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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.

CHTC FONG’S INTERNATIONAL COMPANY LIMITED
中 國 恒 天 立 信 國 際 有 限 公 司

(Incorporated in Bermuda with limited liability)
(Stock Code: 641)

ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2020

The board of directors (the “Board”) of CHTC Fong’s International Company Limited (the 
“Company”) announces the unaudited consolidated interim results of the Company and its 
subsidiaries (collectively the “Group”) for the six months ended 30 June 2020 together with 
the comparative figures as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS 
AND OTHER COMPREHENSIVE INCOME
For the six months ended 30 June 2020

For the six months 
ended 30 June
2020 2019

(unaudited) (unaudited)
Note HK$’000 HK$’000

Revenue 4 1,045,431 1,288,790
Cost of sales (755,619) (908,052)

Gross profit 289,812 380,738
Interest income 570 3,078
Other income 11,309 11,012
Other gains (losses) 6 39,846 (3,696)
Selling and distribution costs (81,115) (105,880)
Administrative and other expenses (285,586) (315,903)
Finance costs 5 (27,422) (24,911)
Share of results of an associate (253) (255)

Loss before tax 6 (52,839) (55,817)
Income tax expense 7 (11,909) (22,413)

Loss for the period (64,748) (78,230)
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Other comprehensive (expense) income,  
net of tax

Items that may be reclassified subsequently  
to profit or loss:

Exchange difference arising on translation (29,123) 2,795
Share of translation reserve of an associate (489) (271)

Other comprehensive (expense) income  
for the period (29,612) 2,524

Total comprehensive expense for the period (94,360) (75,706)

Loss for the period attributable to:
Owners of the Company (63,330) (75,746)
Non-controlling interests (1,418) (2,484)

(64,748) (78,230)

Total comprehensive expense for  
the period attributable to:
Owners of the Company (92,942) (73,222)
Non-controlling interests (1,418) (2,484)

(94,360) (75,706)

HK cents HK cents
Loss per share

Basic and diluted 8 (5.76) (6.88)

For the six months 
ended 30 June
2020 2019

(unaudited) (unaudited)
Note HK$’000 HK$’000
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 30 June 2020

At 
30 June 

2020

At 
31 December 

2019
(unaudited) (audited)

Note HK$’000 HK$’000

Non-current assets
Property, plant and equipment 1,749,670 1,720,671
Right-of-use assets 39,149 45,408
Prepaid lease payments 202,490 208,342
Goodwill 533,515 533,515
Intangible assets 216,347 219,871
Financial assets at fair value through  

other comprehensive income 167,710 170,707
Investment in an associate 26,985 27,726
Deposits for acquisition of property,  

plant and equipment 65,921 49,080
Deposits for acquisition of leasehold land 51,302 53,589
Deferred tax assets 38,956 39,779

3,092,045 3,068,688

Current assets
Inventories 678,445 765,848
Trade and other receivables 9 455,868 500,223
Tax recoverable 6,509 15,445
Cash and bank balances 310,658 331,820

1,451,480 1,613,336
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Current liabilities
Bank overdraft, unsecured – 3,592
Trade and other payables 10 645,115 641,807
Contract liabilities 199,470 181,395
Warranty provision 13,354 16,358
Lease liabilities 12,296 12,130
Tax liabilities 5,989 17,233
Bank borrowings 1,895,416 1,919,858

2,771,640 2,792,373

Net current liabilities (1,320,160) (1,179,037)

Total assets less current liabilities 1,771,885 1,889,651

Non-current liabilities
Deferred revenue 82,301 78,839
Deferred tax liabilities 90,852 89,541
Lease liabilities 27,696 33,871

200,849 202,251

Net assets 1,571,036 1,687,400

Capital and reserves
Total equity attributable to owners  

of the Company
Share capital 11 55,011 55,011
Share premium and reserves 1,522,743 1,637,689

1,577,754 1,692,700
Non-controlling interests (6,718) (5,300)

Total equity 1,571,036 1,687,400

At 
30 June 

2020

At 
31 December 

2019
(unaudited) (audited)

Note HK$’000 HK$’000
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. GENERAL

The Company is incorporated in Bermuda as an exempted company with limited liability and its securities 

are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Directors of the Company (the “Directors”) consider that the Company’s parent company is China 

Hi-Tech Holding Company Limited, a company incorporated in Hong Kong, and its ultimate holding 

company is China Hi-Tech Group Corporation（中國恒天集團有限公司）(“CHTC”), a company 

established in the People’s Republic of China (the “PRC”). CHTC is a state-owned enterprise under 

the direct supervision and administration of, and is beneficially owned by, the State-Owned Assets 

Supervision and Administration Commission of the State Council of the PRC (“SASAC”).

As disclosed in the announcement of the Company dated 3 July 2017, on 29 June 2017, it came to the 

attention of the Board that on 24 June 2017, SASAC granted the approval of the proposed reorganisation 

(the “Proposed Reorganisation”) in relation to the transfer of the entire equity interest of CHTC 

from SASAC to China National Machinery Industry Corporation（中國機械工業集團有限公司）
(“SINOMACH”), a state-owned enterprise under the direct supervision and administration of, and is 

beneficially owned by SASAC.

Therefore, upon completion of the Proposed Reorganisation, CHTC will be directly owned by 

SINOMACH and the Company will become a listed subsidiary of SINOMACH. It remains unchanged 

that CHTC is an intermediate controlling shareholder of the Company and SASAC is the ultimate 

controlling shareholder of the Company. It was noted that the Proposed Reorganisation has been approved 

by the Ministry of Commerce, the registration procedure of the equity transfer is currently in progress. 

The Company will closely monitor the development of the Proposed Reorganisation and make further 

disclosure in due course.

The condensed consolidated financial statements are presented in Hong Kong dollars (“HK$”), which is 

also the functional currency of the Company.

The Company acts as an investment holding company. Its subsidiaries are principally engaged in the 

manufacture and sale of dyeing and finishing machines, trading of stainless steel supplies, manufacture 

and sale of stainless steel casting products and provision of environmental protection services.
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2. BASIS OF PREPARATION

The unaudited condensed consolidated financial statements for the six months ended 30 June 2020 have 

been prepared in accordance with the applicable disclosure requirements of Appendix 16 to the Rules 

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) 

and the Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong 

Kong Institute of Certified Public Accountants (“HKICPA”).

The unaudited condensed consolidated financial statements do not include all the information and 

disclosures required in the annual financial statements, and should be read in conjunction with the annual 

financial statements for the year ended 31 December 2019, which have been prepared in accordance with 

Hong Kong Financial Reporting Standards (“HKFRSs”).

3. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS

In the current period, the Group has adopted all the new and revised HKFRSs issued by the HKICPA that 

are relevant to its operations and effective for its accounting period beginning on 1 January 2020. HKFRSs 

comprise HKFRS, HKAS and Interpretations. The adoption of these new and revised HKFRSs did not 

result in significant changes to the Group’s accounting policies, presentation of the Group’s financial 

statements and amounts reported for the current period and prior years.

The Group has not applied the new and revised HKFRSs that have been issued but are not yet effective. 

The Group has already commenced an assessment of the impact of these new and revised HKFRSs but is 

not yet in a position to state whether these new and revised HKFRSs would have a material impact on its 

results of operations and financial position.

4. REVENUE AND SEGMENT INFORMATION

Information reported to the Executive Directors of the Company, being the chief operating decision maker 

(“CODM”), for the purposes of resource allocation and assessment of segment performance focuses on 

the performance of each group company. Specifically, the Group’s reportable segments under HKFRS 8 

are aggregation of operating segments based on types of goods delivered or services provided, as follows:

1. Manufacture and sale of dyeing and finishing machines

2. Trading of stainless steel supplies

3. Manufacture and sale of stainless steel casting products

4. Provision of environmental protection services
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Segment revenues and results

The following is an analysis of the Group’s revenue and results by reportable segment:

For the six months ended 30 June 2020 (unaudited)

Manufacture

and sale of

dyeing and

finishing

machines

Trading of

stainless

steel

supplies

Manufacture

and sale of

stainless

steel casting

products

Provision of 

environmental 

protection 

services Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue

External sales 789,983 81,476 173,972 – 1,045,431

Inter-segment sales 121 22,611 3,647 – 26,379

Segment revenue 790,104 104,087 177,619 – 1,071,810

    

Elimination (26,379)

Group revenue 1,045,431

 

Results

Segment (loss) profit (36,524) (5,322) 17,581 (1,469) (25,734)

    

Interest income 570

Finance costs (27,422)

Share of results of an associate (253)

Loss before tax (52,839)
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For the six months ended 30 June 2019 (unaudited)

Manufacture

and sale of

dyeing and

finishing

machines

Trading of

stainless

steel supplies

Manufacture

and sale of

stainless

steel casting

products

Provision of 

environmental 

protection 

services Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue

External sales 922,843 112,546 253,371 30 1,288,790

Inter-segment sales 191 86,782 10,731 – 97,704

Segment revenue 923,034 199,328 264,102 30 1,386,494

Elimination (97,704)

Group revenue 1,288,790

Results

Segment (loss) profit (70,922) 4,640 37,470 (4,917) (33,729)

Interest income 3,078

Finance costs (24,911)

Share of results of an associate (255)

Loss before tax (55,817)

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

Segment results represent the results of each segment excluding interest income, finance costs and share of 

results of an associate. This is the measure reported to the CODM for the purposes of resource allocation 

and performance assessment.

Inter-segment sales are charged at terms agreed between relevant parties.
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Geographical information

The Group’s operations are located mainly in Hong Kong, the PRC and Germany.

The Group’s revenue from external customers by location of customers is detailed below:

For the six months ended 30 June

2020 2019

(unaudited) (unaudited)

HK$’000 HK$’000

The PRC 541,718 672,731

Hong Kong 64,077 82,301

Asia Pacific (other than the PRC and Hong Kong) 219,233 279,376

Europe 134,974 132,581

North and South America 72,888 112,112

Others 12,541 9,689

1,045,431 1,288,790

5. FINANCE COSTS

For the six months ended 30 June

2020 2019

(unaudited) (unaudited)

HK$’000 HK$’000

Interest on borrowings 38,354 33,335

Less:  Interest capitalised (13,864) (11,860)

24,490 21,475

Interest on lease liabilities 664 203

Bank charges 2,268 3,233

27,422 24,911
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6. LOSS BEFORE TAX

For the six months  ended 30 June
2020 2019

(unaudited) (unaudited)
HK$’000 HK$’000

Loss before tax has been arrived at after charging:
Other (gains)/losses:

Loss on disposal of property, plant and equipment 978 190
Foreign exchange loss, net 7,613 3,506
Compensation in excess of costs incurred related to  

urban renewal project (48,437) –

Total other (gains)/losses (39,846) 3,696

Depreciation and amortisation:
Amortisation of intangible assets 1,334 3,570
Depreciation
– owned assets 28,224 24,034
– right-of-use assets 14,377 11,116

Total depreciation and amortisation 43,935 38,720

7. INCOME TAX EXPENSE

For the six months ended 30 June
2020 2019

(unaudited) (unaudited)
HK$’000 HK$’000

Hong Kong Profits Tax:
Current period 4,817 6,029
Over-provision in prior years (82) –

PRC Corporate Income Tax:
Current period 4,915 16,059
Under-provision in prior years 136 1,467

Overseas income tax:
Current period 160 155
Under-provision in prior years 57 22

10,003 23,732
Deferred tax 1,906 (1,319)

Income tax expense 11,909 22,413
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8. LOSS PER SHARE

(a) Basic loss per share:

The calculation of basic loss per share attributable to owners of the Company is based on the 

following data:

For the six months ended 30 June

2020 2019

(unaudited) (unaudited)

HK$’000 HK$’000

Loss for the period attributable to  

owners of the Company for the purpose of  

basic loss per share (63,330) (75,746)

’000 ’000

Number of ordinary shares for the purpose of  

basic loss per share 1,100,217 1,100,217

(b) Diluted loss per share:

No adjustment has been made to the basic loss per share for the six months ended 30 June 2020 and 

2019 in respect of dilution as the Group had no dilutive potential ordinary shares in issue during the 

six months ended 30 June 2020 and 2019.
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9. TRADE AND OTHER RECEIVABLES

At 

30 June 

2020

At 

31 December 

2019

(unaudited) (audited)

HK$’000 HK$’000

Trade receivables 299,766 323,532

Less:  Loss allowance (4,157) (5,322)

295,609 318,210

Bills receivable 26,404 49,879

322,013 368,089

Other receivables and prepayments 133,855 132,134

Total trade and other receivables 455,868 500,223

The Group allows an average credit period of 60 days (2019: 60 days) to its trade customers.

The following is an ageing analysis of trade receivables net of loss allowance presented based on the 

invoice date at the end of the reporting period:

At 

30 June 

2020

At 

31 December 

2019

(unaudited) (audited)

HK$’000 HK$’000

0-60 days 233,267 251,243

61-90 days 29,898 14,364

Over 90 days 32,444 52,603

295,609 318,210
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10. TRADE AND OTHER PAYABLES

The following is an ageing analysis of trade payables presented based on the invoice date at the end of the 

reporting period:

At 

30 June 

2020

At 

31 December 

2019

(unaudited) (audited)

HK$’000 HK$’000

0-90 days 103,392 111,576

91-120 days 69 484

Over 120 days 32,322 31,472

135,783 143,532

The average credit period on purchase of goods is 90 days (2019: 90 days). The Group has financial risk 

management policies in place to ensure that all payables are within the credit time frame.

11. SHARE CAPITAL

At 30 June 2020

(unaudited)

At 31 December 2019 

(audited)

Number of 

shares HK$’000

Number of 

shares HK$’000

Authorised:

Ordinary shares 2,000,000,000 100,000 2,000,000,000 100,000

Issued and fully paid:

At 1 January 2019, 31 December 2019  

and 30 June 2020 1,100,216,570 55,011 1,100,216,570 55,011
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INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the six months ended 30 June 

2020 (for the six months ended 30 June 2019: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Business performance

Since the beginning of 2020, the global outbreak of the COVID-19 pandemic has had a 

significant impact on the global economy. Many countries and regions have adopted stringent 

measures to prevent the further spread of the epidemic, including suspension of work, 

suspension of business, travel and transportation restrictions, etc., which have not been 

fully resumed so far. Therefore, under such unfavorable operating environment, customer 

demand for products has decreased, and many confirmed orders and deliveries have delayed, 

which have resulted in a significant decline in the revenue of all business segments of the 

Group. For the six months ended 30 June 2020, the Group recorded consolidated revenue 

of approximately HK$1,045,000,000, representing a decrease of 19% as compared to 

approximately HK$1,289,000,000 in the corresponding period of last year. Loss attributable to 

owners of the Company was approximately HK$63,000,000 as compared to loss attributable 

to owners of the Company of approximately HK$76,000,000 in the corresponding period of 

last year. Basic loss per share for the period was 5.76 HK cents as compared to basic loss per 

share of 6.88 HK cents for the corresponding period of last year.

Manufacture and sale of dyeing and finishing machines

Under the impact of many unfavorable factors such as Sino-US trade friction and the 

COVID-19 pandemic, the global economy is facing severe challenges and customers generally 

still have a wait-and-see attitude towards investing in new equipment. As the epidemic 

continues to spread, many countries around the world have adopted emergency public health 

measures and various epidemic prevention actions, including industrial and commercial 

suspensions, restrictions over inbound and outbound travelling, and compulsory quarantine 

measures. Factors such as logistics, material supplies and price fluctuations have caused 

severe impacts on the supply chain, the relocation of personnel and equipment cannot be 

carried out normally, and the progress of new projects has been delayed, resulting in a decline 

in demand in respect of the Group’s dyeing and finishing machines business or delays in 

delivery. As a result, the production, sales and financial performance of this business segment 

were affected, and both its revenue and gross profit decreased.
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For the six months ended 30 June 2020, this business segment recorded revenue of 

approximately HK$790,000,000, accounting for 75% of the Group’s revenue and representing 

a decrease of 14% from approximately HK$923,000,000 in the corresponding period of last 

year. In particular, combined sales from Hong Kong and the PRC markets were approximately 

HK$486,000,000, representing a decrease of 16% from approximately HK$579,000,000 in 

the corresponding period of last year; while sales from overseas markets were approximately 

HK$304,000,000, representing a decrease of 12% from approximately HK$344,000,000 in the 

corresponding period of last year. Despite the above situation, the operating loss for the period 

was approximately HK$37,000,000, while the operating loss in the corresponding period of 

last year was approximately HK$71,000,000. The decrease in the operating loss was primarily 

attributable to the recognition of income before tax of approximately HK$48,000,000 in 

the period in respect of portions of the payment received from the urban renewal project of 

the land in Shenzhen (in the form of resettlement and demolition compensation) totalling 

approximately RMB50,000,000 (equivalent to approximately HK$54,000,000), net of costs 

of approximately HK$6,000,000, as the Group has started to relocate part of its production 

facilities from Shenzhen to Zhongshan in stages since 2019.

The new production plant of the Group located at Linhai Industrial Park, Tsui Hang New 

District, Zhongshan City, Guangdong Province has started to conduct interior decoration and 

equipment installation by phases. Certain production lines have also been put into production 

and operation, and are expected to be available for the Group’s full-scale production and 

operation in 2020. Upon full operation of the Zhongshan new plant, the Group’s production 

capacity is expected to increase. The new plant will be keen on improving energy conservation 

and consumption reduction, as well as applying more automated processes in its production 

process to shorten production cycle and reduce manpower and management costs, and thus 

improving the Group’s operation efficiency.

Since the outbreak of the novel coronavirus in early 2020, the management has been following 

the development of the epidemic and has taken timely actions and measures to protect the 

employees of the Group from infection. The Group’s factories in Shenzhen and Zhongshan 

have temporarily delayed the Lunar New Year holiday and resumed to work at the end 

of February and at early March, respectively, and the Group’s operations have not been 

severely disrupted. Although the market is still full of many challenges and uncertainties, the 

management of the Group will continue forging ahead in face of difficulties. The Group will 

continue to invest resources in improving quality, accelerating the launch of new products, 

expanding new markets, strengthening after-sales services, and optimising the cost structure to 

increase product competitiveness, thereby consolidating its market leadership position in the 

industry and expanding market share.
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Trading of stainless steel supplies

Due to the global outbreak of the COVID-19 pandemic and its impact on the macro economy, 

market sentiment is weak. The implementation of measures to contain the epidemic in various 

countries has caused serious disruptions in the global raw material supply chain and logistics 

and transportation services, which have led to a decrease in the Group’s sales of stainless 

steel supplies. For the six months ended 30 June 2020, this business segment recorded revenue 

of approximately HK$81,000,000, accounting for approximately 8% of the Group’s revenue 

and representing a decrease of 28% as compared to approximately HK$113,000,000 in the 

corresponding period of last year. Operating loss for the period amounted to approximately 

HK$5,000,000, while the operating profit for the corresponding period of last year was 

approximately HK$5,000,000.

The Group has established strong relationship with some global leading steel manufacturing 

companies since commencing the business in 1988. As such, it is able to provide a diverse 

range of reliable, high-quality and diversified steel supplies to end-users, while procuring 

stainless steel raw materials for the Group’s dyeing and finishing machines business in a more 

cost-effective way.

The Group will continue to adopt a prudent approach in running this business. It will 

take appropriate actions to mitigate market risks, adjust selling prices and inventory level 

appropriately and in a timely manner based on market analysis and its judgment, in order to 

improve the inventory turnover ratio while minimising the risk on price fluctuations. At the 

same time, the Group will strengthen the credit management of sales and trade receivables in 

order to lower the risk of bad debts and improve its cash flow.

Looking into the second half of 2020, the price of stainless steel is expected to remain 

stable with slight fluctuations. The construction industry in Hong Kong is booming as more 

major infrastructure projects have commenced, which, coupled with the accelerated pace of 

urbanisation and infrastructure construction in the PRC, will provide opportunities for trading 

of stainless steel. Therefore, the Group remains optimistic on the prospect of the stainless 

steel trading business. The Group will closely monitor and actively respond to market changes 

to maintain steady growth in this business segment.
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Manufacture and sale of stainless steel casting products

The products of this business segment are primarily high-quality castings and machined 

processing parts made of stainless steel, dual-phase steel and nickel-based alloys that are 

widely used in industrial equipment in industries such as valves, pumps, chemical, oil, natural 

gas and food, with customers principally hailing from Europe, the United States and Japan.

As a result of the COVID-19 pandemic and the global response, including the suspension 

of commercial activities, customers delayed their purchase orders and deliveries. For the six 

months ended in 30 June 2020, this business segment recorded revenue of approximately 

HK$174,000,000, accounting for 17% of the Group’s revenue and representing a decrease 

of 31% as compared to approximately HK$253,000,000 for the corresponding period of last 

year. Operating profit for the period amounted to approximately HK$18,000,000, while the 

operating profit for the corresponding period of last year was approximately HK$37,000,000.

The management of the Group will maintain contact with existing customers to maintain and 

strengthen their business relationships. The Group will also implement sales strategies by 

focusing on high margin products in different businesses and related customer industries. On 

the other hand, the Group will continue its efforts to streamline manufacturing processes and 

optimise quality control so as to reduce production waste and enhance overall productivity.

The Group believes that market demand for high-quality stainless steel casting products will 

continue to grow in the mid to long term. It is anticipated that this business segment will 

maintain steady revenue growth and make sustainable contribution to the Group’s profit.
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Environmental protection services

This business segment principally engaged in operating kitchen wastes innocuous treatment 

projects and animal carcasses innocuous treatment projects in Taian City, Shandong Province, 

the PRC.

Since January 2019, the kitchen wastes treatment plant of Taian China Science Environmental 

Engineering Co., Ltd.（泰安中科環保工程有限公司）(“CSEE”), located at the northern 

foot of Hama Mountain（蛤蟆山）in Taian City, has been taken over by the Environmental 

Health Management Office of Taian City（泰安市環境衛生管理處）. The animal carcasses 

innocuous treatment facility of Taian CSCE Environmental Engineering Technology Co., Ltd.

（泰安中科潔能環境工程技術有限公司）(“Taian CSCE”) resumed limited production after 

technological upgrade in September 2018. Due to the recent outbreak of COVID-19 pandemic, 

the animal carcasses innocuous treatment facility has been closed after the Lunar New Year 

holiday. As stated in the Annual Report 2019 of the Company, in early 2020, the Group had 

a meeting with relevant governmental authorities of Taian City to communicate on matters 

concerning the concession rights and business rationalisation of Taian CSCE, seeking support 

from local government so as to resume normal operations of the business. In April 2020, Taian 

CSCE signed an Entrusted Management Agreement with a third party, wherein the third party 

is responsible for the entrusted management of the treatment facility, which is currently in 

operation. For the six months ended 30 June 2020, this business segment did not record any 

revenue, while its operating loss was approximately HK$1,500,000. The Board believes that 

the current operating position of this business segment will not have a material adverse effect 

on the overall financial position of the Group.

After a comprehensive review, the Group considers that the environmental protection business 

is not its core business and has been performing poorly since its investment in 2017, so the 

Group intends to terminate this investment in order to stop further losses and make more 

efficient use of the Group’s funds. The Company will consider disclosing updates on this 

business segment for any further development as and when appropriate.
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Prospects

The unprecedented COVID-19 pandemic swept across the world, resulting in an extremely 

severe business environment. The management of the Group was of the opinion that the threat 

of recurrent COVID-19 pandemic in short and medium term will continue to cause adverse 

impact and difficulties on the business operations of the Group in 2020. The possible impact 

by the pandemic on the orders and sales of the Group remained in high uncertainties, which 

will inevitably affect the performance of the Group in the remainder of 2020. Nevertheless, 

the management of the Group has chosen to brave the challenges and overcome various 

difficulties.

In order to cope with the unfavorable business environment brought by the continued 

pandemic, the Group has adopted initiative measures to strictly control its working capital and 

conduct cost reduction to retain working capital, including, but not limited to, application for 

government subsidies and temporary salary reduction of 10% to 20% for senior management. 

In addition, the Group has also adopted precautionary and control measures, including, but not 

limited to, implementation of flexible work from home mechanism, procurement of sanitary 

products for pandemic prevention, promotion of hygiene practices to employees and daily 

testing in the workplace, so as to mitigate the risks of viral transmission, ensure the normal 

production and operation and endeavor to facilitate the recovery of business.

By virtue of the unremitting efforts by the team of the Group, the reputation of our brands in 

the market, the solid customer foundation and the high-quality integrated one-stop services, it 

is believed that the Group will be able to withstand the difficulties brought by the COVID-19 

pandemic, and to expedite its business growth once the market demand begins to recover.
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Human resources

As at 30 June 2020, the Group had a total of 4,045 employees (31 December 2019: 

approximately 4,150 employees) across mainland China, Hong Kong, Macau, Germany, 

Switzerland, Austria, Thailand, India, Turkey and Central and South America. In the first half 

of 2020, total staff costs (including Directors’ emoluments, employees’ remuneration and 

contribution to retirement benefits schemes) amounted to approximately HK$378,000,000 

(In the first half of 2019: approximately HK$362,000,000), accounting for 36% (In the first 

half of 2019: 28%) of its revenue. The Group will continue to monitor the market situation 

and consolidate its human resource and labour structure in order to utilise manpower more 

efficiently and enhance operational productivity.

The Group has always placed great importance on human resources and considers that 

competitive remuneration is an essential factor that motivates employees at all levels to be 

dedicated to their work and to provide customers with high-quality products and services. 

The Group’s employees are remunerated according to industry benchmarks, prevailing market 

conditions, their experiences and performance. The Group’s remuneration policies and 

packages are reviewed by the Remuneration Committee of the Company on a regular basis. 

Discretionary bonus and share options may be awarded to eligible employees with reference 

to individual performance and the Group’s business performance. The Group also provides 

employees with other benefits including annual leave, medical insurance, education subsidies, 

contributions to retirement benefits schemes or mandatory provident fund scheme.

The Group recognises the importance of having high caliber employees. Therefore, the Group 

will continue to offer appropriate training programs to employees at all levels on an ongoing 

basis so as to improve staff’s quality to better cope with the future development of the Group.
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LIQUIDITY AND CAPITAL SOURCES

In view of the various challenges and uncertainties ahead, the Group will impose strict cost 

control measures and focus on its cash flow management to ensure that it maintains a healthy 

liquidity position. During the period, the Group meets its funding requirements in its ordinary 

and usual course of business by cash flows generated from operations and existing banking 

facilities.

During the six months ended 30 June 2020, the Group’s net cash inflow generated from 

operating activities was approximately HK$77,733,000. As at 30 June 2020, the Group’s 

inventory level decreased to approximately HK$678,000,000 as compared to approximately 

HK$766,000,000 as at 31 December 2019.

As at 30 June 2020, bank borrowings of the Group amounted to approximately 

HK$1,895,000,000. Most of the bank borrowings were sourced from Hong Kong, with 88% 

denominated in Hong Kong dollars, 7% in United States dollars and 5% in Renminbi. The 

Group’s bank borrowings are predominantly subject to floating interest rates.

As at 30 June 2020, the Group’s bank balances and cash amounted to approximately 

HK$311,000,000, of which 58% was denominated in Renminbi, 16% in Hong Kong dollars, 

14% in United States dollars, 11% in Euros, and the remaining 1% in other currencies.

The Group has continued to maintain prudent financial management policies during the 

period. As at 30 June 2020, the Group’s gearing ratio, defined as net bank borrowings 

(other than payables in ordinary course of business) over total equity, increased to 101% (31 

December 2019: 94%) and its current ratio was 0.52 (31 December 2019: 0.58).

The Group’s sales were principally denominated in Renminbi, United States dollars or Euros, 

while purchases were principally denominated in Renminbi, United States dollars, Euros or 

Hong Kong dollars. As such, the Group does not foresee significant exposure to exchange rate 

risks. The Board will continue to monitor the Group’s overall exposure to foreign exchange 

risks and will consider hedging significant foreign currency exposure, should the need arise.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED 
SECURITIES

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

Company’s listed securities during the six months ended 30 June 2020.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities transactions by the Directors 

on terms no less exacting than the required standard set out in the Model Code for Securities 

Transactions by Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules. All 

the Directors have confirmed, following a specific enquiry by the Company, that they have 

complied with the required standard as set out in the code of conduct regarding securities 

transactions by the Directors adopted by the Company during the six months ended 30 June 

2020.

CORPORATE GOVERNANCE

During the six months ended 30 June 2020, the Company has complied with all of the code 

provisions of the Corporate Governance Code (the “CG Code”) as set out in Appendix 14 to 

the Listing Rules.

AUDIT COMMITTEE

The Company has set up an Audit Committee with written terms of reference based upon 

the provisions of the CG Code. The primary duties of the Audit Committee are to review 

and supervise the financial reporting system and internal control procedures of the Group. 

The Audit Committee currently comprises three Independent Non-executive Directors of the 

Company, namely Mr. Ying Wei (committee chairman), Dr. Yuen Ming Fai and Mr. Li Jianxin.

The Company’s unaudited condensed consolidated financial statements for the six months 

ended 30 June 2020 have been reviewed by the Audit Committee, which is of the opinion that 

such statements complied with the applicable accounting standards, Listing Rules and legal 

requirements, and that adequate disclosures have been made.
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DISCLOSURE OF INFORMATION ON THE WEBSITES OF THE STOCK 
EXCHANGE AND THE COMPANY

This results announcement is published on the websites of the Stock Exchange 

(www.hkexnews.hk) and the Company (www.fongs.com). The Interim Report of the Company 

for the six months ended 30 June 2020 will be despatched to shareholders of the Company and 

published on the above websites in due course.

On behalf of the Board

CHTC Fong’s International Company Limited

Ye Maoxin

Chairman

Hong Kong, 28 August 2020

As at the date of this announcement, the Company’s Executive Directors are Mr. Ye Maoxin 

(Chairman), Mr. Guan Youping (Chief Executive Officer), Mr. Du Qianyi (Chief Financial 

Officer) and Mr. Wu Xudong; the Non-executive Director is Fong Kwok Leung, Kevin; and 

the Independent Non-executive Directors are Mr. Ying Wei, Dr. Yuen Ming Fai and Mr. Li 

Jianxin.


