenue 291@ 225
BENEE RE—E(REE
BETKRA

Note |: Due to the overall adjustment of the energy data in 2018, the GHG emissions data for 2018

have also been changed.

Note 2: As the revenue of FY2019 was decreased, the emission intensity was increased subsequently.

AIR QUALITY

The Group is environmentally aware of air pollutant emissions such as dichloromethane,
toluene and carbon tetroxide during the production process, and eager to deploy feasible
actions to address the issue. First, spray towers were installed at the exhaust outlets to curb at

least 80% of gaseous pollutant emissions into the atmosphere.

The Group also built in activated carbon adsorption devices in the Guangdong premise, not
only to meet regulatory requirements, but also to filter most gaseous contaminants during the
manufacturing process. Additionally, VOC removal equipment has been installed at Shandong

premise to remove VOC that is a kind of ozone-depleting air pollutants.

Sinomax Group Limited 2019 Annual Report
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With the aim of managing and tracking the operational compliance, on-site air quality audit

was undertaken at least once a year to maintain the air emissions level under effective control.

Regarding the air emission by combustion of fuels, the Group's production unit in Dongguan
has continued to bolster the use of natural gas, a cleaner fuel source that releases less air
emissions since the previous reporting year. The Group pledges to incorporate clean and
green production concepts into everyday operation, and also remains committed to seeking

opportunities of further improving the air quality.

WATER AND WASTEWATER MANAGEMENT

At Sinomax, water is mainly utilized for chemical mixing procedures during the manufacturing
process, toiletry needs and daily operation. During the Reporting year, there were no
particular issues in sourcing water. Despite that, addressing the mounting global issue of water
scarcity, the Group places great emphasis on water conservation throughout its operation.
In this regard, the Group has pursued constant efforts to educate the employees about

conserving the use of water resources through implementing the following initiatives:

RE -#HERERRE

REENERLEESCHAE FREEBFE
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FARMERREELNBERN ARBE
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Reuse water at spray towers
EEERAEZBERHIK

Undergo daily maintenance to prevent water pipe leakage
o — 1T AR AR KB R

Turn off water appliances when not in use and avoid running taps
[ ) ETERARRERAKER SRR KERSEET

Keep track of water usage pattern to identify any abnormality

BEAKEXUBRETRERER

Affix educational posters on bulletin board to convey the water-saving messages to staff

ERER L EHAESR  UAS TEERKES

Prioritize the uses of recycled water, rainwater or groundwater where possible

|RELERBERK - KRBT K
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Water consumption AXKE
Unit 20190 2018
B 201950 20184
Water consumption m’ 254,124 315254
RkE ST K
Water consumption intensity m*/M’ revenue 84.79% 73.95
RKEE NHK/ABRA

Note |: Water consumption of Shandong premise was not included due to the breakdown of water F1 0 BHRLERESRKEEERE S 8ER
meter. BLREMHAKE -

Note 2: As the revenue of FY2019 was decreased, the water consumption intensity was increased H20 AR0FHHEENRABARRD Bt
subsequently. BYRKZER 2T LA

Meanwhile, the manufacturing operation consists of chemical mixing procedures that BRI HREEBRERSRIEEMESR
would result in the generation of wastewater with chemicals. In response to this, Sinomax FFr BHEECEmr)5KEER - EE - B
was conscious of the adverse environmental impacts of direct release of wastewater. As a BRI SKERERENABEYE - ER—
responsible company, the Group has formulated a policy, along with the following targeted FEEAHNRAR ARECHERRL B
measures to manage wastewater discharge: B A B 5 KRR

Properly connect the designated drainage collecting wastewater pipes from
spray tower and sites cleaning to local water treatment plant for proper
treatment and compliance

IS SRR IS5 R 2R K ISR E R E b KRR -
ETEENREMNESTESR

Provide separate sewer system for staff canteen to sort out waste cooking oil
from municipal wastewater

RETRERHEBNTKERSR - UREKT S RERH

Encounter wastewater generated as a result of maintenance as hazardous
waste for handling

BEEEEEENEKEFEEERETRE
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Moreover, the Group has also invested in building a diffluence facility at Zhejiang premise. On
one hand, it assists in treating wastewater prior to discharge to neighbouring water bodies. On

another hand, the diffluence facility technically separates rainwater and sewage.

In a bid to supervise the situation of wastewater discharge and treatment, wastewater
sampling and auditing was carried out annually at all production premises to guarantee the

compliance requirement had been fulfilled.

WASTE MANAGEMENT

Reinforcing the waste stewardship approach towards waste avoidance, reduction, reuse and
recycling, the Group systematically classified its waste into non-hazardous waste, hazardous

waste, recyclables and non-recyclables.

To further elaborate hazardous waste management to our stakeholders, the handling
procedures and type of hazardous waste will be discussed more deeply. In the manufacturing
premises, hazardous waste mainly consists of machinery oil, chemical containers and residue.
As stipulated in the solid waste handling manual, all employees are responsible for properly
separating waste by types and putting it at the specified waste storage area. The storage area
shall always remain clean, ventilated and cool. On a regular basis, the HR Department was
assigned to employ eligible contractors for waste recycling and handling. For every handling
transaction, appointed personnel shall fill in a hazardous waste transfer form to record the
transaction. Additionally, regular trainings were provided to the employees so as to deepen

their understanding of appropriate waste sorting and management.

The process of manufacturing gives rise to a significant amount of waste foams. In recognition
of the issue, Sinomax has constructed a recycling facility at all sites to collect the wasted foams
and sophistically turn them into resalable useful materials. As a result, not only is the resources

efficiency effectively enhanced, but also waste generation due to manufacturing is reduced.

RE -#HERERRE

BN REBUENTHERIBRERSD
MM —HH ©EIRERSKERY
ME A ERKER - Z—HH M52 MK
HE AL 1S R K A5 K 7 o

REESKNBRMEERER AEERE
FEMASMETSKREMER  LRR
BREENAER

BERMEE

RINEEEMES R FRBEMEK
WEENEE L AEEREEYE RGK
WOBREERRY BEEEY ATRK
BEYNMAARKERY -

RE—FARMANFNERMLAEEEENE
B AEBRRYNEREREFNERKESER
AHwm-EEET ST AEREVIE
BREWERR CERRNERY - RIE
ElfeEREYEIET M rEs e RIH
AEARBARENBRERMABERER
EENERDMEFR REERERRREE
ZoBRNER ANERBEMZIREH
FR) PR3 ) I RE R WD [0 WO B B PR 1 Bl B PR AR R
Mo BRARBRBRERREY HEABRE
RESERVEBBRBIAELTE 1IN K
B 8 THRMEE IR AR i F1% RE
BYMOBMEENRH -

EEEBET AEECEL —THENSE
WERY MMM E BHEEMAHETRE
T EERERE BERARERLTE
WA - %7 5 R 22 D [0 W P S K R i B Y
AERAME-#ER TEARMRERES T ERA
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As an easy start of daily waste reduction in the workplace, the Group encouraged its ARLIEGNBEEEREY KEBSHE
employees to bring their own drinking bottles for water refill, instead of bottled or barrelled ETEEKANER LB EFRRERBE
water to minimize generation of plastic waste. KRB EENEREREY-

The Group is dedicated to steering its waste management approach by chronicling the KREBMOMZSEEEZEYHNEREEHF LT
disposal and treatment of waste for continuous improvement of resource utilization. During HiRmERIAX RREFER AEE
the reporting year, the Group had achieved an overall non-hazardous waste recycling rate of MEZEZMEROKEL8% - AEERK
82%. The Group will keep up the effective waste management initiatives while continuing to BERDBEUNEDERER AFEES
identify ways to reduce and recycle waste. BOR D M B R RE ) 75 0% o

Non-hazardous waste type

BEERMER

Tonnes I Overall % EfE 5%

483 27%

Foam recycled
51 U5 154

242 13%

Metal recycled

O]

Non-hazardous waste 644 3 6%

o Paper recycled
EBEBRY Bl HI 45 3R

6%

27% 13% 36% 6% 18% P'E“&gggﬂ?d

VIV IV ISV SISV S
33 1 General waste disposed
EEBN—REEY

354
Tonnes W
Hazardous waste disposed
ERENEEEEY
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GREEN OFFICE

To extend our effort in reducing environmental burden, apart from implementing greener
manufacturing initiatives, the Group promotes green office adoption to create an all-rounded
green working culture and strengthen environmental awareness in the workplace. Under
the “Sinomax Green Office Plan”, the HR Department was appointed to put the plan into
practices, and closely review the monthly performance. According to the plan, employees are

advised to:

Maintain room temperature between 24 and 26 degrees

REF

Celsius to avoid unnecessary power wastage

Switch off all electronic devices and lighting systems when
not in use to cut down on electricity consumption

Shut down computers at 10pm automatically
to save energy

Print on both sides of paper to alleviate
the demand for paper use

Reuse and recycle used papers as far as possible =g

Encourage electronic documentation and
promote paperless operation

Bring own drinking cups and bottles to
avoid single-use drinking containers

Moreover, energy saving signage has been affixed at noticeable areas to promote employees'
environmental consciousness and disseminate relevant environmental information. Sinomax

aspires to continue cultivating a greener working culture in the future.

Additionally, Sinomax has signed up to Energy Saving Charter established by Environmental
Protection Department and Electrical and Mechanical Services Department. Sinomax has
further reinforced energy efficiency and saving by following the guidelines provided to achieve
certain target. The Group endeavors to promote a greener operation and will continuously

assess the feasibility for implementing applicable measures.

EREAEREEMEE
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R HERERERE

LOOKING FORWARD

Despite the business challenge ahead, the Group will uphold its mission to provide high quality
products and promote health lifestyle in a sustainable manner. In order to minimize the cost
and emission of production and transportation, the Group is committed to enhancing its
production efficiency and arranging production and logistics schedules flexibly. In contribution
to sustainable business development, the Group will also continue to develop the 020

program to deliver care to the community and decrease environmental footprint.

S
-
“
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PERFORMANCE TABLE e

Environmental Performance Unit 2019 2018@

RERE B 20195 20185F®

Greenhouse Gas (GHG) Emissions & Z & 88 HE ik

Scope |: Direct emission®® Tonnes of COz equivalent (tCOz-e) 1,883 2,309

HWE - BEEHER AME_EREE

Scope 2: Indirect emission® tCOx-e 6,844 7,294

#ED - FEHERO AW _RLIREE

Total emissions tCOr-e 8,727 9,603

BErmE AM_RILRES

GHG emissions intensity tCO»-e/M’ Revenue 29109 225

BERBINEE AW_ARERABKA

Energy Usage/®© BEJR & f0©

Solar energy?) MWh JK FLEs 2,244 2,279

N

Electricity MWh JE LB 10,875 11,554

g

Natural gas® MWh JK FLEs 697 420

RARRO m® 377K 64,491 38974

Manufacturing diesel MWh JE LB 249 393

5 Litre (L) Ft 23,413 36,967

Diesel used for transportation MWh JK FL B 6,120 5778

e Litre (L) F+ 570,467 542929

Petrol used for transportation MWh JK i, B 394 1,939

Eal Litre (L) Ft 41,445 208,158

Liquefied petroleum gas (“LPG") MWh JK BB 0 25

BEEHE (R ERR) LA ¢ 14409

Gas R, MWh JE LB 25 19
kg DT 9,100 7450

Energy consumption BEEE A MWh JK i B 20,605 22,408

Energy intensity &R % & MWh/M' Revenue YK ELB /B B A 6.88(0 526

Water Consumption® Fj7k©)

Total 28 m? 377K 254,124 315254

Water consumption intensity 7K 2 & m¥M' Revenue 3 77 K/B BUA 847900 73.95

Hazardous Waste B EEEY)

Total #5T tonnes MA 354 185

Non-Hazardous Waste & Z EEE Y]

Total #5T tonnes 1,812 871

Total waste recycled BEE W) Bl I 1B & tonnes & 1,480 977

Waste recycling rate [E% 22 4] [B] Ui & % 82 83

Packaging Material 4% #1 %

Total #5T tonnes 5,585 7,158

BHREBERAAF
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i

Note (1):

Note (2):

Note (3):

Note (4):

Note (5):

Note (6):

Note (7):

Note (8):

Note (9):

Note (10):

HERERRSE

Gaseous emissions are insignificant to Sinomax's operations.

Scope | GHG emissions refer to direct emission of GHG from sources owned or

controlled by the Group, which include (i) transportation and (i) machinery usage.

Scope 2 GHG emissions refer to indirect GHG emissions resulting from the generation of

the electricity which the Group purchased.

The retail shops' energy consumptions were excluded.

2018 energy consumption data had been refined as to increase the comparability with

2019 data.

The Group's premises did not use LPG for transportation in 2019.

The reported data involved the electricity generated from solar panel in Dongguan

premise only.

Natural gas was used in the Shanghai and Dongguan factories only. The Dongguan factory

has started using natural gas since May, 2018.

Water consumption of Shandong premise was not included due to the breakdown of

water meter.

As the revenue of FY2019 was decreased, the energy, GHG emission and water intensities

were increased subsequently.
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Social Performance Unit 201969 2018
HERRO B 2019569 2018
Workforce Profile & T#f5%
Total workforce BB & No. of people AE 2,497 2,864
Total turnover rate # 8 T &= % 41 -
By gender Male 5314 No. of people A1 1,233 1,476
71 RIE D Turnover rate% 8 Tifi K & 21 -
FemaleZz 1 No. of people A% 1,264 1,388
Turnover rate % 8 Ttk % 20 -
By age group 30 years old or below No. of people A £l 504 675
RERERE D 30BR A T Turnover rate % 8 T K% 13 -
31 to 50 years old No. of people A £l 1645 1,866
31 BR2505% Turnover rate% 8 Tt & % 24 -
50 years old or above No. of people A & 348 323
50 BRBA £ Turnover rate % B LK% 4 -
By working level Management & 12 8 No. of people A £ 41 20
RERARE D Turnover rate % 8 T K% 0.5 -
Senior £8 32 4% Al No. of people A £ 64 52
Turnover rate % B LK% I -
Junior — A% 5% Ak No. of people A & 2,392 2792
Turnover rate % 8 T fi k& 39.5 -
By geographical region Hong Kong & /& No. of people A1 171 12
i@ R E S Turnover rate % 8 T jfi k& I -
PRC Bl No. of people A 2,326 2752
Turnover rate % B T jfi k& 40 -
By employment type Full time 2 B8; No. of people A1 2,433 -
R EENE S Turnover rate % 8 T KX 40 -
Part time 3R % No. of people A1 64 -
Turnover rate % 8 LK% I -
Occupational Health and Safety ¥R EHEZ 2
Injury rate per 1,000 employees T & B T 5% % 12.65 12.40
Lost days due to work injury B T{Z Bk TIER 2 Day B 1,133.5 1202.5
Number of fatalities 5% = #(F No. of people A £ 0 0
Rate of fatalities 5% = bh 3 % 0 0
Training and development @ 3% HI M & &
By gender Male 531 Training % X3 B 7' tb 85 =
Z1RIE 5 Average training hour 114 =
AT
Female ZC 1 Training % S E 2 £ 68 =
Average training hour 89 -
TR
By employment type Management & 12 [g Training % S 3I B 7t 44 -
RESRE S Average training hour 9 =
R ]iss
Senior £ X 4% 7 Training % Z B 2 tb 6l -
Average training hour 13 =
RANTF RS
Junior — BB AR Training % X3 E 2t 77 -
Average training hour 105 -

R 8

BHREBERAAF
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BRE HERERERE

Note (1): Employment information of premises not included in the reporting scope were excluded.

Note (2): Training and development information has only been started to collect since 2019.

Note (3): The Group has started to disclose turnover information since 2019.

Note (4): As Chengdu premise has been sold during the reporting year, resulting in a higher

employee turnover rate than the previous year

Sinomax Group Limited 2019 Annual Report
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ESG CONTENT INDEX

Aspect KPI Description
EH HREXESR

RE -#HERERRE

ESG AR RS
Statement/Section Page No.
BHEH RE

SUBJECT AREA (A) ENVIRONMENT %

Al:EMISSIONS
BEAl : Y

Al General disclosure  Information on:

—RIKE

Al

Al2

Al3

Al4

AlS

Al6

(a) the policies; and

@ BX X

(b) compliance

(b) ERHIEHR

The types of emissions and respective emissions data.
BB MR B A B o

Greenhouse gas emissions in total (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume,
per facility).

RERBAGNE (UMEE) R (ER)

BE (MABEEEN BEREHE) -

Total hazardous waste produced (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume,
per facility).
FFEEESREEYRE (UEE) R (NER)ZE
(MABEBEN BBERMITE)

Total non-hazardous waste produced (in tonnes) and,
where appropriate, intensity (e.g. per unit of production
volume, per facility).
FrEERESEEYRES (UEE) R (NER)ZE
(WMABESEN BERMEHTE) -

Description of measures to mitigate emissions and results
achieved.

R E SR E N R AEMR

Description of how hazardous and non-hazardous wastes

are handled, reduction initiatives and results achieved.

HiREAEREZEZRNNTE REELENSE

R SRR °

(a) Contribute to create a better

environment
(2) BIEFIFIRIR

(b) There was no non-compliance noticed
during the Reporting Year.

b) HEFENLERBNERER
£

Performance table

BMEK

Performance table

e

Performance table

AR

Performance table

BEK

Energy consumption and GHG emissions

REIRIE A SR = R EBBEIR

Waste management
BEERNER

[H-121

123-126

123-126

123-126

123-126

[13-116

[19-120
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Aspect KPI Description Statement/Section Page No.
[ BEEXESR #HA B EH B

A2: USE OF RESOURCES
BEA2 :ERER

A2 General disclosure Policies Contribute to creating a better environment Y
—RIKE B EERFRE
A2l Direct and/or indirect energy consumption by type (e.g. Performance table
electricity, gas or oil) in total (KWh in ‘000s) and intensity &5
(e.g. per unit of production volume, per facility). 19312
RENADNERRSEEER (NE - fzh) 2
HE(NTETREHE) REE (MABEEEN -
BERME)
A22 Water consumption in total and intensity (e.g. per unit of  Performance table
production volume, per facility). ERE 123-126
BREKEREE (MWABESEM SRR E) -
A23 Description of energy use efficiency initiatives and results ~ Energy consumption and GHG emissions
achieved. BERGE R NOR = REBHE K [13-116
f R BRI A A B R PAEMR
A24 Description of whether there is any issue in sourcing water Water and wastewater management
that is fit for purpose, water efficiency initiatives and resutts i 7K & 57K & 12
achieved. [7-119
1 3 SR ERSE /KO b AT (AT TR - DA BRI K 3K
s ERAEHAR-
A25 Total packaging material used for finished products (in Packaging material
tonnes) and, if applicable, with reference to per unit BEME
produced. 123-126
SARmAAREMENEE (UHEHE) R (ER)
BEEBUSE-
A3:THE ENVIRONMENT AND NATURAL RESOURCES
BEA3 RERRARER
A3 General disclosure Policies Contribute to creating a better environment .
—RIKE B EERIFRE
A3l Description of the significant impacts of activities on the Contribute to creating a better environment
environment and natural resources and the actions taken to 8i& ¥ f IR 3%
manage them. [H1-121

HARBEDEIRBERRAERNEATERE KR
EEAEMFENTE-
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RE HERE

ARE

Aspect KPI Description Statement/Section Page No.
[ BEEXESR #HA B EH B
SUBJECT AREA (B) SOCIAL # &
Bl: EMPLOYMENT
EEBI : EE
Bl General disclosure  Information on:
—RIKE
(a) the policies; and (a) Ethical operation
@) BUR: & () BEEE
100
(b) compliance (b) There was no non-compliance noticed
(b) EHEIER during the reporting year.
b) BEFERREHEBANERNER
=
BI.I Total workforce by gender, employment type, age group and Performance table
geographical region. Bk 123-126
wILR - EREER  FRAN RN NESRE
Bl.2 Employee turnover rate by gender, age group and Performance table
geographical region. Bk 123-126
RIER FRARN R E S NEESREAL K-
B2: HEALTH AND SAFETY
EEB  RERZE
B2 General disclosure  Information on:
—RIRE
(a) the policies; and (@) Employees well-being
(@ HR: R (@) BTt
103-108
(b) compliance (b) There was no non-compliance noticed
(b) EREEHR - during the reporting year.
b) REFENRERBNERER
=S
B2 Number and rate of work-related fatalities. Performance table 123126
EITEREMETHABKIL K- S
B22 Lost days due to work injury. Performance table 19312
EAIBEEIERH- BaR
B23 Description of occupational health and safety measures Employees well-being
adopted, how they are implemented and monitored. SI@ 19312
WA B R R FE T 2550 A RBREHRTR
BRI
EREEERAF 20095 EHE 129
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Aspect KPI Description Statement/Section Page No.
[ BEEXESR #HA B EH B
B3: DEVELOPMENT AND TRAINING
B3 : #E R
B3 General disclosure Policies Employees well-being 103108
—RIEE BR BIRE4
B3.1 The percentage of employees trained by gender and Performance table
employee category (e.g. senior management, middle B
management). 123-126
RUBNREEEN (NERERE FREERES)E
ATNXIEEBEDL -
B3.2 The average training hours completed per employee by Performance table
gender and employee category. Ve 123126
BRI LREBERNE D BREETKZINTFGE
e
B4: LABOUR STANDARDS
fEMEB4 : 55 TR
B4 General disclosure  Information on:
—RRE (a) the policies; and (a) Ethical operation
(@ BR: & (a) BIREE
100
(b) compliance (b) There was no non-compliance noticed
(b) EHREEH during the reporting year.
b) REFENRERBNERER
=S
B4.1 Description of measures to review employment practices to Be a responsible employer
avoid child and forced labour. BEANEE 101-102
f R R E PR E AR R ET RAHIST -
B4.2 Description of steps taken to eliminate such practices when Be a responsible employer
discovered. BEENEE 101-102

R RRE RSN EIRE BERAA RN S5
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Aspect KPI Description Statement/Section Page No.
[ BEEXESR #HA B EH B

B5: SUPPLY CHAIN MANAGEMENT
fEHBS : fEEER

B5 General disclosure Policies Sustainable value chain 90.99
— MR BR AR EEER
BS.| Number of suppliers by geographical region. Stringent procurement practices 91.93
miRE D HEREE BERBER
B5.2 Description of practices relating to engaging suppliers, Stringent procurement practices
number of suppliers where the practices are being BERETR
implemented, how they are implemented and monitored. 91-93
HAERHERERENED  MERTEBEG M
EREEE ULBEERNRTRERT A
B6: PRODUCT RESPONSIBILITY
BEB EMEME
B6 General disclosure Information on:
—RIKE
(a) the policies; and (a) Sustainable value chain
@) BX: Rk () AIHEEERE
90-99
(b) compliance (b) There was no non-compliance noticed
(b) EHEEH during the reporting year.
b) REFENRERBNERER
e
Bé. Percentage of total products sold or shipped subject to Connecting our customer
recalls for safety and health reasons. BHERMOEP 57.99
EERCEXERBHTRL2ERFEAMARR
BB D
B6.2 Number of products and service-related complaints Connecting our customer
received and how they are dealt with. BHERMOEP 97-99
REBRERERGHORFERE AREE %
B6.3 Description of practices relating to observing and protecting Connecting our customer
intellectual property rights. REFMNEP 97-99
i EGENRENZEETANED
B64 Description of quality assurance process and recall Customer-oriented products and services
procedures. A RARHE m &R 94-96
Bl mERTEBEREMEEER -
B6.S5 Description of consumer data protection and privacy Connecting our customer
policies, how they are implemented and monitored. BHERMONEP 97.99
8 B E B RMRIE RALBBR - AR R E
BhiEe

BEEEERAT 20195 FHE 131
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Aspect KPI Description Statement/Section Page No.
B & BEEXESR #HA B EH B
B7:ANTI-CORRUPTION
BEB7 : RES
B7 General disclosure  Information on:
—RIEE
(a) the policies; and (a) Ethical operation
@ B®R: & (a) BIBEE
100
(b) compliance (b) There was no non-compliance noticed
(b) EHEEH during the reporting year.
b) REFENRERBNERER
e
B7.1 Number of concluded legal cases regarding corrupt Ethical operation
practices brought against the issuer or its employees during 812 & &
the reporting period and the outcomes of the cases. 100
RERHFAHETAREEERIYCEENESA
DR B RFRE
B7.2 Description of preventive measures and whistle-blowing Ethical operation
procedures, how they are implemented and monitored. BELE 100
ik S5 R R WEN - AR TRERRE-
B8: COMMUNITY INVESTMENT
EmBS : HERE
B8 General disclosure Policies Care for the community 108110
—RIKE BR HemE
B8.I Focus areas of contribution (e.g. education, environmental ~ Care for the community
concerns, labour needs, health, culture, sport). HeRE eile
EIERER (NHE REFE SIFR K-
X{ 8E5) -
B8.2 Resources contributed (e.g. money or time) to the focus ~ Care for the community
area HEHR 108-110

ERIREMPAER (M HLKRE) -
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INDEPENDENT AUDITOR’S REPORT

Deloitte.

TO THE SHAREHOLDERS OF SINOMAX GROUP LIMITED
BHEEEERAT
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Sinomax Group Limited (the
"Company”) and its subsidiaries (collectively referred to as “the Group”) set out on pages
144 to 315, which comprise the consolidated statement of financial position as at 3|
December 2019, and the consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements, including a

summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2019, and of its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") and have been properly prepared in compliance

with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs")
issued by the HKICPA. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section of our
report.We are independent of the Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (“‘the Code"), and we have fulfiled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

BREEE

Key audit matters are those matters that, in our professional judgment, were of most MREGTEERREESNBEAL YA
significance in our audit of the consolidated financial statements of the current period. These MG EBRRNBHEREENEE-
matters were addressed in the context of our audit of the consolidated financial statements ELEEREEEEER #v?\é\ﬂﬁfkiﬁ%&
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on HESRBETREN TETSUELE

these matters.

Key audit matter

BRELSH

Impairment of goodwill and intangible assets

BEREREEZBE

We identified the impairment of goodwill and intangible assets arising
from the acquisition of Dormeo North America, LLC (“Dormeo”)
in 2016 as a key audit matter due to the significant management
judgments and estimations are required to estimate the value in use of

cash-generating units (“CGUs") of the Dormeo.

H R R2016F W HEDormeo North America, LLC
([Dormeo | EA VBB EEZ RERABRETSE
RE A Dormeo REEALEN ([(REELEN]) 2FR
EBEEENEREREFE LAt
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BRHEEFENER -

How our audit addressed the key audit matter

BEEESTHRARENSENERESN

Our procedures in relation to impairment of goodwill and intangible assets

included:
XN EREREENRELEFBE:

. Obtaining an understanding of the management’s basis and
assumptions used in relation to the impairment of goodwill and
intangible assets, including the process of preparation of the discounted

cash flow model and CGUs allocation;

TREEENAAREREVEENREMAZAERERR
ERREMRRGRERYNASELBUMAR:

. Evaluating the appropriateness of the key assumptions, including growth
rates, gross margin, discount rate and expected sales from customers, in
the discounted cash flow model prepared and endorsed by the board
and reviewed by an independent professional valuer and discussing with

the management on their expectation for future market development;

HEEFERAENRIIKBYUEXLEMERN  RBRES
MERULBARBR (BRERX EMNX BREXRKER
ﬁﬁ’ﬁﬁﬁﬂﬁﬁﬁ)ZLm\i WERERERNBREERKTHE



Key audit matter

BRELTSER

Impairment of goodwill and intangible assets

BEREREEZBE

Determining whether the goodwill and intangible assets are impaired
requires the management judgments and estimations to estimate the
value in use of the CGUs related to business of which the goodwill
and intangible assets have been allocated using discounted cash flow
model. In estimating the value in use of the CGUs, key assumptions
used by the management include growth rates, gross margin, discount
rate, expected sales from customers and management's expectation

for future market development.

BrRERENEERGDHERFLHERNEERE HE R
FAERMRAERERAGTECEIEREREVEAE
CEBBRZRSEL BN EREE NEFREEEEN
ZEREERN EEEMAZHRBREREERE EMX 8
BE - REFFMNBENHEREEEUYRRTHEER I HE-

INDEPENDENT AUDITOR’S REPORT
B2 RETRE

How our audit addressed the key audit matter

ESEFTHBRENSENERESRN

. Evaluating the reasonableness of, and recalculating, the sensitivity
analysis prepared by management and assessing the impact on the

value in use of the CGUs;

AEERERENBRENNNAEN WETENTE K
EEEReELBUEREENTE:

. Comparing the actual results for the current year with management’s
cash flows projections prepared in the previous year to evaluate the

accuracy of management's budgeting process;

BAFECERZEAEEEREZFRENASRERBE
LB U EREBEL T BN ERIZE:

BEEBEERART 209FEFRE
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Key audit matter

BRELTSER

Impairment of goodwill and intangible assets

BEREREEZBE

As at 31 December 2019, the carrying amounts of goodwill and
intangible assets are nil and HK$ 15,374,000, after taking into account
the impairment losses of HK$36,463,000 and HK$108,350,000 that

have been recognised, respectively.

R2019F12A3IB HEREFEEZEAEIIATR
15,374,000/ 7T » It &t R EHER 2 RIEE 1B 5 5l B36,463000/8
7T 1 108,350,000/ JT. °

Details relating to the management assessment on the impairment
of goodwill and intangible assets are set out in note 22 to the

consolidated financial statements.

BEREERBHHERENEE ZCRENGFEIANGE MR
RMEE2 -

Sinomax Group Limited 2019 Annual Report

How our audit addressed the key audit matter

ESEFTHBRENSENERESRN

Evaluating the competence and objectivity of the independent qualified
professional valuer and obtaining an understanding of the valuer's scope

of work and their terms of engagement; and

AHEBIAEREXREMNBIRERETERE URT#BE
EMOTHEBEREENZEESR: &

Engaging our internal valuation specialists to assess the appropriateness

of valuation methodology and discount rate adopted.

BENBEEERFEARBGEEDELEAETOEE 1t -



Key audit matter

BRELTSER
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How our audit addressed the key audit matter

ESEFTHBRENSENERESRN

Impairment of property, plant and equipment and right-of-use assets held by the subsidiaries incorporated in The United States of America

(“US Subsidiaries”)

REFZEREZMELZHBAE ([ZEWBLE)HFZY¥ BERREUARREAREEZRE

We identified the impairment assessment of property, plant and
equipment and right-of-use assets held by the US Subsidiaries as a
key audit matter due to significance of management judgement and
estimations required to estimate the recoverable amounts of these

assets.

BRI R EIB R R 2 WE RS MR A R E R E
BEZRENGABRETER RARMGAFEEZITKR
[ BAEHENE R A R A5

Our procedures in relation to impairment assessments of property, plant and

equipment and right-of-use assets included:

BEERNE BERRBARERBEENRET EZEFEE:

Obtaining an understanding of the management’s basis and
assumptions used in relation to the impairment assessments of the

property, plant and equipment and right-of-use assets;

THREEEREBRNE HELREBUAREBREENREN
Rz EERRR:

Evaluating the competence, capabilities and objectivity of the
independent qualified professional valuer; comparing the recent market
transactions of similar property, plant and equipment by taking into
account of the conditions and other individual factors and challenging
the reasonableness of significant inputs used in the valuation regarding
the estimation of the fair value less costs of disposal of the property,

plant and equipment;

AEEVREREXRMGEMNBEIREE REHOREEE &%
BREBGRAEREMERNEZRELEEUDE BERRE I

MMERS YERERDE BERREZ R FEREEK
AEEFHAAEHETERANEIRGABBNA RN

BEEBEERART 209FEFRE
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Key audit matter

BRELTSER

How our audit addressed the key audit matter

ESEFTHBRENSENERESRN

Impairment of property, plant and equipment and right-of-use assets held by the subsidiaries incorporated in The United States of America

(“US Subsidiaries”)
REF

As at 31 December 2019, the carrying amounts of the property,
plant and equipment and right-of-use assets held by the US
Subsidiaries were HK$297 million and HK$146 million, respectively.
The management performed impairment assessments which took
into consideration the estimation of the recoverable amounts of the
property, plant and equipment and right-of-use assets which were
determined based on higher of fair value less costs of disposal and
value in use and certain key assumptions. In estimating the fair value
of property, plant and equipment, the Group took into account
the characteristics of these assets if market participants would take
those characteristics into account when pricing the assets at the
measurement date by using market approach. Value in use calculation
used cash flow projections based on financial budgets approved by the
management and certain key assumptions used by the management
including growth rates, gross margin, discount rate, expected sales
from customers and management's expectation for future market
development. Where the recoverable amounts of the property, plant
and equipment and right-of-use assets are lower than respective

carrying amounts, impairment losses may be recognised.

R2019512A31 8 - EE B AR ME - BE REENA R
FREEEZREESAALTEEE TR 46EE BT  EEE
ETREFERZETHYE BERRENRCAREEL
ARE S8 fE ZERFTHER AT ERHEM AR F
BEZRABRSEARE THRBRMET -AMS2EER
HERMERAMSEHEETERGZEREENEE Al &
KERGEAYE BERRBNATEREEZERSEENT
o FREENEREEEEM AN BEREUARERE
e A E TRRMER (BEERE EHE URE - RER
FPHREREENREEEHRARMSGER 2 ER) EARER
ERAFE - MNE BERZEUARCAREENTRES
BERSAZRAEE A ERREESSE-
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EREIMALZHBAA ([EEAWBAT)FRFZHE BERREURCEHEREEZHE

Evaluating the appropriateness of the key assumptions used in
estimating of the value in use of the property, plant and equipment
and right-of-use assets, including growth rates, gross margin, discount
rate and expected sales from customers, in the discounted cash flow
model prepared and endorsed by the board and discussing with the

management on their expectation for future market development;

AEBEREADE BERRBAREAEEEZEREETH
FEROERBR (EREFSERELIVLBRATRERR
HERE EFX RREXRKERPHRMHEE) 2EE K
YREFFTREEHRRNGERNPE

Evaluating the reasonableness of, and recalculating, the sensitivity
analysis prepared by management and assessing the impact on the fair
value less costs of disposal and value in use of the property, plant and

equipment and right-of-use assets; and

FHERERUNGEEHRHARY  LRTEFIE
RAEEYE BERREUREREEE AT @A SR
AREAEENYE &



Key audit matter

BRELTSER
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How our audit addressed the key audit matter

ESEFTHBRENSENERESRN

Impairment of property, plant and equipment and right-of-use assets held by the subsidiaries incorporated in The United States of America

(“US Subsidiaries”)
REF

Details relating to the management impairment assessments on the
property, plant and equipment and right-of-use assets held by the
US Subsidiaries are set out in notes 16 and |7 to the consolidated

financial statements.

FREHEEYXBMBRARAMBEE ZNE BERRENAR
EREEEREMEFEERGRMBRRMEI6RI7 -

EREIMALZHBAA ([EEAWBAT)FRFZHE BERREURCEHEREEZHE

Comparing the actual results for the current year with management's
cash flows projections prepared in the previous year to evaluate the

accuracy of management's budgeting process.

BAFECERZEAEEERNEZFRENASRERBE
HE AFHEEBEHEEBRNERRERE

BEEBEERART 209FEFRE
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The other
information comprises the information included in the annual report, but does not include the

consolidated financial statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover the other information

and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is
to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are

required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED WITH
GOVERNANCE FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with HKFRSs issued by the
HKICPA and the disclosure requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to

fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing
the Group's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic alternative but to do

SO.

Those charged with governance are responsible for overseeing the Group's financial reporting

process.

Sinomax Group Limited 2019 Annual Report
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or
error; and to issue an auditor’s report that includes our opinion solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of

users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain

professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error; as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal

control.

. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Group's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the directors.
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. Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in
the consolidated financial statements or; if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditor's report. However, future events or conditions may cause the Group to

cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair

presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision and

performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant

deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,

and where applicable, related safeguards.

Sinomax Group Limited 2019 Annual Report
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INDEPENDENT AUDITOR’S REPORT

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements of
the current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected to

outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent auditor's report is Gladys

Fung Suet Ngan.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

24 April 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
mEREkEMZEWER

For the year ended 31 December 2019
BEW09FNANALFE

2019 2018
2019 20184
NOTES HK$'000 HK$'000
M aE FERT FET
Revenue YA 5 2,997,321 4,263,322
Cost of sales i & AR (2,392,045) (3491,279)
Gross profit ES| 605,276 772,043
Other income H A 6 58,479 66931
Impairment losses under expected credit EHMEEEBEEAETZ
loss model, net of reversal BEEE (HEREEE) 7 (6,107) (5923)
Other gains and losses Hitn o g5 18 8 (67,140) 356
Selling and distribution costs SHE R AR (393,686) (453,362)
Administrative expenses THHAX (209,588) (217,491)
Finance costs B AX AR 9 (48,522) (40,096)
Other expenses Hith 2 (84,714) (94,872)
(Loss) profit before taxation FrELRT (EB1B) iaFl 10 (146,002) 27,586
Income tax expense PSR X 13 (66,000) (22,744)
(Loss) profit for the year Fr(EE) & (212,002) 4,842
Other comprehensive expense Hit 2 HB X
Items that may be reclassified subsequently ~ HA A JREEH 7B ER=HEER -
to profit or loss:
Exchange differences arising on translation MEBINEBELNERZR
of foreign operations (6,699) (59.937)
Reclassification of cumulative exchange HEMBARRETDEEERE
differences to profit or loss upon B RFHEN ZH
disposal of subsidiaries (9,623) (67)
Other comprehensive expense for the year FREMEZERXZ (16,322) (60,004)
Total comprehensive expense for the year FRNEERZEE (228,324) (55,162)
(Loss) profit for the year attributable to: THALTEEFA (ER) R
Owners of the Company ZN/NECTE RSN (216,509) (5,801)
Non-controlling interests JEIE AR = 4,507 10,643
(212,002) 4,842
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
RERERAEMEEKESE
For the year ended 31 December 2019

BE019F2A3IHIEFE

2019 2018
2019 20184
NOTE HK$’000 HK$'000
B FET FHETT
Total comprehensive (expense) income THATEEFRNZE (FAX)
for the year attributable to: WA BT
Owners of the Company PA/NEIE Z SN (224,578) (58,777)
Non-controlling interests E (3,746) 3615
(228,324) (55,162)
Loss per share BRER 15
— Basic and diluted (HK cents) —EARREE (B) (12.37) (0.33)

BHREBERAAF

2019 F B 8§ &
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEMBMRRE
At 31 December 2019
20195124318

2019 2018
20194 20184
NOTES HK$'000 HK$'000
Bt 3 FERT FAET
NON-CURRENT ASSETS EmENEE
Property, plant and equipment M BB R 16 569,836 682,084
Right-of-use assets TREEE 17 249,110 -
Investment properties KEME 18 33,376 90,224
Prepaid lease payments A HERE 19 = 62,479
Deposits paid for acquisition of property, MU EEME B E KRG
plant and equipment MRS 4,533 13,182
Goodwill Bk 20 - 61,409
Intangible assets mILEE 21 15,374 122,399
Other receivables H fth fE Y R IE 25 132,444 23,365
Deferred tax assets EEIREE 23 8,409 2545
1,013,082 1,080,593
CURRENT ASSETS MENE E
Prepaid lease payments FENEENIE 19 = 1,638
Inventories TE 24 491,845 531,071
Trade and other receivables g 5 & H b eI GRIA 25 559,476 843,359
Bills receivables JE W = 4% 26 55,553 91960
Trade receivables at fair value through FREMEEKEEATE
other comprehensive income HHR 2 B 5 FEWGRIA 28 44,696 87,769
Pledged bank deposits BHEMRITER 29 1,791 -
Fixed bank deposits EHRITER 29 — 32,394
Bank balances and cash wITEREE S 29 240,320 234,435
1,393,68I 1,822,626
CURRENT LIABILITIES REEE
Trade and other payables B 5 R H A FER I 30 532,053 600,258
Bills payables JET R T 31 47,649 86,181
Contract liabilities aHaE 32 466 893
Unsecured bank borrowings EIR IR ITIE R 34 622,863 584,369
Lease liabilities HEAR 33 59,429 =
Taxation payable IR 23,267 19,825
1,285,727 1291526
NET CURRENT ASSETS MEVEEFE 107,954 531,100
TOTAL ASSETS LESS CURRENT LIABILITIES & ER e A E 1,121,036 1,611,693
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
mEMBRAER

At 31 December 2019
R2019F 12/318

2019 2018
20194 20184
NOTES HK$°000 HK$'000
B 5 FHT FHET
NON-CURRENT LIABILITIES EREBAE
Lease liabilities HEARE 33 226,154 -
Unsecured bank borrowings AR ERITIE X 34 - 289,388
Deferred tax liabilities RERIEAE 23 29,874 96,462
256,028 385,850
NET ASSETS BEFE 865,008 1,225,843
CAPITAL AND RESERVES BEARK B
Share capital [N 35 175,000 175,000
Reserves 1 679,962 904,429
Equity attributable to owners of the Company KR R #EHB AL = 854,962 1,079,429
Non-controlling interests IR 46 10,046 146,414
TOTAL EQUITY W 4B RE 865,008 1,225,843

The consolidated financial statements on pages 144 to 315 were approved and authorised for

issue by the board of directors on 24 April 2020 and are signed on its behalf by:

Mr. Cheung Tung &R £ 4
DIRECTOR BF

EERREE:

FI44R3ISEFTHE A B IR F 20204
AMBREESHARRETE L H T

Mr. Lam Kam Cheung k88 % % &
DIRECTOR 2%

BHREBERAAF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RERBREHR

For the year ended 31 December 2019
BEW09FNANALFE

Equity attributable to owners of the Company

RARHENEERE
Share Non-
Share Share Merger  Statutory Capital options  Translation Retained Sub- controling
capital premium reserve reserve reserve reserve reserve profits total interests Total
il FER

BA ROEE AHEE ATHE ELXEE s ENGE REER Pt i #at
HK$000  HK$000  HK$000  HK$000  HKF000  HKF000  HKF000  HKF000  HKF000  HKF000  HK$000
Thr  TER  TAT  TEx AR TEx  TExr  TExr  TEr TExT  TiEn

(Note (i)~ (Note (ii))  (Note i)
(M) (BEEG) (M)

At 1 January 2018 (restated) K081 A 1B (S%5) 175000 19063 R0 909 L5456 154436 1309002
(Loss) profit for the year FM(EE) a7 - - - (5801) (5801) 10,643 4842
Exchange differences arising on BEBIEBELEN

translation of foreign operations ERZEE - - (52915) - (52915) (702)  (59937)
Reclassification of cumulative HE-HHBARE

exchange differences to profitor ~ E¥ A EEBEH

loss upon disposal of a subsidiary ~ ZFHE X F#E - - (61) - (6 (6) (67
Total comprehensive (expense) FRZE (FX)RaER

income for the year , SE9) (R (8T 365 (5516
Dividend recognised as distribution ~ FE#R A7 TR AT 8.

(note 14) (Hiz14) - - oS0 (17500 - (750)
Dividend declared to IR R TR )

non-controlling interests 8 - - - - - (11903)  (11.903)
Recognition of share based BRRAARFEL

payment expense - 1,140 - - 1,140 - 1,140
Lapse of share options BREXY - (876) - 876 - - -
Derecognition of non-controling R & — KT B2 A&

interests upon disposal BURRR IR R ER

of a subsidiary - - - - - 266 266
Transfers i - - - (2473) - - -
At 31 December 2018 0185128318 175,000 19,427 (20,236) 885,041 1,079429 146,414 1225843
(Loss) profit for the year FR(ER)&ET - - - (216509  (216,509) 4507 (212,002)
Exchange differences arising on REBNEBEEN

translation of foreign operation EXEH - - (3,039) - (3,039) (3,660) (6,699)
Reclassification of cumulative REE-RRBARE

exchange differences to profitor ~ EF A BEEERK

loss upon disposal of a subsidiary B FHE X B - - (5,030) - (5,030) (4593) (9.623)
Total comprehensive expense FEN2ERAXSE

for the year - S 089) (16509 (4578) (374 (28324)
Capital contribution by FERERTE

non-controlling interests - - - - - 390 390
Dividend declared to AR R IR 0

non-controlling interests s = = = - - (46,258) (46,258)
Recognition of share based EZRMHRFEX

payment expense = 111 = = 111 = 11
Lapse of share options BRELR - (14879) - 14879 - - -
Derecognition of non-controling &N B AR &

interests upon disposal BURRR IR B

of a subsidiary - - - - - (86,754) (86,754)
Transfers iz - - - (1999 - - -
At 31 December 2019 R2019F 12831 175,000 4,659 (28,305) 663,419 854,962 10,046 865,008
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Notes:

(iii)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

The merger reserve represented the difference between the total equity of those subsidiaries
attributable to the owners of the Company which were transferred from the shareholders of
Sinomax Enterprises Limited, the immediate holding company of the Company, (“Individual
Shareholders”) to Treasure Range Holdings Limited (“Treasure Range"), a wholly owned
subsidiary of the Company, and the aggregated share capital of the relevant subsidiaries
pursuant to the group reorganisation where the transfer of the relevant subsidiaries to
Treasure Range as satisfied by issue of new shares from Treasure Range to the Company and

from the Company to Sinomax Enterprises Limited.

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

upon liquidation.

In accordance with the provisions of the Macao Commercial Code, the subsidiary of the
Company incorporated in Macau is required to transfer a minimum of 25% of annual net
profit to statutory reserve until the accumulated amount equals half of its quota capital. This

reserve is not distributable to the shareholders.

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

(i)

For the year ended 31 December 2019
HE019F2A3IBILFE

EHEEDEREEBEARARES AR
EREMBLRANRREAEERALAIEE
PRARE#BCEERDAZKRE ([
BIRER])MARF 2 EME R A Treasure
Range Holdings Limited ( [Treasure Range |)
EEREENBEARRAEENZE M
Treasure Range®8 EiERAM B AR MR EE
fTreasure RangeM AN A BT R M RAR
ARNEFRCEERARETHRMOAR
Effe

REARTRFEARKMNE ([HE])KL
MHBRRASERAEOERRE KK
RENBNABREEERHBRAKTEE
FAKEREZGHE - ZERCRAES
BEADRBEAET METHBEHD
EERIMERZ50% QAR EEREET
-z ANEHERAEE (WE) X
EMEMER - BRETEREI EZERET
BRIED IR

BB (BER) MRTE  AARIRRM
Bk 7 &9 P 8 A R B B A & DS E E A
FzZehE B2 eBESRARERE
AR ZRETBRERED IR

BE0FNANBLEFE @ RRRFE
ITRBEREAARFZEMNBRAIER
BRAR([EH))NEMN%ER REA
998,012 7L ([E 7)) (4% 77,755,000
70) RAKER BN E R F RS I1%E nE
85% o [A IR 2 3 A JE 13 AR AR BR 1 8 H AT
PHRABREEERAR ([BEHEEER])
(ERBHMN—H2ENB LD R)H40%8K
B RERII74132% T (HHE 78,855,000
) REZHBOEER EXRBERRAEH
BROWENHBAR NEBREHBRE
FNERRRERSTE -RZERSHE T&
BB R ERFEERESEMNEEL
A1510,0008 7T W3t AE AR

BREEEAERAT 2009FFEHE

149



150

CONSOLIDATED STATEMENT OF CASH FLOWS

RERERER
For the year ended 31 December 2019
BEW09FNANALFE

2019 2018
20195 20184
HK$’000 HK$'000
FHET TETT
OPERATING ACTIVITIES B E g
(Loss) profit before taxation BrELRT (E518) a7 (146,002) 27,586
Adjustments for: TR IEFE
Amortisation of intangible assets MR E EEN 6,772 6,772
Depreciation of investment properties REMEFE 5,031 4,002
Depreciation of property, plant and equipment ME - WERBETE 71,848 73,572
Depreciation of right-of-use assets CREEENE 73,934 -
Finance costs BIRE AN 48,522 40,096
Gain on disposal of subsidiaries HERBEARZEIE (44,058) (5,285)
Gain from sale and leaseback transaction $HE KD S MERE (49,698) -
Impairment losses under expected credit loss model, TEEAE EEEENIE T 2R EEIE -
net of reversal on trade receivables k& 5 FE Y kT # [0 6,107 5923
Impairment losses on property, plant and equipment 13 « B E MR EREE 1B 17,274 -
Impairment losses on right-of-use assets fEREEEMERE 10,481 -
Impairment loss on goodwill AR E E 18 36,463 -
Impairment losses on intangible assets I & ERERIE 100,253 8,097
Interest income B A (3,158) (487)
Interest income on trade receivables at fair value FE M2 E W ERIR A T EDER
through other comprehensive income (“FVTOCI") ([EREMZEKRRLTFE
BER]) 2 B 5 EUGRIE 2 R B U A (3,213) (2,263)
Loss on initial recognition of trade receivables NEEREBEMPEREELTE
at FVTOC| YRR 2 B 5 WK IR 2 5 1R 3,362 1,910
Loss on disposal of property, plant and equipment HEWE BERZEBENEE 1,759 1,894
Provision for onerous leases EtEH E R = 2935
Provision (reversal of provision) for inventories FERE (BERD) 10,327 (5,670)
Release of prepaid lease payments BRPR TS EFIE = [,647
Share based payment expense B&AD < R B 2 111 [,140
Operating cash flows before movements in working LEEEHAINLEReRNE
capital 146,115 161,869
(Increase) decrease in inventories FE (Ehm) R (1,320) 139217
Decrease (increase) in trade and other receivables B 5 LA M ERFIER D () 254,412 (112,092)
Decrease (increase) in trade receivables at FVTOCI FREMEEWEZ A TEIRZ
B 5 EWGRIER A (30) 423815 (1222)
Decrease (increase) in bills receivables FEWEER A (3En) 74,754 (8,413)
Decrease in trade and other payables B 5 R E A e RRIE R (77,263) (90,004)
Decrease in contract liabilities EREBERD (427) (362)
Decrease in bills payables FE AT IR R (36,964) (597)
Cash generated from operations KREEFRS® 402,122 88,396
Hong Kong Profits Tax refunded (paid) RE(BR)BBEFEH 1,572 (4,177)
PRC Enterprise Income Tax (“EIT") paid BERPRECEMEH
([¥mBH]) (26,635) (24,307)
PRC withholding tax paid A B TR (24,102) (1418)
The United States of America (the “US") Income RO (BR)EFBRERE ([EE])
Tax refunded (paid) FRiG% 219 (810)
NET CASH FROM OPERATING ACTIVITIES REZPELRGFE 353,176 57,684
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERTRER

For the year ended 31 December 2019

HE019F2A3IBILFE

2019 2018
20194 2018%F
HK$°000 HK$'000
FERT FHBT
INVESTING ACTIVITIES B EE
Payment for acquisition of property, WHEME BB R BRER

plant and equipment (70,188) (46,021)

PRC EIT paid on the gain on disposal of a subsidiary %t 1 & — i 8 A &) 2 W= B 1

BRI (8,475) -
Placement of pledged bank deposits FHEEIPRITFR (1,791) (732)
Placement of fixed bank deposits 17 iUE BRSR1T 17 3K - (33,246)
Proceeds from disposal of property, HEME - HERRERFTISHRIE

plant and equipment 259,024 2,360
Withdrawal of fixed bank deposits REUE BIR1TIF R 31,928 31,979
Net cash inflow (outflow) from disposal of subsidiaries HEH B AR ZIHERA,

(note 42) O ) 8 (FsE42) 14,745 (2,175)
Interest received B F 8 1,754 487
Withdrawal of pledged bank deposits R T RITIFR = 3,567
NET CASH FROM (USED IN) INVESTING ACTIVITIES IR & E B EA (EA )R & /FH 226,997 (43,781)
FINANCING ACTIVITIES =0
Repayments of unsecured bank borrowings EEEEFRITER (599,118) (748,289)
Repayments of lease liabilities EEHEaE (253,066) -
Interest paid BT A (48,890) (40371)
Dividends paid [EENFYESA (19,409) (29,403)
New unsecured bank borrowings raised MESNEERRITER 352,071 896,887
Capital contribution by non-controlling interests FEIERIERITE 390 -
NET CASH (USED IN) FROM MEES (PR ELRSFHE

FINANCING ACTIVITIES (568,022) 78,824
NET INCREASE IN CASH AND ReERBFEEED

CASH EQUIVALENTS HEhnFRE 12,151 92,727
CASH AND CASH EQUIVALENTS AT FUORERBEEEY

THE BEGINNING OF THE YEAR 234,435 155,485
Effect of foreign exchange rate changes EXEHMTE (6,266) (13,777)
CASH AND CASH EQUIVALENTS AT FRRERBSED

THE END OF THE YEAR, represented by LASRTTHE R R 25

Bank balances and cash 240,320 234,435

BHREBERAAF

20019 F E R &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

GENERAL

Sinomax Group Limited (the “Company”) was incorporated and registered as an
exempted company with limited liability in the Cayman Islands under the Companies
Law Chapter 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands
and its shares are listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). lts immediate and ultimate holding company is
Sinomax Enterprises Limited (“Sinomax Enterprises”), a company incorporated in the

British Virgin Islands (the “BVI").

The addresses of the registered office and the principal place of business of the
Company are PO. Box 309, Ugland House, Grand Cayman KY|-1104, Cayman Islands
and Units 2005-2007, Level 20, Tower |, MegaBox Enterprise Square Five, 38 Wang
Chiu Road, Kowloon Bay, Hong Kong, respectively.

The Company acts as an investment holding company and the principal activities of its

principal subsidiaries are set out in note 45.

The consolidated financial statements are presented in Hong Kong dollar (“HK$"),

which is also the functional currency of the Company.

Sinomax Group Limited 2019 Annual Report
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

New and Amendments to HKFRSs that are mandatorily effective for the current

year

The Company and its subsidiaries (the “Group”) has applied the following new
and amendments to HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (the “"HKICPA") for the first time in the current year:

HKFRS 16 Leases

HK(IFRIC) — Int 23 Uncertainty over Income Tax Treatments

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement

Amendments to HKAS 28  Long-term Interests in Associates and

Joint Ventures

Amendments to HKFRSs  Annual Improvements to
HKFRSs 2015 — 2017 Cycle

Except as described below, the application of the new and amendments to HKFRSs
in the current year has had no material impact on the Group’s financial positions and
performance for the current and prior years and/or on the disclosures set out in these

consolidated financial statements.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

FEFRTE] BRRIMEER ([FBME
WEERA ) REBTE

REE RS MR R BB MBI EER
REETA

ARBIMEAMBLR ([FEE])ERA
FEERERELAGINAG ([FEE
FHEIAE])RARAT AT BEM B
SRR RAEBRIA:

EAMBHRE LN HE

165

B (EBRUBRE FMISHERN
2EZE®) THEE I
—REE3R

ERAUBREEN ABAMENREA
SFIRAERT A BT

BB g EA SHEIBET - fER sk
FI9HRAEFT AR BB
BB e £ REE R REE
FEBTHRAEFT AR 3 =3
s
BEMBmMEER 20155 F2017F
GO BEREBTHK
HERAIMEF
[E B

BR T XA Ao - AR R AR BB
BEREEIRABITAHAKERASF
EERBAFELMBRARKRE, &
REGAMBBRRMHA L REZEE
BA¥E-

BEEEERAT 20195 FHE 153



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1  HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current year HKFRS
16 superseded HKAS 17 Leases ("HKAS 17"), and the related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to contracts
that were previously identified as leases applying HKAS 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 or modified on or after | January 2019, the Group
applies the definition of a lease in accordance with the requirements set out in
HKFRS 16 in assessing whether a contract contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative effect
recognised at the date of initial application, | January 2019.

As at | January 2019, the Group recognised additional lease liabilities and right-
of-use assets at amounts equal to the related lease liabilities adjusted by any
prepaid or accrued lease payments by applying HKFRS 16.C8(b)(ii) transition.
Any difference at the date of initial application is recognised in the opening

retained profits and comparative information has not been restated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1 HKFRS 16 Leases (continued)

As a lessee (continued)

When applying the modified retrospective approach under HKFRS 16 at

transition, the Group applied the following practical expedients to leases

previously classified as operating leases under HKAS 17, on lease-by-lease basis,

to the extent relevant to the respective lease contracts:

relied on the assessment of whether leases are onerous by applying
HKAS 37 Provisions, Contingent Liabilities and Contingent Assets as an

alternative of impairment review;

elected not to recognise right-of-use assets and lease liabilities for leases

with lease term ends within |2 months of the date of initial application;

excluded initial direct costs from measuring the right-of-use assets at the

date of initial application;

used hindsight based on facts and circumstances as at date of initial
application in determining the lease term for the Group's leases with

extension and termination options.

2

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

FEFRTE] BRRIMEER ([FBME
WEEA ) REBITA (K)

REE RS MR R BB MBI EER
REMBITA (&)

2 BRUBBREEUEIGREE
(%)

EREBEA (&)

R BB S LA
GHIET 2 BT A
AR E B R RAE 75
HRREEEE AR RAE
SEEHBO 2 EWEEEAUT
TR

KEERERE B ER
FIVRBEGE ARRERE
REEERBRERNCE
RE HEEERTEE

&

i BRETHIMHNENER
BEREARzAE ZF R
BEERHEAE:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1 HKFRS 16 Leases (continued)

As a lessee (continued)

When recognising the lease liabilities for leases previously classified as operating
leases, the Group has applied incremental borrowing rates of the relevant
group entities at the date of initial application. The weighted average incremental

borrowing rates applied by the relevant group entities ranged from 5% to 10%.

FEFRTE] BRRIMEER ([FBME
WEEA ) REBITA (K)

A EIRIE AR BRI B R R

REMBITAR (&)
2l BRUKBRLEEEGRHES

(%)

EREBEA (&)

BRSO BAKEHE  HER
RHEEaER ARECERARE
REMBHZABSERER EE
R E - AEEEERAER
MEFIYEEERFI RN F5%E
10% °

At
| January
2019
R2019%F
IAI1H
HK$'000
FHT
Operating lease commitments disclosed as at 20185 12A31 Bk EE 2 I8 & T E A E
31 December 2018 295,537
Lease liabilities discounted at relevant incremental REBEEERMNEYR  HERE
borrowing rates 262,644
Add: Purchase option reasonably certain to be m:aREEETIEBERERE ()
exercised (Note) 79,104
Less: Recognition exemption — short-term leases woERHE-RHAE (14,630)
Recognition exemption — low value assets BRABE-EEEEE (95)
Lease liabilities relating to operating leases recognised 720195 | A | B fE A& B & %R
upon application of HKFRS 16 as at | January 2019 S 165 1A TER 2
ARgEHEC EERE 327,023
Analysed as DA
Current k) 219,849
Non-current k) 107,174
327,023
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1

HKFRS 16 Leases (continued)

As a lessee (continued)

Note: According to the operating lease agreement entered into by the Group in

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

the pre-determined purchase consideration.

2

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

FEFRTE] BRRIMEER ([FBME
WEEA ) REBITA (K)

REE RS MR R BB MBI EER
REMBITA (&)

2 BRUBBREEUEIGREE
(%)

1EREBA (&)

st BIBAREER0I5FFT LK
2HERE AEEERATEE
BEBRR=FRAIENE
BREE NRELAEEZE
ERBUREAZERRRER
HEZWE -HEEREREHE
B REEUNEISRASH X
ARESRKEEA0I8FLE
PRAZBEETRTSHZE
EmEmS SHNERSEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG 2 ERFRTERNBREED ([FEME

FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1 HKFRS 16 Leases (continued)

As a lessee (continued)

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

WEEA ) REBITA (K)

REE RS MR R BB MBI EER

REMBITA (&)

2 BRUBBREEUEIGREE

(%)

1EREBA (&)

ROI9FIRIBZEREEE K

following; HERFEATEE:
Right-of-use
assets
EREEE
NOTES HK$'000
B & FET
Right-of-use assets relating to operating leases ERBEBHBREENEIREER L
recognised upon application of HKFRS 16 BHKEHE RAREE 327,023
Reclassified from prepaid lease payments BENEERBEENHE @) 64,117
Adjustments on rental deposits at | January 2019 R19FIHIBHEERS 2 RE (b) 2923
Less: Accrued lease liabilities relating to rent free W09 F I AIBAEBEEHEBRE (©
period at | January 2019 EtHERRE (17359)
Provision for onerous leases BREEEERE (d) (2.935)
373,769
(a)  Upfront payments for leasehold lands in the PRC were classified as prepaid @ HPBEEETMzENRE

lease payments as at 31 December 2018. Upon application of HKFRS 16, the

current and non-current portion of prepaid lease payments amounting to

HK$1,638,000 and HK$62,479,000 respectively were reclassified to right-of-

use assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1 HKFRS 16 Leases (continued)

As a lessee (continued)

(®)

(©

(@

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

assets.

Rent free period

These relate to accrued lease liabilities for leases of properties in which the
lessors provided rent-free period. The carrying amount of the lease incentive
liabilities under trade and other payables as at | January 2019 was adjusted to

right-of-use assets at transition.

Provision for onerous leases

These relate to provision for onerous leases for several retail shops. The
carrying amount of the provision as at | January 2019 was adjusted to right-of-

use assets at transition.

e P BHmRME

For the year ended 31 December 2019
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REMBITA (&)

2 BRUBBREEUEIGREE

(%)
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©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1 HKFRS 16 Leases (continued)

As a lessor

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

of initial application and comparative information has not been restated.

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

recognised as income on straight-line basis over the extended lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and Amendments to HKFRSs that are mandatorily effective for the current

year (continued)

2.1 HKFRS 16 Leases (continued)

As a lessor (continued)

Before application of HKFRS 16, refundable rental deposits received were
considered as rights and obligations under leases to which HKAS 17 applied
under trade and other payables. Based on the definition of lease payments under
HKFRS 16, such deposits are not payments relating to the right-of-use assets and

the discounting effect is insignificant at transition.

Effective on | January 2019, the Group has applied HKFRS |5 Revenue from
Contracts with Customers (“HKFRS 15") to allocate consideration in the
contract to each lease and non-lease components. The change in allocation
basis has had no material impact on the consolidated financial statements of the

Group for the current year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG 2 ERFEEEMBHREER ((EEME
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued) HEER]) REEFTR (K)
New and Amendments to HKFRSs that are mandatorily effective for the current AEERHIE MR BB R E R
year (continued) REETA (&)
2.1 HKFRS 16 Leases (continued) 2l EERBREEAE SREE
(%)
The following adjustments were made to the amounts recognised in the THABER219FI AIB 2666
consolidated statement of financial position at | January 2019. Line items that B R PR 2 2 FBFTER R
were not affected by the changes have not been included. B-RARXREHTENHAB AL
K
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16 at
31 December | January
2018 Adjustments 2019
REEE
KRR MBE|E
20185 RRIE 165
12A31H R20195F
2Hz 1AIBZ
fREE ik fREE
NOTES HK$'000 HK$'000 HK$'000
Py &E TET TET TET
Non-current Assets 3F5ﬁ§b§§
Right-of-use assets EREEE - 373,769 373,769
Prepaid lease payments BRNBERE () 62,479 (62,479) -
Trade and other receivables B 5 K E fh U KRIE (b) 23,365 (2923) 20,442
Current Assets RBEE
Prepaid lease payments BRNAERIE (a) 1,638 (1,638) -
Current Liabilities REAE
Trade and other payables B 5 KE N FIE
— Accrued lease liabilities -EFHEERE © 17,359 (17,359) =
— Provision for onerous leases —BIEMHERE (0 2935 (2,935) =
Lease liabilities HERE - 219,849 219,849
Non-current Liabilities *RBAE
Lease liabilities HERE - 107,174 107,174
Note: For the purpose of reporting cash flows from operating activities under fisE: REHREE2019F12A318 1k
indirect method for the year ended 3| December 2019, movements in FERBEERIIZREED
working capital have been computed based on opening consolidated MEERHEEREME £&
statement of financial position as at | January 2019 as disclosed above. B2 HERE EXAREN
20191 A 1B B & A B %R
REHE

162 Sinomax Group Limited 2019 Annual Report



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and amendments to HKFRSs in issue but not yet effective

The Group has not early applied the following new and amendments to HKFRSs that

have been issued but are not yet effective:

HKFRS 17

Amendments to HKFRS 3

Amendments to HKFRS 10 and

HKAS 28

Amendments to HKAS | and

HKAS 8

Amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Insurance Contracts'

Definition of a Business?

Sale or Contribution of Assets between
an Investor and its Associate or Joint

Venture®

Definition of Material*

Interest Rate Benchmark Reform?

Effective for annual periods beginning on or after | January 2021.

Effective for business combinations and asset acquisitions for which the acquisition date

is on or after the beginning of the first annual period beginning on or after | January

2020.

Effective for annual periods beginning on or after a date to be determined.

Effective for annual periods beginning on or after | January 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

2.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”) (continued)

New and amendments to HKFRSs in issue but not yet effective (continued)

In addition to the above new and amendments to HKFRSs, a revised Conceptual
Framework for Financial Reporting was issued in 2018. lts consequential amendments,
the Amendments to References to the Conceptual Framework in HKFRS Standards,

will be effective for annual periods beginning on or after | January 2020.

Except for the amendments to HKFRSs mentioned below, the directors of the
Company anticipate that the application of all other new and amendments to HKFRSs
will have no material impact on the consolidated financial statements in the foreseeable

future.

Amendments to HKAS | and HKAS 8 Definition of Material

The amendments provide refinements to the definition of material by including
additional guidance and explanations in making materiality judgments. In particular, the

amendments:

. include the concept of “obscuring” material information in which the effect is

similar to omitting or misstating the information;

. replace threshold for materiality influencing users from “could influence” to

“could reasonably be expected to influence”; and

. include the use of the phrase “primary users” rather than simply referring to
“users” which was considered too broad when deciding what information to

disclose in the financial statements.

The amendments also align the definition across all HKFRSs and will be mandatorily
effective for the Group’s annual period beginning on | January 2020. The application
of the amendments is not expected to have significant impact on the financial position
and performance of the Group but may affect the presentation and disclosures in the

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with HKFRSs
issued by the HKICPA. In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules™) and by the Hong Kong

Companies Ordinance.

The consolidated financial statements have been prepared on historical basis except
for certain financial instruments that are measured at fair values at the end of each

reporting period, as explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration given in

exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date, regardless of whether that price is directly observable or estimated using another
valuation technique. In estimating the fair value of an asset or a liability, the Group takes
into account the characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2 Share Based Payment, leasing
transactions that are accounted for in accordance with HKFRS 16 (since | January
2019) or HKAS 17 (before application of HKFRS 16), and measurements that have
some similarities to fair value but are not fair value, such as net realisable value in HKAS

2 Inventories or value in use in HKAS 36 Impairment of Assets,

3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

For financial instruments which is transacted at fair value and a valuation technique
that unobservable inputs is to be used to measure fair value in subsequent periods, the
valuation technique is calibrated so that at initial recognition the results of the valuation

technique equals the transaction price.

In addition, for financial reporting purposes, fair value measurements are categorised
into Level |, 2 or 3 based on the degree to which the inputs to the fair value
measurements are observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

. Level | inputs are quoted prices (unadjusted) in active markets for identical

assets or liabilities that the entity can access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices included within Level 1, that

are observable for the asset or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the
Company and entities controlled by the Company and its subsidiaries. Control is

achieved when the Company:
. has power over the investee;
. is exposed, or has rights, to variable returns from its involvement with the

investee; and

. has the ability to use its power to affect its returns.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

The Group reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control listed

above.

Consolidation of a subsidiary begins when the Group obtains control over the
subsidiary and ceases when the Group loses control of the subsidiary. Specifically,
income and expenses of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and other comprehensive
income from the date the Group gains control until the date when the Group ceases

to control the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to the
owners of the Company and to the non-controlling interests. Total comprehensive
income of subsidiaries is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling interests having a deficit

balance.

When necessary, adjustments are made to the financial statements of subsidiaries to

bring their accounting policies in line with the Group's accounting policies.

All'intragroup assets and liabilities, equity, income, expenses and cash flows relating to

transactions between members of the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from the Group's
equity therein, which represent present ownership interests entitling their holders to a

proportionate share of net assets of the relevant subsidiaries upon liquidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in the Group’s interests in existing subsidiaries

When the Group loses control of a subsidiary, the assets and liabilities of that subsidiary
and non-controlling interests (if any) are derecognised. A gain or loss is recognised in
profit or loss and is calculated as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value of any retained interest and (i)
the carrying amount of the assets (including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for as if the Group
had directly disposed of the related assets or liabilities of the subsidiary (i.e. reclassified
to profit or loss or transferred to another category of equity as specified/permitted by
applicable HKFRSs). The fair value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair value on initial recognition
for subsequent accounting under HKFRS 9 or, when applicable, the cost on initial

recognition of an investment in an associate or a joint venture.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the

date of acquisition of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's
cash-generating units (“CGU") (or group of CGUs) that is expected to benefit
from the synergies of the combination, which represent the lowest level at which
the goodwill is monitored for internal management purposes and not larger than an

operating segment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Goodwill (continued)

A CGU (or group of CGUs) to which goodwill has been allocated is tested for
impairment annually or more frequently when there is indication that the unit may be
impaired. For goodwill arising on an acquisition in a reporting period, the CGU (or
group of CGUs) to which goodwill has been allocated is tested for impairment before
the end of that reporting period. If the recoverable amount is less than its carrying
amount, the impairment loss is allocated first to reduce the carrying amount of any
goodwill and then to the other assets on a pro-rata basis based on the carrying amount

of each asset in the unit (or group of CGUEs).

On disposal of the relevant CGU or any of the CGU within the group of CGUSs, the
attributable amount of goodwill is included in the determination of the amount of profit
or loss on disposal. When the Group disposes of an operation within the CGU (or a
CGU within a group of CGUs), the amount of goodwill disposed of is measured on the
basis of the relative values of the operation (or the CGU) disposed of and the portion
of the CGU (or the group of CGUs) retained.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance obligation is satisfied,
ie. when “control” of the goods or services underlying the particular performance

obligation is transferred to the customer.

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

the same.

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

one of the following criteria is met:

. the customer simultaneously receives and consumes the benefits provided by

the Group's performance as the Group performs;

. the Group's performance creates or enhances an asset that the customer

controls as the Group performs; or

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

completed to date.

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

of the distinct good or service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue from contracts with customers (continued)

A receivable represents the Group's unconditional right to consideration, i.e. only the

passage of time is required before payment of that consideration is due.

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

consideration is due) from the customer.

Investment properties

Investment properties are properties held to earn rentals and/or for capital

appreciation.

Investment properties are initially measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition, investment properties are stated at cost
less subsequent accumulated depreciation and any accumulated impairment losses.
Depreciation is recognised so as to write off the cost of investment properties over
their estimated useful lives using the straight-line method. The estimated useful lives and
depreciation method are reviewed at the end of each reporting period, with the effect

of any changes in estimate accounted for on a prospective basis.

An investment property is derecognised upon disposal or when the investment
property is permanently withdrawn from use and no future economic benefits are
expected from its disposals. Any gain or loss arising on derecognition of the property
(calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the profit or loss in the period in which the

property is derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment

Property, plant and equipment are tangible assets that held for use in the production or
supply of goods, or for administrative purposes (other than construction in progress as
described below) are stated in the consolidated statement of financial position at cost

less subsequent accumulated depreciation and accumulated impairment losses, if any.

Freehold lands are not depreciated and are measured at cost less subsequent

accumulated impairment losses.

Properties in the course of construction for production, supply or administrative
purposes are carried at cost, less any recognised impairment loss. Costs include any
costs directly attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management and, for
qualifying assets, borrowing costs capitalised in accordance with the Group's accounting
policy. Depreciation of these assets, on the same basis as other property assets,

commences when the assets are ready for their intended use.

Depreciation is recognised so as to write off the cost of assets other than construction
in progress less their residual values over their estimated useful lives, using the straight-
line method. The estimated useful lives, residual values and depreciation method
are reviewed at the end of each reporting period, with the effect of any changes in

estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an item of property, plant
and equipment is determined as the difference between the sales proceeds and the

carrying amount of the asset and is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets acquired in a business combination

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

regarded as their cost).

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

any subsequent accumulated impairment losses.

An intangible asset is derecognised on disposal, or when no future economic benefits
are expected from use or disposal. Gains and losses arising from derecognition of an
intangible asset, measured as the difference between the net disposal proceeds and
the carrying amount of the asset, are recognised in profit or loss when the asset is

derecognised.

Research expenditure

Expenditure on research activities is recognised as an expense in the period in which it

is incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases

Definition of a lease (upon application of HKFRS 16 in accordance with transitions in

note 2)

A contract is, or contains, a lease if the contract conveys the right to control the use of

an identified asset for a period of time in exchange for consideration.

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

and conditions of the contract are subsequently changed.

The Group as a lessee (upon application of HKFRS 16 in accordance with transitions

in note 2)

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional lease or
non-lease components, the Group allocates the consideration in the contract to each
lease component on the basis of the relative stand-alone price of the lease component
and the aggregate stand-alone price of the non-lease components, including contract
for acquisition of ownership interests of a property which includes both leasehold land

and non-lease building components, unless such allocation cannot be made reliably.

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

associated non-lease components as a single lease component.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in accordance with transitions

in note 2) (continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to leases of office
premises, warehouses, retails shops and motor vehicles that have a lease term of 12
months or less from the commencement date and do not contain a purchase option.
It also applies the recognition exemption for lease of low-value assets. Lease payments
on short-term leases and leases of low-value assets are recognised as expense on a

straight-line basis or another systematic basis over the lease term.

Right-of-use assets

The cost of right-of-use asset includes:

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

. any lease payments made at or before the commencement date, less any lease

incentives received,

O any initial direct costs incurred by the Group; and

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

lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in accordance with transitions

in note 2) (continued)

Right-of-use assets (continued)

Right-of-use assets are measured at cost, less any accumulated depreciation and

impairment losses, and adjusted for any remeasurement of lease liabilities.

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

lease term.

When the Group obtains ownership of the underlying leased assets at the end of the
lease term, upon exercising purchase options, the carrying amount of the relevant right-

of-use asset is transferred to property, plant and equipment.

The Group presents right-of-use assets as a separate line item on the consolidated

statement of financial position.

Refundable rental deposits

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

right-of-use assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in accordance with transitions

in note 2) (continued)

Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease
liability at the present value of lease payments that are unpaid at that date. In calculating
the present value of lease payments, the Group uses the incremental borrowing rate
at the lease commencement date if the interest rate implicit in the lease is not readily

determinable.

The lease payments include:

. fixed payments (including in-substance fixed payments) less any lease incentives
receivable;

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

. amounts expected to be paid under residual value guarantees;

. the exercise price of a purchase option if the Group is reasonably certain to

exercise the option; and

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

Group exercising an option to terminate the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in accordance with transitions

in note 2) (continued)

Lease liabilities (continued)

Variable lease payments that reflect changes in market rental rates are initially measured
using the market rental rates as at the commencement date. Variable lease payments
that do not depend on an index or a rate are not included in the measurement of
lease liabilities and right-of-use assets, and are recognised as expense in the period in

which the event or condition that triggers the payment occurs.

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

lease payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the

related right-of-use assets) whenever:

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

of reassessment;

. the lease payments change due to changes in market rental rates following a
market rent review in which cases the related lease liability is remeasured by

discounting the revised lease payments using the initial discount rate.

The Group presents lease liabilities as a separate line item on the consolidated

statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in accordance with transitions

in note 2) (continued)

Lease modifications

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

. the modification increases the scope of the lease by adding the right to use one

or more underlying assets; and

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

that stand-alone price to reflect the circumstances of the particular contract.

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

date of the modification.

The Group accounts for the remeasurement of lease liabilities and lease incentives for
lessor by making corresponding adjustments to the relevant right-of-use asset. When
the modified contract contains a lease component and one or more additional lease or
non-lease components, the Group allocates the consideration in the modified contract
to each lease component on the basis of the relative stand-alone price of the lease

component and the aggregate stand-alone price of the non-lease components.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as a lessee (prior to | January 2019)

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership to the lessee. All other leases are

classified as operating leases.

Operating lease payments, including the cost of acquiring land held under operating
leases, are recognised as expenses on a straight-line basis over the lease term.
Contingent rentals arising under operating leases are recognised as an expense in the

period in which they are incurred.

Lease incentives relating to operating leases are considered as integral part of lease
payments, the aggregate benefit of incentives is recognised as a reduction of rental

expense on a straight-line basis.

The Group as lessor

Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance or operating leases.
Whenever the terms of the lease transfer substantially all the risks and rewards
incidental to ownership of an underlying asset to the lessee, the contract is classified as

a finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognised in profit or loss on a straight-line
basis over the term of the relevant lease. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the leased asset, and

such costs are recognised as an expense on a straight-line basis over the lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases (continued)

The Group as lessor (continued)

Refundable rental deposits

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

additional lease payments from lessees.

Lease modification

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

relating to the original lease as part of the lease payments for the new lease.

Sale and leaseback transactions (upon application of HKFRS 16 since | January 2019)

The Group applies the requirements of HKFRS [5 to assess whether sale and

leaseback transaction constitutes a sale by the Group.

The Group as a seller-lessee

For a transfer that satisfies the requirements as a sale, the Group as a seller-lessee
measures the right-of-use asset arising from the leaseback at the proportion of the
previous carrying amount of the asset and recognises any gain or loss that relates to

the rights transferred to the buyer-lessor only.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of inventories
are determined on weighted average method. Net realisable value represents the
estimated selling price for inventories less all estimated costs of completion and costs

necessary to make the sale.

Provisions

Provisions are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Group will be required
to settle that obligation, and a reliable estimate can be made of the amount of the

obligation.

The amount recognised as a provision is the best estimate of the consideration
required to settle the present obligation at the end of the reporting period, taking into
account the risks and uncertainties surrounding the obligation. When a provision is
measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of the time value of

money is material).

Onerous contracts

Present obligations arising under onerous contracts are recognised and measured as
provisions. An onerous contract is considered to exist where the Group has a contract
under which the unavoidable costs of meeting the obligations under the contract

exceed the economic benefits expected to be received from the contract.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Onerous contracts (continued)

For onerous contracts relating to leases in which the Group opts to apply HKFRS
[6.C10(b) practical expedient at date of initial application of HKFRS 16, the Group
adjusted the amount of provision for onerous leases recognised in the consolidated
statement of financial position immediately before the date of initial application to the

relevant right-of-use assets.

Financial instruments

Financial assets and financial liabilities are recognised when a group entity becomes a

party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value except for
trade receivables arising from contracts with customers which are initially measured
in accordance with HKFRS 5. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial

recognition.

The effective interest method is a method of calculating the amortised cost of a
financial asset or financial liability and of allocating interest income and interest expense
over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts and payments (including all fees paid or received
that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial asset or financial
liability, or, where appropriate, a shorter period to the net carrying amount on initial

recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets

Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are subsequently measured at

amortised cost:

. the financial asset is held within a business model whose objective is to collect

contractual cash flows; and

. the contractual terms give rise on specified dates to cash flows that are solely

payments of principal and interest on the principal amount outstanding.

Financial assets that meet the following conditions are subsequently measured at

FVTOCI:

. the financial asset is held within a business model whose objective is achieved by

both selling and collecting contractual cash flows; and

. the contractual terms give rise on specified dates to cash flows that are solely

payments of principal and interest on the principal amount outstanding.

All other financial assets are subsequently measured at financial assets at fair value
through profit or loss, except that at the date of initial recognition of a financial asset
the Group may irrevocably elect to present subsequent changes in fair value of an
equity investment in other comprehensive income if that equity investment is neither
held for trading nor contingent consideration recognised by an acquirer in a business

combination to which HKFRS 3 Business Combinations applies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Classification and subsequent measurement of financial assets (continued)

()

Amortised cost and interest income

Interest income is recognised using the effective interest method for financial
assets measured subsequently at amortised cost and receivables subsequently
measured at FVTOCI. Interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial asset, except for financial
assets that have subsequently become credit-impaired (see below). For financial
assets that have subsequently become credit-impaired, interest income is
recognised by applying the effective interest rate to the amortised cost of the
financial asset from the next reporting period. If the credit risk on the credit-
impaired financial instrument improves so that the financial asset is no longer
credit-impaired, interest income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset from the beginning of the
reporting period following the determination that the asset is no longer credit
impaired.

Trade receivables classified as at FVTOCI

Subsequent changes in the carrying amounts for trade receivables classified as
at FVTOCI as a result of interest income calculated using the effective interest
method, and foreign exchange gains and losses are recognised in profit or
loss. All other changes in the carrying amount of these trade receivables are
recognised in other comprehensive income (“OCI") and accumulated under
the heading of FVTOCI reserve. Impairment allowances are recognised in
profit or loss with corresponding adjustment to OCl without reducing the
carrying amounts of these trade receivables. When these trade receivables are
derecognised, the cumulative gains or losses previously recognised in OCl are
reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

The Group performs impairment assessment under expected credit loss (“ECL")
model on financial assets (including trade and other receivables, bills receivables,
pledged bank deposits, fixed bank deposits and bank balances) which are subject to
impairment under HKFRS 9.The amount of ECL is updated at each reporting date to

reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default events over
the expected life of the relevant instrument. In contrast, 12-month ECL (“I2m ECL")
represents the portion of lifetime ECL that is expected to result from default events
that are possible within 12 months after the reporting date. Assessment are done
based on the Group's historical credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions and an assessment of both the

current conditions at the reporting date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade receivables. The ECL on these

assets are assessed collectively using a provision matrix with appropriate groupings.

For all other instruments, the Group measures the loss allowance equal to |2m ECL,
unless when there has been a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of whether lifetime ECL should
be recognised is based on significant increases in the likelihood or risk of a default

occurring since initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEEHEEK (8)
Financial instruments (continued) £RTIA (&)
Financial assets (continued) THEE (HF)
Impairment of financial assets (continued) BHEERE (F)
(i) Significant increase in credit risk () EERREXEEN
In assessing whether the credit risk has increased significantly since initial REHEEERR B A HRAKR
recognition, the Group compares the risk of a default occurring on the financial BB KRB  REBLR
instrument as at the reporting date with the risk of a default occurring on the SRITARREAMLRENN
financial instrument as at the date of initial recognition. In making this assessment, FEkiEZemITA EAW *Fﬁﬁ wo B
the Group considers both quantitative and qualitative information that is HIH IR 2 A0 M0 LB o R HETTRZAT
reasonable and supportable, including historical experience and forward-looking k- AEE %Jﬁ&é\@&ﬁﬁ ®
information that is available without undue cost or effort. 0 E K E]
I%ﬁ&ﬁ/,jxj\i_iﬁmi_imﬂﬂﬂ
A A ATHE
In particular, the following information is taken into account when assessing AEmE FEEERRES
whether credit risk has increased significantly: R MEFEERE T IIE R
. an actual or expected significant deterioration in the financial instrument’s . C BT A H) MR (f AT 28
external (if available) or internal credit rating; BIIANBEETRCE
F%i REHEREEE
. significant deterioration in external market indicators of credit risk, e.g. a U EERBREINBTISER
significant increase in the credit spread, the credit default swap prices for BREBE (NEBANE
the debtor; EEEZEREERNEHE
HBAMRIE M) ;
) existing or forecast adverse changes in business, financial or economic U HHEHRERABITHRE
conditions that are expected to cause a significant decrease in the BE TR KIBRE 28
debtor’s ability to meet its debt obligations; £ MBI EERRI

BELENTHES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(

)

Significant increase in credit risk (continued)

. an actual or expected significant deterioration in the operating results of
the debtor;
. an actual or expected significant adverse change in the regulatory,

economic, or technological environment of the debtor that results in a

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

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

reasonable and supportable information that demonstrates otherwise.

Despite the aforegoing, the Group assumes that the credit risk on a financial
instrument has not increased significantly since initial recognition if the financial
instrument is determined to have low credit risk at the reporting date. A
financial instrument is determined to have low credit risk if i) the financial
instrument has a low risk of default (i.e. no default history), ii) the counterparty
has a strong capacity to meet its contractual cash flow obligations in the near
term and iii) adverse changes in economic and business conditions in the longer
term may, but will not necessarily, reduce the ability of the borrower to fulfil its

contractual cash flow obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

(i

Significant increase in credit risk (continued)

The Group regularly monitors the effectiveness of the criteria used to identify
whether there has been a significant increase in credit risk and revises them
as appropriate to ensure that the criteria are capable of identifying significant

increase in credit risk before the amount becomes past due.

Definition of default

For internal credit risk management, the Group considers an event of default
occurs when information developed internally indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without taking into

account any collaterals held by the Group).

Irrespective of the above, the Group considers that default has occurred when
a financial asset is more than 90 days past due unless the Group has reasonable
and supportable information to demonstrate that a more lagging default

criterion is more appropriate.

e P BHmRME

For the year ended 31 December 2019

HE019F 1 A3IBILEE

FREHEE (H)

TRTE ()

THEE (&)

THEERE (E)

(i

BHREBERAAF

FERBAREM (&)

AEBETEHERZEERRRZ
KRB NPT AR RN B IE - I
HHEELEE B HREEER
RN RIRB AR E R
NGEPIE

EHNTER

AANBEEERME FEER
R EABELZERBRER
APKAgEREEREA (BREAR
EE)EHNR (P EEAEHE
BEZEMERR) AELE
S

Ewm LR mA AEBER
R EEREERHER0A
RIZERNEN RIFELKER
RERAERRNENREERA
BENAARBERARERER A5
1l

20019 F E R &

189



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

(i) Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a
detrimental impact on the estimated future cash flows of that financial asset have
occurred. Evidence that a financial asset is credit-impaired includes observable

data about the following events:

(a)  significant financial difficulty of the issuer or the borrower;

(b)  abreach of contract, such as a default or past due event;

()  the lender(s) of the borrower, for economic or contractual reasons
relating to the borrower's financial difficulty, having granted to the
borrower a concession(s) that the lender(s) would not otherwise

consider; or

(d)  itis becoming probable that the borrower will enter bankruptcy or other

financial reorganisation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

)

Write-off policy

The Group writes off a financial asset when there is information indicating that
the counterparty is in severe financial difficulty and there is no realistic prospect
of recovery, for example, when the counterparty has been placed under
liquidation or has entered into bankruptcy proceedings, or in the case of trade
receivables, when the amounts are over three years past due, whichever occurs
sooner. Financial assets written off may still be subject to enforcement activities
under the Group's recovery procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition event. Any subsequent

recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given
default (i.e. the magnitude of the loss if there is a default) and the exposure
at default. The assessment of the probability of default and loss given default is
based on historical data adjusted by forward-looking information. Estimation of
ECL reflects an unbiased and probability-weighted amount that is determined

with the respective risks of default occurring as the weights.

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

at initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

(v)  Measurement and recognition of ECL (continued)

Where ECL is measured on a collective basis or cater for cases where
evidence at the individual instrument level may not yet be available, the financial

instruments are grouped on the following basis:

. Past-due status; and

. Nature, size and industry of debtors.

The grouping is regularly reviewed by management to ensure the constituents of

each group continue to share similar credit risk characteristics.

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

calculated based on amortised cost of the financial asset.

Except for trade receivables that are measured at FVTOCI, the Group
recognises an impairment gain or loss in profit or loss for all financial instruments
by adjusting their carrying amount, with the exception of trade receivables
where the corresponding adjustment is recognised through a loss allowance
account. For trade receivables that are measured at FVTOC], the loss allowance
is recognised in OCl and accumulated in FVTOCI reserve without reducing the
carrying amount of the receivables. Such amount represents the changes in the

FVTOCI reserve in relation to accumulated loss allowance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash
flows from the asset expire or, when it transfers the financial asset and substantially all

the risks and rewards of ownership of the asset to another entity.

On derecognition of a financial asset measured at amortised cost, the difference
between the asset's carrying amount and the sum of the consideration received and

receivable is recognised in profit or loss.

On derecognition of trade receivables at FVTOCI, the cumulative gain or loss previously

accumulated in the FVTOCI reserve is classified to profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a

financial liability and an equity instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial liabilities and equity (continued)

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of
an entity after deducting all of its liabilities. Equity instruments issued by the Company

are recognised at the proceeds received, net of direct issue costs.

Financial liabilities at amortised cost

Financial liabilities, including trade and other payables, bills payables and unsecured
bank borrowings, are subsequently measured at amortised cost using effective interest

method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group's
obligations are discharged, cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised and the consideration paid and

payable is recognised in profit or loss.

Offsetting a financial asset and a financial liability

A financial asset and a financial liability are offset and the net amount presented in the
consolidated statement of financial position when, and only when, the Group currently
has a legally enforceable right to set off the recognised amounts; and intends either to

settle on a net basis, or to realise the asset and settle the liability simultaneously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of property, plant and equipment, right-of-use assets and intangible

assets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its
property, plant and equipment, right-of-use assets and intangible assets with finite useful
lives to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the relevant
asset is estimated in order to determine the extent of the impairment loss, if any.
Intangible assets with indefinite useful lives are tested for impairment at least annually,

and whenever there is an indication that they may be impaired.

The recoverable amount of property, plant and equipment, right-of-use assets and
intangible assets are estimated individually. When it is not possible to estimate the
recoverable amount individually, the Group estimates the recoverable amount of the

CGU to which the asset belongs.

In addition, corporate assets are allocated to individual cash generating units when
a reasonable and consistent basis of allocation can be established, or otherwise they
are allocated to the smallest group of cash generating units for which a reasonable
and consistent allocation basis can be established. The Group assesses whether there
is indication that corporate assets may be impaired. If such indication exists, the
recoverable amount is determined for the cash-generating unit or group of cash-
generating units to which the corporate asset belongs, and is compared with the

carrying amount of the relevant cash-generating unit or group of cash-generating units.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset or (a CGU) for which the estimates

of future cash flows have not been adjusted.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of property, plant and equipment, right-of-use assets and intangible

assets other than goodwill (continued)

If the recoverable amount of an asset (or a CGU) is estimated to be less than its
carrying amount, the carrying amount of the asset (or the CGU) is reduced to its
recoverable amount. For corporate assets or portion of corporate assets which cannot
be allocated on a reasonable and consistent basis to a CGU, the Group compares
the carrying amount of a group of CGUs, including the carrying amounts of the
corporate assets or portion of corporate assets allocated to that group of CGUs,
with the recoverable amount of the group of CGUs. In allocating the impairment loss,
the impairment loss is allocated first to reduce the carrying amount of any goodwill
(if applicable) and then to the other assets on a pro-rata basis based on the carrying
amount of each asset in the unit or the group of CGU.The carrying amount of an asset
is not reduced below the highest of its fair value less costs of disposal (if measurable),
its value in use (if determinable) and zero. The amount of the impairment loss that
would otherwise have been allocated to the asset is allocated pro rata to the other
assets of the unit or the group of CGUs. An impairment loss is recognised immediately

in profit or loss.

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

loss is recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the cost of those assets, until such

time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they

are incurred.

Government grants

Government grants are not recognised until there is reasonable assurance that the
Group will comply with the conditions attaching to them and that the grants will be

received.

Government grants that are receivable as compensation for expenses or losses already
incurred or for the purpose of giving immediate financial support to the Group with no
future related costs are recognised in profit or loss in the period in which they become

receivable.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in
currencies other than the functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges prevailing on the dates of the transactions. At
the end of the reporting period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-monetary items that

are measured in terms of historical cost in a foreign currency are not retranslated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

Exchange differences arising on the settlement of monetary items, and on the
retranslation of monetary items, are recognised in profit or loss in the period in which

they arise.

For the purposes of presenting the consolidated financial statements, the assets and
liabilities of the Group’s operations are translated into the presentation currency
of the Group (i.e. HK$) using exchange rates prevailing at the end of the reporting
period. Income and expenses are translated at the average exchange rates for the year.
Exchange differences arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve (attributed to non-

controlling interests as appropriate).

On the disposal of a foreign operation (that is, a disposal of the Group's entire interest
in a foreign operation, or a disposal involving loss of control over a subsidiary that
includes a foreign operation), all of the exchange differences accumulated in equity in
respect of that operation attributable to owners of the Company are reclassified to

profit or loss.

Goodwill and fair value adjustments on identifiable assets acquired arising on an
acquisition of a foreign operation are treated as assets and liabilities of that foreign
operation and translated at the rate of exchange prevailing at the end of each
reporting period. Exchange differences arising are recognised in other comprehensive

income.

Retirement benefit costs

Payments to defined contribution retirement benefit plans, government-managed
retirement benefit schemes and the Mandatory Provident Fund Scheme are recognised
as an expense when employees have rendered service entitling them to the

contributions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Short-term employee benefits

Short-term employee benefits are recognised at the undiscounted amount of the
benefits expected to be paid as and when employees rendered the services. All short-
term employee benefits are recognised as an expense unless another HKFRS requires

or permits the inclusion of the benefits in the cost of an asset.

A liability is recognised for benefits accruing to employees (such as wages and salaries,

annual leave and sick leave) after deducting any amount already paid.

Share-based payments

Equity-settled share-based payment transactions

Share options granted to employees

Equity-settled share-based payments to employees are measured at the fair value of the

equity instruments at the grant date.

The fair value of the equity-settled share-based payments determined at the grant date
without taking into consideration all non-market vesting conditions is expensed on
a straight-line basis over the vesting period, based on the Group's estimate of equity
instruments that will eventually vest, with a corresponding increase in equity (share
options reserve). At the end of each reporting period, the Group revises its estimate of
the number of equity instruments expected to vest based on assessment of all relevant
non-market vesting conditions. The impact of the revision of the original estimates, if
any, is recognised in profit or loss such that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to the share options reserve. For share
options that vest immediately at the date of grant, the fair value of the share options

granted is expensed immediately to profit or loss.

When share options are exercised, the amount previously recognised in share options
reserve will be transferred to share premium. When the share options are forfeited
after the vesting date or are still not exercised at the expiry date, the amount
previously recognised in the share options reserve will be transferred to retained

profits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs
from loss/profit before taxation because of income or expense that are taxable or
deductible in other years and items that are never taxable or deductible. The Group's
current tax is calculated using tax rates that have been enacted or substantively enacted

by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying amounts
of assets and liabilities in the consolidated financial statements and the corresponding
tax base used in the computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the extent that it is probable
that taxable profits will be available against which deductible temporary differences can
be utilised. Such deferred tax assets and liabilities are not recognised if the temporary
difference arises from the initial recognition (other than in a business combination)
of assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit. In addition, deferred tax liabilities are not recognised if the temporary

difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary differences associated
with investments in subsidiaries, except where the Group is able to control the
reversal of the temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments are only recognised to the
extent that it is probable that there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they are expected to reverse in

the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

The carrying amount of deferred tax assets is reviewed at the end of the reporting
period and reduced to the extent that it is no longer probable that sufficient taxable

profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply in the period in which the liability is settled or the asset is realised, based on tax
rate (and tax laws) that have been enacted or substantively enacted by the end of the

reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences
that would follow from the manner in which the Group expects, at the end of the

reporting period, to recover or settle the carrying amount of their assets and liabilities.

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

the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease
liabilities, the Group applies HKAS 12 Income Taxes requirements to right-of-use
assets and lease liabilities separately. Temporary differences on initial recognition of the
relevant right-of-use assets and lease liabilities are not recognised due to application
of the initial recognition exemption. Temporary differences arising from subsequent
revision to the carrying amounts of right-of-use assets and lease liabilities, resulting from
remeasurement of lease liabilities and lease modifications, that are not subject to initial

recognition exemption are recognised on the date of remeasurement or modification.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to
set off current tax assets against current tax liabilities and when they relate to income

taxes levied to same taxation entity by the same taxation authority.

Current and deferred tax are recognised in profit or loss.
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KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, which are described in note 3, the
directors of the Company are required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may

differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the revision and future periods

if the revision affects both current and future periods.

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that may have a significant
risk of causing a material adjustment to the carrying amounts of assets within the next

financial year.

Estimated impairment of intangible assets (2018: goodwill and intangible assets)

Determining whether the intangible assets (2018: goodwill and intangible assets) are
impaired requires the management judgments and estimations to estimate the value
in use of the CGUs related to business of which the intangible assets (2018: goodwill
and intangible assets) have been allocated using discounted cash flow model. In
estimating the value in use of the CGUs, key assumptions used by the management
include growth rates, gross margin, discount rate, expected sales from customers and
management's expectation for future market development. When the actual future
cash flows are less than expected, or change in facts and circumstances which results in

downward revision of future cash, a material impairment loss may arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

KEY SOURCES OF ESTIMATION UNCERTAINTY (continued)

Estimated impairment of intangible assets (2018: goodwill and intangible assets)

(continued)

As at 31 December 2019, the carrying amounts of intangible assets are HK$ 15,374,000
(2018: goodwill and intangible assets were HK$ 183,808,000 in aggregate), after taking
into account the impairment losses of HK$108,350,000 (2018: HK$8,097,000) that
have been recognised. Details of the Group's goodwill and intangible assets are set out

in notes 20 and 21, respectively.

Estimated impairment of property, plant and equipment and right-of-use assets

Property, plant and equipment and right-of-use assets are stated at costs less
accumulated depreciation and impairment, if any. In determining whether an asset is
impaired, the Group has to exercise judgment and make estimation, particularly in
assessing: (1) whether an event has occurred or any indicators that may affect the asset
value; (2) whether the carrying value of an asset can be supported by the recoverable
amount, in the case of value in use, the net present value of future cash flows which
are estimated based upon the continued use of the asset; and (3) the appropriate key
assumptions to be applied in estimating the recoverable amounts including fair value
of an individual asset, cash flow projections and an appropriate discount rate. When
it is not possible to estimate the recoverable amount of an individual asset (including
right-of-use assets), the Group estimates the recoverable amount of the CGU to which
the assets belongs. Changing the assumptions and estimates, including fair value of an
individual asset, cost of disposal, growth rates, gross margin, discount rate, expected
sales from customers and management's expectation for future market development,

could materially affect the net present value used in the impairment test.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

4.

KEY SOURCES OF ESTIMATION UNCERTAINTY (continued)

Estimated impairment of property, plant and equipment and right-of-use assets

(continued)

As at 31 December 2019, the carrying amounts of property, plant and equipment and
right-of-use asset held by certain subsidiaries incorporated/established in the US, the
PRC and Hong Kong are HK$311,460,000 and HK$153,113,000, respectively, after
taking into account the impairment losses of HK$17,274,000 and HK$10,481,000
in respect of property, plant and equipment and right-of-use assets that have been
recognised respectively. Details of the impairment of property, plant and equipment and

right-of-use assets are disclosed in notes |6 and |7, respectively.

Provision of ECL for trade receivables

Credit-impaired trade receivables are assessed for ECL individually. In addition, the
Group uses provision matrix to calculate ECL for the non credit-impaired trade
receivables. The provision rates are based on internal credit ratings as groupings of
various debtors that have similar loss patterns. The provision matrix is based on the
Group's historical default rates taking into consideration forward-looking information
that is reasonable and supportable available without undue costs or effort. At every
reporting date, the historical observed default rates are reassessed and changes in the

forward-looking information are considered.

The provision of ECL is sensitive to changes in estimates. The information about the

ECL and the Group's trade receivables are disclosed in notes 38 and 25, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

KEY SOURCES OF ESTIMATION UNCERTAINTY (continued)

Estimated allowance for inventories

Inventories are valued at the lower of cost and net realisable value. The Group regularly
reviews its inventory levels in order to identify slow-moving and obsolete inventories.
When the Group identifies items of inventories which have a net realisable value that
is lower than its carrying amount, the Group estimates the amount of write-down of
inventories as allowance for inventories. If the net realisable value of inventories of the
Group becomes lower than its carrying amount subsequently, additional allowance may

be required.

As at 31 December 2019, the carrying amount of inventories is HK$491,845,000
(2018: HK$531,071,000), net of provision for inventories of HK$10,327,000 (2018:
reversal of provision for inventories of HK$5,670,000). Details of the Group's

inventories are set out in note 24.

REVENUE AND SEGMENT INFORMATION

The Group sells health and household products, including quality visco-elastic pillows,
mattress toppers and mattresses, to wholesalers and retailers and also directly to
customers both through its retail network comprising self-operated stand-alone retail
shops and concession counters in department stores and through internet sales. The
Group also sells polyurethane foam to furniture manufacturers. The Group recognised
product sales at the sales value of goods less estimated discounts, rebates and sales

related taxes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

5.

REVENUE AND SEGMENT INFORMATION (continued)

The Group is currently organised into the following three geographical markets as

follows:
China market — manufacture and sale of health and household products
and polyurethane foam for customers located in the PRC,
Hong Kong and Macau
North American — manufacture and sale of health and household products
market for customers located in the US, Canada and other North
American countries
Europe and other — manufacture and sale of health and household products
overseas for customers located in overseas except for those
markets customers located in the China market and North

American market

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

disclosures, major customers and geographical information are presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5. REVENUE AND SEGMENT INFORMATION (continued)

(i)

Disaggregation of revenue from contracts with customers
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Type of major products FEEREE
2019 2018
20195 20184
HK$’000 HK$'000
FET T
Sales of health and household products HERBERREE®D 1,775,802 2,509,206
Sales of polyurethane foam HE R B AR 1,221,519 1,754,116
Total mat 2,997,321 4,263,322

Geographical markets Wi i

Information about the Group's revenue from external customers is presented

based on the location of the retail shops and concession counters for retail sales

and location of customers for wholesales and internet sales.
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2019 2018
20195 20184
HK$’000 HK$'000
FET FHET
China market RS
—The PRC — M 1,459,149 2,077,427
— Hong Kong, Macau and others —BA R RHEM 389,979 476,857
North American market =TS
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— Others —HA 122,680 124,553
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

5. REVENUE AND SEGMENT INFORMATION (continued)
(i) Other segment information
Geographical information

Information about the Group's non-current assets (excluding other receivables

and deferred tax assets) is presented based on the geographic location of the

WARDEESR (&)

i) HittpEEH

HEEH

AKEFRBDEE (T

BREAEME

WA R BREREEE) AR TS

assets; REEMMEUE TUEY:
2019 2018
20194 20184
HK$’000 HK$'000
FERT FHET
The US EH 446,127 491,232
The PRC s 328,954 531,176
Hong Kong BB 22,034 9,354
Vietnam el 74,493 -
Macau JE P 621 15
872,229 1,031,777

Information about major customers FEEFHEH

RERRBILENHH LT
WA (B RS & B4 A R 10924

Revenue from a customer in the North American market contributing over 10%

of the total revenue to the Group during the years are as follows:

B)mT:

2019 2018

20194 20184

HK$°000 HK$'000

TFHERT FHET

Customer A ZEEA 361,790 589,939
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5. REVENUE AND SEGMENT INFORMATION (continued)

(ii)

Performance obligations for contracts with customers

For sales of health and household products to the wholesalers and retailers
(including department stores) and sales of polyurethane foam to furniture
manufacturers, revenue is recognised when control of the goods has transferred,
being when the goods have been delivered to and received by the wholesaler's,
retailers’ and furniture manufacturers’ specific location. Following delivery, the
wholesalers, retailers and furniture manufacturers have full discretion over
the manner of distribution and price to sell the goods, have the primary
responsibility when selling the goods and bear the risks of obsolescence and loss
in relation to the goods. These customers have neither rights of return nor rights
to defer or avoid payment for the goods once the goods are accepted by the
customers. The Group generally allows a credit period ranging from 7 days to

120 days upon delivery.

For sales of health and household products to end customers through its retail
network comprising self-operated stand-alone retail shops and concession
counters in department stores, revenue is recognised when control of the
goods has transferred, being at the point the customer purchases and receives
the goods at the retail shops and concession counters in department stores.
Payment of the transaction price is due immediately at the point when the

customer purchases the goods.

For internet sales of health and household products, revenue is recognised when
control of the goods has transferred to the customers, being at the point the
goods are delivered to and received by the customers. Delivery occurs when
the goods have been delivered to the customer's specific location. When the
customers initially purchase the goods online, the transaction price received
by the Group is recognised as a contract liability until the goods have been

delivered to the customers.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

5. WARZEESR (&)

(i)

BHREBERAAF

EEAHNZEBHNER
) HE #

»(l:;/—\

BAZER (BEA
A HERREEXEEMR
RMREEERHEERQERR

ME WanEmEtlEERR
(EEmXfTHER TE
BRFKBAEERET 2R N A
WEREE) R R 1E
HEn TEHLRKALERA
FRBBETEMZOET AR
HEBR YIEREEMZHE

WEEREERERBHKE
%ZH“°%§ﬁ%HE%&*
BEEFP VMR ERIETEIR
R EmNRZEN - REE—
BAFNFRNETEENRORZ
=EH-

BERETERR (RIEAESR
UEEERMNRBERANTE
ER)NEREPEERREK
BEMME  WaRE M6
BRE (AREPREEE R
REERAFAINGTESEBE K

REmM BHERBER-XHE
AREFEE R M R
SRR

7

},

B®E w?ﬁfﬁgﬁ_}i&%ﬁguuﬁﬁ
REREREHRERER

AEEmRNTERLH
& Z RE)ER-EE
KPEEZHEANE
%ﬁ?ﬂﬂ%i%ﬁ%
mb AEEERR R 5ER
RREHNEE BEEERRNT
EPRIE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

5.

REVENUE AND SEGMENT INFORMATION (continued)

(ii)

Performance obligations for contracts with customers (continued)

Under the Group's standard contract terms of sales of health and household
products to the end customers, they have no rights for refund but have a right
to exchange for dissimilar products ranging from 7 days to 60 days. The Group
uses its accumulated historical experience to estimate the number of exchange
on a portfolio level using the expected value method. Revenue is recognised
for sales which are considered highly probable that a significant reversal in the
cumulative revenue recognised will not occur: A contract liability is recognised
for sales in which revenue has yet been recognised. The Group's right to recover
the product when customers exercise their right is recognised as a right to

returned goods asset and a corresponding adjustment to cost of sales.

Sales-related warranties associated with sales of health and household products
and polyurethane foam cannot be purchased separately and they serve as
an assurance that the products sold comply with agreed-upon specifications.
Accordingly, the Group accounts for warranties in accordance with HKAS
37 Provisions, Contingent Liabilities and Contingent Assets consistent with its

previous accounting treatment.

Transaction price allocated to the remaining performance obligation for

contracts with customers

The transaction prices allocated to the remaining unsatisfied performance
obligations as at 31 December 2019 are HK$466,000 (2018: HK$893,000) and

the expected timing of recognising revenue is within one year.
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BREASBRMEREFHERER
RREERZIEESNENR &
BREPEBERY EEER
NF7EEOBRNERATRE
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B FHABHEEREINESER
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BHERW R 2 HE DERKE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

OTHER INCOME HplgA
2019 2018
20195 20184
HK$’000 HK$'000
FET T
Interest income from bank deposits RITFERA B WA 1,754 487
Imputed interest income from rental deposits HERE Z AR B RA 1,404 -
Rental income arising from operating leases BEEEEHE2RENMEZ
of investment properties in which the lease KEHEREE S BA
payments are fixed 14,145 14,833
Scrap sales (Note a) THYREE (FfiTa) 33,458 44,326
Government subsidy (Note b) BT B (B 5Eb ) 3,219 3,597
Interest income on trade receivables at FVTOC|I  Fi@EMmEHE K mE A FE
SR 2 B H WA 2
ESE ON 3213 2,263
Others Hith 1,286 1,425
58,479 66,931
Notes: (EE

(@) The corresponding cost of scrap inventories is inseparable from cost of sales.

(b)  The amount represented subsidies for development on export sales and advanced

technology. Full amounts are recognised as income in profit or loss as there were no

unfulfilled conditions or contingencies attached to the grants and, therefore, the Group

recognised the grants to profit or loss upon receipt. The subsidies were granted on a

discretionary basis to the Group during the reporting periods.

@ HEETHENHEFENKATARENX
i)

b) FEFERHRAHOBEERRESL
ERMNHY ZFECERERT
2ERABUAN REAZSRYK
WHEEMRERGTFRIAETE R
IAREER KIS ERSRPRER
ZEME RBERN ZSHHBB
RYA&KHE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

7. IMPAIRMENT LOSSES UNDER EXPECTED CREDIT LOSS MODEL, 7. EHGEEEEENE T ZBEEE 1

NET OF REVERSAL

BRI

2019 2018

2019 2018%F

HK$’000 HK$'000

TET TAT

Impairment losses recognised on trade receivables Bt 8 5 FEWGRIRER < B EEBE 6,107 5923

Details of impairment assessment are set out in note 38(b).

B RS 2 F BB EE38(b)

OTHER GAINS AND LOSSES 8 HittKERER
2019 2018
20195 20184
HK$’000 HK$'000
FET T
Loss on disposal of property, plant and equipment &Y% « BE LR ENEIE (1,759) (1,894)
Gain on disposal of subsidiaries (Note 42) HEME A R E W (HF5E42) 44,058 5,285
Gain from sale and leaseback transaction tHE MR S S
(Note 16) (KtzE16) 49,698 -
Net exchange gains b 5 U 2 5 58 5,334 5,062
Impairment losses on property, Mm% - WEREREREBR
plant and equipment (17,274) -
Impairment losses on right-of-use assets EREEEREBR (10,481) -
Impairment loss on goodwill B REEE (36,463) -
Impairment losses on intangible assets B EEREERE (100,253) (8,097)
(67,140) 356
FINANCE COSTS 9. FIERAR
2019 2018
2019 20184
HK$'000 HK$'000
FERT TET
Interests on bank borrowings HRITE A E 36,072 40,096
Interests on lease liabilities HEBENE 12,450 =
48,522 40,096
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

(LOSS) PROFIT BEFORE TAXATION BRBiAT (B51R) A
2019 2018
2019 20184
HK$’000 HK$'000
FET TAET
(Loss) profit before taxation has been arrived at ~ HIBR A T & IBZFTBHY
after charging: BRECAT (B8 ) & A
Directors' remuneration (note | 1) B (TN 10,279 1,710
Other staff costs HEi8 TR 388,591 419,785
Retirement benefit scheme contributions Hh 8 THYRRE TGS K
for other staff 30,887 38,220
Share based payment expenses, excluding BOEZHRAZ (TREES)
those of directors 84 480
Total staff costs B IR A4ERE 429,841 470,195
Amortisation of intangible assets B AE#E 6,772 6,772
Depreciation of investment properties REMENRE 5,031 4,002
Depreciation of property, plant and equipment M- WEREREBITE 71,848 73,572
Depreciation of right-of-use assets FRAEEENE 73,934 -
Total depreciation and amortisation E LB RE 157,585 84,346
Auditor's remuneration ZEE N & 5,038 4,569
Cost of inventories recognised as expenses BRERIWEERAR (BE
including provision for inventories of FEEE10,327,0007 7T
HK$ 10,327,000 (2018: reversal of (20185 - T E R D
provision for inventories of HK$5,670,000) 5,670,000/ 7C) ) 2,392,045 3,491,279
Release of prepaid lease payments fRBRTET & KIE = [,647
Concessionaire commission for BEQRIER
department store counters (Note a) Farie e e (fata) 50,281 56,328
Research and development expenses MRy GTAEMEY)
(included in other expenses) (Note b) (BfzED) 58,237 70410
Provision for onerous leases EREEERE - 2935

wEEERAA

B
3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

10.

(LOSS) PROFIT BEFORE TAXATION (continued)

(@  Concessionaire commission for department store counters is generally calculated
by applying pre-determined percentages to actual sales made through respective

counters.

(b)  Research and development expenses mainly comprise staff salaries and raw materials
costs of HK$18,465000 (2018: HK$16,338,000) and HK$31,554,000 (2018:
HK$45,896,000), respectively. The staff salaries related to research and development

are also included in the staff costs disclosed above.
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BRBLAT (518) &R (&)
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BEATRERSEEEL RIS
TENEEREEREAEEAA L
sE o

WERIIEZRFEEIF SRR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DIRECTORS’ AND CHIEF EXECUTIVE'S EMOLUMENTS

Directors’ and chief executive’s emoluments for the year, disclosed pursuant to the

applicable Listing Rules and the Hong Kong Companies Ordinance, are as follows:

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

Il EERESTHASHME

EENBEATBRAERFEANME
RIBERE ETRRREE R D

HWEMT:
Performance Share  Retirement
Salaries related based benefit
and incentive payment scheme
Fees  allowances payments expenses contributions Total
ek ABRA B RHEER
e )41 WEE XAEX AEEX st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FHER TR TR TR TR
(Note (i)
(FH3E))
For the year ended BE019%F
31 December 2019 RAIALEE
Executive directors HTES
Mr. Lam Chi Fan (Chairman) MENEE (EER) - 2,006 - 5 8 2,029
Mr. Cheung Tung (President and ~ SRIR I (431 R
the chief executive) RETHAR) - 2,078 - 5 8 2,101
Mr. Chen Feng BRim % A& - 2,224 - 4 - 2,228
Mr. Lam Kam Cheung ML A - 1,576 - 4 18 1,598
Ms. Lam Fei Man WEZ/E - 1,096 - 4 18 1,118
Independent non-executive FHTES
directors
Mr.Wong Chi Keung FEREE 240 - - I - 241
Professor Lam Sing Kwong Simon M3 X 21X 240 = = I - 24|
Mr. Fan Chun Wah Andrew BRERAE 240 - - | - 24|
Mr. Zhang Hwo Jie REFE 240 = = | - 24|
Mr.Wu Tak Lung RERELE 240 - - [ - 24|
1,200 8,980 - 27 72 10,279
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

1. DIRECTORS AND CHIEF EXECUTIVE'S EMOLUMENTS (continued) . EERESTHRAEME (F)
Performance Share  Retirement
Salaries related based benefit
and incentive payment scheme
Fees  allowances payments expenses  contributions Total

ek AERE  ROXE  RAEERN
ik e ok Fx  EHEIEK b
HK$000  HK$000  HK$000  HK$O00  HK$000  HK$000
THBT TEL TEL TEL TEL TEL

(Note (i))
(BEEE())
For the year ended BZ0I8F
31 December 2018 A3IBLEEE
Executive directors HITES
Mr. Lam Chi Fan (Chairman) MENLE (EFR) - 2,020 80 162 18 2,280
Mr. Cheung Tung (President and RIRFAE (485K
the chief executive) BRITHEAE) - 2,091 130 159 18 2398
Mr. Chen Feng BRiE % & - 2247 150 N - 2,489
Mr. Lam Kam Cheung MBHELE - 1576 250 80 18 1924
Ms. Lam Fei Man MEZ/NMA - 1,106 128 82 18 1334
Independent non-executive FHTESE
directors
Mr.Wong Chi Keung FEREE 240 - - 17 - 257
Professor Lam Sing Kwong Simon  #R & X #3% 240 = = 17 - 257
Mr. Fan Chun Wah Andrew BRELLE 240 = = 17 = 257
Mr. Zhang Hwo Jie REEE 240 = = 17 = 257
Mr.Wu Tak Lung REEEE 240 = = 17 = 257
1,200 9,040 738 660 72 11,710
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DIRECTORS’ AND CHIEF EXECUTIVE'S EMOLUMENTS (continued)

Notes:

(i)

(i)

)

Performance related incentive payments is recommended by the remuneration
committee of the Company and is approved by the board of directors, with reference
to the Group's operating results, individual performance and comparable market

statistics.

No directors nor the chief executive waived any emoluments during the years ended

31 December 2019 and 2018.

There are no loans, quasi-loans and other dealings arrangement in favour of the
directors of the Company, controlled bodies corporate of the directors of the
Company and connected entities with such directors of the Company in respect of

the years ended 3| December 2019 and 2018.

The executive directors shown above were for their service in connection with the

management of the affairs of the Company and the Group.

The independent non-executive directors’ emoluments shown above were for their

services as directors of the Company.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

EEREATRAEME (8)

Big ot :
FBRRANRENZEAEELLR
B EIATRARTELRTEHR

AEHRERRRFHZEGRE
ESenAk

=]
=

iy HEEFAHESTRAEREZ2009
FEROISENANBILFEERELM
[l

iy B E2019F %20I18F 128318 [EF
E-BENARTES KRTESZ
REHFARARAREEESHEE
BREXFAZEN EERREMR
VES T

2

(v EXARATEEZMEIAXNR
EREERRRARAKEZHMRMN
2R

V) EXFARBUFNTEZZMETIR

XN REEERRREEMRHZR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

2. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during the year included two directors
(2018: three directors), details of whose remuneration are set out in note || above.
Details of the remuneration for the year of the remaining three (2018: two) highest
paid employees who are neither a director nor chief executive of the Company are as

follows:

LfusEHMES

FRAEEANGEREFHNES RIEM
ZEE(NIF ZFEZE) FEZ
FMFEBEN EXHEI BT =4
(018F - MB)LFARAEETHR
BITHRABRN RS EHMHEE FAHMH
ZEBMT:

2019 2018

20194 20184

HK$’000 HK$'000

FET FHET

Salaries and allowances e KOEA 7,016 4625
Retirement benefit scheme contributions RRTE AT B3R 165 84
7,181 4,709

The number of the highest paid employee who are not the directors of the Company

whose remuneration fells within the following band is as follows:

FeBTIERANFLARREERR
FHEEHBIT

2019 2018

20195 20184

No. of employees No. of employees

BE A BEAH

HK$2,000,001 to HK$2,500,000 2,000,001 7 7T, 22,500,0007% 7T 2 2

HK$2,500,001 to HK$3,000,000

2,500,0017% 7T 2 3,000,0005 7T
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13.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAX EXPENSE

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

13. FBHEX

2019 2018
20195 20184
HK$’000 HK$'000
FET T
Current tax: BRI 15 -
Hong Kong Profits Tax (Note i) ERMEH (WD) 1,950 2613
PRC EIT (Note ii) R EATIS R (B EEi) 37,819 30,568
PRC withholding tax on distributed profits from 2K B # B fff & A 7] 7] 99k
PRC subsidiaries iz P BIFE N 24,102 1418
US income tax (Note i EBFEH (T ) 385 419
64,256 35018
Overprovision in prior years: W E RS
Hong Kong Profits Tax BRMEH (215) (184)
PRC EIT R ERTIST (2,738) (2,500)
(2,953) (2,684)
Deferred taxation (note 23) RIERIA (MH5E23) 4,697 (9,590)
66,000 22,744
Notes: Bzt
(i) On 21 March 2018, the Hong Kong Legislative Council passed The Inland Revenue (i) R20I18F3A2IR - BARLELAB
(Amendment) (No. 7) Bill 2017 (the “Bill") which introduces the two-tiered profits 017F K% (BF]) (F75) GROIER
tax rates regime. The Bill was signed into law on 28 March 2018 and was gazetted ([BER]) -HIARNGH AR --E
on the following day. Under the two-tiered profits tax rates regime, the first HK$2 ER0I18FIA 8B EEENAEER
million of profits of the qualifying group entity will be taxed at 8.25%, and profits above REBHZER REFNGHHARH -

HKS$2 million will be taxed at 16.5%, while only one entity nominated by a group of
“connected entities” will be entitled to select the lower tax rate. 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%.

AEREEERE BEATHETNOB
K B8.25% MiBi@2E S THEFIE
B165%TH M [BEEE] ARlE
EHN—AEZEEREREBEERE.
THRANGHMARNERNEEES
R BB 6.5%M B — R KB

BREEEAERAT 2009FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

13.

INCOME TAX EXPENSE (continued)

Notes: (continued)

(i)

(continued)

Accordingly, the Hong Kong profits tax is calculated at 8.25% on the first HK$2 million
of the estimated assessable profits and at 16.5% on the estimated assessable profits

above HK$2 million.

Under the Law of the People’s Republic of China on Enterprise Income Tax (the “EIT
Law") and Implementation Regulation of the EIT Law, PRC EIT is calculated based on
the statutory rate of 25% of the assessable profit of those subsidiaries established in
the PRC for both years, except for certain PRC subsidiaries being approved as High
and New Technology Enterprise by the relevant government authorities which are

subject to a preferential tax rate of 15%.

The US corporate tax rate is 21% for the year ended 3| December 2019 in
accordance to the Tax Cuts and Jobs Act of 2017. The US income tax includes (a)
federal income tax calculated at a fixed rate of 21% for the year ended 31 December
2019 (2018: a fixed rate of 21%) on the estimated US 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

13.  INCOME TAX EXPENSE (continued) 13.  FriS®ipiz (&)

Notes: (continued) Wizt (&)

(v)  Under the law of Vietnam on Corporate Income Tax (the “Vietnam CIT"), Vietnam vy BESECERSGH ((EECERE
CIT is calculated based on the statutory rate of 20% of the assessable profit of those Bl)E BECEMEH RN ERA
subsidiaries established in Vietnam and these companies had no assessable profit 2 ZEMBRR 2 EBARATEF
during the year ended 31 December 2019. 0% EERENE  MZEDARE

E2019F 128318 L F & 3 & R
i ) o

The income tax expense for the year can be reconciled to the (loss) profit before REBakEME2EEEROBRTA

taxation per the consolidated statement of profit or loss and other comprehensive (518 N B (9 ) P 5 56 B s 31 R

income as follows: o

2019 2018
20195 20184
HK$’000 HK$'000
FET T

(Loss) profit before taxation PR AT (518 ) & A (146,002) 27,586

Tax at the domestic income tax rate of 16.5% REANFTEHBE65%

(2018: 16.5%) (2018%F = 16.5% ) s E WA (24,090) 4552

Tax effect of expenses not deductible for TAIIM MR HH B T2

tax purposes 27,210 | 1,664

Tax effect of income not taxable for tax purposes 7B ST WA B TR & (2,822) (1,321

Overprovision in prior years MAFEBERE (2,953) (2,684)

Tax effect of tax loss not recognised RTHANTEEBENREZE 19,086 838l1

Tax effect of deductible temporary differences not 7 i 3 1] $1 5 @ IS 14 2= 58

recognised HEBHNEE 5,334 =
Utilisation of tax loss previously not recognised HRBERERTBER = (1,076)
Utilisation of deductible temporary difference BA RN BE R THRRH AR

previously not recognised Sy ke = (646)
Withholding tax on undistributed earnings A BB A B R 9 IR & A

of PRC subsidiaries BB 41,363 1,081
Income tax on concessionary rate REBEVETENMEN (165) (165)
Effect of different tax rates of subsidiaries RE M A ERE R AL L

operating in other jurisdictions MEBARMN TR ERZE 3,037 2,528
Income tax expense FrisBim X 66,000 22,744
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

4. DIVIDENDS 14 KRR
2019 2018
20195 20184
HK$’000 HK$'000
FET THETT
Dividends for ordinary shareholders of FAMRRDIKZA QA
the Company recognised as distribution TRRRR 2 AR
during the year:
2018 Final — no dividend declared 201 8F REAMR B — I fE 5 R AR &
(2018:2017 Final — HKI.0 cent per share) (2018%F : 2017 REAR B &
SR 1.0/ L) — 17,500
No dividend has been proposed for ordinary shareholders of the Company subsequent REBE019FNAIALEFER WEE

to the year ended 3| December 2019. FMAD A EBRRRRERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

LOSS PER SHARE 5.

The calculation of the basic and diluted loss per share attributable to the owners of the

Company is based on the following data:

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

BREE

AATHEAREEREAREEER
TRBA T EURE

2019 2018
20195 20185
HK$’000 HK$'000
FET T
Loss for the purpose of basic and EGREANRBEEEZ
diluted loss per share: E7 78
Loss for the year attributable to owners of RARIEE ANELFENEBE
the Company (216,509) (5,801)
2019 2018
20195 20184
’000 ‘000
FR TR
Number of shares for the purpose of basic and i1 B &R E K R #FE1E -
diluted loss per share: RI7EH
Weighted average number of ordinary shares FEEREARREEEEDN
for the purpose of basic and diluted BB B T8
loss per share 1,750,002 1,750,002

The computation of diluted loss per share for the years ended 31 December 2019
and 2018 does not assume the exercise of the share options as the exercise prices of
those share options are higher than the average market price of shares during the years
ended 3| December 2019 and 2018.

HEHE019FER2018F12A3BIEE
HEREEHRTERRITERERE R
RARZEERENTEESNRONE
ZE019F 20185 12A31 B FEERFH
miE.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

16.  PROPERTY, PLANT AND EQUIPMENT l6. W% BERRE

Leasehold
improvements,

Freehold furniture Construction

land and Plant and and Motor in

buildings machinery fixtures vehicles progress Total

BE
KARE %% XA

IHERT RMEREE REKE nE  ERIE @t
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
TAL TAL TATL TATL TATL TATL

COST B
At | January 2018 720181 A1H 233011 429390 230560 16,029 28404 937,394
Exchange adjustments iR (5,260) (14,305) (5,707) (1,205) (133) (26610)
Additions RE - 4807 8443 2273 49,142 64,665
Disposals HE (4867) (8357) (3869) (1529) - (18,622)
Disposals through disposal of a FRLE-RNERT

subsidiary (note 42) & (MiEE42) - - (24) - - (24)
Transfer from construction EROAEEIR

in progress - 24473 2458 - (26931) -
At 31 December 2018 20185124318 222,884 436,008 23186 15568 50,482 956,803
Exchange adjustments L (3513) (10482) (2,885) (510) (1,374) (18764)
Additions RE 809 40262 16,640 3070 17,845 78,626
Transfer from right-of-use assets BEREFREEE 162,965 - - - - 162,965
Disposals HE (162,965) (5882) (6505) (1966) - (177,318)
Disposal of a subsidary (note 42) ~ HE—RNB A A (MizH42) (83,902) (28,603) (1987) (2981) = (117473)
Transfer from construction BEATETRE

in progress - 49122 1,388 - (50,510) -
At 31 December 2019 #2019% 128318 136,278 480425 238512 13,181 16,443 884,839
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

16. PROPERTY, PLANT AND EQUIPMENT (continued) l6. Y% -BEKZRE(E)
Leasehold
improvements,
Freehold furniture Construction
land and Plant and and Motor in
buildings machinery fixtures vehicles progress Total
i)
KAERE %6 XA
THREF BERER REE RE EEIR @zt
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
TET TET TET TET FET TET
DEPRECIATION AND IMPAIRMENT & R A fE
At | January 2018 720181 A1H 57,042 91,086 66,543 9,692 - 24363
Exchange adjustments i HE (1,987) (3,664) (2852) (344) - (8,847)
Provided for the year EREE 8,883 42730 19,481 2478 - 73572
Eliminated on disposals HERKE (4867) (4324) (3833) (1344) - (14.368)
Eliminated on disposal of HE—MME R 7R EHE
a subsidiary (note 42) (Fizt42) - - D) - - 0)
At 31 December 2018 20185124318 59,071 125,828 79,338 10482 - 274719
Exchange adjustments S (1915) (3469) (2,623) (101 - (8,108)
Provided for the year FEER 6,866 44,104 18599 2279 - 71,848
Impairment losses recognised in REENERZ
profit or loss AEEE - 13,151 4123 - - 17,274
Eliminated on disposals HE R 8 - (3373) (6,135) (1462) - (10970)
Eliminated on disposal of a subsidiary & — I l1 B 22 518
(note 42) B (MFE4) (12,547) (13212) (1561 (2440) = (29,760)
At 31 December 2019 #2019E 128318 51475 163,029 91,741 8758 - 315,003
CARRYING VALUES REE
At 31 December 2019 ®2019E 128318 84,803 317,39 146,771 4423 16443 569,836
At 31 December 2018 M20I8E 128318 163813 310,180 152,523 5,086 50,482 682,084

BHREBERAAF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

16.

PROPERTY, PLANT AND EQUIPMENT (continued)

The Group's buildings are erected on land in the PRC and the US.The above items of
property, plant and equipment, except for freehold land and construction in progress,
are depreciated, net of residual values, on a straight-line basis at the following rates per
annum:

Buildings Over the shorter of the term of the lease or 35 years

10% —20%

10% — 33'/3% or over the term of the lease,

Plant and machinery
Leasehold improvements,

furniture and fixtures whichever is shorter

Motor vehicles 20%

Acquisition of a property and sale and leaseback of the property

On 30 August 2019, the Group entered into an agreement with the lessor an
independent third party, for exercising the purchase option as disclosed in note 2.1
to acquire the leased property from the lessor at a consideration of approximately
US$20,804,000 (equivalent to approximately HK$162,275,000). The acquisition was
completed on 30 September 2019 and the carrying amount of right-of-use assets at
that date together with direct attributable costs, totally amounting to approximately
HK$ 162,965,000, were transferred to property, plant and equipment from right-of-use

assets.
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ASENEFTERNFEREE L
e EilME BMENRKEEE (K
AERELMRIERTERIN IR T
FRERUEGEERE (HRHRE)

BF BRKHFEEISF
(AmEH
BEEABE)
BE R 10% - 20%
HEREE  10%-33'%%K
RAREE RANEH
(AME R
BEERBE)
"B 20%

WEE SRR SR E R A 5=

201968 H30H  REEH T A
(BYE=F)F Ltz BEBITHE
e MR EERER UL
20,804,000% 7T (18 R 47162,275,000
BIL)ZRERMBAAKERENE -
ZIEWEER2019F9 A30B /K ' #%
B RAEEERAEERERRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PROPERTY, PLANT AND EQUIPMENT (continued)

Acquisition of a property and sale and leaseback of the property (continued)

After completion of the above acquisition, the Group and a purchaser (the
“Purchaser”), an independent third party, entered into a purchase and sale agreement
pursuant to which (i) the Group agreed to sell and the Purchaser agreed to acquire
the property at a consideration of US$33,000,000 (equivalent to approximately
HK$257,400,000); and (ii) after completion of the disposal of the property, the Group
and the Purchaser have executed a new lease agreement to lease the property for a
term of ten years starting from | October 2019.The sale and leaseback transaction has
been completed on 30 September 2019 and the property with a carrying amount of
HK$162,965,000 has been derecognised from the property, plant and equipment. The
lease liabilities arising from the new lease agreement of approximately HK$129,217,000
are recognised with related right-of-use assets of approximately HK$84,480,000 at 30
September 2019.

As a result, the Group has recognised a gain on sale and leaseback transaction of
approximately HK$49,698,000 included in other gains and losses. Details are set out in
the Company's circular dated 25 September 2019.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

M- BERRE (&)

KRR AR EER AR ()

ST LI EIRE AEEREA
(I1BF]) (BYFE=H)FJUTEE
B Bt (AEBEREHEMES
R B W g Z ¥ 3% - {8 /833,000,000%
7T (A8 & R #9257,400,0007 7T ) & K (ii)
TRHEZNER AEBEHRES
BEEHMHEERZ UHEZME
H209FI0F I BRAHTF-HER
HERZER2019F9 A308 =K - Bk
B £162,965,0004 T ) % B 82 1F
EME  BE KRB ENTER 20196
AR FMHEERZELNEES
E49129,217,000% L E AR G0 R HEE
7= #784,480,000/8 T E#ER °

mA

\

Hit FERECHIAHERARNRSZ
W5 #149,698,00078 7T + 51 AL At Y 25
RER-F#BHERARAAHR009
F9R2SE K EH o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

16.

PROPERTY, PLANT AND EQUIPMENT (continued)

Impairment assessment of the property, plant and equipment and right-of-use

assets

As a result of the unfavourable performance of certain subsidiaries incorporated/
established in the US, Hong Kong and the PRC (the “Under-Performing Subsidiaries”)
during the year ended 3| December 2019, the management conducted impairment
assessments of the property, plant and equipment and right-of-use assets of the Under-
Performing Subsidiaries. The management considers that the recoverable amount
of the individual property, plant and equipment and right-of-use assets cannot be
determined if (i) the value in use of the asset cannot be estimated to be closed to its
fair value less costs of disposal, and (ii) the asset does not generate cash inflows that
are largely independent of those from other assets. The Under-Performing Subsidiaries
are separated into three CGUs for the purpose of the impairment assessment which
are US CGU, HK CGU and PRC CGU. A CGU is considered to be impaired when its
recoverable amount declines below its carrying amount. The recoverable amount is the

higher of value in use and fair value less costs of disposal.

The recoverable amounts of these CGUs as at 31 December 2019 were determined
based on value in use calculations and certain key assumptions.Value in use calculations
used cash flow projections based on financial budgets approved by the management
covering a five-year period. Pre-tax discount rates used for the value in use calculations
for US CGU, HK CGU and PRC CGU are 14.5%, 10% and 10.67%, respectively while
cash flows beyond the five-year period were extrapolated using growth rate of 2.5% for
the applicable CGUs. Other key assumptions for the value in use calculations related to
the estimation of cash inflows/outflows which include growth rates, gross margin and
expected sales from customers. Such estimations were based on the management’s

expectations for the market development.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PROPERTY, PLANT AND EQUIPMENT (continued) 6.

Impairment assessment of the property, plant and equipment and right-of-use

assets (continued)

Based on the results of the assessment, the management of the Group determined that
the recoverable amounts of these three CGUs are lower than their carrying amounts.
The impairment amounts have been allocated to each category of property, plant
and equipment and right-of-use assets of these CGUs such that the carrying amount
of each category of asset is not reduced below the highest of its fair value less cost
of disposal, its value in use and zero. Based on the value in use calculations and the
allocations, an impairment has been recognised against the carrying amount of property,
plant and equipment and right-of-use assets of the respective CGUs for the year ended
31 December 2019 (2018: Nil) as below:—

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

M- BERRE (&)

ME- BERREUAREREEE 2RE
i (%)

BRETHER AEEEREBTHZ
“EREELEMMAKESEER
FHE - HESEEIREZZERE
EEBUMEENE BERZEN
LEAREEE UWEREEENKE
ETERIEEREDNTERMLEERK
A HEREBEET-EA7HEREIR
BEREENGERSE B ZE2019
FNAJNALFEERBSREELE
2ME - BERIBUARERESR
EDNBRZRERT: —

HK$'000
FHET

Property, plant and equipment E RN BT
US CGU ERBECEELESM 14,944
HK CGU AR CEESEM 387
PRC CGU RERIRSEEENM 1943
17,274

Right-of-use assets EREEE

Us CGU EHRESELEN 8313
HK CGU BERABRCEESEM 2,168
10,481
27755
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

17. RIGHT-OF-USE ASSETS 7. FREEE
Leasehold
Leased land and
land properties Machinery Total
HELH
HELH SE/ES e st
HK$'000 HK$'000 HK$'000 HK$'000
TET FET FET FAET
Atat | January 2019 R2019F 1818
Carrying amount REE 64,117 309,652 - 373769
At at 31 December 2019 R2019%F 124318
Carrying amount BREE 18,932 225422 4756 249110
For the year ended 31 December 2019 E ZE2019F 12831 A L&
Depreciation charge HERX 1,549 70,528 1,857 73934
Expense relating to short-term leases 58 IR EAHMHAT 15096
Expense relating to other leases HEAARNE R
with lease terms end within ERBEHBREER
12 months of the date of initial 65T B HE 1208 A W
application of HKFRS 16 M EMRERENHY 1.746
Expense relating to leases of low-value HEEBEEERNHEE
assets, excluding short-term leases (TEREREBEEEN
of low value assets MEBEE)EENHEY 167
Total cash outflow for leases HEMBRLRLLE 283,207
Additions to right-of-use assets ERREBREZARE 170,097

For both years, the Group leases land, properties and machinery for its operations.
Lease contracts are entered into for fixed terms of 6 months to |5 years. The
Group's obligations are secured by the rental deposits for such leases. Lease terms
are negotiated on an individual basis and contain a wide range of different terms and
conditions. The Group determines the lease period to be the non-cancellable period

based on the contractual terms of the contract.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

17. RIGHT-OF-USE ASSETS (continued) 7. FRESE (&)
The Group regularly enters into short-term leases for office premises, warehouses and AEETHRPRENE BEERA
motor vehicles. As at 31 December 2019, the portfolio of short-term leases is similar BET A HAE - M2019F 128318
to the portfolio of short-term leases to which the short-term lease expense disclosed REHERAHE FXRENRSAHEE
above. A EnEREEaEHEN-
Leases of retail stores are either with only fixed lease payments or contain variable TEENHEZRFEETHENT
lease payment that are based on sales and minimum annual lease payment that are FBREERTHBANETWIEEEK
fixed over the lease term. Some variable payment terms include cap clauses. The REFEEEN KO ZHEENT-
payment terms are common in retail stores in Hong Kong and the PRC where the # A E N RIERE B LRI T
Group operates. The amounts of fixed and variable lease payments paid/payable to HEREREELEMENEERP
relevant lessors in Hong Kong and the PRC for the year ended 31 December 2019 are HMEEEFRER BEZE219F12
as follows: AINBLEFEERN/EBATESERT
EAREHEANEE KA ZEHEENK
BT
Number Fixed Variable Total
of stores payments payments payments
EHBE Bl E 14 % BE SN HRBE
HK$'000 HK$'000 HK$'000 HK$'000
TR TAT THET TR
In Hong Kong REE
Retail stores without variable 3f & B B & R
lease payments TEE 16 14,497 - 14497
Retail stores with variable BAREHENTKHN
lease payments TEE 4 2,878 400 3,278
20 17375 400 17,775
In the PRC R
Retail stores without variable 3f R B &R
lease payments TEE 17 3,136 = 3,136
Retail stores with variable BB E#EENTH
lease payments TEE 10 1,721 282 2,003
27 4,857 282 5,139

BEEEERAT 20195 FHE 231
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

17.

RIGHT-OF-USE ASSETS (continued)

The retail stores with variable lease payments include minimum annual lease payment
that are fixed over the lease term. The overall financial effect of using variable payment
terms is that higher rental costs are incurred by stores with higher sales. Variable rent
expenses for the retail stores in the PRC are expected to continue to represent a
similar proportion of store sales in future years. For the retail stores in Hong Kong, fixed

minimum annual lease payments are expected in future years.

Particulars regarding impairment assessment on right-of-use assets are disclosed in note
6.

Restrictions or covenants on leases

In addition, lease liabilities of HK$285,583,000 are recognised with related right-of-
use assets of HK$249,110,000 as at 31 December 2019.The lease agreements do not
impose any covenants other than the security interests in the leased assets that are

held by the lessor: Leased assets may not be used as security for borrowing purposes.

Details of the lease maturity analysis of lease liabilities are set out in notes 33 and

38(b).

INVESTMENT PROPERTIES

The Group leases out various factories under operating leases with rentals payable
monthly. The leases typically run for an initial period of few months to eighteen years,

with no extension options beyond initial period.

The Group is not exposed to foreign currency risk as a result of the lease
arrangements, as all leases are denominated in the respective functional currencies
of group entities. The lease contracts do not contain residual value guarantee and/or

lessee’s option to purchase the property at the end of lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

INVESTMENT PROPERTIES (continued) 18.  REWE(R)

HK$'000

FAET
COST A
At | January 2018 20181 A1H 106,256
Exchange adjustments PE 3 & (5,715)
At 31 December 2018 20184 124318 100,541
Exchange adjustments bE 54,38 & (1,248)
Disposal of a subsidiary (Note 42) HE—FRE AR (M) (61,280)
At 31 December 2019 20194 12 A318 38013
DEPRECIATION e
At | January 2018 201851 A1 H 6,867
Exchange adjustments M 5, FE B (552)
Provided for the year FERB 4,002
At 31 December 2018 20185 12H318 10317
Exchange adjustments bE 54, 38 & (291)
Provided for the year FREE 5,031
Eliminated on disposal of a subsidiary (Note 42) i — R B A BRI 8 (P sE42) (10,420)
At 31 December 2019 201912 431 H 4,637
CARRYING VALUES IREE
At 31 December 2019 20194 12A318 33,376
At 31 December 2018 20185 12A318 90,224

BHREBERAAF

2019 F B 8§ &

233



234

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

18.

INVESTMENT PROPERTIES (continued)

As at 31 December 2019, the fair values of the Group's investment properties were
HK$ 121,345,000 (2018: HK$205,032,000). The fair values have been arrived at based
on a valuation carried out by Asset Appraisal Limited, an independent valuer not

connected with the Group.

The fair values of the investment properties was determined based on the market
comparable approach which is categorised within Level 3 of the fair value hierarchy. The
inputs used in the fair value measurements mainly include the market unit sale rate of
comparable properties of similar size, nature and location. There has been no change
from the valuation technique used in the prior year and there were no transfers into or

out of Level 3 during the year

In estimating the fair value of the investment properties, the highest and best use of the
properties is their current use. The above investment properties are depreciated on a

straight-line basis over the term of the lease.
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20.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

PREPAID LEASE PAYMENTS 19. FENBEERE
The Group's prepaid lease payments comprise leasehold land interests in the PRC. AEENENEEREREERBEN
ME TR
2018
20184
HK$'000
TAET
Analysed for reporting purposes as: RMEEOMANTE:
Non-current asset EmEEE 62,479
Current asset mENEE 1,638
64,117
GOODWILL 0. BHE
HK$'000
FET
COST R
At | January 2018 201851 A1 H 62,764
Exchange adjustments bE 3 B (1,355)
At 31 December 2018 2018512831 H 61,409
Exchange adjustments ME T8 (643)
Disposals through disposal of a subsidiary (Note 42) BERLE—HWBRRLE (i) (24,303)
At 31 December 2019 2019 12H31H 36,463
IMPAIRMENT e
At | January 2018 and 31 December 2018 R2018%F 1 A 18 &20185F 12831 R -
Impairment loss recognised EHRRAEER 36,463
At 31 December 2019 201912318 36,463
CARRYING VALUES REE
At 31 December 2019 P2019 128318 -
At 31 December 2018 2018 12H31H 61,409

Particulars regarding impairment assessment on goodwill are disclosed in note 22.

BB RENEF BRI ERRE -

BEEEERLT 209FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

21.  INTANGIBLE ASSETS 2. EBREE
Brand Customer
name relationship Total
B hE 5F
g £2RED et
HK$'000 HK$'000 HK$'000
FET FHET FHET
COST 29N
At | January 2018, 31 December 20181 A1H -
2018 and 31 December 2019 2018F12A31H X
2019512831 H 85,483 62,769 148,252
AMORTISATION BN E
AND IMPAIRMENT
At | January 2018 R20I18F 1 AI1H - 10,984 10,984
Charge for the year FREZH - 6,772 6,772
Impairment losses recognised EHERR . EEE - 8,097 8,097
At 31 December 2018 R20185% 12831 H - 25,853 25,853
Charge for the year FREZH - 6,772 6,772
Impairment losses recognised BB REEE 74,117 26,136 100,253
At 31 December 2019 20195 12A31H 74,117 58,761 132,878
CARRYING VALUES RHEE
At 31 December 2019 20195128318 11,366 4008 15,374
At 31 December 2018 20185 12A31H 85483 36916 122,399

MEERBRERFEEIN2016F
WEBEDormeo North America, LLC
([Dormeo | ) B I B »

The brand name and customer relationship was acquired upon acquisition of Dormeo
North America, LLC (“Dormeo”) in 2016.

236 Sinomax Group Limited 2019 Annual Report



21.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INTANGIBLE ASSETS (continued)

The customer relationship has finite useful lives ranging from 7 years to 10 years
(2018: 7 years to 10 years) and is amortised on a straight-line basis. Its useful life
was determined with reference to a number of factors, including historical customer
data and management's experience and industry knowledge. Useful lives of customer
relationship are reviewed at the end of each reporting period by considering the

changes in above factors.

Based on the assessment made by the directors of the Company during the year
ended 31 December 2018, the directors determined that the useful lives of certain
customer relationship was reduced from 10 years to 7 years and their amortisation
was accelerated and an additional amortisation amounting to HK$495,000 was

recognised.

During the years ended 31 December 2019 and 2018, the directors of the Company
considered that there is an impairment indicator of the Group's customer relationship
due to the loss of customers and the carrying amount of customer relationship has
been written down and then allocated to Dormeo US CGU and Dormeo Canada
CGU (2018: Dormeo CGU) included in the North American market segment for
impairment assessment. Particulars of the impairment assessment on customer

relationship are disclosed in note 22.

The brand name has indefinite useful life. The directors of the Company are of the
opinion that the brand name is developed through years of advertising, promotional

campaigns and customer satisfaction.

As a result, the brand name is considered by the directors of the Company as having an
indefinite useful life because it is expected to contribute to net cash inflows indefinitely.
The brand name will not be amortised until its useful life is determined to be finite.
Instead it will be tested for impairment annually and whenever there is an indication
that it may be impaired. The brand name has been written down to HK$74,117,000
during the year ended 31 December 2019. Particulars of the impairment assessment

on intangible assets are disclosed in note 22.

21.
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For the year ended 31 December 2019
BE019F2A3IBILFE
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I0F (018F 78 EI10F) VIRER
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AFERAFHEREREORERZER L
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HEWISFENANBLEEE REX
RABEEEH T EFEEET
BEPBERERZAFEAFHHIFRIE
7E - BEHEHECNRRCDEREINE
$4495,000/8 ¢ °

BE2019F K20I18F 128318 EF
B ARAEZFRAAEERFHET
EREDR  WIHEREPRARLER
HENE XPERREEDSHRRE
e B EFT AILEMS 2 #6,2 Dormeo
EEIRSELEM K DormeoJIZ AR
EE B (2018%F : Dormeol] & &
H8A) BRREFPBEREN G
BWERM 22

mEAENAERFRRER AR
AEERAMEEEIMZFRNE
B EERPNERPMBEMEL -

At AR mEEREARERDE
BEEREFHE WHKARAES
BREBERUFATH RELE
VRS wHEH BEEHAFERAFHR
ETAAR MR SFURMETR
BRE R HBRRER - ESEETR
BAR - mEEBEREZE019F12
A3 B IEFEHORZET4,117,00078 7T ©
BREERETGFBERENWME
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

22.  IMPAIRMENT ASSESSMENT ON GOODWILL AND INTANGIBLE 22, BEREVEEZREL
ASSETS
For the purposes of impairment testing, goodwill and intangible assets set out in notes SOREREM S 2Rl E R M F20R
20 and 21, respectively, have been allocated to three (2018: two) individual CGUs, ANEERBRVEEE A EE=H
comprising Chengdu Xingang Sponge Co, Ltd. (“Chengdu Xingang”) which engaged in (2018%F : MfE) ERIREEEER - B
manufacturing and sales of polyurethane foam in the PRC and Dormeo which engaged BEKEHESEAERLR ([HREBH
in wholesales of health and household products in US and Canada. During the year Bl ERPBERERAREAREER
ended 3| December 2019, the directors of the Company have determined that the $HE ) MDormeo (KR EE K ME KR
CGU of Dormeo has changed from a single CGU (“Dormeo CGU") to two separate RERELREERILE) -EZE2019
CGUs, namely Dormeo US CGU and Dormeo Canada CGU, when Dormeo has FNANBLEFE ARRESHT
shifted part of its production from the US to the PRC in current year which considered H Dormeo E N [E 4 #f 5 4 EE R X Y
the change in aggregation of assets that generates cash inflows to Dormeo CGU. The B ERBE DormeoM IR EELE
carrying amounts of goodwill and intangible assets net of accumulated impairment I —f83R & E £ BN ([DormeoR
losses, allocated to these units are as follows: SEEBEN) D AMESENREE
HE B (BDormeoEBIIR & E £ B AL
FDormeoMME ARG ELEN) - H
WA IE BDormec i £ EE 4 B RIR
ERMAZBEEAHED NEEXTF
BEUNBHERELEENKREE (4
fREFREER) T
Customer
relationship Goodwill Brand name
EFB#% e mEERE
HK$000 HK$000 HK$’000
At 31 December 2019 R2019F 128318 T TET TET
Dormeo US CGU Dormeo3k BI3R & 4 B i - N/A REA N/A T~ iE R
Dormeo Canada CGU DormeoNE AR & E L E 4,008 N/A RER N/A RE A
Group of CGUs combining Dormeo US B Dormeo3k BI38 & E £ B {7
CGU and Dormeo Canada CGU KDormeoMNE AR & & 4
BRUEAKZREELEN
A5 N/A T8 A - 11,366
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22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IMPAIRMENT ASSESSMENT ON GOODWILL AND INTANGIBLE 22.
ASSETS (continued)

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

BEKEVEE 2B (&)

Customer
relationship Goodwill Brand name
XPB% BE o hE 4
HK$'000 HK$'000 HK$'000
At 31 December 2018 P20185F 12831 B TAET TAET TET
Dormeo CGU Dormeo3R & £ 4 B i 36916 36,463 85,483
Chengdu Xingang B R 78 - 24,946 -

The basis of the recoverable amounts of the above CGUs and their major underlying

assumptions are summarised below:

Dormeo

As 31 December 2019, the recoverable amounts of these units have been determined
based on value in use calculations. The calculations use cash flows projections based
on financial budgets approved by management covering a 5-year period and a pre-tax
discount rate of 17.2%. Dormeo US CGU's and Dormeo Canada CGU's cash flows
beyond the 5-year period are extrapolated using a steady 2% growth rate. Other key
assumptions for the value in use calculations related to the estimation of cash inflows/
outflows, including budgeted sales and gross margin, are estimated based on the
Dormeo US CGU's and Dormeo Canada CGU's past performance and management's

expectations for future market development.

TR ELENMNAKESENE
ERETRABRRMADT :

Dormeo

R2019F12A318  ZE B K AU
CeBIORECAEETEET %%
HETRBEEEMBLEN T F R
BREEFRRESRERAIZH AR
E|7.2%t B o Dormeok BIR & E £
Bz RDormeolE KRR S ELEM A
FrEROBSREFMBH BT RE
tE P AEEFENEME B RRE
RBemA/ R (REEEHERE
FE)RH 5 BB E TR #EDormeo
FEIREEEEM K Dormeo il E AR
CEEBEUMNBARBUREEREY
RRMHEROBRM (G5 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

22.

IMPAIRMENT ASSESSMENT ON GOODWILL AND INTANGIBLE
ASSETS (continued)

Dormeo (continued)

As a result of the unfavourable performance of Dormeo US CGU and Dormeo
Canada CGU during the year ended 31 December 2019, the directors of the
Company have considered the financial performance of Dormeo US CGU
and Dormeo Canada CGU would not be turnaround in coming few years and
consequently determined impairment of customer relationship directly related to
Dormeo US CGU and Dormeo Canada CGU amounting to HK$12,057,000 and
HK$2,713,000, respectively and the carrying amounts of customer relationship
of Dormeo US CGU and Dormeo Canada CGU after impairment are Nil and
HK$14,079,000, respectively.

For the impairment testing of goodwill and brand name, the directors of the Company
determined that goodwill and brand name cannot be allocated on a reasonable basis to
Dormeo US CGU and Dormeo Canada CGU and therefore, the carrying amounts of
goodwill and brand name have allocated to a group of CGUs that combining Dormeo
US CGU and Dormeo Canada CGU and consequently determined impairment of
goodwill and brand name to this group of CGUs amounting to HK$36,463,000 and
HK$74,117,000, respectively while the customer relationship of Dormeo Canada CGU
have been further impaired amounting to HK$11,366,000. The impairment losses of
goodwill, brand name and customer relationship have been included in profit or loss
in the “other gains and losses” line item. Except for the goodwill which have been fully
written off, the brand name and customer relationship have been written down to
HK$ 11,366,000 and HK$4,008,000 as at 31 December 2019, respectively.
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BEKEVEE 2B (&)

=

Dormeo (£&)

BREZE2019F12A31HEEE
Dormeo3 B 3 & B 4 B A & Dormeo
MEXREEEBMRRRE  AQF
EZWADormecEB R e ELBM K
DormeoME KRR EEE BRI RIKE
FANPBRBETHE AETHE
DormeoZk Bl IR & & & B i R Dormeo
NMERRSELENERZRENK P
B8R 2 BB 2 5l /12,057,000 7T K
2,713,000 7T M 7R {E 1% #) Dormeo
EER S EEEM K Dormeo IE AR
CELBENNETFARERES A
T 7T & 14,079,000% 7T ©

FEERMEEBREARAMNE A&
RAEERTHERMEERELR
AEEESEZEDormeo kB € EA
B K DormeoNEXIR & EE BN

At HERMEERIEEEE D
Bl = HDormeoE B IR & EE BN K&
DormeoI2 RIB ¢ ELBMAK 2R
SEEBMAR AUZARCRAEE
HEN BERMEEBZRED R
#%36,463,00078 7T & 74,117,0007% 7T *

fDormeoMEXRR G ELEMLNE
FREE—TREZI1,3660008 T

HE mEEBREFPBEZHERS
BEFABEAR [HalaskEE]
—JE - REEBEMBZAEIN B4
BREFPBECDA019FI12A3I8S
BB Z 11,366,00078 7T }.4,008,00078
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22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IMPAIRMENT ASSESSMENT ON GOODWILL AND INTANGIBLE
ASSETS (continued)

Dormeo (continued)

For the year ended 31 December 2018, the recoverable amount of Dormeo CGU
has been determined based on value in use calculation. The calculation uses cash flows
projection based on financial budgets approved by management covering a 5-year
period and a pre-tax discount rate of 18.88%. Dormeo CGU's cash flows beyond the
5-year period are extrapolated using a steady 2% growth rate. Other key assumptions
for the value in use calculation related to the estimation of cash inflows/outflows,
including budgeted sales and gross margin, are estimated based on the Dormeo CGU's
past performance and management's expectations for future market development.
Except for the impairment losses of customers relationship have been recognised
amounted to HK$8,097,000 due to the loss of customers, the management of the
Group determines that there was no further impairment of Dormeo CGU containing
goodwill, brand name and customer relationship during the year ended 31 December
2018. Management believed that any reasonably possible change in any of these
assumptions would not cause the carrying amount of Dormeo CGU to exceed the

recoverable amount of Dormeo CGU for the year ended 31 December 2018.

Chengdu Xingang

The recoverable amount of this unit had been determined based on a value in use
calculation. The calculation used cash flows projections based on financial budgets
approved by management covering a 5-year period, and a pre-tax discount rate
of 10.67% in 2018. Chengdu Xingang's cash flows beyond the 5-year period were
extrapolated using a steady 4% growth rate in 2018. The management of the Group
believed that a 4% growth rate was reasonable after considering the recent inflation

rate in Chengdu and the management expectation on future market development.

22.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

BEKEVEE 2B (&)

Dormeo (£&)

B ZE20I18%F12A31HIEFE » Dormeo
AeELBEMNNTRESECRER
BEFEET ZEHENREER
ERMENTFRUEBEFRARS
T2 TERIHE T BT 8L 3R K 18.88%5T B
Dormec R & E4A BB iA A FHMIE
ERERBCMBERREERE F
AEETENEMTIERIERER
AR (BEBEHERERNE)H
st A EBEDormeo i & E A
BUMBERBUREEEHRRT
GRENBIMG - RERTE AR
R 2% P 1R R E B 188,097,000/ 7T
I AEBERERT  BE20I8F12
A3IBIEFE  DormeolR @ EA B
(PEBEE REEBREFBAR)L
BE—SRE- EEBRBEE0I8
FOMIBLEFE FMZERE
SEAHEEFHHTEE T DormeclR &
EALBMRmERLEDormecRE E
HEEBEMMATKESEE-

R ERHT 78

SEMRMTRESBNREFERER
STEET ZIEENREEREMI
EORFHBEBEFRARSREREA
2018 FE MR AR K 10.67%1E o B
BHEAFROASREEA018F
4Bl RERE - AKEEREE
ME BEERBIOBBRERE
BEHRRMSEERNBER 4%
BERTNBAE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

22.

IMPAIRMENT ASSESSMENT ON GOODWILL AND INTANGIBLE
ASSETS (continued)

Chengdu Xingang (continued)

Other key assumptions for the value in use calculations related to the estimation
of cash inflows/outflows, including budgeted sales and gross margin, were estimated
based on the Chengdu Xingang's past performance and management's expectations
for the future market development. During the year ended 31 December 2018, the
management of the Group determines that there was no impairment of Chengdu
Xingang containing goodwill for 2018. Management believed that any reasonably
possible change in any of these assumptions would not cause the carrying amount of
Chengdu Xingang to exceed the recoverable amount of Chengdu Xingang for the year
ended 31 December 2018. During the year ended 31 December 2019, the Group has
disposed of Chengdu Xingang with a gain of HK$44,058,000 as set out in note 8. The
carrying value of goodwill of HK$24,303,000 has been disposed of through the disposal
of the subsidiary (Note 42).
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FREEFENEMIZRERARS
MA/ REREER EBERE
HERENEDREBKESNENBE
KENREREHRRMISERNE
B st B E2018F 128318 IEF
B ASEEEEBEXEIE (BFE
EE)R0ISFIERE-BEEERE
REZ2018F 128318 ILEE - E
HZEBRINABIREYHETEEH
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23.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DEFERRED TAXATION

For the purpose of presentation in the consolidated statement of financial position,

certain deferred tax assets and liabilities have been offset. The following is the analysis of

the deferred tax balances for financial reporting purposes:

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

SESERIE

REAMBRARRNZNME &T
BRERBEERABED THEH N
T AR BRE (FHOBETHIBLEH
A

2019 2018
20194 20184

HK$'000 HK$'000

FHERT FHET

Deferred tax assets EETIAEE 8,409 25,451
Deferred tax liabilities RERIARE (29,874) (96,462)
(21,465) (71011

The following are the major deferred tax (liabilities) assets recognised and movements

thereon during the current and prior years:

T ARAEE BB F SRR
TBETHE (AR EERASE:

Fair value
Undistributed Allowance for Fair value  adjustment
profits of  Unrealised inventories adjustment on on
Right-of-use PRC profit in Tax  andcredit  investment  intangible
assets  subsidiaries  inventories losses losses  properties assets Others Total
Gl FER RENE AREE
RRE WELAKN HERZ 5 AN ZAY
B APEEN REN  HEEE  BESE =6 ] R At @t
HK$000 HK$000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$000 HK$'000
TET TAT TET TET TET TAR TR TET TER
At | January 2018 #20I18E1 A1B - (14,007) 147 6,666 10914 (59,624) (28926) 1,576 (83254)
Exchange adjustments B AR - 494 - 217 (47n) 3,050 (187) (15) 2653
(Charged) credited to profitorloss W82 (FIBR)ATA - (2499) (35) 7984 (2007) 820 3409 500 8172
Release to profit or loss upon TR EREERR
payment of dividends - 1418 - - - - - - 1418
At 31 December 2018 #2018%12A318 = (14594) 12 14433 8435 (55.754) (25,704) 206 (71011)
Exchange adjustrments R 4 28 = 83) (326) 1171 = (276) 758
(Charged) credited to profit or loss HiBE (MR EA (1274) (17261) ) (10438) (3735) 880 2475 (1,124) (10519)
Release to proft or loss upon XAREEEERE
payment of dividends - 5822 - - - - - 5822
Release upon disposal of a subsidiary W& — KB AR BB
(Note 42) GED) = 390 = = (608) 53703 = = 53485
At 31 December 2019 #019F12A318 (1.270) (25375) 70 3912 3766 - (3229) 661 (21465)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

23.

DEFERRED TAXATION (continued)

At the end of the reporting period, the Group had unused tax losses of
HK$281,565,000 (2018: HK$219,195,000) available for offset against future profits.
A deferred tax asset has been recognised in respect of HK$15,648,000 (2018:
HK$68,948,000) of such losses. No deferred tax asset has been recognised in
respect of the remaining HK$265917,000 (2018: HK$150,247,000) due to the
unpredictability of future profit streams. Included in unrecognised tax losses are losses
of HK$35,871,000 (2018: HK$28,555,000) and HK$56,039,000 (2018: HK$56,039,000)
that will be expired from 2020 to 2024 and from 2037 to 2038, respectively. Other

losses may be carried forward indefinitely.

As at 31 December 2019, the Group had deductible temporary differences mainly
arising from allowance for inventories and credit losses and unrealised profits on
inventories of HK$50,900,000 (2018: HK$44,370,000). Deferred tax assets have been
recognised in respect of such deductible temporary differences of HK$17,540,000
(2018: HK$43,340,000). No deferred tax asset has been recognised in relation to the
remaining deductible temporary differences as it is not probable that taxable profit will

be available against which the deductible temporary differences can be utilised.
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IESERIE ()

RBEBRR AEBBRDAFEEE
281,565,000/ 7T (20184 : 219,195,000
AT AT SR ARG F - BB REE
1815,648,000% 7T (2018%F : 68,948,000
B EREEREEE - AR AR
S LATROR - dh 30 A BE8R 265,917,000
7 7T (20184 : 150,247,000/ 7T ) #
REEHBEEE-HPBEH A
2020 £2024% K& B20374F £2038
F I8 M 2 B 1835,871,000 T (2018
4F : 28,555,000/ 7T ) 556,039,000/ 7T
(20184F : 56,039,000/ 7T ) 5t A R HER
HEBE HMBBEERALE-

R2019F12A3IH A&BEBRE
EREEFBREBREERERRET
i = A AT H1 80 S I 14 2 %850,900,000
7 70 (2018%F £ 44,370,000 7T) ° & 5t
75 /88 T 4050 B B 1 2 581 7,540,000 7T
(20184F : 43,340,000/ 7T ) HERIE FE R
FEE-BRTIAAEEEREF
oAEMREREEESE S0 & F
HRUMBBREEZERAELEHEBE
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23.

24.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

DEFERRED TAXATION (continued) B EESIE (F)
Under the PRC EIT Law, withholding tax is imposed on dividends declared at 10% RIBFE R EMEHE - 5120085 | A
in respect of profits earned by PRC subsidiaries from | January 2008 onwards. | B - o BT 8 A B) 78 b L P B A
Deferred taxation has not been provided for in the consolidated financial statements FTE R /AR B 1R 1 0%/ B 2 S 4 78 H0
in respect of temporary differences attributable to the undistributed profit of certain B AR ARG E R G B Rt E 5
PRC subsidiaries as at 31 December 2019 amounting to HK$348,601,000 (2018: HYBFRE - DA A AT RAR IR K A] g 8 2]
HK$589,380,000), as the Group is able to control the timing of the reversal of the PeRs =58 FL W ERE TP EMHB
temporary differences and it is probable that the temporary differences will not be NAR2019F 12431 BRI R 2 K 4 F
reversed in the foreseeable future. As at 31 December 2019, deferred tax liabilities 348,601,000 7T (20184 : 589,380,000
of HK$25,375,000 (2018; HK$14,594,000) has been provided for in respect of the BLIEENGREZEREETHE
temporary difference arising from the undistributed profits of the remaining PRC WMRMEHBETE R IA R - R20195F 12
subsidiaries. A3I8 EEH B B 825,375,000/ 7T
(20184 : 14,594,000/ 7T ) B 384 T
B B 1B % ) B 2R 0 R A A ) R
HEBRELRE-
The Group s liable to withholding tax on dividends distributed from Sinomax USA, AR E B AT Sinomax USA, Inc. 7 Ik # I%
Inc.. As at 31 December 2019, the Group had temporary differences relating to the EHMAEHB-R2019F 128318
undistributed profits of Sinomax USA, Inc of HK$ 16,538,000 (2018: HK$83,654,000). & B Bt Sinomax USA, Inc. R 7 K 4 A1
Deferred taxation has not been provided for such temporary differences as the Group H G B 1 = 38 416,538,000 B 7T (2018
is able to control the timing of the reversal of the temporary differences and it is F £ 83,654,000/ 7T) - IR AN E LR
probable that the temporary differences will not be reversed in the foreseeable future. BB EGEREEOER B RAA
RARRIAA e RO R Z58 - &
3 48 31 5% W B 1 = R AR LR E R IR
B
INVENTORIES 4 BE
2019 2018
2019 20184
HK$’000 HK$'000
FERT TAET
Raw materials FRF1 % 198,130 198,908
Work in progress EETRE 107,813 11,730
Finished goods LR 185,902 220,433
491,845 531,071

HEBERLT 209FEHE

B
3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

25. TRADE AND OTHER RECEIVABLES

%5 EZRHEMEREE

2019 2018
20194 20184
HK$’000 HK$'000
FET FHET
Trade receivables B 5 R 437,611 717,660
Less: allowance for credit losses B EEEERE (30,751) (24913)
406,860 692,747
Other receivables H h FE U R IE
Prepayments for purchasing of raw materials BERMBMNBENRER
and operating expenses KA 64,652 84,513
Other taxes recoverable H th A] Yz [B] £ 18 18,110 37,149
Rental and other deposits e kHEMES 36,893 28,158
Advance to staff TEfT B T8 1,744 2467
Consideration receivable from disposal of PE—FARBATZ
a subsidiary (Note 42) FEUARAB (BT EE42) 148,603 8,601
Others Hith 15,058 13,089
285,060 173,977
Total trade and other receivables B 5 & E fh e MR IR A5 691,920 866,724
Analysed of reporting purposes as: BE A B EL 2 5T -
Non-current assets ERBEE 132,444 23,365
Current assets MENEE 559,476 843,359
691,920 866,724

Rental deposits were adjusted upon the initial application of HKFRS [6. Details of the

adjustments are set out in note 2.

As at | January 2018, trade receivables from contracts with customers amounted to
HK$621,367,000. The credit period granted to department stores ranges from 30 days

to 120 days. For sales to wholesalers, retailers and furniture manufacturers, the Group

generally allows a credit period ranging from 7 days to 90 days.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

TRADE AND OTHER RECEIVABLES (continued)

The following is the aged analysis of trade receivables, net of allowance for credit losses,

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

BZ R EMmERRE (&)

UTREMBREEFEREENESRK

presented based on the dates of delivery of goods. FENERA T (REERINTEHE
5] o

2019 2018
20195 2018%F
HK$’000 HK$'000
FExT TET
Within 30 days 30H AR 217,711 448,714
31 to 60 days 31E60H 124,367 149,877
61 to 90 days 61ZE90H 38,876 56,832
91 to 180 days 91Z2180H 23,394 34,030
181 to 365 days 181 %2365H 2,512 3294
406,860 692,747

As at 31 December 2019, included in the Group's trade receivables balance
are debtors with aggregate net carrying amount of HK$126,779,000 (2018:
HK$269,620,000) which are past due as at the reporting date. Out of the past due
balances, HK$20,849,000 (2018: HK$19,705,000) has been past due 90 days or
more and is not considered as in default by considering the background of the trade
receivables and historical payment arrangement of these trade receivables. The Group

does not hold any collateral over the balances.

Details of impairment assessment of trade receivables for the years ended 3l

December 2019 and 2018 are set out in note 38.

R2019F12A31B - A&EBEHZE 5
FERRBEHEEREEFEGRA
126,779,000 7T (2018%F : 269,620,000
BIL) CEWEIE - ERBRERHER
Hi o ABI BRASBRE P 20,849,000 B TT
(20184 : 19,705,000 7T ) E 8 #90H
SN EEERESRRREBEZE
ERBEEHSRUFEZELNRE
B HINERBELN - NEEW KRG
REEREETMERR

BHZE2019F K2018F12A3IBIEEE

ZEGEWFEREFEZFBEER
Bt 338
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

26.

BILLS RECEIVABLES

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

time to maturities as at the end of reporting periods:

26.

ZEEBRARBERRARBHNE
WEE- AT ARBEHRIZEDH
By ] 2 51 ) R MR R AR Bkl D A

2019 2018

20194 20184

HK$'000 HK$'000

FET FET

Within 30 days 0B AR 8,832 13,166
31 to 60 days 31260H 7,996 18,877
61 to 90 days 61Z290H 9,840 17,878
91 to 180 days 91ZE180H 28,208 41578
181 to 365 days 181 Z365H 677 461
55,553 91960

As at 3| December 2019, bills receivables amounting to HK$9,365,000 (2018:
HK$24,220,000) are held by the Group for future settlement of trade payables by
endorsement of bills or held to maturities for collecting cash. All bills receivables of the

Group are with a maturity period of less than one year

For the years ended 31 December 2019 and 2018, the Group performed impairment
assessment on bill receivables and concluded that the probability of defaults of the

counterparties is insignificant and accordingly, no allowance for credit losses is provided.

Sinomax Group Limited 2019 Annual Report

R2019F 128318 AEEHFA
U Z 459,365,000 7T (20184 :
242200008 L) NEBEHESENAH
BENEHIENREXFEEZIH
NEBR e AEB B REREE
ZERHRA DR —F o

B ZE2019F F20I18F 12A31 8 IEE
B AEBHEREEETRENRD
BEmAEFABOZIREITE
K BT EELEEBERREE-



27.

28.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

TRANSFERS OF FINANCIAL ASSETS

The bills receivables amounting to HK$6,639,000 and HK$39,549,000 (2018: Nil and
HK$67,740,000) as at 31 December 2019 were transferred to banks or suppliers by
discounting or endorsing these bills receivables on a full recourse basis. As the Group
has not transferred the significant risks and rewards relating to these bills receivables,
it continues to recognise the full carrying amount of the bills receivables and has
recognised as the cash received on the transfer as bank borrowings (see note 34) or
trade payables (see note 30).The bills receivables are carried at amortised cost in the

Group's consolidated statement of financial position.

TRADE RECEIVABLES AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

As part of the Group's cash flow management, the Group has the practice of factoring
some of the trade receivables to financial institutions before the trade receivables are
due for repayment and derecognises factored trade receivables on the basis that the

Group has transferred substantially all risks and rewards to the relevant counterparties.

As at 31 December 2019, the effective interest rates of the factored trade receivables
at FVTOCI ranged from 3.13% to 4.35% per annum (2018: 3.38% to 4.38% per
annum). Details of the valuation techniques and key inputs adopted for their fair value
measurements are disclosed in note 38. As at 31 December 2019 and 2018, the fair
value changes on trade receivables at FVTOCI are insignificant and accordingly, no fair

value changes are recognised in equity as FVTOCI reserve.
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For the year ended 31 December 2019
BEW09FNANALFE

29. PLEDGED BANK DEPOSITS/FIXED BANK DEPOSITS/BANK
BALANCES AND CASH

(@)  Pledged bank deposits

Pledged bank deposits with original maturities more than three months carried
fixed interest rates of 1.55% per annum as at 3| December 2019. Such bank
deposits had been pledged to secure the Group's general banking facilities and
were classified as current assets. The pledged bank deposits has been released

upon the settlement of relevant bills payables.

(b)  Fixed bank deposits

Fixed bank deposits with original maturities more than three months carried

interest at fixed rates at |.40% to 2.10% per annum as at 3| December 2018.

(c)  Bank balances

Bank balances carried interest at prevailing market rates ranging from 0.01% to
0.35% (2018:0.01% to 0.35%) per annum.

For the years ended 3| December 2019 and 2018, the Group performed impairment
assessment on pledged bank deposits, fixed bank deposits and bank balances and
concluded that the probability of defaults of the counterparty banks are insignificant

and accordingly, no allowance for credit losses is provided.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019
BE019F2A3IBILFE

TRADE AND OTHER PAYABLES 0. EBSREMENER
2019 2018
2019 20184
HK$’000 HK$'000
FET T
Trade payables B 5 ENREA 342,597 363,303
Refundable securities deposits AREFLFNRE 11,672 10218
Refundable deposits received 2 g AT R BliR & 1,183 988
Accrued salaries [EEtE & 44,025 45,884
Accrued operating expenses JEEHE BRI 29,135 52,010
Accrued lease liabilities EEtHEEE = 17,359
Provision for onerous leases ES1ETH E R - 2,935
Other taxes payable Hth BT R IE 20,901 29,534
Amount due to a non-controlling FEAT FEVEAR AR TR
shareholder (Note) B I8 (FiT3E) 6,543 6,543
Payable for acquisition of property, BUEE  BE K&
plant and equipment % 1 e ST Y R IE = 11,881
Payable for freight charges ENEE 29,617 32,119
Interest payable JFETFE 124 500
Dividend payable to a non-controlling shareholder & {5 JE#5 f% 1% B8 #9 % &, 26,849 -
Others Hitp 19,407 26,984
189,456 236,955
Total trade and other payables B 5 KA MR RIAERE 532,053 600,258

Note: The amount was unsecured, non-trade nature, interest-free and repayable on demand.

et ZRBREER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019
BEW09FNANALFE

30. TRADE AND OTHER PAYABLES (continued) 0. EZRHMENRE(E)

AALBE S RAEMEMNKE
39,549,000 7T (2018%F : 67,740,000/
T DREEERREN HRERR
Z BV H B R RS HR i AR B

Included in the trade and other payables above amounting to HK$39,549,000 (2018:
HK$67,740,000) had been settled by endorsed bills for which the maturity dates of the
bills receivables are not yet fallen due as at the end of the reporting period (note 27).

The credit period of trade payables is ranging from 30 to 60 days. The following is the

aging analysis of trade payables based on the invoice date at the end of each reporting 27) - B HENFEBEBNEERN T302
period. OH- U TREREHREZERZAH

MBS RN FTBEREDN -

2019 2018
20195 20184

HK$’000 HK$'000

FERT FET

Within 30 days 0B A 204,285 227429
31 to 60 days 31E60H 94,940 62,015
61 to 90 days 61290H 19,081 19,766
91 to 180 days 91ZE180H 17,746 45399
Over 180 days #B3B180H 6,545 8,694
342,597 363,303

31.  BILLS PAYABLES

3. ERES

R2019F12A31B 2 BN RE B IK 8
RATFFN,791,00078 7T (2018%F « &) {EH
B WHARRREETHBARER.
UNTARERRREREITHSRZIN

Bills payables were secured by pledged bank deposits of HK$ 1,791,000 (2018: Nil) as
at 31 December 2019 and guaranteed by the Company and certain of its subsidiaries.
The following is the aging analysis of bills payables at the end of the reporting period

presented based on bills issue date:

BN RERER DN

2019 2018
20194 20184

HK$'000 HK$'000

FERT FHET

Within 30 days 308 AR 6,107 15,319
31 to 60 days 31E60H 11,639 1333
61 to 90 days 61ZE90H 6,481 15,735
91 to 180 days 91Z180H 15712 53,794
181 to 365 days 181 2365H 7,710 -
47,649 86,181
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

32. CONTRACT LIABILITIES 32

The following is an analysis of the Group's contract liabilities:

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

BREE

AEEzZANBEIMWT:

2019 2018
20195 2018%F
HK$’000 HK$'000
FExT T
Deposits received from customers for the sales HEEREIRREEMBRP
of health and household products WE 2 & & 466 893

As at | January 2018, contract liabilities amounted to HK$1,255,000.

For the contract liabilities as at | January 2018 and 31 December 2018, the entire
balances are recognised as revenue in profit or loss during the years ended 3|
December 2018 and 31 December 2019, respectively. The directors of the Company
considered that the entire balance of contract liabilities as at 31 December 2019
will be recognised as revenue in profit or loss within twelve months subsequent to
31 December 2019. Typical payment terms which impact on the amount of contract

liabilities recognised are set out in Note 5(iii).

R2018F1AIB - AOBER
112550007 7T ©

FLR2018F 1 A1H K%2018F 128318
ZENBEME 2BERREZE
2018 12 A31H K2019F 12A318 1k
FENERBERAREG ARFIESR
B R2019F12A3IBZEANEEY
2EAEHIER2019F 128318+ =
BAAAREZERAENZ FECH
RENBERB 2 AA N REREHR
BT #E5il)
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For the year ended 31 December 2019
BEW09FNANALFE

33. LEASE LIABILITIES B HEAE
2019
20195
HK$’000
FHEx
Lease liabilities payable: EAHEEEE:
Within one year —FRX 59,429
Within a period of more than one year HARR B A —4F - BT ERIA R F
but not more than two years 53,355
Within a period of more than two years HARR BRI - BT EBA D F
but not more than five years 76,920
Within a period of more than five years HAPR HE @ 95,879
285,583
Less: Amount due for settlement with 12 months  J& : REN B EIE 251218 A N
shown under current liabilities I EAE B R RIR (59,429)
Amount due for settlement after 12 months IERBEBETEYI2EA%E
shown under non-current liabilities REAEE R FIE 226,154
34. UNSECURED BANK BORROWINGS 4. EEMBITER
2019 2018
20194 20184
HK$’000 HK$'000
FET FET
Trade borrowings B HEH 119,332 193,582
Term borrowings TE BB X 496,892 680,175
Other borrowings (Note 27) HmfE sk (H5E27) 6,639 =
622,863 873,757

254 Sinomax Group Limited 2019 Annual Report



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

34. UNSECURED BANK BORROWINGS (continued) 4. EIKHRITER(E)
2019 2018
2019 20184
HK$’000 HK$'000
FET T
The carrying amounts of the above unsecured P EERRITRE R BREE
bank borrowings that are repayable*: AR AT BABR (8 58 *:
Within one year —%FNR 83,707 318,398
Within a period of more than one year HRBE—F BETEAMF
but not exceeding two years - 208,591
Within a period of more than two years HRBBEME BENERRF
but not exceeding five years - 80,797
83,707 607,786
The carrying amounts of bank borrowings that BEARERERIGR BT
contain a repayment on demand clause BRXGHERBBE) 2REE
(shown under current liabilities) but repayable: AR TEIRER
Within one year FA 142,137 256,471
Within a period of more than one year HREBA—F ETEAME
but not exceeding two years - 9,500
142,137 265971
The carrying amount of bank borrowings that are FHER EHREHEBRERKEEZ
repayable on demand due to breach of loan RITER GIERBEE) Z
covenants (shown under current liabilities) BREE 397,019 -
622,863 873,757
Less: Amounts due within one year shown under & 1 BN BEIE N 275
current liabilities —F AR HRFIE (622,863) (584,369)
Amounts shown under non-current liabilities FMBEBEET2IEEE = 289,388

*

agreements,

The amounts due are based on scheduled repayment dates set out in the loan

*

HHFBENER B BT ORERR

HHARE-

BHREBERAAF
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For the year ended 31 December 2019
BEW09FNANALFE

34. UNSECURED BANK BORROWINGS (continued) BIEIPRTER (F)
2019 2018
20194 20184
HK$°000 HK$'000
FET FAET
Variable-rate borrowings FENFEER 616,224 857,139
Fixed-rate borrowings TE MR K 6,639 16,618
622,863 873,757

Variable-rate bank borrowings carry interest with reference to Hong Kong Interbank
Offered Rate, London Interbank Offered Rates and Hong Kong Prime Rate plus a

specific margin of the relevant banks.

The ranges of effective interest rates (which are also equal to contracted interest rates)

on the Group's borrowings, are as follows:

/%@J*'JTfEfT1ﬁth?§§/;§fETTH¥ﬁ

B AR

TREFREMRERERER

%'J%DMHE%ETTE’\J%E%U?FQ KB

ZS%@E’JF,WEE’%?’FW

AIAME)EEMT :

2019
20194

(EFEER

2018
20184

Effective interest rates (per annum): BERMNE(GF):
Variable-rate borrowings FENFEERK
Fixed-rate borrowings [ TE ) 3 £8 5K

2.48% — 5.57%
3.00%

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

UNSECURED BANK BORROWINGS (continued)

The Group's borrowings that are denominated in currencies other the functional

currencies of the relevant group entities are set out below:

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

BERRITER (F)

AKBURBEEERNEIE LI
BB EMEREIIT

2019 2018
20195 20184

HK$°000 HK$'000

FET FHET

US$ ETT 164,762 130979

As at 31 December 2019, a non-controlling shareholder had provided a guarantee
to a bank to secure the bank facilities granted to a subsidiary of the Group to the
extent of Renminbi (“RMB") 19,800,000, out of which RMB5,000,000, equivalent to
approximately HK$5,633,000 (2018: HK$12,661,000), were utilised.

Loan covenants breached

During the year ended 3| December 2019, in respect of bank borrowings with
carrying amount of HK$397,019,000 as at 31 December 2019, the Group breached
certain financial related loan covenants of these bank borrowings. The board of
directors have made an announcement to the Stock Exchange on discovery of the
breach. The Group has also commenced renegotiations of the financial related loan
covenants of these borrowings with the relevant bankers and as at 31 December
2019, those negotiations had not been concluded. Since the relevant bankers have
not agreed to waive their right to demand immediate payment as at the end of the
reporting period, these balances have been classified as current liabilities as at 31
December 2019. Subsequent to the reporting period, the banks have granted waivers
for immediate payment of certain bank borrowings and also approved amendments on
certain financial related loan covenants for the borrowings and the details are disclosed

in note 47.

P2019F 128318 — & IFIERA R
ABTIREER URBRITAAE
B-HHBRARRTZLRAAR
(TAE™])19,800,0007CHISRITRYE -
EHPEHHARES000000T (FHER
#95,633,0007 7T (20184 : 12,661,000
BT) ) e

EREREN

B ZE2019F 128318 EFE 512019
F12A31 B8R E 8 /397,019,0007 7T
MIRTET AEBER TZERT
ERNETHBEBERRZN -EF
SOREENERFERBEIMES
A AEBENEHBRZFERD
MBHAERROEEBRITEN S
TR 2019F 12A31H WA B RZ
EEE - BREERSHREAR?T
I B 2 3 Bk AR TR0 F -
BB E2019F12A318 % EH&EH#E
DEAERBAE - NRE% R
ETROTERNNHETRLRE
Mt EEETRNE THBEEBERR
HELES - BAFBRERKTE47
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For the year ended 31 December 2019
BEW09FNANALFE

35. SHARE CAPITAL OF THE COMPANY

35 ARAFRA

Number of
shares Amount
RHEE -
‘000 HK$'000
T T
Ordinary shares of HK$0.! each BROIBTHE AR
Authorised: EE:
At | January 2018, 31 December 2018 and 7201851 A1H 2018F12H31H &
31 December 2019 20195124318 10,000,000 1,000,000
Number of
shares
RHEE
‘000 HK$'000
TR T
Issued and fully paid: ERTRBRE:
At | January 2018, 31 December 2018 and R20185 1 A1H - 2018F12A31H
31 December 2019 2019124318 1,750,002 175,000

36. SHARE OPTION SCHEMES

()  The Pre-IPO Share Option Scheme

On 13 December 2013, a share option scheme was adopted by the
shareholders of the Company (the "“Pre-IPO Share Option Scheme”). The Pre-

3. BRERTE

) BERLRBEABRETS

013128138 AR AIRE
R ErE ([ERDMR

IPO Share Option Scheme is a share incentive scheme and is established to

recognise and acknowledge the contributions that the eligible participants under

the scheme have or may have made to the Company.

The eligible participants include any full-time or part-time employees, executives
or officers (including executive, non-executive and independent non-executive
directors) of the Company or any of its subsidiaries and any suppliers,
customers, consultants, agents and advisers who, in the opinion of the directors

of the Company, will contribute or have contributed to the Company and/or any

of its subsidiaries.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

36. SHARE OPTION SCHEMES (continued)

(i)

The Pre-IPO Share Option Scheme (continued)

Upon acceptance of the share option, the grantee shall pay HK$I to the

Company by way of consideration for the grant.

On 13 December 2013, the Company had authorised to grant to 40 eligible
participants to subscribe for an aggregate of 34,918,000 shares under the Pre-
IPO Share Option Scheme. In February 2014, the Company granted share
options to 137 eligible participants to subscribe for an aggregate of 34,903,000

shares.

The subscription price of a share in respect of any particular share option
offered under the Pre-IPO Share Option Scheme shall be a price representing a

30% discount to the Offer Price.

The share options granted to each grantee under the Pre-IPO Share Option
Scheme shall be vested equally in five tranches commencing on 10 July 2014, the
first date on which dealings in the shares of the Company commenced on the
Stock Exchange (the “Listing Date”) and on each of the first, second, third and
fourth anniversary of the Listing Date. The grantees to whom a share option
has been granted under the Pre-IPO Share Option Scheme will be entitled to
exercise the share option any time after the share option has been vested but
in any event on or before the date falling on the fifth anniversary of the Listing
Date. The share options granted under the Pre-IPO Share Option Scheme are
not transferable and share options not exercised within the exercise period wil

lapse and cease to be of further effect.
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For the year ended 31 December 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

36. SHARE OPTION SCHEMES (continued) 36 BREERTE (&)

()  The Pre-IPO Share Option Scheme (continued) (0] BRARBENBRETS (&)
The Pre-IPO Share Option Scheme expired on 10 July 2014 and ceased to have BRAREBEEABRETEER
effect after 10 July 2014. Share options granted prior to the expiration of the 20147 R 108 8 W - & 72014
Pre-IPO Share Option Scheme but not yet exercised at that time shall continue FTRI0OBEABABRI R
to be valid and exercisable in accordance with the Pre-IPO Share Option BRANRAEENBERETEIER
Scheme.The following tables disclose details of movements of share options AR B & B R TT (R B R AR 12
granted under the Pre-IPO Share Option Scheme: BEEEYRBEERARES

AR RS BIA AT/
Outstanding Lapsed  Outstanding Lapsed  Outstanding
at during at during at
Options Vesting period [.1.2018 the year 31.12.2018 the year 31.12.2019
120185 R2018%F 20195
IAIA 12A31H 12A31H
AR BES MATE REREX® HRTE REAKK  HRTE
(Note) (Note)
(P EE) (P 3E)
Directors
£
Tranche | 10022014 - 10.07.2014 4,045,240 - 4,045,240 (4,045,240) -
FH 0145281082
201457A108
Tranche 2 10.02.2014 - 10.07.2015 4,045,240 - 4,045,240 (4,045,240) -
R WI4F2R108E
2015%7/108
Tranche 3 10.02.2014 - 10.07.2016 4,045,240 - 4,045,240 (4,045,240) -
F=H 2014F2R10RE
201657H 108
Tranche 4 10.02.2014 - 10.07.2017 4,045,240 = 4,045,240 (4,045,240) -
FIHt 2014F2R10RE
2017%7A10H
Tranche 5 10.02.2014 - 10.07.2018 4,045,240 - 4,045,240 (4,045,240) -
FHH 0145281082
20185 7A10H
20,226,200 = 20226200 (20,226,200) -
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36. SHARE OPTION SCHEMES (continued)

(i)  The Pre-IPO Share Option Scheme (continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

36 RERAEGTE (&)

) ERLFRBEABRETS (8

Outstanding Lapsed  Outstanding Lapsed  Outstanding
at during at during at
Options Vesting period [.1.2018 the year 31.12.2018 the year 31.12.2019
120185 20185 R2019%
IAIA 12A31H 12A831R
BRE BEH MATE REREAR HRTE RERXR  HATR
(Note) (Note)
(BitsE) (PHEE)
Senior management
BREEE
Tranche | 10022014 - 10.07.2014 1,007,560 - 1,007,560 (1,007,560) -
F#t 014F28100E
2014%7R108
Tranche 2 10.02.2014 - 10.07.2015 1,007,560 - 1,007,560 (1,007,560) -
F#t 014F2R10RE
2015%7H108
Tranche 3 10022014 - 10.07.2016 1,007,560 - 1,007,560 (1,007,560) =
F=H 2014F2810BE
2016F7H 108
Tranche 4 10.02.2014 - 10.07.2017 1,007,560 - 1,007,560 (1,007,560) -
Fmit 014F2810BE
2017%7R108
Tranche 5 10.02.2014 - 10.07.2018 1,007,560 - 1,007,560 (1,007,560) -
Fht 014F28100E
2018574108
5,037,800 = 5,037,800 (5,037,800) =

BREEEAERAT 2009FFEHE
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For the year ended 31 December 2019
BEW09FNANALFE

36. SHARE OPTION SCHEMES (continued)

(i)  The Pre-IPO Share Option Scheme (continued)

36 RERAEGTE (&)

) ERLFRBEABRETS (8

Outstanding Lapsed  Outstanding Lapsed  Outstanding
at during at during at
Options Vesting period [.1.2018 the year 31.12.2018 the year 31.12.2019
120185 20185 R2019%
IAIA 12A31H 12A831R
BRE BEH MATE REREAR HRTE RERXR  HATR
(Note) (Note)
(BitsE) (PHEE)
Employees
ES
Tranche | 10022014 - 10.07.2014 1,638,300 (206,000) 1,432,300 (1,432,300) -
FHt 014F2R10RE
201457A10R
Tranche 2 10.02.2014 - 10.07.2015 1,640,300 (206,000) 1,434,300 (1,434,300) -
FH WI4F28108E
2015%7H108
Tranche 3 10022014 - 10.07.2016 1,640,300 (206,000) 1,434,300 (1,434,300) =
F=#t 014F2810RE
2016F7H 108
Tranche 4 10.02.2014 - 10.07.2017 1,640,300 (206,000) 1,434,300 (1,434,300) -
FI0Ht 2014F2R10RE
2017%7A108
Tranche 5 10.02.2014 - 10.07.2018 1,640,300 (206,000) 1,434,300 (1,434,300) -
Fht 014F2R10RE
201857A10R
8,199,500 (1,030,000 7,169,500 (7,169,500) =
33,463,500 (1,030000) 32433500  (32,433500) -
Exercisable at the end of the reporting period 32,433,500 =
RS RRA TR
Note: During the year ended 31 December 2018, |7 eligible participants, who fist: BZ2018F12A3IALLEE 17

have been granted share options have ceased to become eligible participants

upon termination of employment and the said share options which have

automatically lapsed. During the year ended 31 December 2019, the remaining

share options which have not been exercised during the exercise period have

been expired and the said share options have also automatically lapsed. The

lapsed/expired share options amounting to HK$14,554,000 are transferred

from share options reserve to retained profits.
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36.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SHARE OPTION SCHEMES (continued)

(i)

The Pre-IPO Share Option Scheme (continued)

e P BHmRME

For the year ended 31 December 2019

HE019F 1 A3IBILEE

% FRIRETE (&)

0

Details of the share options granted under the Pre-IPO Share Option Scheme

BRARBENBRESS ()
REBEERAFREEAERE S

are as follows: REMBERESBET:

Number of Fair value

share options Exercise per share

Date of grant granted Exercise period price option

BHBRE

RHEBH REBREHRE T/EH THEE ZAVE

HK$ HK$

BT BT

Tranche | 10.02.2014 6,980,600 10.07.2014 — 10.07.2019 0.74 041
4t 201452/ 108 2014578 10A =
201947 H 10H

Tranche 2 10.02.2014 6,980,600 10.07.2015 - 10.07.2019 0.74 043
EHt 2014521108 201578 10H =
201957108

Tranche 3 10.02.2014 6,980,600 10.07.2016 — 10.07.2019 0.74 0.45
=4t 201452/ 108 2016F7H10H=
20194F7H 10H

Tranche 4 10.02.2014 6,980,600 10.07.2017 — 10.07.2019 0.74 0.47
St 2014521108 201778108 =
20197108

Tranche 5 10.02.2014 6,980,600 10.07.2018 — 10.07.2019 0.74 0.48
ERH 201452/ 108 2018F7H10HE

20197 H 10R

The fair value of the share options at the grant date, calculated using the

Binomial Model was approximately HK$15,662,000. The Group recognised a
total expense of HK$195,000 for the year ended 31 December 2018 (2019:

Nil) in relation to the Pre-IPO Share Options granted by the Company.

For share options outstanding at 31 December 2018, the weighted average

remaining contractual lives are 0.52 years.

B

ERENE L BEER —EE
M E 2 RFEB#15662,000
BIL B E218F1N2A3BIEF
B AEERADRBREAE LR
ARAZENBRERRERHX
195,000/ 7 (2019F : &) o

HR2018F 12831 B ARITER
BRERNS  MEFHRBKED
FHB052F -

EEAERAA 2019FFRHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

36.

SHARE OPTION SCHEMES (continued)

(ii)

The Post-IPO Share Option Scheme

On 4 March 2014, a share option scheme was adopted by the shareholders of
the Company (the "Post-IPO Share Option Scheme”).

The purpose of the Post-IPO Share Option Scheme is to provide incentive or
reward to the eligible participants with an opportunity to acquire the equity
interests in the Company, for their contributions to, and continuing efforts to
promote the interest of the Group or for such other purposes as the board of
directors of the Company may approve from time to time, linking their interests
with the interests of the Group and thereby attracting and encouraging those

parties to work better for the interests of the Group.

The eligible participants include any full-time or part-time employees, executives
or officers (including executive, non-executive and independent non-executive
directors) of the Company or any of its subsidiaries and any suppliers,
customers, consultants, agents and advisers who, in the opinion of the directors
of the Company, will contribute or have contributed to the Company and/or any

of its subsidiaries.

The subscription price of a share of the Company in respect of any particular
share option granted under the Post-IPO Share Option Scheme shall be such
price as the directors of the Company in its absolute discretion shall determine,
save that such price shall at least be the higher of (i) the closing price of the
shares of the Company as stated in the Stock Exchange’s daily quotations sheet
on the date of grant, which must be a day on which the Stock Exchange is open
for the business of dealing in securities; (i) the average of the closing prices of
the shares of the Company as stated in the Stock Exchange's daily quotations
sheet for the five business days immediately preceding the date of grant; and (iii)

the nominal value of the Company's share.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

36. SHARE OPTION SCHEMES (continued)

(i

The Post-IPO Share Option Scheme (continued)

The maximum number of shares in respect of which share options may be
granted under the Post-IPO Share Option Scheme and under any other share
option schemes of the Group must not in aggregate exceed 0% of the total
number of shares of the Company in issue at the Listing Date (without taking
into account any shares that may be issued upon the full exercise of the options
granted pursuant to the Pre-IPO Share Option Scheme), being 165,000,000
Shares (“Option Limit"). Options which have lapsed in accordance with the
terms of the Post-IPO Share Option Scheme (or any other share option
schemes of the Company) will not be counted for the purpose of calculating
the Option Limit. Subject to the approval of the shareholders of the Company,
the Company may refresh the Option Limit at any time provided that (i) the
Option Limit as refreshed does not exceed 0% of the shares of the Company
in issue as at the date of the approval by the shareholders of the Company;
and (i) the options previously granted (including those outstanding, cancelled,
lapsed in accordance with the provisions of the Post-IPO Share Option Scheme
or exercised options) will not be counted for the purpose of calculating the
Option Limit as refreshed. The Company may also, with the approval of the
shareholders of the Company, grant share options in respect of shares of the
Company in excess of the Option Limit (as refreshed from time to time) to
eligible participants specifically identified by the Company before such approval
is sought.

Notwithstanding the foregoing, the shares which may be issued upon exercise
of all outstanding share options granted and vet to be exercised under the Post-
IPO Share Option Scheme and any other share option schemes of the Group at
any time shall not exceed 30% of the issued shares of the Company from time
to time. No share options shall be granted under any schemes of the Company

(including the Post-IPO Share Option Scheme) if this will result in the 30% limit

being exceeded.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

% FRIRETE (&)

@)

BHREBERAAF

BRLRBERBRETS ()

BEERRAAEEREBRESE
RASEBEME M ERETEI7]
B A BT R BR D
gELR ARTBHEBLETA
HIAR DA B BTG BE®10%
(B1165,000,0008% B 17 + 5t
RAREERAREEERE
SHEIR B R RS T M
AEBITHEARG) ([BR
LR -tEERE LR
BEBEERRHAEEREBRETS
(SHARBEMEMbEREE)
RERE XM BRAEE T T 5t
BN TEESARARRELE
MEBERT RADR AR ENE
ERRE LR & OEFER
BEERASEAARRRERE
BRMAEE BARDAEEITRG
B10%: R(NFTEEMERE L
REF - CAERENBERE (R
EREE R AMABERERET
MBI EARITE BEE X
BHETENERE) BT Ta
HoARRRMAIEARRFIRRRH
% MARRARERE B
AR ENE ERBEERD
BT A8 X A1 AR 1) 8 B it R AR 4
ER(UTKEHERE)NE
FR#E

BELIATE EEMREET
FREE R AREERBRERT
B A S B I EmEREE
REERRTENZHEREM
ATREBITHIR D B8 TE5BA
KRB BT E30% °
MELBRESE B Ll
30%H LR Bl R B IR B AR A
EREE (BREERAARAEER
FERRERTE) B AR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

36.

SHARE OPTION SCHEMES (continued)

(ii)

The Post-IPO Share Option Scheme (continued)

The total number of shares issued and which fall to be issued upon exercise
of the share options granted under the Post-IPO Share Option Scheme and
any other share option schemes of the Group (including both exercised and
outstanding options) to each grantee in any |2-month period up to the date of
offer to grant shall not exceed 1% of the shares of the Company in issue as at
the date of offer to grant. Any further grant of share options in excess of this 1%

limit shall be subject to shareholders' approval in a general meeting.

In addition, any grant of share options to a director; chief executive or substantial
shareholder of the Company or any of their respective associates is required
to be approved by the independent non-executive directors (excluding any
independent non-executive director who is proposed to be an option holder).
If the Company proposes to grant share options to a substantial shareholder
or any independent non-executive director of the Company or their respective
associates which will resuft in the number of shares of the Company issued
and to be issued upon exercise of share options granted and to be granted
(including options exercised, cancelled and outstanding) to such person in
the 12-month period up to and including the date of offer of such grant
representing in aggregate over 0.1% of the shares of the Company in issue; and
having an aggregate value in excess of HK$5 million, based on the closing price
of the Company's shares at the date of offer of each grant, such further grant of
share options will be subject to, in addition to the approval of the independent
non-executive directors, the approval of shareholders of the Company in

general meeting.
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36.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

SHARE OPTION SCHEMES (continued) 36 BREERTE (&)

(i) The Post-IPO Share Option Scheme (continued) ) BERDHBREZBRETE (B
The below table discloses movement of the Company's share options held by THREBKBLAEEESZ GRE
the Group's directors, senior management and employees: BERESRANARLDAIBERE

Granted at
26.1.2017 and
outstanding Lapse  Outstanding Lapse  Outstanding
at during at during at
Options Vesting period 1.1.2018 the year 31.12.2018 the year 31.12.2019
20175
1A26H
KA R
720185 2018%F 20195
IAIA 12A31H 128318
R BES MATE REREX® HRTE REAKR  HATR
(Note) (Note)
(P &E) (PHEE)
Directors
EE
Tranche | 26012017 -2601.2018 3,750,000 - 3,750,000 - 3,750,000
F—#t 20174 1 A268 —2018%F | A26H
Tranche 2 26012017 -26.01.2019 3,750,000 - 3,750,000 - 3,750,000
it 201741 A26H —20195F 1 A268
7,500,000 - 7,500,000 - 7,500,000
Senior management
BREEE
Tranche | 26012017 -26.01.2018 950,000 = 950,000 = 950,000
F—Ht 20175 1 A26B —2018%F 1 A26H
Tranche 2 26012017 -26.01.2019 950,000 - 950,000 - 950,000
F_Ht 20179 1 B26H —20195F1 A268
1,900,000 - 1,900,000 - 1,900,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

36. SHARE OPTION SCHEMES (continued) 36 BEREERTE (&)
(i) The Post-IPO Share Option Scheme (continued) @M ERDHBRERBRETE (8
Granted at
26.1.2017 and
outstanding Lapse  Outstanding Lapse  Outstanding
at during at during at
Options Vesting period 1.1.2018 the year 31.12.2018 the year 31.12.2019
20175
1A26H
Rk
20185 20185 R20195
IAIA 12A31H 128318
AR BEH MATHE RERAXK  HRITE REAXKR  EHRTE
(Note) (Note)
ik3) (Bif5E)
Employee
EE
Tranche | 26012017 26012018 10,700,000 (2,050,000) 8,650,000 (800,000) 7,850,000
F—#t 20174 1 A268 —2018%F | A26H
Tranche 2 26012017 -2601.2019 10,700,000 (2,050,000) 8,650,000 (800,000) 7,850,000
g 19 201791 A26H 201951 A268
21,400,000 (4,100,000) 17,300,000 (1,600,000) 15,700,000
30,800,000 (4,100,000) 26,700,000 (1,600,000) 25,100,000
Exercisable at the end of the reporting period 13,350,000 25,100,000
RS AN F176
Note: 3 (2018: 7) eligible participants, who have been granted share options have i3 : 348 (2018F - 78 B R B MR E

ceased to become eligible participants upon termination of employment and

the said share options have automatically lapsed. The lapsed share options

amounting to HK$325,000 are transferred from share options reserve to

retained profits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

36. SHARE OPTION SCHEMES (continued) 36 BREERTE (&)

(i) The Post-IPO Share Option Scheme (continued) @M ERDHBRERBRETE (8

REERRAREERBERETS

Details of the share options granted under the Post-IPO Share Option Scheme

are as follows: REMBERESBET:

Number of Fair value

share options Exercise  per share

Date of grant granted Exercise period price option

B4

] R

BB BREHBE THEH THEE ZATVE

HK$ HK$

BT BT

Tranche | — Directors 26012017 3,750,000 27.01.2018 —26.01.2022 0.69 0.2022
F-#-5F 201741 H26H 201851 H27H —
20224F | H26H

Tranche | — Senior management 26012017 950,000 27.01.2018 —26.01.2022 0.69 0.2041
F-H-SRERE 20174 1 A26H 20185 | H27H —
2022 | H26H

Tranche | — Employee 26012017 10,700,000 27.01.2018 —26.01.2022 0.69 0.2041
F-#—-1ES 201741 H26H 201851 H27H —
20224F | H26H

Tranche 2 — Directors 26012017 3,750,000 27.01.2019 —26.01.2022 0.69 0.2002
F_H-B=F 201741 A26H 201951 278 —
20224 | H26H

Tranche 2 — Senior management 26.01.2017 950,000 27.01.2019 —26.01.2022 0.69 0.2027
EH-SRERE 201751 H26H 201951 A278 —
2022 | H26H

Tranche 2 — Employee 26012017 10,700,000 27.01.2019 —26.01.2022 0.69 0.2027
EF-_#H-ES 201741 A26H 201951 A278 —
20224 | H26H

R RE R B RITER B
ms MELHRGENFRE
2,074 (20184 : 3.074 ) o

For share options outstanding at the end of the reporting period, the weighted

average remaining contractual lives is 2.07 years (2018: 3.07 years).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

36.

37.

SHARE OPTION SCHEMES (continued)

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

The fair value of the share options at the grant date, calculated using the
Binomial Model was approximately HK$6,249,000. The Group recognised a total
expense of HK$ 111,000 (2018: HK$945,000) for the year ended 31 December
2019 in relation to the Post-IPO Share Options granted by the Company.

CAPITAL RISK MANAGEMENT

The management of the Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the return to shareholders
through the optimisation of the debt and equity balance. The Group's overall strategy

remains unchanged from prior year

The capital structure of the Group consists of unsecured bank borrowings disclosed
in note 34, net of cash and cash equivalents and equity attributable to owners of the

Company, comprising issued share capital, reserves and retained profits.

The directors of the Company review the capital structure on a regular basis. As part
of this review, the directors of the Company consider the cost of capital and the risks
associated with each class of capital. Based on recommendations of the directors, the
Group will balance its overall capital structure through the payment of dividends and

new share issues as well as the issue of new debt or the redemption of existing debt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

38. FINANCIAL INSTRUMENTS

@)

(b)

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

38 SETHE

Categories of financial instruments @ SRIANSE
2019 2018
20194 20184
HK$’000 HK$'000
FHET FHET
Financial assets SREE
Amortised cost BESHROR 906,822 1,075,693
Trade receivables at FVTOCI FERHEMEEWNREAFE
5| 8& 2 B 5 I WA 44,696 87,769
Financial liabilities cREE
Amortised cost B AR 1,108,504 1,412,474
Financial risk management objectives and policies b HEREREENEERBER

The Group's major financial instruments include trade and other receivables,

bills receivables, trade receivables at FVTOCI, pledged bank deposits, fixed

bank deposits, bank balances and cash, trade and other payables, bills payables

and unsecured bank borrowings. Details of these financial instruments are

disclosed in respective notes. The risks associated with certain of these financial

instruments and the policies on how to mitigate these risks are set out below.

The management manages and monitors these exposures to ensure appropriate

measures are implemented on a timely and effective manner:

BHREBERAAF

AEENTIESRMTIAREE
7R EA KR EIRRE
EBEMLEERERATET
Rz B SRR S HERRTT
B EMRITER RITER
ERE BHREAMEMNTE
BNEEREBEMRITER Z
TERTAMNFHBRARMER
B TXHIBHREETER
T AMRER K MEDRE L E R
HBK-ERESEERERZ
LR - DAREAR B B A R R ER
B

BEERE-

20019 F E R &

271



272

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019

HE09F1NANBILEEE

38.

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies (continued)

Market risk

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation to variable-rate
bank balances and variable-rate unsecured bank borrowings (see notes 29 and
34 for details of these balances) due to the fluctuation of the prevailing market
interest rate. The Group currently does not have a policy on hedging interest
rate risk. However, the management monitors interest rate exposure and wil

consider hedging significant interest rate risk should the need arise.

The Group is also exposed to fair value interest rate risk in relation to the
consideration receivable from disposal of a subsidiary, trade receivables at
FVTOC, fixed-rate pledged bank deposits and fixed bank deposits, lease liabilities
and fixed-rate unsecured bank borrowings (see notes 25, 28, 29, 33 and 34 for

details of these balances).

Total interest income from financial assets that are measured at amortised cost

or at FVTOC! is as follows:

38

EWMIA (&)
b HHERREENEERBE (K)

5 B

FEER

AEBREBRITTISF R K E it
FEARBITEBRFEFE
BIRBRTER (ZEREBNE
BRI EORM) mREERE
ﬂTHm°$E@HmIM%E
A RREBROBEK A &
BEEeRBREMNERAR Eﬁﬁg
B BZEHREAFERR -

AEENRHE-HARBARZ
JEW KB BREM2EH KRR
NEESE B S ERFIE - B
TREBEABRITER T HIR
TER HEEBERETEMEE
BEHRBETER (ZFEHRNFR
HMt3E25 428 429 ~33 % 34) EFa
NFERNERRE-

REERATEIEBEMEE
BN HEIRZ 2 BEER

B ALBENT:
2019 2018
20194 2018%F
HK$’000 HK$'000
THERT FET
Other income E Al A
Financial assets at amortised cost BEHEKATECSREE 3,158 487
Trade receivables at FVTOCI BBEMEEREIEATE
PR 2 B 5 FE M FRIE 3,213 2,263
Total interest income B A LBES 6,371 2,750
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies (continued)

38

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

ERTA (&)

PHEREERNERRECR ()

Market risk (continued) 5 /EE ()
Interest rate risk (continued) FlEm R (&)
Interest expense on financial liabilities not measured at fair value through profit WIBERERRRATEIIRAE
or loss: ZERMBEZMERX
2019 2018
2019 20184
HK$’000 HK$'000
FHET TET
Financial liabilities at amortised cost HEIEKAGTEZERAE 36,072 40,096
Lease liabilities HERE 12,450 -
48,522 40,096
Sensitivity analysis BURE DT

The sensitivity analyses below have been determined based on the exposure
to interest rates for variable-rate unsecured bank borrowings at the end of
the reporting period. The analysis is prepared assuming that the amount of
liabilities outstanding at the end of the reporting period were outstanding for
the whole year: 50 basis point increase or decrease represent the management’s
assessment of the reasonable possible change in interest rates of unsecured

bank borrowings.

The Group's exposure to variable bank balances was not included in the below
analysis as the management considers that the exposure to these risks for bank

balances is insignificant.

If interest rates of unsecured bank borrowings had been increased/decreased by
50 basis points (2018: 50 basis points), respectively and all other variables were
held constant, the Group's post-tax loss/profit would be increased/decreased by
HK$2,574,000 (2018: HK$3,597,000).

BHREBERAAF

TXZBEEINIERAEE
RN E R 2 F BN K ELA
SRTE SR I e ) ) 2R B e 7 £
- BAEBAOMECRRN K
THRREENRESENESF
AIEARIEIR - SOEER ML IRk
IR AEEEHERMRITER
MEMGEA LB RRT(E

”ﬁﬁ*&%ﬁﬁlﬁﬁﬁ
ﬂyﬁﬁ%%%E%ZﬂM
El EHE wugfiﬂ'nuﬁ%}aﬁﬁﬁunz
ZEBLTEKX
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38.

(b)

FINANCIAL INSTRUMENTS (continued) 38 SREIA(E
Financial risk management objectives and policies (continued) b HBEREENEERBK (&)
Market risk (continued) THEEE (&)
Foreign currency risk ShE SR
Several subsidiaries of the Company have foreign currency sales and purchases, AARETHERRABNINEE
bank balances and unsecured bank borrowings which expose the Group to TTIHE LRE  RITHERREE
foreign currency risk. The Group currently does not have a foreign currency ﬁfﬁfﬂﬁﬁ)\ SAEEHBINE
hedging policy but will use foreign currency contracts to hedge against the risk B o 7N & B35 I 30 B R 3F IE S
when it is foreseen to be significant. M\[ﬁ W B AM HNEE & £
i AR RmERER -
The carrying amounts of the Group's foreign currency denominated monetary REBRREHR  AINESHE
assets and monetary liabilities at the end of the reporting period are as follows: MERESEREYEENERAE
mE:
Assets Liabilities
BE &
2019 2018 2019 2018
20195 20185 2019% 2018%F
HK$'000 HK$'000 HK$°000 HK$'000
THET TET THET TET
HK$ BT 25 29 - -
US$ XL 69,881 76,878 196,462 131,197
Sensitivity analysis BRE DT
Subsidiaries of the Company carry out most of the transactions denominated KRR RIE A RIEITHB K E
in HK$ or US$ and the Group is mainly exposed to the foreign exchange DR ELX%?E@Z%)TEEJFE B
risk arising from these currencies when they are different from the functional ZEEKANNSEEEBN
currencies of the respective group entities. Under the pegged exchange rate BEERE K& .IﬂﬁﬁiL
system, the financial impact arising from changes in exchange rates between BEHINER B o IBIRB B E X

HK$ and US$ is not expected to be significant and therefore, the corresponding

sensitivity analysis is not prepared.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

38. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies (continued)

Credit risk and impairment assessment

Credit risk refers to the risk that the Group's counterparties default on their
contractual obligations resulting in financial losses to the Group. The Group's
credit risk exposures are primarily attributable to trade and other receivables
(including consideration receivable from disposal of a subsidiary), bills
receivables, pledged bank deposits, fixed bank deposits, bank balances and cash.
The Group does not hold any collateral or other credit enhancements to cover
its credit risks associated with its financial assets, except that the credit risks
associated with consideration receivable from disposal of a subsidiary include in
the other receivables is greatly reduced because such balance is secured by 51%

equity interests of Chengdu Xingang.

The Group performed impairment assessment for financial assets under ECL
model. Information about the Group's credit risk management, maximum
credit risk exposures and the related impairment assessment, if applicable, are

summarised as below:

Trade receivables arising from contracts with customers

Trade receivables consist of a large number of customers, spread across diverse
industries and geographical areas. In order to minimise the credit risk, the
management of the Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring procedures over the
customers to ensure that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount of credit-impaired debt
on individual basis at the end of each reporting period to ensure that adequate

allowance are made for irrecoverable amounts.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

38, £EIE(H)

®)

BHREBERAAF

PR EEN B RR IR ()

EEmERBETE

FERREARENHF IR
EBRITHEANEAMGEAEEE
X 75 1B R MY LB - AN 5k B B
MEERREIEREE S REM
EWHIE (RELE—HNBA
Al EKRRE)  ERER B8
BRITER THBATFR R
THEBEBRS ASBVERA
R @SR A fb 5 B N5
GHEAREEESRMEERBN
EERRE EEHE-FHEA
Bl BB (T A E o fE YR
H)EBENEERBAKRRE
AAZEGERTIAKBHAEY
S1%RREEH A

AEERBERNEEBRELY
TREEETREN G - BEN
EEEERRER HEAEEM

2 K AR BERLE 5 (@) &
BERBENT:

EFANELZESRNIE

BHRBFBEERETERRT
FtRAZZREF REARE

WRELERR AEEEEE
EER—MABREHTERY

ﬁ%@%‘ﬁ%%%&A@%H

B AHERERBURERE &
B8 BB 5 o L0 - A SR EE B

EREEREEEREREHR

B RTU [ & 58 - ARE (R 3L AT UK
[ BAT iR B S0 B o

20019 F E R &

275



276

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38.

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies (continued)

Credit risk and impairment assessment (continued)

Trade receivables arising from contracts with customers (continued)

The management of the Group considers that the Group's credit risk in relation
to sales made at concession counters is limited as the Group only operates
concession counters in leading and reputable department stores and for
international and export sales, the customers are mainly leading retailers in the
US and the credit risk is not expected to be significant. For other customers,
the management closely monitors settlement status and regularly updates their
credit profile to ensure that the Group's credit risk is properly managed. For
customers in the PRC, the Group would accept bills as alternate settlement
means to reduce the exposure of credit risk. In this regard, the directors of the

Company consider that the Group's credit risk is significantly reduced.

The Group has concentration of credit risks as 3.0% (2018: 4.2%) and 7.2%
(2018: 20.5%) of the total trade receivables is due from the Group's largest

customer and the five largest customers, respectively.

In addition, the Group performs impairment assessment under ECL model
on not credit-impaired trade receivables based on provision matrix. Trade
receivables are grouped under a provision matrix based on shared credit risk
characteristics by reference to repayment histories for customers. Impairment
of HK$6,107,000 (2018: HK$5,923,000) is recognised during the year ended 3|
December 2019. Details of the quantitative disclosures are set out below in this

note.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

38. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies (continued)

Credit risk and impairment assessment (continued)

Other receivables and deposits (including consideration receivable from disposal

of a subsidlary)

For other receivables and deposits, including consideration receivable from
disposal of a subsidiary, the directors of the Company make periodic individual
assessment on the recoverability of other receivables and deposits based
on historical settlement records, past experience, and also quantitative and
qualitative information that is reasonable and supportive forward-looking
information. The directors of the Company believe that there are no significant
increase in credit risk of these amounts since initial recognition and the Group
provided impairment based on [2m ECL. For the consideration receivable
from disposal of a subsidiary, the credit risk of the consideration receivable is
further reduced because such balance is secured by the 51% equity interests
of Chengdu Xingang. For the years ended 31 December 2019 and 2018, the
Group assessed the ECL for other receivables and deposits were insignificant

and thus no loss allowance was recognised.

Bills receivables, pledged bank deposits, fixed bank deposits and bank balances

Credit risk on bills receivables, pledged bank deposits, fixed bank deposits and
bank balances is limited because the counterparties are reputable banks with
high credit ratings assigned by credit agencies. The Group assessed |2m ECL for
bills receivables, pledged bank deposits, fixed bank deposits and bank balances by
reference to information relating to probability of default of the respective credit
rating grades published by external credit rating agencies. Based on the average
loss rates, the 12m ECL on bills receivables, pledged bank deposits, fixed bank

deposits and bank balances is considered to be insignificant.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38. FINANCIAL INSTRUMENTS (continued)
(b)  Financial risk management objectives and policies (continued)
Credit risk and impairment assessment (continued)

Bills receivables, pledged bank deposits, fixed bank deposits and bank balances

(continued)

The Group's internal credit risk grading assessment comprises the following

38 SRIE(E

b HEERERNEERBER (R)

EERRREEFG (F)

EWZ5 EAFRTES  EH
RITEARRI TR (F)

REBZ A EERR ARG

categories: BIEA TR

Internal Trade Other

credit rating Description receivables financial assets

AR

FEFR i g5 EWRE HitEMEE

Low risk The counterparty has a low risk of default Lifetime ECL — |2-month ECL
and does not have any past-due amounts not credit-impaired

KRk “HFHARENER MY BEEMAHFIE HEHEEEE  2EAES

—YEEERE EEER

Normal risk Debtor frequently repays after due dates Lifetime ECL — |2-month ECL
but usually settle in full not credit-impaired

I 5 R BEBAKLERIHPBEERENR HIFEABEEERE  12EAEY
BIEETHEE —YEEERE EEEBE

High risk There have been significant increases in Lifetime ECL — Lifetime ECL —
credit risk since initial recognition through not credit-impaired not credit-impaired
information developed internally

= B BRAREEZER EERARBNS ZHRBEERE 2HRHACEER
FERR LA SR 2 K BE 32 hn — W EEERE —WEEERE

Loss There is evidence indicating the asset is Lifetime ECL — Lifetime ECL —
credit-impaired credit-impaired credit-impaired

&8 BRBRRNEEREERE 2HEHEEERE 2HREHMEESR

—(EERE —(EERE

Write-off There is evidence indicating that the debtor Amount is written off  Amount is written off
is in severe financial difficulty and the Group
has no realistic prospect of recovery

35 ERBRREEABABREN KR TRAR M TRA M

BARSEY SBR[ A g
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

38. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies (continued)

Credit risk and impairment assessment (continued)

Bills receivables, pledged bank deposits, fixed bank deposits and bank balances

(continued)

The tables below detail the credit risk exposures of the Group's financial assets,

which are subject to ECL assessment:

38

ERTA (&)

b HHERREENEERBE (K)

EERRREEFG (F)

EWZ5 EAFRTES  EH
RITEARRI TR (F)

TRHANASEAETHEAEE
BREAGZEREEZFEER

i
AA

Internal 12-month or
credit rating lifetime ECL Gross carrying amount ~ Gross carrying amount
1218 A=
ABEETR 2HRBEEEHE REAE FEAE
2019 2019 2018 2018
2019 2019 20185 20I8F
Note HK$000 HK$000 HK$000  HK$000
ik TExr FBrn TET TER
Financial assets at
amortised cost
RBERATEZ
tREE
Trade receivables 25 (Note) Lifetime ECL (provision matrix) 416,317 704928
EE) LGN (B&E) PHRAEEER
(BEER)
Loss Credit-impaired 21,294 437611 12732 717,660
B EERE
Other receivables and deposits 25 Low risk [2-month ECL 202,298 24,157
(including consideration
receivable from disposal of a
subsidiary)
HRUGRIE MRS B Fex REARBEERR
(BRHE—FENEB
RAIZERKE)
Bills receivables 26 Low risk [2-month ECL 55,553 91,960
EKEE YN REARBEERR
Pledged bank deposits, fixed 29 Low risk I2-month ECL 241,507 266,646
bank deposits, bank balances
BEMBIIESR - EHRT B REARBEERR
BREBRTHER
936,969 1,100,423

BHREBERAAF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38.

FINANCIAL INSTRUMENTS (continued) 38 SREIA(E
(b)  Financial risk management objectives and policies (continued) b HEREREENEERBER (8)

Credit risk and impairment assessment (continued)

Bills receivables, pledged bank deposits, fixed bank deposits and bank balances

(continued)

Note: For trade receivables, the Group has applied the simplified approach in HKFRS
9 to measure the loss allowance at lifetime ECL. Except for debtors with
credit-impaired, the Group determines the ECL on these items by using a

provision matrix, grouped by internal credit rating.

As part of the Group's credit risk management, the Group applies internal credit
rating for its customers in relation to its operation. The following table provides
information about the exposure to credit risk for trade receivables which are
assessed based on provision matrix as at 31 December 2019 within lifetime ECL
(not credit-impaired). Credit-impaired debtors with gross carrying amounts of
HK$21,294,000 as at 31 December 2019 (2018: HK$12,732,000) were assessed
individually.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

38. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies (continued)

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

38 LRIEA(H)

b HHERREENEERBE (K)

Credit risk and impairment assessment (continued) EEmERBETE (F)
Gross carrying amount FEEE
2019 2018
2019 2018%F

Average Trade Average Trade
Internal credit rating R EETR loss rate receivables loss rate receivables
THYERE BEZRWRIE THEEX ZHRURE
HK$’000 HK$’000 HK$'000 HK$'000
TR THET TET TET
Low risk 9 0.01% 227,249 0.04% 240,654
Normal risk EFER 2.05% 117,560 |.46% 399,866
High risk =R 10.05% 71,508 9.67% 64,408
416,317 704928

The estimated loss rates are estimated based on historical observed default
rates over the expected life of the debtors and are adjusted for forward-
looking information that is available without undue cost or effort. The grouping is

regularly reviewed by management to ensure relevant information about specific

debtors is updated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38. FINANCIAL INSTRUMENTS (continued)

38 LRIEA(H)

(b)  Financial risk management objectives and policies (continued) b HEEREENEERICR (E)
Credit risk and impairment assessment (continued) EEmERBETE (F)
Gross carrying amount (continued) REAEE (&)
The following table shows the movement in lifetime ECL that has been TRETERESCAERES
recognised for trade receivables under the simplified approach. ERFIBRRAL 2 HEREES
Lifetime ECL Lifetime ECL
(not credit- (credit-
impaired) impaired) Total
=HEH =HEH
FEEE FEEE
(A REERE) (FERE) L
HK$'000 HK$'000 HK$'000
THTT TETT T
As at | January 2018 2018118 - 19,209 19,209
Impairment losses recognised TR EEE 12,211 9,079 21,290
Impairment losses reversed B O EEE - (15,367) (15,367)
Exchange adjustments M H AR (30 (189) (219)
As at 31 December 2018 720185 12A31H 12,181 12,732 24913
Impairment losses recognised R EE 8 9,456 9,655 19,111
Impairment losses reversed BEREEE (12,006) (998) (13,004)
Exchange adjustments K F R (174) (95) (269)
As at 31 December 2019 720195 12A31H 9,457 21,294 30,751

Changes in the loss allowance for trade receivables of the Group are mainly due
to the recognition of impairment allowance for credit-impaired trade debtors
with a gross carrying amount of HK$9,655000 during the year ended 3|
December 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL INSTRUMENTS (continued)

Financial risk management objectives and policies (continued)

Credit risk and impairment assessment (continued)

Gross carrying amount (continued)

Changes in the loss allowance for trade receivables of the Group are mainly due
to the settlement of credit-impaired trade debtors with a gross carrying amount

of HK$ 15,367,000 during the year ended 3| December 2018.

The Group writes off a trade receivable when there is information indicating
that the debtor is in severe financial difficulty and there is no realistic prospect of
recovery, e.g. when the debtor has been placed under liquidation or has entered
into bankruptcy proceedings, or when the trade receivables are over three years
past due, whichever occurs earlier. The Group has taken legal action against the

debtors to recover the amount due.

Liquidity risk

In the management of the liquidity risk, the Group monitors and maintains
a level of cash and cash equivalents deemed adequate by management to
finance the Group's operations and mitigate the effects of fluctuations in cash
flows. Management monitors the utilisation of unsecured bank borrowings
and the Group relies on unsecured bank borrowings as a significant source of
liquidity. When the management noticed that there are any beaches of loan
covenants, the Group will renegotiate with the banks to obtain waiver or settle
these borrowings upon the request. As at 31 December 2019, the Group has
available unutilised banking facilities of approximately HK$883,518,000 (2018:
HK$1,196,562,000).

BHREBERAAF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38. FINANCIAL INSTRUMENTS (continued)

(b)  Financial risk management objectives and policies (continued)

Liquidity risk (continued)

The following tables detail the Group's remaining contractual maturity for its
financial liabilities. The tables have been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest date on which the Group
can be required to pay. Specifically, unsecured bank borrowings with a repayment
on demand clause or repayable on demand due to breach of loan covenants
are included in the earliest time band regardless of the probability of the banks
choosing to exercise their rights. The maturity dates for other non-derivative
financial liabilities are based on the agreed repayment dates. The table includes
both interest and principal cash flows. To the extent that interest flows are

floating rate, the undiscounted amount is derived from interest rate at the end

of the reporting period.
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38.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

FINANCIAL INSTRUMENTS (continued) 38 SREIA(E
(b)  Financial risk management objectives and policies (continued) b HEREREENEERBER (8)
Liquidity risk (continued) REELERE (&)
Liquidity tables nEETFK
On demand
Weighted or less 3 months Total
average than -3 to -5 Over undiscounted Carrying
interest rate | month months | year years Syears  cash flows amounts
nE  BEXY £ MEA AERRE

FHNE SR-BA @A BIF IESF SEBE REAE  REE
% HKP000  HK$000  HK$O000  HK$000  HKS000  HKFO00  HK$000
% TAT TET TExn TEx  TExR  TET TR

At 31 December 2019 R2019E12831R
Trade and other payables B REERTE - 3048 105,949 - - - B792 8790
Bils payables ENZE - 5,348 18,074 24227 - - 47,649 47,649
Lease liabilties HERRE 5.86 6,728 13,052 54,696 162936 109060 346472 285583
Unsecured bank borrowings BERRIER
— variable rate —FEF|% 387 560,583 25,329 52,490 - - 638,402 616,224
~ fixed rate —EEF= 3.00 17 3 6,663 - - 6713 6,639
904719 162,437 138,076 162936 109060 1477228 1,394,087
At 31 December 2018 R20I8E 128318
Trade and other payables B REMEMTE = 172416 280,120 - - - 452536 452536
Bills payables EREE = 15320 17,068 53,793 = = 86,181 86,181
Unsecured bank borrowings BERRITHER
— variable rate —FEFE 411 271344 29,151 286362 306975 = 893832 857,139
— fixed rate —BEEFE 575 4838 11,899 = = = 16,737 16,618
463918 338238 340,155 306975 — 1449286 1412474
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38. FINANCIAL INSTRUMENTS (continued)

38 LRIEA(H)

(b)  Financial risk management objectives and policies (continued) b HEREREENEERBER (8)

Liquidity risk (continued)

Unsecured bank borrowings with a repayment on demand clause or repayable
on demand due to breach of loan covenants are included in the “on demand or

less than | month” time band in the above maturity analysis. As at 31 December

nBELEE (&)

mEHESF EGEK
i%%&lt&%m #)
\& REEMERIPRITE

ﬂﬁﬁi%
ﬁ
Uﬂﬂ}

NS

2019, the aggregate carrying amounts of these unsecured bank borrowings FEATRERI DR —EA]

amounted to HK$519,706,000 (2018: HK$265,971,000). Taking into account
the Group's financial position, the directors do not believe that it is probable
that the banks will exercise their discretionary rights to demand immediate
repayment. The directors believe that such unsecured bank borrowings will be
repaid after the end of the reporting period in accordance with the scheduled

repayment dates set out in the loan agreements, details of which are set out in TR ETT

the table below.

B RS R ER - 2019 1283318
ZEBEABTERNERDE
1& /519,706,00058 7T (20184 :
2659710008 7) cERNAEHE
%Wﬁ#ﬁn§$wﬁﬁﬁﬁ

e T

ZERN

o<

EBEEBFE-EZHE %F
BERMRITHESFBERSEHRR
KERERGHAEBREERH
BE AREABEARTE:

Maturity Analysis —
Unsecured bank borrowings with a repayment on demand clause or
repayable on demand due to breach of loan covenants based on scheduled repayments

HHAA-REASEER B AR AREREBRN

FRERERZOMARERERENRERRTEN
Total
Less than I =3 3 months to | =5 undiscounted Carrying
| month months | year years cash outflows amounts
AERRE

PRIFE IEMER MEAEIF IBSE RLARE fREE
HK$000  HK$000  HK$000  HK$O00  HK$000  HK$000
TET THET THET THEL THEL TET

31 December 2019 2019128318 93,283 33,240 297,654 114,715 538,892 519,706
31 December 2018 2018 12A31H 112,051 88,272 58,682 9851 268,856 265,971
The amounts included above for variable interest rate unsecured bank A R R EEENIREIRE

borrowings are subject to change if changes in variable interest rates differ to

E 2 BERRITEFMRGET

those estimates of interest rates determined at the end of the reporting period. [ A E X E R IRITE A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

38. FINANCIAL INSTRUMENTS (continued)

(©

Fair value measurements of financial instruments

This note provides information about how the Group determines fair values of

various financial assets and financial liabilities.

Fair value measurements and valuation processes

Some of the Group's financial instruments are measured at fair value for financial
reporting purposes. The directors of the Company are responsible to determine

the appropriate valuation techniques and inputs for fair value measurements.

In estimating the fair value, the Group uses market-observable data to the
extent it is available. Where Level | inputs are not available, the management
of the Group would estimate the fair values based on a discounted cash flow

analysis.

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

recurring basis

Some of the Group's financial assets are measured at fair value at the end of
each reporting period. The following table gives information about how the
fair values of these financial assets are determined (in particular;, the valuation

technique and inputs used).

e P BHmRME

For the year ended 31 December 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

38. FINANCIAL INSTRUMENTS (continued) 38 SREIA(E
() Fair value measurements of financial instruments (continued) © ERMIAZRVETE R
Fair value of the Group's financial assets that are measured at fair value on a BEMBAFHEITEBZXAEEEH
recurring basis (continued) BEEZAFE(E)

Valuation technique

Financial assets Fair value as at Fair value hierarchy  and significant inputs
hET &
EREE RUTFEEZDFE DFEBR RER@AHE
2019 2018
2019% 2018%F
HK$ HK$
BT BT
Trade receivables at FVTOCI 44,696 87,769 Level 2 Discounted cash flows.
BREMEERERAFETRE ESVE ERBERE -
2B Z AR

Risk-adjusted discount rates of ranged
from 3.13% to 4.35% per annum
(2018:3.38% to 4.38% per annum)
quoted by the banks

SRIT P 0 45 L P B
BRI R G F313%E435%
(2018%F : FH338%%54.38%)

There were no transfers in different levels of the fair value hierarchy during the B ZE2019F K2018F 12A318 1E
years ended 31 December 2019 and 2018. FE ATEERZTRAERZ
R I Mo B A o
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39.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

FINANCIAL INSTRUMENTS (continued) 38 SREIA(E
(c)  Fair value measurements of financial instruments (continued) © EMIAZAVEE(H)
Fair value of the Group’s financial assets and financial liabilities that are WHEEMELFETE (AR
not measured at fair value on a recurring basis (but fair value disclosures BAVE) 2FEEEHEEREH
required) BEEBZLAFE
The directors of the Company consider that the carrying amounts of financial BERFRRERENT  ARA
assets and financial liabilities recorded at amortised cost in the consolidated EERR NEaMBRRAR
financial statements approximate their fair values based on discounted cash flow BHERKAANRZREER SR
analysis. BEZREEEAAFERS
OPERATING LEASES . ReEHEE
The Group as a lessee FEERABEA
2018
20184
HK$'000
T
Minimum lease payments paid under BEEEHEEZND
operating leases HEHAERE 102,188
Contingent rental payments FAER 238
102,426

BREEEAERAT 2009FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR

For the year ended 31 December 2019
BEW09FNANALFE

39. OPERATING LEASES (continued) 39.

The Group as a lessee (continued)

The Group had commitments for future minimum lease payments under non-

cancellable operating leases which fall due as follows:

LedE (/)

AEEAEEA ()

REBARTAIRELEHEARZER
REBHEEFE ZFZ T RBELE
HENIHERMT :

2018
20184
HK$'000
FHETT

Within one year —F R
In the second to fifth year inclusive FE_ZFELF (BREEEMF)
Over five years HiEhF

80,498
144,764
70,275

295,537

Included above are the following lease payments committed to a fellow subsidiary of

the Company:

DAL PrEl A T3 R A DA R R E A
AR E R

2018
20184
HK$'000
FHETT

Within one year —FR
In the second to fifth year inclusive E_ZELF (BREEEME)

9,116
18,232

27,348
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39.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OPERATING LEASES (continued)

The Group as lessor

39.

Property rental income earned during the year was HK$14,145,000 (2018:

HK$14,833,000) and all of the properties held for rental purpose have committed

lessees for the next few months to twelve years (2018: few months to thirteen years).

Minimum lease payments receivable on leases are as follows:

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

LedE (/)

AEEAHEA

REARBz2MER2KBAR
14,145,000/ 7T, (2018%F : 14,833,000/
T RBEERNMBFBEZMBYMER
AREAZ+=F (2018F : KKEA
E+=F)HBEABEBA-

REERKNREREFANT

2019

20195

HK$’000

5t

Within one year —F R 9,373
In the second years F-F 11,287
In the third year E=F 4,635
In the fourth year Euikes 149
In the fifth year ERHF 286
After five years AFLAE 910
26,640

The Group had contracted with lessees for the following future minimum lease

payments:

AEE TSR AR IERERERAE
BATZAR:

2018
20184
HK$'000
FHET

Within one year
In the second to fifth year inclusive

Over five years

—%FR
F_EFHF (BREEMF)
BidhF

15941
32,440
5,040

53,421
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

40.

RETIREMENT BENEFIT PLANS

The Group operates a Mandatory Provident Fund Scheme (“MPF Scheme”) for all
qualified employees in Hong Kong under the Mandatory Provident Fund Schemes
Ordinance. The assets of the MPF Scheme are held separately from those of the Group
in funds under the control of an independent trustee. Under the rule of the MPF
Scheme, the employer and its employees are each required to make contributions to
the scheme at a rate of 5% specified in the rules, but subject to a cap of HK$1,500
per month. The only obligation of the Group with respect of MPF Scheme is to make
the required contributions under the scheme. No forfeited contribution is available to

reduce the contribution payable in the future years.

The employees employed in the PRC and Vietnam are members of the state-managed
retirement benefit schemes operated by the PRC and Vietnam government, respectively.
The PRC and Vietnam subsidiaries are required to contribute a certain percentage
of their basic payroll to the retirement benefit schemes to fund the benefits. The only
obligation of the Group with respect to the retirement benefit schemes is to make
the required contributions under the schemes. No forfeited contribution is available to

reduce the contribution payable in future years.

The Group maintains multiple qualified contributory saving plans as allowed under
Section 401(k) of the Internal Revenue Code in the US. These plans are defined
contribution plans covering employees employed in the US and provide for voluntary
contributions by employees, subject to certain limits. The contributions are made by
both the employees and the employer. The employees’ contributions are primarily

based on specified dollar amounts or percentages of employee compensation.

During the year ended 31 December 2019, the total contributable charged to the
consolidated statement of profit or loss and other comprehensive income amount to
HK$30,959,000 (2018: HK$38,292,000).

Sinomax Group Limited 2019 Annual Report
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BREAFELES LN A5
RBEBGERREESEHRFEA
Bos ([REesd)) - RES:
FMEERAEBEB LA
THESEETRABE RE®RES
FERG - EEREEEADRIER
FIETERMS% AT B BHRE LR
FARIS00ET - AEEBEHRED
BN —EBARETEEL AR
o A 4R WAL 3R AT AR BA R A R
FERMOHHERK

RABREEZENERSTE LY
HRED R ERNBEREERIKEF
ATEIRAKE - P B R BB QAR
REEATENET BN LAERKE
FIFFEIER UARHMERES A&
BB BRNENE B —RE AR
Bat 8l BT B SR - I B HOR W
SRR P LA FORUR SR AR 2 FE A MY 415K o

AEBEREZBEBEATUEFE0I (K
(RETERTRA S EE ERHRFEET
- 2SS ARERNERATEZRE
BrEBEETE YRETRHT
THEEEREEF -EEREXHE
BT EEHKEZRERES R
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BEWI9FENANBIEEE AL
cREREMZEARSRSENE
X A4A %8 530,959,0005 7T (20184 :
38,292,000 7T ) °



41.

42.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

CAPITAL COMMITMENTS BRRE
2019 2018
20195 20184
HK$’000 HK$'000
FHET TAET
Capital expenditure in respect of acquisition BUEE 2 AT ERNRERS
of property, plant and equipment contracted WRBEHEOYME BE K
for but not provided in the consolidated BEHERFELZ
financial statements 6,040 | 1,485
DISPOSAL OF SUBSIDIARIES HEMBL R

@)

Disposal of Chengdu Xingang

On 15 November 2019, the Group had entered into a sale and purchase
agreement with Mr. Liu Jiaming, a director and a non-controlling shareholder of
Chengdu Xingang, to dispose of its 51% equity interest of Chengdu Xingang,
which engaged in manufacture and sale of polyurethane foam activities,
for a cash consideration of RMBI57,000,000 (equivalent to approximately
HK$176,891,000). The first and the second instalments had been received by
the Group in December 2019 and March 2020. The last two instalments, which
are interest-bearing at 3% per annum, would be due on |5 February 2021
and 15 February 2022, respectively. The consideration receivable is measured
at amortised cost, based on the present value of the estimated future cash
outflow discounted using the effective interest rate of 4.75% per annum and the
adjusted consideration receivable would be HK$171,029,000. The disposal was
completed on 12 December 2019 on which the Group lost control of Chengdu
Xingang. The net assets of Chengdu Xingang at the date of disposal were as

follows:

@ HEREEE

R2019F 11 AISB A£EP
HARABEE(KBHAEZE
ERIERBRRIGTILEE D
&S R B (1§
ERAEAAREEREEE
B)zsi1ukiE ReKBERA
R #157,000,0007T (HERH
176,891,000 7T) - A& B2 R
2019 128 K%2020%F3 A W EIE
—HREZHNR BN
ROEF R B3% 5 BIR2021F
2A 158 K202 2 A 158 B 8 -
FEW R BT ERER475%0N B
REFRPBBRNEHFRRR SR
M2 RERBEKAGE T
R REKAERI71,029,000%
TLo s EEIHR2019F 12812
A AEBRZBREKE
AR KEFTERLEE
A EEFENT:

BREEEAERAT 2009FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

42.

DISPOSAL OF SUBSIDIARIES (continued)

@)

Disposal of Chengdu Xingang (continued)

49 HEKBAR (&)

@  HEKEHE (F)

HK$'000
FHET

Consideration received and receivables: SR EWAE:
Cash received BUIR & 22,426
Deferred cash consideration LR R(E 148,603
Total consideration BR(E 171,029

HK$'000

FHIT
Analysis of assets and liabilities over REZFEZEEREEDI:
which control was lost:

Property, plant and equipment E RN B 87,713
Right-of-use assets EREEE 42,925
Goodwill EE 24,303
Investment properties wEWE 50,860
Inventories TE 24929
Trade and other receivables B 5 kEMEKRGIE 50,297
Bank balances and cash IRIT4EM MRS 7,681
Trade and other payables B 5 Kk HAtb FET kI8 (30,030)
Tax payable & IR (1.091)
Deferred tax liabilities BEEFHIBEAE (53,485)
Net assets disposed of &2 BEFE 204,102
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

42. DISPOSAL OF SUBSIDIARIES (continued)

(@) Disposal of Chengdu Xingang (continued)

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

49 HEKBAR (&)

@  HEKEHE (F)

HK$'000
TET
Gain on disposal of Chengdu Xingang: HER B 2 W
Consideration received and receivable 2R ERRE 171,029
Net assets disposed of P& BEFE (204,102)
Non-controlling interests E 86,754
Cumulative exchange differences in respect of KEWB R EHERHE AR
the net assets of the subsidiary reclassified from BEEFECRFELEZSE
equity to profit or loss on loss of control RERENIEZER
of the subsidiary (9,623)
Gain on disposal included in other gains and losses ST AH A Uz 2 B i 2 H & I 44,058
HK$'000
TAET
Net cash inflow arising on disposal of HERBFTBEEZESRANFE:
Chengdu Xingang:
Cash consideration ReRE 22,426
Bank balances and cash disposed of BB RITAEBNES (7,681)
Net cash inflow WEMAFEE 14,745
Further details of the transaction are set out in the Company's announcement BRARFINE—FFRIANK

dated 9 December 2019.

AR BEA09FN2AB ZA
ffi o

BREEEAERAT 2009FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

42.

DISPOSAL OF SUBSIDIARIES (continued)

49 HEKBAR (&)

(b)  Disposal of Sinomax (Dongguan) Sleep Technology Limited (“Sleep b HERH (RR)ERNEERATF

Technology”)

On Il December 2018, the Group had entered into a sale and purchase
agreement with an independent third party to dispose of its 90% equity interest
of Sleep Technology, which engaged in research, development and sale of health
and household products activities, at a cash consideration of RMB7,000,000
(equivalent to approximately HK$8,601,000). The disposal was completed on |1
December 2018 in which the Group lost control of Sleep Technology. The net

assets of Sleep Technology at the date of disposal were as follows:

(TRERR A )

R20I18F A1 A£BEE &
BUFE=—HIVEE RS U
EERERBE (REHERE
ERBEXEEMED) 290%K
- BREeRERAKKT000000
7t (F8E 7 498,601,000/ 7T ) °
ZMER0I8FI2AIIBREK -
AEBREERR R ZEHE-
ERANENEERHCEESFE

mE

HK$'000
FHET

Analysis of assets and liabilities over REEGHEZEEREED N

which control was lost:

Property, plant and equipment LZERN N e 23
Inventories TE 1,572
Trade and other receivables B 5 Kk H b FE Y FRIE 880
Bank balances and cash R4t MRS 2,175
Trade and other payables B 5 Kk H b FEAT /I8 (1,525)
Tax payable e TR (142)
Net assets disposed of &2 BEFE 2,983
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42.

(b)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

DISPOSAL OF SUBSIDIARIES (continued) 49 HENBAT (&)
Disposal of Sinomax (Dongguan) Sleep Technology Limited (“Sleep b HERH (RR)ERNEERATF
Technology”) (continued) ([EERRRMR ) ()
HK$'000
TATT
Gain on disposal of Sleep Technology: HEERB Rzl :
Consideration received B RE 8,601
Net assets disposed of & 2 EEFE (2,983)
Non-controlling interests FEEIR R (266)
Cumulative exchange differences in respect of BB A E 45 ) O A B BB A F
the net assets of the subsidiary reclassified from BEFEZ RFTEREZR
equity to profit or loss on loss of control BEmEMOEZER
of the subsidiary (67)
Gain on disposal included in other gains and losses T A b Uz N B 18 2 S U 5,285
HK$'000
THET
Net cash outflow arising on disposal of HEERENEELECESREFE:
Sleep Technology:
Cash consideration BeRE 8,601
Consideration receivable FEYRE (8,601)
Bank balances and cash disposed of PREEZRITAEBLE S (2,175)
Net cash outflow BRE&RHFaE (2,175)

BEEEERLT 209FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

43.

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING 4. BEATHFELRECHR
ACTIVITIES
The table below details changes in the Group's liabilities arising from financing activities, TRAMAEEREZDMELEE
including both cash and non-cash changes. Liabilities arising from financing activities are ZEE (BEREKEREEH) @
those for which cash flows were, or future cash flows will be, classified in the Group's BEMELEENEERESRES
consolidated statement of cash flows as cash flows from financing activities. ARBREMECIBEREAEELGER
ERERADERBELDRERE
HEE-
Unsecured
bank Lease Interest Dividend
borrowings liabilities payable payable Total
EER
BITER HERE EMANE ESRE Bat
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TAET TET
At | January 2018 20181 A1H 736,054 - 799 - 736,853
Financing cash flows RERER 148,598 - (40371) (29,403) 78,824
Non-cash changes HHE£EE)
Finance costs EURY I - - 40,096 - 40,096
Dividends recognised as distribution #3257k 2 f% & - - - 29,403 29,403
Foreign exchange translation INERE (10,895) - (24) - (10,919)
At 31 December 2018 2018512431 H 873,757 - 500 - 874,257
Adjustment upon application of RIERE BB HmEER
HKFRS16 FISRIEIEL 2B - 327,023 - - 327,023
As at | January 2019 (restated) R2019F 1 B1H (LEF) 873757 327,023 500 - 1201280
Financing cash flows MERER (247,047) (265516) (36,440) (19,409) (568/412)
Non-cash changes HEEE
Finance costs B 75 RN = 12,450 36,072 = 48522
Dividends declared to BIRN IR R R 2 R B
non-controlling interests = = = 46,258 46,258
New leases entered/ lease modified #T#] M 4)/ EHEREL - 212,482 - = 212,482
Foreign exchange translation HNEIE (3,847) (856) (8) - 4711
At 31 December 2019 M20195 124318 622,863 285,583 124 26,849 935419
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44,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RELATED PARTY DISCLOSURES

Other than as disclosed elsewhere in these consolidated financial statements, the

Group has the following transactions and balances with related parties:

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

BELRE

Rz e BB RAEME D AT RE
ASEEBES 2R REHIMT

Year ended 31 December

BZNABLEE

Relationship Nature of transactions/balances 2019 2018
B & X5/ REHILE 20195 20185
HK$'000 HK$'000
FHET TAETT
Fellow subsidiary Operating lease expenses = 13,195
BES )P REMEERX

Interest expenses on lease liabilities 1,466 -

HERBEZNEMX

As 31 December
BZNRAIBLLEE

2019 2018

2019 20184

HK$’000 HK$'000

FET T

Fellow subsidiary Lease liabilities 15,725 -

RESGIEAG!

HERE

In addition, certain trademarks owned by fellow subsidiaries of the Company were

used by the Group free of charge during both years.

Compensation of key management personnel

The remuneration of directors and other member of key management during the

reporting period was as follows:

i ARERMEFERAREERE
TARBRRARMBAREENAEIZT

TEEEASNHE
EERAMTEEEEKNERRED

HFBT

2019 2018

20194 20184

HK$’000 HK$'000

FHET TAET

Salaries and allowances e MoER 11,618 1,711
Performance related incentive payments FERENES 618 1,460
Retirement benefit schemes contributions RIRAR TG B3R 108 108
Share based payment expenses BmEARL 34 743
12,378 14,022

BHREBERAAF

20019 F E R &

225
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019

HE09F1NANBILEEE

45.

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY 4 FARNTEWBAEFE
Particulars of the Company's principal subsidiaries are as follows: ARAIFEWMBARGFERT
Issued and fully Proportion of share capital/
paid share capital/ registered capital/
Place of registered capital/ charter capital/quota capital
incorporation/ charter capital/ and voting power held
operations/ quota capital by the Company
establishment ERTRBRKRE EARHERE EMEER/
Name of subsidiary SR EMER/BIER/ BHER /BBEER  Principal activities
HELRER g/ RULE BREEX REFEMNLH TEXK
At 3| December
RI2A31R
2019 2018
20195 20185
Directly owned
BEEE
Treasure Range Holdings Limited Hong Kong Ordinary shares HK$27 100% 100% Investment holding
EE EBR7ET REEK
Indirectly owned
MEHRAR
Ascension International The BVI Ordinary shares US$| 100% 100% Investment holding
Development Limited EERREE ETARERT REER
BEERERERAR
Fullelite Limited The BVI Ordinary shares US$10 100% 100% Investment holding
HEAR AT RBERZHE EBRRIOXT REEKR
Year Prosper Limited The BVI Ordinary shares US$10 100% 100% Investment holding
BERRLA RBRLEE EERIOET REEK
Wonderful Health Limited The BVI Ordinary shares US$10 100% 100% Investment holding
RERLEE EERIOET REER
Trade Sincere Limited The BVI Ordinary shares US$100 85% 85% Investment holding
EHAERAA RBRLEE EEBIET REER
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45.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

(continued)

Place of
incorporation/
operations/
establishment

Issued and fully
paid share capital/
registered capital/
charter capital/

quota capital

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

45 ARREEMBEARFE (F)

Proportion of share capital/
registered capital/
charter capital/quota capital
and voting power held

by the Company

BRIRARKRE/ ARABERES EMES/

Name of subsidiary MR S‘Z/ Eﬁﬂﬁﬂs/ﬁﬁﬁﬂx/ %ﬁﬁﬂi/m%ﬁﬁﬁ Principal activities
HELRER geg/RULE REEX REFEMLH TEXK
At 31 December
RI2A31R
2019 2018
20195 20185
Sinomax International Investment The BVI Ordinary shares US$10 100% 100% Investment holding and
Limited HERUHE ETRRIOET provision of treasury
EHBERRERRAA management services
REZRRRRHEHEEE
R
Sinomax Health & Household Hong Kong Ordinary shares 100% 100% Retail and wholesale of
Products Limited B HK$1,000,000 health and household
ERBERERERARARAT I 3% 1,000,000/ 7T products
TERMBREREER
Sinomax International Trading Limited Hong Kong Ordinary shares 100% 100% Trading of health and
ERBERESERLA BE HK$10,000 household products
E3BAR 1000078 7T BEXEERER
Chengdu Xingang (Notes 2 and 3) The PRC Registered capital - 51% Manufacture and sale
REF B BEARAF H RMB120,000,000 of polyurethane foam
PERFTE (MEE2R3) AMERARE BERHEERRRAR
120,000,0007T
Dongguan Sinohome Limited* (Note |) ~ The PRC Registered capital 100% 100% Manufacture and sale of
REEAZERMARLA (M) = HK$32,000,000 health and household
RN products
32,000,000/ 7T RENHERRREER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

45. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

(continued)

Place of

incorporation/

Issued and fully
paid share capital/
registered capital/

charter capital/

45 ARREEMBEARFE (F)

Proportion of share capital/

registered capital/

charter capital/quota capital

and voting power held

operations/ quota capital by the Company
establishment ERTRBRRE EARBEERE EMEER/
Name of subsidiary MR S‘Z/ Eﬁﬂﬁﬂs/ﬁﬁﬁﬂx/ %ﬁﬁﬂi/m%ﬁﬁﬁ Principal activities
HELRER geg/RULE REEX REREN LA TEXK
At 31 December
RI2A31R
2019 2018
20195 2018

Shandong Sinomax Household The PRC Registered capital 100% 100% Processing, manufacturing

Products and Technology Limited* Hh RMB30,000,000 and sales of

(Note 1) AfERARE polyurethane foam
IWRBHFERBRAERDA (HEI) 30,000,0007C T SEREERRR

AR

Shanghai Luen Tai Polyurethane The PRC Registered capital 100% 100% Processing, manufacturing

Co,, Ltd* (Note 1) H RMB35,000,000 and sales of
EBBREHRERAR (M) AMERARE polyurethane foam

35,000,0007C NI REREERRE
R

Sinohome Household Products The PRC Registered capital 100% 100% Retail and wholesale of

(Shenzhen) Limited* (Note 1) H HK$ 1,000,000 health and household
EHFEAR ORINERRA RN products

(FEE1) 1,000,0007% 7C TERMBEREZEER
Sinomax (Zhejiang) Polyurethane The PRC Registered capital 100% 100% Manufacture and sale of

Technology Limited * (Note 1) H US$30,000,000 health and household
B L) BEEFMHERA A ZMER products

(H&ED) 30,000,000 7T RENHEREREER
Sinomax Kuka (Zhejiang) Foam The PRC Registered capital 51% 51% Manufacture and sale of

Co. Limited* (Note 2) ("Sinomax Kuka") F
HMIEwEERERARAAF
(Fs2) (TEHBRER])

US$2,100,000
HfER
2,100,000% 7T

foam

R REERR

302
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45.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

(continued)

Place of
incorporation/
operations/
establishment

Issued and fully
paid share capital/
registered capital/
charter capital/

quota capital

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

45 ARREEMBEARFE (F)

Proportion of share capital/
registered capital/
charter capital/quota capital
and voting power held

by the Company

BRIRARKRE/ ARABERES EMES/

Name of subsidiary MR S‘Z/ Eﬁﬂﬁﬂs/ﬁﬁﬁﬂx/ %ﬁﬁﬂi/m%ﬁﬁﬁ Principal activities
MED R BB B/ RUYE REEX RBRE-ENLH TEER
At 31 December
RI12A318
2019 2018
2019%F 20184
Sinomax Macao Commercial Macau Quota capital 100% 100% Wholesale of health and
Offshore Limited B MOP100,000 household products
ERBRRMIB A ERBARAA BB RRME HERFRZEEM
100,0007T
Sinomax USA, Inc. The US 100 shares of common 100% 100% Wholesale of health and
e stock of no par value household products
100K B {8 % A% HBRREXEED
Sinomax East, Inc. The US | share of common stock 100% |00% Manufacture of health and
xH with no par value household products
IR EEEE ER BUEREREREEM
Dormeo North American, LLC The US Issued and fully paid share 51.31% 51.31% Investment holding
% capital US$50481,560 REER
BETRERKRR
50,481,560 7T
Top Shop TV, LLC The US Issued and fully paid share 51.31% 51.31% Investment holding
ES capital US$42,103,890 REZR
BRETRERKRA
42,103890% 7T
Octaspring Operations US, Inc. The US 100 shares of common 51.31% 51.31% Manufacturing and sales
xH stock of US$0.0001 of health and household
par value products
|00f B IR E & BENHEREREEM

00001 & 7T & 18 %
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

45.  PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY 45 ERATRETEMBARFE (E)

(continued)

Issued and fully Proportion of share capital/
paid share capital/ registered capital/
Place of registered capital/ charter capital/quota capital
incorporation/ charter capital/ and voting power held
operations/ quota capital by the Company
establishment ERTRBRRE EARBEERE EMEER/
Name of subsidiary MR S‘Z/ Eﬁﬂﬁﬂs/ﬁﬁﬁﬂx/ %ﬁﬁﬂi/m%ﬁﬁﬁ Principal activities
HELRER geg/RULE REEX REFEMLH TEXK
At 31 December
RI2A31R
2019 2018
20195 2018
Octaspring US, Inc. The US 100 shares of common 51.31% 51.31% Retail and wholesale of
e stock of US$0.0001 health and household
par value products
|00 B ik TERMEREREER

00001 =T E B

TSTV Canada Limited Canada 1,000 shares of common 51.31% 51.31% Retail and wholesale of
nex stock of no par value health and household
I 000% & E (8 & i@k products

TERHBREREER

Sinomax (Vietnam) Polyurethane Vietnam Charter capital 100% — Manufacture and sale of
Technology Limited (Note 1) i) US$ 1,100,000 foam

Sinomax (Vietnam) Polyurethane HIFER SLERHERA
Technology Limited (Ffiz¥1) 1,100,000 7T

Sinomax (Vietnam) Household Vietnam Charter capital 100% — Manufacture and sale of
Products Limited (Note 1) i) USD1,500,000 health and household

Sinomax (Vietnam) Household FITER products
Products Limited (i3 1) 1 5000003 7T RERHERE

XEEm
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45.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

(continued)

Notes:

(1) The companies are registered in the form of wholly foreign owned enterprise.

(2)  The companies are registered in the form of sino-foreign equity joint venture.

(3)  This subsidiary was acquired in February 2016 and disposed of on I3 December

2019 and details of the disposal are disclosed in note 42.

All the principal subsidiaries operate predominantly in their respective places of
incorporation/establishment. None of the subsidiaries had issued any debt securities at

the end of or any time during the reporting periods.

* English translated name is for identification purpose only.

45.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

ARREEMBELTFE (F)

M
) BEATLNEBECERRER-
(2) EZ%@ETW\*Q‘\/E'\Q/JE%EZKEI‘%U

Q) ZMEBLFR0I6F2AKE ¥R
009FNABAKME HEFBR
B s B E -

MAETEMBAREIRRERBEM
AL/ AL 4 o AP B A R
PO R 5 B R sl H A o B R B AT AE T
BRE S
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

46. NON-CONTROLLING INTERESTS 4. BERFEREZR
Place of establishment Proportion of ownership
and principal place interests and voting rights held Profit (loss) allocated to non- Accumulated non-
Name of subsidiary of business by non-controlling interests controlling interests controlling interests
B3t B R FERBETRERE PREFERERZ
HEAREE IREEHHY EERRRRENLLA A (BR) RETFERER
2019 2018 2019 2018 2019 2018
2019F 2018% 20196 20185 2019 20185

HK$'000 HK$'000 HK$'000 HK$/000
FET TAT FET TAT

Sinomax Kuka The PRC 49% 49% 19,434 20293 35322 63027

EREER FE

Dormeo Us 48.69% 48.69% (11,893) (9212) (15,464) (4642)
xH

Chengdu Xingang The PRC NA R R 49% m (140) - 92446

TS FE

Individually immaterial subsidiary (3,806) (298) (9812) (4417)

with non-controlling interests

BRFZERERZENTEAMBERF

4,507 10,643 10,046 146,414
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46.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NON-CONTROLLING INTERESTS (continued)

Summarised financial information in respect of each of Group's subsidiaries that had
material non-controlling interests is set out below. The summarised financial information

below represents amounts before the elimination of intragroup transactions.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

BRFERER (F)

FRAEEREEAFERESNS
MEBLRRIHMEERBREIIINT
UTHHBERBREREEERARS
A& e

(a)  Sinomax Kuka @ EHEEEXR
At 31 December
RI12A318
2019 2018
20194 20184
HK$’000 HK$'000
THERT FET
Current assets mEEE 146,667 176,362
Non-current assets EMENEEE 14,124 11,404
Current liabilities mENaE (88,706) (59,139)
Net assets BEFH 72,085 128,627
Total equity attributable to NTEHEIEERER
— owners of the Company A VNGIE Z=UN 36,763 65,600
— non-controlling interests — IR = 35,322 63,027
72,085 128,627

BREEEAERAT 2009FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

46. NON-CONTROLLING INTERESTS (continued) 46.

(@)  Sinomax Kuka (continued)

BRFERER (F)

@ EHREER (&)

Year ended 3| December

BZNAIBLEE

2019 2018
20195 20184
HK$'000 HK$'000
FERT THET
Revenue WA 361,449 497,397
Expenses i3 (321,787) (455,983)
Profit for the year F N A 39,662 41414
Profit for the year attributable to AT & 75 4G F R A
— owners of the Company —ERRREAA 20,228 21,121
— non-controlling interests — IR 19,434 20,293
39,662 41,414
Other comprehensive expense for the year A T & 77 B FAH M2 E X
attributable to
— owners of the Company A VNCIE ZSUN (1,748) (5.225)
— non-controlling interests —JEERR A R (1,679) (5,020)
(3,427) (10,245)
Total comprehensive income for the year UTEFEIEFAEERREE
attributable to
— owners of the Company o WNGIE Z=PN 18,480 15,896
— non-controlling interests — AR 17,755 15,273
36,235 31,169
Dividend paid to non-controlling interests  [A] FE45 AR # 25 FT 2 1+ MO AR B 37,110 9,899
Net cash inflow from operating activities & & /EBIR & RAFHE 85,913 35,653
Net cash (outflow) inflow from REEFESHHES ORL) RAFHE
investing activities (2,204) 1,831
Net cash outflow from financing activities B & & BV IR & 7 i F 88 (105,504) (21,358)
Net cash (outflow) inflow Be ORH)RAFERE (21,795) 16,126
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

46. NON-CONTROLLING INTERESTS (continued)

(b) Dormeo

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

BRFERER (F)

®  Domeo

At 3| December

RI12A31H
2019 2018
20194 20184
HK$'000 HK$'000
FHET FAET
Current assets mMENE E 41,592 31,628
Non-current assets IEREEE 121,209 131,447
Current liabilities mEBEE (149,992) (125,773)
Non-current liabilities e’ (44,569) (46,835)
Net assets BEEFE (31,760) (9,533)
Total equity attributable to & EIG R AR
— owners of the Company A VNGIE Z=UN (16,296) (4.891)
— non-controlling interests —JEPE R (15,464) (4,642)
(31,760) (9,533)

BEEEERLT 209FFEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

46. NON-CONTROLLING INTERESTS (continued)

(b) Dormeo (continued)

BRFERER (F)

()  Dormeo (#&)

Year ended 3| December

BZNAIBLEE

2019 2018
20195 20184
HK$'000 HK$'000
FTET THET
Revenue WA 84,340 95,538
Expenses i3 (108,765) (114,457)
Loss for the year FREE (24,425) (18919)
Loss for the year attributable to UT&FEIEFAER
— owners of the Company A VNGIE Z=UN (12,532) (9,707)
— non-controlling interests —JEERRAE (11,893) (9212)
(24,425) (18919)
Other comprehensive income (expenses) WA & 77 B FRHE th 2 E Kz
for the year attributable to (%)
— owners of the Company A VNECIE ZSUN 717 (390)
— non-controlling interests — IR 681 (371)
1,398 (761)
Total comprehensive expense for the year A TN & FEIEFREEH X B
attributable to
— owners of the Company A VYNCIE 2 DN (11,815) (10,097)
— non-controlling interests — AR (11,212) (9,583)
(23,027) (19,680)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

46. NON-CONTROLLING INTERESTS (continued) 46 EXRFERER (E)

(b) Dormeo (continued) ()  Dormeo (#)

Year ended 3| December

BZNAIBLEE

2019 2018
20195 20184
HK$’000 HK$'000
FET FHET

Net cash outflow from operating activities & & /EB) IR & i 1 F 58 (12,552) (5,344)
Net cash inflow from financing activities MEZBRESRAFE 16,355 10,332
Net cash inflow WemAFHE 3,803 4,988

()  Chengdu Xingang ©  FEEE
2018
20184
HK$'000
FHET
Current assets mENE E 94,983
Non-current assets EmEEE 189,684
Current liabilities mEBIE 42,175
Non-current liabilities FEmea’E 53,827
Net assets BEFH 188,665
Total equity attributable to AT &7 L a5

— owners of the Company —AREER A 96,219
— non-controlling interests — AR 92,446
188,665
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

46. NON-CONTROLLING INTERESTS (continued)

(c)  Chengdu Xingang (continued)

BRFERER (F)

©  EREHE (&)

Period from
1.1.2019 to Year ended
12.12.2019 31.122018
20191818 BZE20185F
E2019%F 12A31H
128128 #/ IR
HK$'000 HK$'000
FExT TET
Revenue WA 132,388 197,559
Expenses X (130,812) (197,844)
Profit (loss) for the period/year By, R F) (E518) 1,576 (285)
Profit (loss) for the period/year A& A
attributable to FREN (EB1E)
— owners of the Company A VNCIE 2 DN 804 (145)
— non-controlling interests — SRR R 772 (140)
1,576 (285)
Other comprehensive expense for the A&7 ELE
period/year attributable to FAHMPEFAX
— owners of the Company B VNGIE 2 DN (3,566) (4,1'14)
— non-controlling interests —IE R A (3,426) (3,952)
(6,992) (8,066)
Total comprehensive expense for the A T&FEIEE,
period/year attributable to FREERXBE
— owners of the Company A VNECIE DN (2,762) (4259)
— non-controlling interests —JEPERR A R (2,654) (4,092)
(5,416) (8351
Dividend paid to non-controlling interests B4 JE1E IR #E == A% B 1,678 -
Net cash inflow from operating activities KEEBRERAFRE 37,900 13,839
Net cash outflow from investing activities & & /EB)IR & 7 1 F 58 9,791) (2,147)
Net cash outflow from financing activities B E E IR &7 H F 58 (20,427) (7,576)
Net cash inflow BERAFEE 7,682 4,116
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

47. EVENT AFTER THE REPORTING PERIOD

Subsequent to the reporting period, the Group has the following significant events:

An outbreak of respiratory illness caused by novel coronavirus (the
"COVID-19") has been expanded across the PRC, the US and globally. Since
then, major cities in the PRC and the US have taken emergency public health
measures and draconian measures including travel restrictions in an effort to
contain the coronavirus outbreak. All subsidiaries in the PRC and the US of
the Company have been directed by the local government to facilitate the
prevention and control measures of the novel coronavirus pneumonia epidemic
(the "Epidemic”), including extending the Chinese New Year holidays, and
adopted safety reparations for resuming operation under the guidance and

approval of the PRC and the US government.

Further, the Group, including all subsidiaries in the PRC and the US, have
implemented prevention and control measures for the Epidemic, such as keep
close track of the employees’ health situation and the development of the
Epidemic, to ensure the Group's continued capacity to operate its business. The
management of the Group will continue to assess the impacts of the COVID-19
outbreak which may include going concern of the Group, recoverability on trade
and other receivables, recoverable amounts of intangible assets, property, plant
and equipment and right-of-use assets and other potential financial impact after
the reporting period.

Regarding those bank borrowings which the Group has beached certain financial
related loan covenants as at 31 December 2019, subsequent to the reporting
period, the Group has fully repaid one of the bank borrowings amounting
to HK$19,450,000 as at 31 December 2019. Up to the date of approval for
issuance of the consolidated financial statements, the banks have granted waivers
for the remaining bank borrowings amounting to HK$377,569,000 as at 31
December 2019 and also approved amendments on certain financial related

loan covenants for the borrowings.

e P BHmRME

For the year ended 31 December 2019
BE019F2A3IBILFE

47, HREHEREE

ik

REHR AKERELET MIEKX

£I1H:

BHREBERAAF

mRFAEE KRS ([COVID-
9] BEMHRZFERERN
hE EXBAREHET -G
B e KB & A T B SRR E
SAREERERDITREE
BEEABHERASEL - K
REEFBEREBNHMENEB
NABEEIEMBFER Be
MR ERREERLE B
([&E]) i EERP
BHEENEREA vEPERK
ZEBRNESRAET £
EIRMREEHETIE

AN REE (REERBERE
BRMEKBRAR)EEHR
B EER flmERYE
THREAALEBER
REEEEHFERREBE
- AEBEEEREHSHET G
COVID-VRENTE BEAR
SERBCENEN EHRE
f FE M FRIE R AT [ M M - B A
E-UE -BERSEARER
EEEMNTRE S5 R RE
EREMETHEYE-

REZE2019F 1283 BAEEE
RE T B EEERZONRT
ERME RREHE A5E
ER2019F 1283 BRHEEE
i — I8 £ % 419,450,000 T K
RITEF - BEMETIRERE Y
Bk 2B HRITEFH2019F12
A318 2 &% 5377,569,0000 7T
MBRTRITEFELNERG Tt
ETERERNETUBERE
REZOREET
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHRRME

For the year ended 31 December 2019
BEW09FNANALFE

48.

STATEMENT OF FINANCIAL INFORMATION AND RESERVES OF

THE COMPANY

B ARFAZHBENBRRAER

2019 2018
20194 20184
HK$’000 HK$'000
FET FHET
NON-CURRENT ASSET kRBEE
Interests in subsidiaries N IENGIPA 3 779,389 779,389
CURRENT ASSETS RBEE
Other receivables E {th e G IE 528 917
Bank balances and cash RITHESBR MRS 1,126 279
1,654 1196
CURRENT LIABILITIES REBAE
Other payables Hofth 15 308 1,555 1,030
Amounts due to subsidiaries FEH I B A R IE 58,633 14,161
Unsecured bank borrowings BERIRITER - 36,000
60,188 50,191
NET CURRENT LIABILITIES RBABFEE (58,534) (49,995)
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRBAEE 720,855 729,394
CAPITAL AND RESERVES EXRFE
Share capital LN 175,000 175,000
Reserves i 545,855 554394
TOTAL EQUITY EREE 720,855 729,394
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2019
BE019F2A3IHIEFE

STATEMENT OF FINANCIAL INFORMATION AND RESERVES OF

THE COMPANY (continued)

48 ARRHMBERBRRMHE (R

Movement in the Company’s reserves RARHEES
Share
Share Capital options Retained
premium reserve reserve profits Total
B
RDEE REHE f#E REBF et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THETT THETT TETT THET
At | January 2018 201851 A 1H 404,520 ©) 19,163 156,760 580438
Loss and total comprehensive ~ FREIE R 2 H
expense for the year il < 4258 - - - (9,684) (9,684)
Dividend recognised as BRRBDIKZKE
distribution (note 14) (MIEE14) - - - (17,500) (17,500)
Recognition of share based RO R
payment expenses - - [,140 - [,140
Lapse of share options AR R - - (876) 876 -
At 3| December 2018 20185 12431 A 404,520 (5) 19,427 130,452 554,394
Loss and total comprehensive ~ FREE L2 H
expense for the year X 4258 - - - (8,650) (8,650)
Recognition of share based R A R X
payment expenses - - [11 - [
Lapse of share options R IR 2K K = = (14,879) 14,879 =
At 31 December 2019 20195 12H31H 404,520 5) 4,659 136,681 545,855

BHREBERAAF
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FIVE-YEAR FINANCIAL SUMMARY
LFUBRE

AEENBEREARRERZ 2 REUNREE
FPRBRE (ARERERERMBHRE)

A summary of the results and the assets and liabilities of the Group for the last five financial

years, as extracted from the audited consolidated financial statements is set out below:

HIWT -
RESULTS £
2019 2018 2017 2016 2015
2019%F 20184 20179 20165 20154
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT TET FHET FTHET FAET
Revenue WA 2,997,321 4263322 4,183,786 3,499,762 2,869,846
(Loss) profit before tax BREEAT (BB )& H (146,002) 27,586 58,242 110,978 244,439
Income tax expenses PG HIR X (66,000) (22,744) (7,457) (10,526) (59,763)
(Loss) profit for the year FN(EE)EH (212,002) 4,842 50,785 100,452 184,676
Attributable to: T AT
Owners of the Company ARAEAR A (216,509) (5801) 39,674 103,525 172,674
Non-controlling interest it 4,507 10,643 ARRN (3,073) 12,002
(212,002) 4,842 50,785 100,452 184,676
ASSET AND LIABILITIES BERARE
2019 2018 2017 2016 2015
20195 20184 20174 20164 2015%F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FAT FTAT FHT FHT
Total assets BELEAE 2,406,763 2903219 2,883,172 2,537,083 1,809,711
Total liabilities BEesE (1,541,755) (1,677,376) (1,573,706) (1,322987) (713,022)
Total equity G Sy 865,008 1,225,843 1,309,466 1,214,096 1,096,689
Attributable to: TH AL FE:
Owners of the Company ZA/NETE/ ZS N 854,962 1,079,429 1,155,030 1,059,290 1,058,352
Non-controlling interest it 10,046 146,414 154,436 154,806 38,337
865,008 1,225,843 1,309,466 1,214,096 1,096,689

Sinomax Group Limited

2019 Annual Report



F_H .M
U
|

e

'
=l
— =
.;.-‘f
1B
e

s T

- A - .
£ 0 b g ) |
R a1 — i

SINCMAX

Sinomax Group Limited

BraEEBRAH




	COVER
	CONTENTS
	CORPORATE INFORMATION
	FINANCIAL HIGHLIGHTS
	CHAIRMAN’S STATEMENT
	MANAGEMENT DISCUSSION AND ANALYSIS
	DIRECTORS AND SENIOR MANAGEMENT
	DIRECTORS’ REPORT
	CORPORATE GOVERNANCE REPORT
	ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
	FIVE-YEAR FINANCIAL SUMMARY
	BACK COVER



