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CORPORATE INFORMATION
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

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

six-month period ended 30 June 2020 (the “Period").

BUSINESS REVIEW

Revenue by operating segments

Revenue for the Period decreased by approximately HK$390.0 million or
approximately 26.3% to approximately HK$1,090.0 million, as compared to
approximately HK$1,479.9 million for the corresponding period last year.
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For the six-month period

ended 30 June

BZE6HA30B8 LA HE

2020 2019 Changes
20204 20194 #H)
HK$’000 HK$'000 %

FET FET
China market TS 553,645 907,765 -39.0%
North American market EMH 484,630 548,058 -11.6%
Europe and other overseas markets BUM & E Ah /g HNT 5 51,683 24,060 | 14.8%
Total HRET 1,089,958 1,479,883 -26.4%

The sales in the China and North American markets decreased by approximately
39.0% and | 1.6%, respectively, for the Period, as compared to the corresponding period
last year due to the outbreak of the COVID-19.

In Europe and other overseas markets, we recorded an increase of sales in this region
of approximately | 14.8% for the Period, as compared to the corresponding period last

year. The increase was due to our sales to customers in Vietnam.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit

With a decrease of approximately 26.3% in the Group's revenue, gross profit (the
"GP") decreased by approximately HK$168.1 million or approximately 46.1% to
approximately HK$196.8 million during the Period as compared to approximately
HK$365.0 million for the six-month period ended 30 June 2019. The GP margin
decreased by approximately 6.6% from approximately 24.7% to approximately 18.1%
as compared to the six-month period ended 30 June 2019. The decrease in the GP
margin was due to the slowdown in the Group's business activities caused by the
COVID-19 outbreak.

Costs and expenses

Selling and distribution costs for the Period decreased by approximately HK$62.0
million or approximately 31.5% to approximately HK$1352 million, as compared
to approximately HK$197.2 million for the six-month period ended 30 June 2019.
Decrease in selling and distribution costs was in line with the decrease in turnover
for the Period. The decrease was mainly due to the decrease in staff costs and
commission fees of approximately HK$17.5 million, concession and rental expenses
of approximately HK$ 1 1.1 million and transportation costs of approximately HK$! 1.1

million.

Administrative expenses for the Period decreased by approximately HK$25.7 million or
approximately 26.5% to approximately HK$7 1.4 million, as compared to approximately
HK$97.2 million for the six-month period ended 30 June 2019. The decrease was

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

Other expenses, mainly consisting of research and development expenses, decreased
by approximately HK$18.3 million or approximately 39.5% from approximately
HK$46.4 million for the six-month period ended 30 June 2019 to approximately
HK$28.1 million for the Period.

Finance costs for the Period decreased by approximately HK$5.7 million or
approximately 23.6% to approximately HK$18.4 million, as compared to approximately
HK$24.0 million for the six-month period ended 30 June 2019. The decrease was in

line with the decrease of bank borrowings and the drop in Libor/Hibor.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

Income tax expenses

Included in income tax expenses were payments of PRC withholding tax on
distributable profits from the Company's PRC subsidiaries of approximately HK$9.0
million. Profits from PRC entities decreased due to COVID-19 outbreak which led to
decrease in PRC EIT from approximately HK$10.4 million for the six-month period
ended 30 June 2019 to approximately HK$ 1.1 million for the Period.

(Loss)/profit for the Period

As a result of the decrease in the GP as mentioned above, (loss)/profit for the Period
decreased by approximately HK$45.4 million or approximately 430.5% to a loss of
approximately HK$34.9 million, as compared to a profit of approximately HK$10.6
million for the six-month period ended 30 June 2019. Due to the slowdown in
the Group's business activities, impairment losses provided for financial assets for
the Period increased by approximately HK$I 1.4 milion or approximately 484.3%
to approximately HK$9.0 million, as compared to approximately HK$2.3 million

impairment losses reversed for the six-month period ended 30 June 2019.

LIQUIDITY, FINANCIAL AND CAPITAL RESOURCES

The financial position of the Group was healthy as at 30 June 2020. As at 30 June 2020,
the Group had net current assets of approximately HK$144.5 million, as compared to

approximately HK$108.0 million as at 31 December 2019.

Bank balances and cash as at 30 June 2020 decreased by approximately HK$45.2
million or approximately 18.8% to approximately HK$195.1 million as compared
to approximately HK$240.3 million as at 31 December 2019, meanwhile the
inventory level increased by approximately HK$30.8 million or approximately 6.3% to
approximately HK$522.6 million as compared to approximately HK$491.8 million as
at 31 December 2019 in order to cope with the increasing demand of several large

customers in the coming months.
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MANAGEMENT DISCUSSION AND ANALYSIS

Borrowings and pledge of assets

As at 30 June 2020, the Group had banking facilities amounting to approximately
HK$1,290.9 million of which approximately HK$641.0 million was utilized (31
December 2019: banking facilities amounting to approximately HK$1,544.0 million
of which approximately HK$670.5 million was utilized) (which included unsecured
bank borrowings and bill payables). Some bill payables of the Group were secured
by pledged bank deposits of approximately HK$0.8 million (31 December 2019:
approximately HK$ 1.8 million).

Capital expenditure

The Group's capital expenditure for the Period amounted to approximately HK$13.7
million mainly for the purchasing of the Group’s plant and machinery (31 December

2019: approximately HK$70.2 million).

EEENWED T
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Financial ratios Bt =
As at As at
30 June 31 December
2020 2019
720205 20195
6H30H 12A31H
Current ratio RENEL RO 111.9% 108.4%
Quick ratio @ REjHL O 68.8% 70.1%
Gearing ratio @ EEBELEO 77.2% 72.0%
Debt to equity ratio © BEE R E® 52.7% 442%

Notes: Mz -

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

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

(3)  Gearing ratio is derived by dividing interest-bearing debt incurred in the ordinary
course of business by total equity.

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

EEENWED T

FOREIGN CURRENCY EXPOSURE

The Group carries on business mainly in Hong Kong, the 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 of operations, and therefore no hedging instrument has been employed.
The Group will closely monitor the trends 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 at better controlling its treasury operations
and lowering borrowing cost. Such treasury policy requires the Group to maintain an
adequate level of cash and cash equivalents, and sufficient available banking facilities
to finance the Group's daily operations and to address short term funding needs.
The Group reviews and evaluates its treasury policy from time to time to ensure its

adequacy and effectiveness.

PROSPECTS

2020 has been a challenging year. The COVID-19 outbreak has caused certain
uncertainties and the Group'’s results for the Period has deteriorated. However, we

identified the following factors:

(I Turnaround of our US factory;

(2)  Turnaround of our Group's monthly result;

(3)  Diversification of our customer base; and

(4)  Encouraging demand from customers.

Our US factory started its production in 2017. Since then, significant losses were
incurred over the years. In May 2020, our US factory started to report an operating
profit. The profit recorded in May 2020 mainly resulted from various savings including
materials and labor efficiency that were brought in place by the new US factory

management team. In June and July 2020, the reported operating profit is consistently

improving and we hope that this trend will continue.
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MANAGEMENT DISCUSSION AND ANALYSIS

With the turnaround of our US factory, our Group also recorded operating profit
starting from May 2020. Sales started to pick up in the China, North American and

other overseas markets.

Since last year, we have put more resources to develop a more diversified customer
base with on-line sales. Sales from these on-line sales customers started to increase
starting from the second quarter of 2020.We expect that the sales growth from these

customers will be significant in the future.

Following the outbreak of COVID-19 and the US-China trade war, US importers start
to revisit the supply chain. They will pay more attention to those suppliers who have
the ability to supply in the US. Having factories in China, the US and Vietnam, we are
able to supply globally to our customers with various needs. The Group is able to
arrange our production and logistics schedules with flexibility to minimize the overall
costs including production, tariff and transportation. Starting from June 2020, the

demand from our customers are encouraging.

Based on the recent monthly results and increasing demand of customers, we are
optimistic about our future performance. We have also noticed that prices of various
key materials are increasing recently. We will monitor it closely and discuss with our
customers for the possibility to transfer the increased costs to our customers as and

when necessary.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

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

other plans for material investments or capital assets.

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

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

the Company's listed securities during the Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWED T

INTERIM DIVIDEND

The Board does not recommend the payment of any interim dividend for the Period
(for the six-month period ended 30 June 2019: Nil).

EMPLOYEE AND REMUNERATION POLICY

As at 30 June 2020, the employee headcount of the Group was 2,902 (30 June 2019:
3,297) and the total staff costs, including Directors’ remuneration and share option
expenses, amounted to approximately HK$180.8 million for the Period (for the six-
month period ended 30 June 2019: approximately HK$218.3 million). The decrease in

staff costs was primarily due to the decrease in headcount.

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

share option scheme.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2020, the interests or short positions of the Directors and the chief
executive of the Company in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning in Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO™))
which (a) were required to be notified to the Company and The Stock Exchange of
Hong Kong Limited (the ““Stock Exchange™) pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which they were taken or deemed
to have under such provisions of the SFO); (b) were required, pursuant to section
352 of the SFO, to be entered in the register maintained by the Company referred to
therein; or (c) were required pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuer (the “Model Code") as set out in Appendix |0 to the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules™),

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

OTHER INFORMATION

EERBSITRAEBRKRA - HEKRAD
REERNESERKXE

202066 A308 AR B EE M&xm TR
ABRAARSKETEMBEREZE (FER
BEEEGIES7I EESH RGN ([#FER
HAE RG] ) EBEXVER) 2 %5 « R RiE
TEER R () IRIEE XA E IR F] B XVED
BTN BMEBANE RN REBEE
REGMBRATR ([BRFT]) R IOAE
(BIERBES KB GROIB B SCER &
REERENEELAR)  O)BREESFK
BB IR B B35GB E RN E R T A AR
AFE 2B MEESSOR A 3 ()RR
RErFES AR ([ EWRA)Msx1Fr
BEMBTAEZETES X INITAEST
B (TEE<PRI]) BAE AN E R FTH
RERmABINT

Interests in the Company RAERAR ZEH
Approximate
Number percentage of
Name of Director Nature of interest of shares!” shareholding®
EEHS EEEE RODBEO REMYE DL
LAM Chi Fan Founder of a discretionary trust 1,275,906,000 (L)® 7291%
MER EREEFEMAILA
Beneficial owner 1,500,000 (L)@ 0.09%
BEHEAA
CHEUNG Tung Beneficial owner 1,500,000 (L)@ 0.09%
SRR BEHEAA
CHEN Feng Beneficial owner 1,000,000 (L)@ 0.06%
PR A, BEHEAA
LAM Fei Man Beneficial owner 1,000,000 (L)@ 0.06%
MEE BEHEAA
LAM Kam Cheung Beneficial owner 1,000,000 (L)@ 0.06%
RERFE EHEAA
WONG Chi Keung Beneficial owner 300,000 (L)@ 0.02%
EER EHEAA
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OTHER INFORMATION

Approximate

Number percentage of
Name of Director Nature of interest of shares(" shareholding®
EEfE ERME REGEHEO REBQYE DL
Professor LAM Sing Kwong, Simon Beneficial owner 300,000 (L)@ 0.02%
RS HIR EREEA
ZHANG Hwo Jie Beneficial owner 300,000 (L)@ 0.02%
SR EREEA
WU Tak Lung Beneficial owner 300,000 (L)@ 0.02%
RizH EREEA
Notes: B s :
(I The letter “L" denotes long position. () TLI#EEFE-
(2)  The percentage is compiled based on the total number of 1,750,002,000 shares of Q #ZBEnHHEREN202066H30H
the Company (the “Shares”) in issue as at 30 June 2020. RAAFBETRG ([RB]) B
1,750,002,0008% 5+ & °
(3)  These Shares belong to Sinomax Enterprises Limited (“Sinomax Enterprises”). @) ZERMBEHFBRLEBRALGR([E
Sinomax Enterprises is owned as to 37.5% by Chi Fan Holding Limited, which is mEBEDE|)RA -EHBEEEHCH
owned as to 100% by The Frankie Trust. The Frankie Trust is a discretionary family Fan Holding Limited# B37.5% % 52 A
trust established by LAM Chi Fan as settlor and Vistra Trustees (BVI) Limited A Fa Frankiefs 7E 7 A 1 00%## % © Frankie
("Vistra”, previously known as Orangefield Trustees (BVI) Limited) acting as the EREIMENK I 2R IEET-
trustee. The beneficiaries of The Frankie Trust are LAM Chi Fan and his family MENRBIER T A - M Vistra Trustees
members, (BVI) Limited ([Vistra ] * BT Orangefield
Trustees (BVI) Limited ) &5 5E A © Frankie
ERENRAAR/MENLLREREKE
(4)  None of the share options granted to each of LAM Chi Fan, CHEUNG Tung, CHEN 4 BEREAQGN0I3FI2AIZEA
Feng, LAM Fei Man and LAM Kam Cheung, each being an executive Director; under IR R 720147 A 108 JE MR 2 A
the pre-IPO share option scheme of the Company conditionally adopted by the REIBERARBEAERETE (B
Company on |3 December 2013 and expired on 10 July 2014 (the “Pre-IPO Share RABBEABRESTE )X T
Option Scheme”) which remained outstanding immediately before the lapse of BEEMEN RR - B MMEEE R
the Pre-IPO Share Option Scheme on 10 July 2019 had been exercised. Each of R B ZERE2019F7 A 108 &R A6 8
LAM Chi Fan, CHEUNG Tung, CHEN Feng, LAM Fei Man and LAM Kam Cheung, E A AR AT B R 2 BTN B 1T R S
each being an executive Director; has been granted share options to subscribe for LEREETFE - RITESEMHEN
1,500,000, 1,500,000, 1,000,000, 1,000,000 and 1,000,000 Shares, respectively, under SRR BRI MEZRMBHEHER
the post-IPO share option scheme of the Company conditionally adopted by the BARRDRIA2014F3 848 B K4 R 4
Company on 4 March 2014 (the “Post-IPO Share Option Scheme"), all of which ZERAFRBEEEBRETE ([EX
are still outstanding. Each of WONG Chi Keung, Professor LAM Sing Kwong Simon, AERELRBRESED S AERT
ZHANG Hwo Jie and WU Tak Lung, each being an independent non-executive 52 8% 1,500,000 * 1,500,000 * 1,000,000 *
Director; has been granted share options to subscribe for 300,000 Shares respectively, 1,000,000 %% 1,000,0008% A% {7 2 B A 7 - &
under the Post-IPO Share Option Scheme. BTN - B FEMITEST F M
MR RER REEHERES
RAFBERBRETEDERTR
§8300,000% 10 2 B P 1 o
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Interests in associated corporation — Sinomax Enterprises

OTHER INFORMATION

RIEEEE s - EmBEhE

Approximate

Number percentage of
Name of Director Nature of interest of shares!” shareholding?
EEfE ERME RDEBEO REBABE DL
LAM Chi Fan Beneficiary of The Frankie Trust 15 (L) 37.5%
MER FrankielS FE8Y X 25 A
CHEUNG Tung Beneficiary of The Cheung's Family Trust 50 12.5%
SRR RERKEENZTEA
CHEN Feng Beneficiary of The Feng Chen's Family Trust 50 12.5%
BR A BRILK IR EFENREA
Note: MisE -

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

(2)  The above percentage is compiled based on the total number of 40 shares of

Sinomax Enterprises in issue as at 30 June 2020, and the remaining |5 shares of

Sinomax Enterprises in issue are owned by The James' Family Holding Limited,

which is owned as to 100% by The James' Family Trust. The James’ Family Trust is a
discretionary trust established by 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.

Saved as disclosed above, as at 30 June 2020, none of the Directors and the

chief executive of the Company had any interests and short positions in the

shares, underlying shares and debentures of the Company or any of its associated

corporations (within the meaning of Part XV of the SFO) as recorded in the register

of the Company required to be kept under section 352 of the SFO or as otherwise

notified to the Company and the Stock Exchange pursuant to the Model Code.

(Y TLlJFEHE -

) K EBDETHIRIEE R EZEN20205
6H30A Z B #1717 M B0 5t & -
i &R T | SHREE 7k BR (b 3 B 31T A Ty R
The James' Family Holding Limited# 75 * The
James' Family Holding LimitedFH JamesZX &
EFEHER 100% © JamesK IR S FEAHIRIK
R(RR2ER) ((ERMERTA)K
2 BEEFE MVistraB 5L A © James
RIEEFEZ X m AR RKE R HREEK

mn

\

B X EESN F202056 8308 - HfEE
ERARBZESBITHRABRARASE
EREREZE (TERELFRAEKAE
XVER) 2 B in ~ HERARR D R BEFERHEBLE
ERRARBIREE S R E GG E3521%
FEZELMAZ T kR AR  KER
BRETRISITHEARR R KRB 2E
S RAR
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OTHER INFORMATION

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2020, the person(s) (other than a Director or chief executive of the
Company) who had interests or short positions in the shares or underlying shares as
recorded in the register required to be kept by the Company under section 336 of the

SFO were as follows:

FERRZEZER XA

202056 H30H * BEAA L (MEIERAT]
BEEYUREITERAL) R, SRR %D
BB ERIR B S R E 55 5336164
NEBAFENECMOERSABNT

Approximate

Name of substantial shareholder Number percentage of

of the Company Nature of interest of shares!” shareholding®
ERNRETERRHME EB Bt IR0 BB O REBHBDIL?
Sinomax Enterprises ©) Beneficial owner 1,275,906,000 (L) 7291%
EmBELXO BEHSBEAA
Chi Fan Holding Limited Interest of a controlled corporation 1,275,906,000 (L)® 7291%
HEtEE R

The James' Family Holding Limited Interest of a controlled corporation 1,275,906,000 (L)® 7291%
HEtEE R

Vistra © Trustee of various trusts 1,275,906,000 (L) 7291%
ZEAEFRHNETEA

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

SRIK 2REEFTHAILA

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

AR B L e

Notes: B sE

(1) The letter “L" denotes long position. () TLl#EEFE-

(2)  The percentage is compiled based on the total number of 1,750,002,000 Shares in () #&BADLITIEEN20206F6H308 B %
issue as at 30 June 2020. 1R 15 481,750,002, 0000 71 & -

(3)  Sinomax Enterprises is legally owned as to 37.5%, 12.5%, 37.5% and 12.5% by B) EHHMEDPESDABCH Fan Holding
Chi Fan Holding Limited, Wing Yiu Investments Limited, The James" Family Holding Limited * Wing Yiu Investments Limited
Limited and Venture Win Holdings Limited, respectively, and beneficially owned in the The James' Family Holding Limited 52 Venture
same proportion by The Frankie Trust, The Cheung's Family Trust, The James’ Family Win Holdings Limited& /& # H37.5% *
Trust and The Feng Chen's Family Trust, respectively. 12.5% ~ 37.5% % 12.5%% # + I 5 71 i

FrankiefS 5t * IRICKIAIERT *JamesK &5
R K REFEE SR B8R L
(4)  These Shares belong to Sinomax Enterprises, which is legally owned as to 37.5% by 4 “ERNBELFBRCEME MEXR

Chi Fan Holding Limited.

16 Sinomax Group Limited
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©)

©)

)

®)

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

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

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

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

SHARE OPTION SCHEME

The Post-IPO Share Option Scheme

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

the shareholders of the Company.

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.

OTHER INFORMATION

6 FEBRMHBELBLFAE MEHFR
1% Th# The James' Family Holding Limited
BERRT 5%k ©

(6)  VistralE{EFrankieS 5T * JamesR FA 5 7% *
RERRGEEEREEKEEENXIT
A ° FrankielS 5EH) X 28 A RIE LS &
NHEZRFEKE - RRFEEFEHE @A
RERREEREKEKE ° JamesR I 15
AR mARRKEZ T REZREK
8 R K &S TR X a A RIS £
N HZREERKE °

7)) ZERBERBROERMBE-BEHRAL
% M The James’ Family Holding Limited& /&
W 37.5%E % The James' Family Holding
Limited A James R IR (E L B 7B © James
KIREFRABRKELZL ((ERIMER
FAIKIL 2 2 HEFE MVistrafE £
FEA © JamesK A5 702 X3 A B IRKE
TEREREMKE -

@) BEEEBFRELLZEBHELL
ERBE-REEFNMBEGRDN FaE
TR RIMEN LR B #E 2 H
FIEE R P EA -

B E

BRARBERBRESS

R2014F3 848 AR BIR R B EHFHEPE
WA EREBIERTE-

201761 268 ([REBH]) - RAFIM
58% & B8 2 B E % 4 $£30,800,00017 &
A& 42 - A8 2 R B HR1,750,002,0008% B 2%
1T 7 2 #91.76%  FT /5 30,800,00017 Hf A% 7
BRMAEE AR AR AT - SEX
NS R ERERT S8 T E LA I8
BT AR AT ZERERSATR]
AR 706978 TR R EE ERE — ARG -
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OTHER INFORMATION

HibE R

The following table discloses details of movements of the share options granted under TEREEREBAAREEEERETE
the Post-IPO Share Option Scheme: BRHEBERENZ TS
Outstanding
Exercise Outstanding ~ Granted Lapsed  Exercised asat
price asat during during during 30 June
Grantee Vesting period Exercisable period per Share | Jan 2020 the Period the Period the Period 2020
#2020F 12020F
SRR % IB1R REER REBBR RBEA  6A30A
ERA BRA Cagd TEE HATE R P30t T8 HRTE
HK$
BT
LAM Chi Fan (Chairman) 26 Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 069 750000 - - - 750000
HEL(EH) WI7FEIR6AZE WIBFIAWAZE
201851 A26A 20231 A25A
26 Jan 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 0.69 750,000 - - - 750,000
017461 A6EZE 2019F 1 A2%6RZE
201941 A268 202441 A258
CHEUNG Tung (President) 26 Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 069 750000 - - - 750,000
RIR (BH) WI7FIR6AZE W0I8F 1 A2%AZE
20185 1 A26H 202351 A58
26 Jan 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 0.69 750,000 - - - 750,000
0I746176BZE W019F 1 A2%6RZE
2019415268 20451 3258
CHEN Feng 26 Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 0.69 500,000 - - - 500,000
gl WI7FIA2%AZE WIBFIAWAZE
201851 A26H 203517258
26 Jan 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 0.69 500,000 - - - 500,000
W0I7F1 A2%RZE W0I9F 1 A2%6RZ
201951 268 20241 A25H
LAM Kam Cheung 26 Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 0.69 500,000 - - - 500,000
s WI7TFIA2%RZE WIBFEIAWAZE
201851 A268 2023517258
26 a0 201726 an 2019 26 Jan 2019-25 Jan 2024 069 500000 - - - 500000
017461R6A %2 2019461 A6HZ
20191 A26A 20241 250
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OTHER INFORMATION

Outstanding

Exercise Outstanding ~ Granted Lapsed  Exercised as at

price as at during during during 30 June

Grantee Date of grant ~ Vesting period Exercisable period per Share | Jan 2020 the Period the Period the Period 2020

R20205 R20205

SRKR# (AIE REMA REBR REBR 6A308

ABRA HEAH BEH oRcd THEE HRTHE B P % HRITE

HK$
BT

LAM Fei Man 26 Jan 2017 26]an 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 069 500000 - - - 500000
mEE 017F1 A28 2017F1A26EZE 018F 1 ABAZE
2018% 1 268 2023% 1 4258

26Jan 2017 26Jan 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 069 500000 - - - 500000
017F1 A28 017F 1 A26BE 0I9F 1 ABE
201951 268 202451 4258

WONG Chi Keung 26 Jan 2017 26 Jan 201726 Jan 2018 26 Jan 2018-25 Jan 2023 069 150000 - - - 150000
FER 017F1 A28 2017F 1 A26BE 018F 1 ABAZE
2018%F 1 F268 203% 1 A258

26Jan 2017 26]an 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 069 150000 - - - 150000
017F1 8268 017F 1 F26HZE 019F 1 A6AZE
2019% 1 A268 2024%1 4258

Professor LAM Sing Kwong, Simon 26 Jan 2017 26 Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 0.69 150,000 - - - 150,000
MR HE 0I7F1A268 2017F1R26BZ 2018F 1A ZE
201851 A268 2023% 1 A258

26 Jan 2017 261an 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 069 150000 - - — 150000
017F 18268 2017F1 268 % 0191 A6AZE
2019% 1 A26H 202451 4258

FAN Chun Wah, Andrew, |P 26 Jan 2017 26 Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 0.69 150,000 - - - 150,000
BREATHT 017F1 A28 2017F 1 A26BE WI8FIFWEE
201851 A26H 202351 4258

26Jan 2017 26]an 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 069 150000 - - - 150000
017818268 017F1F26EZE 019F 1 ABAZE
2019% 1 A26H 2024% 1 4258

ZHANG Hwo Jie 26Jan 2017 261an 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 069 150000 - - - 150000
R WI7F1 A28 2017F I A26BE 018F 1 A6AZE
201851 A26H 2023% 1 258

26 Jan 2017 26 Jan 201726 Jan 2019 26 Jan 2019-25 Jan 2024 069 150000 - - - 150000
017F1 8268 017F1A26BZE 019F 1 ABAZE

2019F 1 A26H

202451 A258

@i—%%ﬁgﬁﬁﬂ
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OTHER INFORMATION

HibE R

Outstanding
Exercise Outstanding ~ Granted Lapsed  Exercised as at
price as at during during during 30 June

Grantee Date of grant ~ Vesting period Exercisable period per Share | Jan 2020 the Period the Period the Period 2020

120205 12020F
gEEG AR REER REEA REEA 6A30H

AERA RHAH FEY T TRE HARTR Bl P it HARTR

HK$
B
WU Tak Lung 26 Jan 2017 26Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 069 150000 - - - 150000
RiEHe WITFIABE W0I7FIA%EE WISFIAWAE
201851 A26R 202351 A25R
26 Jan 2017 26Jan2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 069 150000 - - - 150000
01761268 20176 A26BZE 019F 1 A26AZE
201951 A26R 202451 A25R
Other employees (in aggregate) 26 Jan 2017 26Jan 2017-26 Jan 2018 26 Jan 2018-25 Jan 2023 069 8800000 ~ (650,000) - 8150000
HifE8 (A3 WI7EIFWA 0I7FIABAZ WIBFIAAAE
20185 | A26H 20231 A258
26 Jan 2017 26Jan 2017-26 Jan 2019 26 Jan 2019-25 Jan 2024 069 8800000 - (650,000) - 8150000
WI7EIAWE 01751 A6EE WI9FIABEE
201951 A26R 202451 258

Total 25,100,000 - (1,300,000) - 23,800,000

AH

Number of share options

exercisable at 30 June 2020 23,800,000

202066 4300 AT77 ()

BhREHE

Notes: B :

(@  During the Period, 2 eligible participants, who had been granted share options, ceased @ HEA 2BERERENSERS2HR
to become eligible participants upon termination of employment and the said share EREILERBARETHAEERKS2H
options had automatically lapsed. HMEMEBRES KR -

(b)  Mr. Fan Chun Wah, Andrew, J.P ceased to be a director of the Company with effect (b) SEEEZESLAE KT+ B2020F6H30R
from 30 June 2020. All outstanding share options granted to Mr. Fan Chun Wah, BIABEEARAESZ - REBEFRAM
Andrew, J.P under the Post-IPO share option scheme may be exercised within one BERBREABRE TBBRELLE K
month after the date of such cessation and any share options which remained Pt B T A RITEBIREAIERIER
outstanding thereafter would lapse accordingly. EzBR—EARTITE  mMtEART

155 B0 4] R0 R R P 5 R UL SR 3
()  Other details of the Post-IPO Share Option Scheme are set out in note 22 to the (0 HBRAMABERBRETZNEMFS

condensed consolidated financial statements.
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DISCLOSURE OF INFORMATION ON DIRECTORS

Changes in Directors’ biographical details since the date of the annual report of the
Company for the year ended 31 December 2019 which are required to be disclosed

pursuant to Rule 13.51B (1) of the Listing Rules, are set out as follows:

Mr. Fan Chun Wah Andrew, J.P, has resigned as an independent non-executive director

of the Company with effect from 30 June 2020.

Mr Wu Tak Lung, an independent non-executive director of the Company, has been
appointed as an independent non-executive director of Minth Group Limited (Stock
Code: 425) with effect from 28 May 2020.

SPECIFIC PERFORMANCE OBLIGATIONS OF THE CONTROLLING
SHAREHOLDER

The Company's wholly-owned subsidiary, Sinomax International Trading Limited (the
“Subsidiary"), as borrower and the Company as guarantor had entered into a facility
agreement (the 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$14.0 million and HK$109.2 million as at 30 June 2020). 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,
a controlling shareholder of the Company, ceases to maintain (directly or indirectly)
at least 519% of the entire beneficial ownership interest in the Company; (ii) 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: (@) Mr. Lam Chi Fan; (b) Mr Cheung Tung; (c) any parent, spouse, child,
brother or sister of the persons referred to in (a) and (b) above; and (d) any trust
whose principal beneficiary(ies) is any one or more of the persons referred to under
(a) to (c) above; (i) Mr. Lam Chi Fan ceases to be the chairman of the Board; or (iv)
Mr. Lam Chi Fan ceases to maintain control over the management and business of the

Company.

OTHER INFORMATION
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OTHER INFORMATION

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.

As disclosed in the announcement of the Company dated 21| January 2020, the Group
failed to satisfied 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 constituted 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$215.5 million.

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

Based on the Group's unaudited financial results for the Period, the Board considers
that the Group has not further breached any financial covenants under the Loan
Agreements and will continue to review its financial information from time to time to

ascertain whether the Group is able to satisfy the relevant financial covenants.

CORPORATE GOVERNANCE CODES

The Company is committed to maintaining high standards of corporate governance
to safeguard the interests of its shareholders and to enhance corporate value and
accountability, The Company has adopted the Corporate Governance Code (the “CG
Code") contained in Appendix 14 to the Listing Rules as its own code of corporate
governance. During the Period, all the code provisions set out in the CG Code were

met by the Company.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’ securities
transactions on terms no less exacting than the required standard set out in the Model
Code for Securities Transactions by Directors of Listed Issuer (the “Model Code")
in Appendix 10 to the Listing Rules. The Company has made specific enquiry of all
Directors and all Directors confirmed that they have complied with the required
standards of the Model Code regarding Directors’ securities transactions during the

Period.

REVIEW OF INTERIM RESULTS

The audit committee of the Board has reviewed, together with the management of
the Group, the accounting principles and policies adopted by the Group, and discussed
the unaudited condensed consolidated financial statements and interim report of the

Group for the Period and recommended its adoption by the Board.

In addition, the unaudited condensed consolidated financial statements of the Group
for the Period have been reviewed by the independent auditors of the Company,
Messrs. PricewaterhouseCoopers, in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information Performed by the

Independent Auditor of the Entity” issued by the HKICPA.

On behalf of the Board
Sinomax Group Limited
Lam Chi Fan

Chairman

Hong Kong, 28 August 2020
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REPORT ON REVIEW OF
INTERIM FINANCIAL INFORMATION

FHMBERCERRE

To the Board of Directors of Sinomax Group Limited

(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 26 to 60, which
comprises the interim condensed consolidated statement of financial position of
Sinomax Group Limited (the “Company') and its subsidiaries (together, the “Group”)
as at 30 June 2020 and the interim condensed consolidated statement of profit or loss,
the interim condensed consolidated statement of comprehensive income, the interim
condensed consolidated statement of changes in equity and the interim condensed
consolidated statement of cash flows for the six-month period then ended, and a
summary of significant accounting policies and other explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial information to be in compliance
with the relevant provisions thereof and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants.
The directors of the Company are responsible for the preparation and presentation of
this interim financial information in accordance with Hong Kong Accounting Standard
34 “Interim Financial Reporting”. Our responsibility is to express a conclusion on this
interim financial information based on our review and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of engagement and for no
other purpose.We do not assume responsibility towards or accept liability to any other

person for the contents of this report.
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REPORT ON REVIEW OF

INTERIM FINANCIAL INFORMATION

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410, “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express

an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that
the interim financial information of the Group is not prepared, in all material respects, in

accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 28 August 2020
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CONDENSED CONSOLIDATED STATEMENT OF

PROFIT OR LOSS
BRAGREREER

For the six-month period ended 30 June 2020

H E£20209F6 A308 1E/<1E A HiRE

Unaudited
REER
For the six-month period
ended 30 June
EZE6H30H LB A HH

2020 2019
20205 2019%F
NOTES HK$'000 HK$'000
B 5E FET T
Revenue ON 5 1,089,958 1,479,883
Cost of sales SHE B (893,120) (1,114925)
Gross profit ESVA 196,838 364,958
Other income H4A 45,396 27310
Other losses, net Hithf§is - 58 7 (1,526) (1,073)
Impairment losses (provided)/reversed RLEEREEE
for financial assets (B e (9,011) 2,345
Selling and distribution costs tHE R HK AR (135,159) (197,184)
Administrative expenses THRAX (71,435) 97,177)
Other expenses H A 7 52 (28,112) (46,435)
Operating (loss)/profit g (8 RF (3,009) 52,744
Finance costs B IDEN 8 (18,351) (24,034)
(Loss)/profit before income tax BMRATEBLAT (BEB) R8F (21,360) 28,710
Income tax expense FREBiF 9 (13,516) (18,158)
(Loss)/profit for the period Bk (E518) 5 F 10 (34,876) 10,552
(Loss)/profit for the period attributable to: THIATEIEEIA
(B18R),#H
Equity owners of the Company RARERERA (34,705) [1,436
Non-controlling interests FEPER B (171) (884)
(34,876) 10,552
Cents Cents
il fil
(Loss)/earnings per share attributable to the RARERFFAA
equity holders of the Company LR (E518), & F I
— Basic — &K (1.98) 0.65
— Diluted —#E (1.98) 0.65
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FHHRAEEEKRER

For the six-month period ended 30 June 2020
B 202056 308 1L/ fE A B

Unaudited
RIBERX
For the six-month period
ended 30 June

BZ6H308 L8 A HE
2020 2019
2020%F 2019%F
NOTES HK$’000 HK$'000
B aE FET THBTT
(Loss)/profit for the period R (EB8) EF (34,876) 10,552
Other comprehensive loss Hith 2 HER
Item that may be reclassified to profit or loss: HEEEH 7 EE
BEAIEE -
Exchange differences arising on translation of BREBINEBEEN
foreign operations MEH E R (17,421) (337)
Total comprehensive (loss)/income for the period HAZHE (F8) WARE (52,297) 10,215
Total comprehensive (loss)/income for the TIATEEHANZE
period attributable to: (B18), WALz
Equity owners of the Company RAR)E=ER A (50,449) 10,883
Non-controlling interests FEFEAR A (1,848) (668)
(52,297) 10215

BRESEEARLT 07
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CONDENSED CONSOLIDATED STATEMENT OF

E SRS MR R R
At 30 June 2020
72202056 A30H
Unaudited Audited
REEEX REZ
At At
30 June 31 December
2020 2019
720204 F2019%F
6H30H 12A318
NOTES HK$'000 HK$'000
B 5 FHET TATT
Non-current assets FRBEE
Property, plant and equipment M WEREE I3 528,175 569,836
Right-of-Use assets EREEE 13 196,480 249,110
Investment properties wEME 13 31,826 33,376
Intangible assets mEAE 13 15,053 15,374
Deferred tax assets BT E E 8,470 8,409
Deposits, prepayments and other receivables e ARk
H b U R IE 5 84,480 136,977
864,484 1,013,082
Current assets REBEE
Inventories FE 14 522,567 491,845
Trade receivables B 5 AR 5 382,571 406,860
Deposits, prepayments and other receivables ‘e BRHK
H b & U R IR 5 174,089 152,616
Bill receivables e R & 16 35,945 55,553
Trade receivables at fair value through HREMEENRIEATE
other comprehensive income FIBR 7 B 5 R FIA 17 43,669 44,696
Pledged deposit EHEARER 775 1,791
Bank balances and cash RITEHBRIRE 195,120 240,320
1,354,736 1,393,681
Total assets BEERE 2,219,220 2,406,763
Capital and reserves EXRFHE
Share capital [N 21 175,000 175,000
Reserves B 629,513 679,962
804,513 854,962
Non-controlling interests IEEAR (5,086) 10,046
Total equity QB 799,427 865,008
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

GRS M BRI &

At 30 June 2020

7202056 A30H
Unaudited Audited
RIBEX e
At At
30 June 31 December
2020 2019
20205 20194
6A30H 12A31H
NOTES HK$’000 HK$'000
B 5 FET FHET
Non-current liabilities EFRBERE
Lease liabilities HEAE 179,351 226,154
Other payables E At JE AT X 18 1,467 -
Deferred tax liabilities EERIBAE 28,740 29,874
209,558 256,028
Current liabilities REBAE
Trade and other payables B REMENFKIE |8 498,722 532,519
Bill payables FER =& 19 24,162 47,649
Lease liabilities HEAE 63,153 59,429
Unsecured bank borrowings EIEAIRITER 20 616,832 622,863
Taxation payable JE A 35 3R 7,366 23,267
1,210,235 1285727
Total liabilities BEHAEE 1,419,793 1,541,755
Total equity and liabilities ERREEEE 2,219,220 2,406,763
BRESEEARLT 29
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
FRREERSER

For the six-month period ended 30 June 2020
BUE20205F 6 A30A 71 A #ifE

Unaudited
KEEL
Equity attributable to owners of the Company
KRR ARGER
Share Non-
Share Share Merger  Statutory Capital option  Translation  Retained Sub-  controlling
capital  premium reserve reserve  reserve  reserve reserve profits total  interests Total
B RiEE AfEE AERE EA6HE BRERE EXRHE REEN Nt FERER at
HK$000  HKPO0O  HK$000  HK$000  HKPOOO  HKP000  HKS000  HKFOOO  HKS000  HKS000  HK$O000
TEr TEx  TEx  TExR  TER  TExR  TExR  TExR TExr  TEr TEn
(Note (i))
(HE0)
At | January 2019 P0I9E AR 175,000 404520 (403835) 18,002 1510 19427 (20236) 885041 1079429 146414 1225843
Profi/(oss) for the period BRER/ (B8) - - - - - - - 143% 11436 (84 10552
Exchange differences arising on translation BEBNEBELNELZER
of foreign operations - - - - - - (553) - (553) 216 (337)
Total comprehensive (expense)/fincome BNRE (FX) / WALE
for the period - - - - - - (553) 11436 10883 (668 10215
Dividend paid to non-controlling interests ST IR R R A - - - - - - - - - (1678)  (1679)
Recognition of share based payment expense ARAZF 2 A FRZ - - - - - I - - 11 - 111
Lapse of share options BREXK - - - - - (343) - 343 - - -
At 30 June 2019 #2019%6A308 175,000 404520 (403835) 18,002 1510 19,195 (20789) 896820 1090423 144068 1234491
At | January 2020 R200F1 A1 175000 404520 (403835) 37994 1510 4659 (28305 663419 854962 10046 865008
Loss for the period BAER - - - - - - - (4705 (34705) (17 (34876)
Exchange differences arising on translation BEBNEBEENERZR
of foreign operations - - - - - - (15744) - (15,744) (1677) (17421
Total comprehensive expense for the period BhEzERXAR - - - - - - (15744 (34705 (50449) (1848)  (52297)
Dividend declared to non-controling interests AFERERERIBE - - - - - - - - - (13284 (13284)
Lapse of share options BREXN - - - - - (264) - 264 - - -
Transfer to statutory reserve f -1 - - 19,054 - - - (19.054) - - -
At 30 June 2020 2020564308 75000 404520  (403839) 57048 1510 4395 (44049) 609924 804513 (5080) 799427
30 Sinomax Group Limited

2020 Interim Report



Notes:

0)

CONDENSED CONSOLIDATED STATEMENT OF

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.

M RE -

0

CHANGES IN EQUITY
BRAGREERBER

For the six-month period ended 30 June 2020

B Z=202056 A308 1E /< E A EARE

REARBRRHEARLME ([HEH])
BXIZEY M B A BIAR AR EAZ R AN H0ABRE AR
TE BRI M BB R R A E R
ROBTEERAKERESTSME
ZBEC N AREREE AN IKEE ATE
T A ERBHESREERRIMER
250% RIAT % | RGREDATE W R o ik Tk
A AN RETE R (A ) g
A E AR BREITIBRI N R E R
TMERED K-

RIEF (X)) WRE RARR
EPIE MM B AR ASE R
VRN FEANEEERE B BERAT
SRERRNEREARN—F ZHEET
SRERRDIK-
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
FRGRERETRER

For the six-month period ended 30 June 2020
BUE20205F 6 A30A 71 A #ifE

Unaudited

REERZ

For the six-month period

ended 30 June

HZE6A30HIE<EAHM
2020 2019
20205 20194
HK$’000 HK$'000
FET THBTT

Cash flows from operating activities RETHHAETRE

Cash generated from operations REXBEF RS 6,672 256,498
Interest received B UFLE 2,039 2,206
Interest paid EATFLE (14,414) (24,034)
Tax paid BT R (15,571) (24,100)
Net cash (used in)/generated from operating activities ~ A& & &8 (FTH) ISR & FHE (21,274) 210570
Cash flows from investing activities REZTHZHESRE

Payments for property, plant and equipment SAE - BB KR RIE (7,506) (33313)
Proceeds from disposal of property, plant and equipment & ¥ % « HUE K& 2 FT{S 508 10,920 -
Proceeds from disposal of a subsidiary HE—HNBAR B HRE 33,007 -
Change in pledged bank deposits ERIFRITERED 1,016 -
Change in fixed bank deposits ERRITIF R E - 7,116
Net cash generated from/(used in) investing activities REZBME(FA)RLEHR 37,437 (26,197)
Cash flows from financing activities METH HAERE

New bank borrowings FESRRITER 293,110 319,855
Repayment of bank borrowings ERRITER (293,044) (407,644)
Repayment of lease liabilities BEEHEAE (35,591) (30,611)
Dividend paid to non-controlling interests ST IERER 2 RS (21,580) (1,678)
Net cash used in financing activities RMETHMARESERE (57,105) (120,078)
Net (decrease)/increase in cash and cash equivalents RERBREEEY

CRD) /&3 (40,942) 64,295

Cash and cash equivalents at beginning of the period HYReRIAEEEY 240,320 234,435
Exchange loss on cash and cash equivalents Re KRS EBYRIERSE (4,258) (883)
Cash and cash equivalents at end of the period BMRASREAELZEEY 195,120 297,847
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

BASIS OF PREPARATION

The condensed consolidated interim financial information of Sinomax Group
Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) has been prepared in accordance with Hong Kong Accounting
Standard ("HKAS") 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA™). The interim
report does not includes all the notes of the type normally included in an
annual financial report. Accordingly, this report is to be read in conjunction
with the annual report for the year ended 31 December 2019 and any public

announcements made during the interim reporting period.

ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the previous
financial year and corresponding interim reporting period, except for the
estimation of income tax and the adoption of the new and amended standards

as set out below.

Income tax expense is recognised based on management's estimate of the
weighted average effective annual income tax rate expected for the full financial

year

BRSSP BEER M
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
& BA AR & P 5 B 35 e B

2. ACCOUNTING POLICIES (CONTINUED) 2. BFBE (&)
New and amended standards adopted by the Group FEBERMNIET RBBITER
In the current interim period, the Group has applied, for the first time, the RARHEE AEEREAEE
following new and amendments to HKFRSs issued by the HKICPA which are HRFEET N BENERERTE
mandatory effective for the annual period beginning on or after | January 2020 BETEN A BMAR2020F I AIHZ 2
for the preparation of the Group's condensed consolidated interim financial 1& 78R 2 4 8 BRI R I A= 2 LA T 37
information: A BB G R R EABET A
Conceptual Framework for Revised conceptual framework for WISEHBRE SEAVBREHAER
Financial Reporting 2018 financial reporting BRER
HKAS | and HKAS 8 Definition of material BRGEANR IR EAZTER
(Amendments) REBG LR
F8%E (B X
HKFRS 3 (Amendments) Definition of a business BEENBREED XH TR
F3% (B X)
HKAS 39, HKFRS 7 and Hedge accounting BEAQHER Epak-6s
HKFRS 9 (Amendments) F39% BERH
BEEFETRR
BBYBREE
ESTASCHEN
HKFRS 16 (Amendments) CQOVID-19 related rent concession EENMBREEL aFERARERE A

FI65 (BFIA)  HE

The amended standards and framework listed above did not have any impact Lt e RT A RAE SR - (B HRfE A
on the amounts recognised in prior period and are not expected to significantly R oBUB|EMFE  BEFTE
affect the current or future period. HAREESRREEERTE -
Sinomax Group Limited
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
A AR & 1 B 35 R B

ACCOUNTING POLICIES (CONTINUED) 2. BFBE (&)
New and amended standards issued by not yet effective © F8 #5618 1] R 4 LAY R AT I R4 RT
A
Certain new and amended standards have been published that are not B TRET RS IERT R C EEA
mandatory for the financial year beginning on | January 2020 and have not been B3 #|&AT2020F | H I B8 2 BT BUE
early adopted by the Group: [E 58 I A0 F AR B I R R R
Ik
Amendments to HKAS | Classification of Liabilities as Current or BAEER mBAERDEENHEO
Non-current FRMEITA
Amendments to HKAS 16 Proceeds before Intended Use!" BAEER RERBANAEFED
FI6RABE AR
Amendments to HKAS 37 Onerous Contracts — Cost of Fulfilling a BB G ER BE&H-BT—halz
Contract® FIVRMBIAR KA
Amendments to HKFRS 3 Update Reference to the Conceptual EERBREEN ARHIERNEHO
Framework") FIRMEITA
Amendments to annual Annual Improvements to FEIEERRN  08F20FERERY
improvements project HKFRS 2018-2020 cycle" CHES KREENNEEIED
HKFRS 17 Insurance Contracts® EEUBREEN RRRane
EI175
Amendments to HKFRS 10 Sale or Contribution of Assets between an EANBREEN REEEHEBERAH
and HKAS 28 Investor and its Associate or Joint Venture® FIRAREH RECEMMEELE
ERIE285 1 H1EO
CHES
o Effective for the Group for annual period beginning on | January 2022 o 20224 | A | B A 46 &) £ & HA T
HARERERN
@ Effective for the Group for annual period beginning on | January 2023 @ 20235 | A | B 45 ) E HAFE
HAREEERN
® Effective date to be determined @ E B HEE
Certain comparative amounts have been reclassified to conform with current ETHRSEEERHDEUATESEN
period presentation. FOE=RIIE
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NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
& BA AR & P 5 B 35 e B

3.

36

ESTIMATION AND JUDGEMENT

The preparation of condensed consolidated interim financial information
requires management to make judgements, estimates and assumptions that affect
the application of accounting policies and the reported amounts of assets and

liabilities, income and expense. Actual results may differ from these estimates.

In preparing these condensed consolidated interim financial information, the
significant judgements made by management in applying the Group's accounting
policies and the key sources of estimation uncertainty were the same as those
that applied to the consolidated financial statements for the year ended 3l
December 2019.

FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENT

(@) Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk
(including foreign exchange risk, cash flow and fair value interest rate risk,

and price risk), credit risk and liquidity risk.

The condensed consolidated interim financial information does not
include all financial risk management information and disclosures required
in the annual financial statements, and should be read in conjunction with
the Group's annual consolidated financial statements as at 3|1 December

2019.

There are no changes in the risk management policies since year end.

(b) Liquidity risk

Compared to year end, there was no material change in the contractual

undiscounted cash out flows for financial liabilities.

Sinomax Group Limited
2020 Interim Report
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
A AR & 1 B 35 R B

4. FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENT
(CONTINUED)

(©)

Fair value estimation

The table below analyses the Group's financial instruments carried at
fair value as at 30 June 2020 and 31 December 2019 by level of inputs
to valuation techniques used to measure the fair value. Such inputs are

categorised into three levels within a fair value hierarchy as follows:

. Level | fair value measurements are those based on quoted prices

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

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

indirectly (i.e. derived from prices); and

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

based on observable market data (unobservable inputs).

4 HHXERREENREHMIA(E)

(©)

ATEAH

TRZFEQAFEMAZHE
Bt ABUE 2 B - o ARS
B 7020206 H30H 20194 12
A3IBERAFEYER 22/ T
H o BRA% AR IR T X FTit
MAyEBEARNFERERN =
1] /2Z 4% -

- FERATEAERER
HREEXRBENERT
Bz HmE CREHE)E

- FERAVEMERBEE
ERBEZAER (AE
RER)SHEE (BEE
RIUTE)BR 2B AR
(B~ AZRERIN)
BHE: R

- FZERAVEAEREMR
BERMFLHE BERLIE
URIBR S8R RE
Rz EEXBBEZBAY
B (TAIBRBABR) °
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
& BA AR & P 5 B 35 e B

4. FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENT 4 HHXERREENREHMIA (E)
(CONTINUED)
(c) Fair value estimation (Continued) (¢ ABAFEMS (&)

TRE AL B F2020F6 A30
H K2019F 12831 BIZ A FE
PR S REE

The following table presents the Group's financial assets carried at fair
value as at 30 June 2020 and 31 December 2019:

Fair value Valuation technique
Financial assets Fair value as at hierarchy and key inputs Sensitivity
THEE RUTEHZAFE AFEER HERMKREIRGAHE SRE
30 June 3| December
2020 2019
20204 20195
6A30H 12A31H
Trade receivables at 43,669 44,696 Level 3 Discounted cash flows A slight increase in
FVTOCI risk-adjusted discount
rates used would resuft
in a slight decrease
in fair value, and vice
versa.
BREMEERE E HRATRE FTE P B L B F R R 3R
BRAFEIIRZ KM EAHEHD
B 5 KR FEEMRD R

There were no transfers in different levels of the fair value hierarchy

during the six-month period ended 30 June 2020.

38 Sinomax Group Limited
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Estimated settlement
period from these trade
receivables and risk
adjusted discount rates of
[.17% to 2.17%
(31 December 2019:
3.13% to 4.35%)
quoted by the banks
RIOIMBZZEZE D RN
FIBZ fhATHERHRE &
RERRERREK17%E
217% (20195 12731
H :3.13%%435%)

A slight increase in
estimated settlement
period used would
result in a slight
decrease in fair value,
and vice versa.
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION

4. FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENT
(CONTINUED)

(©)

Fair value estimation (Continued)

Reconciliation of Level 3 fair value measurements

BRSSP BEER M

4 HHXERREENREHMIA(E)

() 2DFEME (F)

FE-ERFHETEBHEK

Trade
receivables
at FVTOCI

EBHMEME
Wi N FE
DR E S
W RRE
HK$'000
THETT
As at | January 2019 201951 A8 87,769
Loss on initial recognition of trade receivables at BBREMEERREATFETERZ
FVTOCI (included in other expenses) BHRRFAZ L ERER
(FrAEAMR) (666)
Sales HE 413,191
Settlements EeEN) (430,356)
Effective interest income BEREMBBA (GTAEAMUA)

(included in other income) 482
Exchange realignment ME 5 2 17
As at 30 June 2019 R2019FF6 A30H 70,437
As at | January 2020 2020 1 A 1R 44,696
Loss on initial recognition of trade receivables at A HERE B EAM 2 ER IR

FVTOCI (included in other expenses) NHEINRZ B 5 REWRIE 2 BB

(FFAEMRF) (134)
Sales HE 235,186
Settlements F=EN] (236,404)
Effective interest income (included in other income) FEBEAMEMWA (FFAEAUA) 325
As at 30 June 2020 7202056 A30H 43,669

The directors of the Company consider that the carrying amounts of

financial assets and financial liabilities recorded at amortised cost in the

condensed consolidated interim financial information approximate their

fair values based on discounted cash flow analysis.

ARBESEAR REFRARE
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5.

40

REVENUE AND SEGMENT INFORMATION

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

manufacturers.

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

organised into the following three geographical markets as follows:

China market —  manufacture and sale of health and household

products and polyurethane foam for customers

located in the PRC, Hong Kong and Macau

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

and other North American countries

Europe and other ~ —  manufacture and sale of health and household

overseas markets products and polyurethane foam for customers

located in overseas countries except for those

customers located in the North American market
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
A AR & 1 B 35 R B

REVENUE AND SEGMENT INFORMATION (CONTINUED) 5 WARZHER (&)

Disaggregation of revenue from contracts with customers EFEHAREDIF

Revenue recognised at a point in time during the period is as follows: 7 HA R 7 2 108 By ) Bh B 2R 2 s an
T

Type of goods BmAE5

For the six-month period
ended 30 June

B ZE6A30R L AEARM

2020 2019

20204 20194

HK$’'000 HK$'000

FERT FET

Sales of health and household products HEREMKEEMD 752,280 915,627

Sales of polyurethane foam IHE B RBRAR 337,678 564,256

Total st 1,089,958 1,479,883
Geographical markets B

For the six-month period
ended 30 June

BZE6HA30B LNEAHME

2020 2019
20205 20194
HK$°000 HK$'000
FEx FHET

China market R T I5
—The PRC — 400,180 702,321
— Hong Kong, Macau and others — BB RFREM 153,465 205,444
553,645 907,765

North American market tEMH
—The US —% 440,935 499,967
— Others —HAb 43,695 48091
484,630 548,058
Europe and other overseas markets BOM X B At g oh 35 51,683 24,060
Total BEt 1,089,958 1,479,883
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6. OTHER INCOME 6. HWA

For the six-month period
ended 30 June

BZE6A308 1L <E B HIRE

2020 2019
20204 20194
HK$’000 HK$'000
FExT FHETT
Interest income B A 2,364 2433
Government subsidy IR ## Bh 25,027 516
Scrap sales BERLHE 6,905 14,855
Rental income Ha WA 5,803 8,248
Others HAh 5,297 1,258
45396 27310

7.  OTHER LOSSES, NET 7. EHMEsEEE

For the six-month period
ended 30 June

HZE6A308 1E<1E B HIR

2020 2019

2020%F 20195

HK$'000 HK$'000

FET TAETT
Gain on disposal of property, plant and equipment HEME - BER&E 2 W= (72) (134)
Net exchange losses b X B 1R 58 3,049 1,696
Others Hh (1,451) (489)
1,526 1,073
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BRSSP BEER M

FINANCE COSTS 8. HEmAK

For the six-month period
ended 30 June

BZE6A308 1L <E B HIRE

2020 2019
20204 20194
HK$’000 HK$'000
FHET FET
Interest on bank borrowings BITERZAEREZ 10,738 19,057
Interest on lease liabilities HEBGEZFMERX 7,613 4,977
18,351 24,034
INCOME TAX EXPENSE 9. FBBiMAxX
For the six-month period
ended 30 June
B ZE6A30A LB ARM
2020 2019
20204 20194
HK$’000 HK$'000
FHET TFAET
Current tax: BNHEAF I -
Hong Kong Profits Tax BENEH 1,794 303
PRC Enterprise Income Tax (“EIT") TR EE PSR
([EmEHR]) 1,087 10,001
PRC withholding tax on distributed profits AR B BB AR 8
from PRC subsidiaries K St ) 85 49 ) P R TR0 R 9,496 -
US Income Tax EEPTISH 5 130
12,382 10,434
Deferred taxation REFIA 1,134 7,724
13,516 18,158
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BRSSP M BEER M

10.

44

(LOSS)/PROFIT FOR THE PERIOD

M (E18), A

For the six-month period
ended 30 June

BZE6A308 1L <E B HIRE

2020 2019
20205 20194
HK$'000 HK$'000
FET TET
(Loss)/profit for the period has been H (E518) s A Th 8 bk
arrived at after charging: T EIERERE
Cost of inventories recognised as expenses BRAAIHNEFEEXNR B
including provision for inventories of HK$2,387,000 17 & #% 52,387,000/ 7T (20194F
(30 June 2019: reversal of HK$2,576,0000) 6A 308 : #[812,576,00007% 7T ) 893,120 1,114,925
Total staff costs, including share based payment BIRALE BRERMINRAX
expenses (included in selling and distribution (Gt ASHE RO A A K&
costs and administrative expenses) THRX) 180,807 218332
Amortisation of intangible assets B R 321 5,396
Depreciation of property, plant and equipment M- BERERETE 34,528 32,282
Depreciation of right-of-use assets FREEETES 38,846 31,807
Depreciation of investment properties REMERE 961 1,973
Marketing expense HEMX 10,028 13914
Professional fee BEXEH 9,012 13,236
Transportation expense BB A 27,072 38,181
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
A AR & 1 B 35 R B

I1. (LOSS)/EARNINGS PER SHARE . 8K (&8) 2R
The calculation of the basic and diluted (loss)/earnings per share attributable to AAGHEAABESRER RS
the owners of the Company is based on the following data: (E518) /BFTIBBEA T EURETE

For the six-month period
ended 30 June

BE6A308 LE<E B HIRE

2020 2019
2020%F 20194
HK$'000 HK$'000
FH T TAET
(Loss)/earnings for the purpose of EGRBERRBEEF 2
basic and diluted earnings per share: ( Ei18) EF
(Loss)/profit for the period attributable to RRAGHEE AEMRER
owners of the Company (E18) &7 : (34,705) 11,436
For the six-month period
ended 30 June
EZE6cA30RLLAEAHHE
2020 2019
20204 20194
Number of shares: RIZEE -
Weighted average number of ordinary shares EERERBANOMNETS
for the purpose of basic earnings per share = LHX%( H 1,750,002,000 |,750,002,000
Effect of dilutive potential ordinary shares in ] ﬂij%ﬁ@ﬁ ﬁ%ﬁﬁ% N HY
respect of outstanding share options BUEEELRREE - -
Weighted average number of ordinary shares STEGREER T 8 INE T
for the purpose of diluted earnings per share TmERE A 1,750,002,000 |,750,002,000
The computation of the diluted (loss)/earnings per share for the six-month B ZE2020%F K2019F6 H30H JJ:/T“H
period ended 30 June 2020 and 2019 does not assume the exercise of any HEz SR (B8) &BFz
share options as the exercise prices of these share options are higher than the I MR FAE AT B M 2 7T - 1H:75 EH
average market price of shares during the six-month period ended 30 June 2020 MNEEBREZITEESHRRNONE
and 2019. 20206 }2019%F6 A30H L7} fE A
2 FHmE-
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2. DIVIDEND 2. RE

No dividends were paid, declared or proposed during the period (30 June 2019: EARI R - ks S (2019

Nil). F6H308 ) °
13. PROPERTY,PLANT AND EQUIPMENT, RIGHT-OF-USE ASSETS, 13. ¥ BERRE LAKEE-
INTANGIBLE ASSETS AND INVESTMENT PROPERTIES BREERREYHE
Property,
plant and  Right-of-use Intangible Investment
equipment assets assets Goodwill properties
NE - BE A
REE BEE SBREE HmE REYE
HK$’000 HK$°000 HK$'000 HK$000 HK$'000
FHT FHT FHT FHET FHT
At 31 December 2019 2019612 A31H
Cost R AR 884,839 328,771 148,252 36,463 38,013
Accumulated depreciation/amortisation  REHITE B §E KR E
and impairment (315,003) (79,661) (132,878) (36,463) (4,637)
Net book amount BRENFE 569,836 249,110 15,374 - 33,376
Six-month period ended #H E2020F6 A30H 1k
30 June 2020 7~ E A HAfE
Opening net book amount B AREDFE 569,836 249,110 15,374 - 33,376
Additions NE 7,941 18,078 - - -
Disposals k= (10,848) (32,163) - - -
Reversal of impairment B LR E 116 1,407 - - -
Depreciation/amortisation charge WE EEAX (34,528) (38,846) (321) - (961)
Exchange difference MEHER (4,342) (1,106) - - (589)
Closing net book amount HRAREDFE 528,175 196,480 15,053 - 31,826
At 30 June 2020 7202056 A30H
Cost B AR 869,727 307,689 148,252 36,463 37,424
Accumulated depreciation/amortisation %Ef?ﬁ%/ﬁﬁﬁ&ﬁﬁ
and impairment (341,552) (111,209) (133,199) (36,463) (5,598)
Net book amount BREEE 528,175 196,480 15,053 - 31,826
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NOTES TO THE CONDENSED CONSOLIDATED
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13.  PROPERTY,PLANT AND EQUIPMENT, RIGHT-OF-USE ASSETS, 13. V¥ BERRKE CHAREE-
INTANGIBLE ASSETS AND INVESTMENT PROPERTIES BREERBREYE (&)
(CONTINUED)

Property,
plant and  Right-of-use Intangible Investment
equipment assets assets Goodwill properties
mE BB ¥ F
B EEE BRAE e RAEADE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FHET FHET FET FET
At 31 December 2018 2018512 A31H
Cost %N 956,803 - 148,252 61,409 100,541
Accumulated depreciation/amortisation 2T ITE i (274719) - (25,853) - (10317)
Net book amount BRERE 682,084 - 122,399 61,409 90,224
Six-month period ended HE2019F6 A30H 1k
30 June 2019 7N ME A HAfE
Opening net book amount B AR EDFE 682,084 - 122,399 61,409 90,224
Effect on adoption of HKFRS 16 FANE B S 2R
Fleme B - 373,769 - - -
Exchange difference EHER (88) (76) - @210 (72)
Additions RNE 30,030 48,542 - - -
Disposals & (134) - - - -
Depreciation/amortisation charge PE AT (32282) (31,807) (5,396) - (1973)
Closing net book amount R IREFE 679,610 390,428 117,003 61,388 88,179
At 30 June 2019 7201956 A30H
Cost B AR 977,454 422235 148,252 61,388 100,499
Accumulated depreciation/amortisation R T & § (297,844) (31,807) (31,249) - (12,320)
Net book amount BRELFE 679,610 390,428 117,003 61,388 88,179
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& BA AR & P 5 B 35 e B

14.  INVENTORIES 14 *&
At At
30 June 31 December
2020 2019
720205 20194
6H30A 128318
HK$'000 HK$'000
FET FAT
Merchandise and finished goods SRR ES A 204,941 185,902
Work in progress & 103,264 107,813
Raw materials R 1% 214,362 198,130
522,567 491,845

The cost of inventories are recognised as expenses and included in cost of
sales amounted to HK$890,733,000 (six-month period ended 30 June 2019:
HK$I,117,501,000).

As at 30 June 2020, the inventories of the Group are stated after a provision
for impairment on inventories of approximately HK$31,336,000 (31 December
2019: HK$38,300,000).
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I5.  TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS AND OTHER I5. BZERWNRE B ANHKE
RECEIVABLES b & W R TE
At At
30 June 31 December
2020 2019
20205 F2019%F
6H30H 12H318
HK$'000 HK$'000
FHET FABTT
Trade receivables, at amortised cost RN 228 5 EWIE 417,674 437611
Less: allowance for credit losses B EEEERE (35,103) (30,751)
382,571 406,860
Deposits, prepayments and other receivables B TR FRIA K E Ath B WK IR 258,569 289,593
Less: Non-current rental deposits BIERBEEES (16,906) (16,996)
Non-current other receivables (Note (i)) E i IE i B FE UK
(BE3EG)) (59,854) (115,448)
Non-current deposits paid for property, MU BEREEZN 2
plant and machinery ERENIE S (4,098) (4,533)
Non-current net investment in sublease D ZIERBILE FEE (3,622) -
174,089 152,616
556,660 559,476
Note (i): The balance represents the consideration receivable in relation to the PHEEG) Z AR R TR20195F TR
disposal of 51% equity interest in Chengdu Xingang Sponge Co. Ltd EXREFEBHEERAF
completed in 2019. According to the sale and purchase agreement, 51 %RRBEREIREE IR
the total cash consideration of RMBI157,000,000 (equivalent to BEEWHZE BAReRE
approximately HK$176,891,000) will be settled by four instalments. # AR #157,000,0007T (48
During the period, the Group received the second instalment E 471768910008 7T )
amounted to RMB30,000,000 (equivalent to HK$33,007,000). The =N SR R RN
remaining instalments would be due in 2021 and 2022 respectively. SEKHE ZBHIEA

R #30,000,0007T (48 & 7
33,007,000/ 7T )  H &5 HA
308 72 BIFE202 1 5 122022
FERIHRRELS o
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50

TRADE RECEIVABLES, DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES (CONTINUED)

The Group's retail sales are made both through its retail network comprising
stand-alone retail shops and concession counters in department stores and
through internet sales. The Group also sells health and household products
directly to overseas wholesalers and retailers and the polyurethane foam to
furniture manufacturers in the PRC. Sales at self-operated retail shops and sales
through retailers in the PRC and internet sales are transacted either by cash
or credit cards. For sales made at concession counters, the department stores
collect cash from the end customers and then repay the balance after deducting
the concessionaire commission to the Group. The credit period granted to
department stores ranges from 30 days to 120 days. For sales to wholesalers,
retailers and furniture manufacturers, the Group generally allows a credit period

ranging from 7 days to 90 days.

The following is the aging analysis of trade receivables, net of allowance for credit

losses, presented based on the dates of invoice.

ESRWHE BE BAAR
fib P& W S 0E ()

AR E

AEEFZRETERE (RREBECE
EERMINBERFNTEEE) X

BEEEHEETEEHE - AEEN
mEMEEN R T ENERENERE
RREESD  IhAA B AR AR ER
LEBRERR - REBETE/E#ETT
IS KB AP RETEETHNHE
HAUREREARETRS BRFT
EEEETHHEENS AEERQF
MR E P WEGE € R
ek MAEEEERE BT
BERARMNEERNT30EZE120H -
AstEn TEARRAEERD
HEMS AEEBETAEERN
F7HZE0H -

KRIREEBREHNE HERWIE
WERR ST (RBHEZAHZ3)) I
T

At At

30 June 31 December

2020 2019

20205 FA20194F

6H30H 12H318

HK$’000 HK$'000

FHET THTT

Within 30 days 30B AR 222,874 217,711
31 to 60 days 31E260H 69,948 124,367
61 to 90 days 61290H 52,952 38,876
91 to 180 days 91£180H 23,071 23,394
181 to 365 days 1812365H 13,726 2512
382,571 406,860
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BILL RECEIVABLES l6. BWRERE
The amount represents bill receivables which are not yet due at the end of the ZERBERNIMEARM ARG A IE
reporting period. The following is the aging analysis of bill receivables based on WERIE - AT ARG HRIZEDH
their time to maturities as at end of reporting periods: R FE] 2 71 89 R R HR 8 BR e D47
At At
30 June 31 December
2020 2019
720204 FA2019%F
6H30H 12A318
HK$'000 HK$'000
FHT TAET
Within 30 days 0B AR 10,065 8,832
31 to 60 days 3I1E60H 5,666 7,996
61 to 90 days 61290H 9,942 9,840
91 to 180 days 912 180H 6,829 28,208
181 to 365 days 181 &365H 3,443 677
35,945 55,553
Included in the bill receivables above amounting to approximately & A 3t #930,245,0007% 7T (20194F 12
HK$30,245,000 (31 December 2019: HK$39,549,000) had been endorsed for A31H 139,549,000/ 7T ) 2 & UL 2 #&
settling the trade payables for which the maturity dates of the bill receivables EEBERNENE SENRIE &
have not yet fallen due as at the end of the reporting period. Al bill receivables FREKREE 2 B8 B R RS BRE R
of the Group are with a maturity period of less than one year [E o AR E 2 AR ERE TR
R—FREIH-
TRADE RECEIVABLES AT FAIR VALUE THROUGH OTHER 17. ZERHEMEERSEEAFEIE

COMPREHENSIVE INCOME (“FVTOCI”)

Trade receivables from certain customers of the Group, whose contractual
cash flows represent solely payments of principal and interest, were factored to
reputable financial institutions under non-recourse factoring arrangement. The
Group's business model is therefore achieved both by collecting contractual cash
flows and selling of these assets. Such trade receivables was therefore classified as

financial assets carried at FVTOCI.

(TEBEMEE KSR A FES
fR1) 285 BYWKE

AEBETEPNESRURR (K
AEHNHREREE/INAERFE)
EEERERRLZHETRETEER
AR REE - FL ARENER
BEAEBUBMENRERERHEZ
FEEBELR NIt %FEH RN
R BRI EAEMCEZEBRA
JIRN S REE

BREEEERA T 51
2020F R HR SR &
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18.

52

TRADE RECEIVABLES AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (“FVTOCI") (CONTINUED)

As at 30 June 2020, the effective interest rates of the trade receivables at
FVTOCI ranged from 1.17% to 2.17% per annum (31 December 2019: 3.13%
to 4.35% per annum). Details of the valuation techniques and key inputs adopted
for their fair value measurements are disclosed in note 4. As at 30 June 2020
and 31 December 2019, the fair value changes on trade receivables at FVTOCI
are insignificant and accordingly, no fair value changes are recognised in equity as
FVTOC reserve.

17. BEBEMEERERAFEIE

(MEBHMEEWHE D FET
iR 2B 5 B (&)

202056 A30H  ERE M EE W
BAFEINENZEE ZHEBER
WEBEMENFEFIITSE2ITH
2 (2019F 128318 : §F3.13%=
435%) c E N HEETEMRMN 2 EE
FERF EE ABEFBER 347
¥ 5% - 102020F6 H308 K&2019F 12 A
3R EREMEEKERATET)

R EHRYGIEZ A FEZEIT T
BEXR At BENESEEARFE
PHLABBEMEEREE A TED
AR
TRADE AND OTHER PAYABLES B RAEMENRE
At At
30 June 31 December
2020 2019
20205 20194
6H30H 12H318
HK$'000 HK$'000
FHET TATT
Trade payables B 5 RN RIE 366,142 342,597
Other payables and accrued expenses HitbfEI B R EFTA X 134,047 189,922
500,189 532519
Less: Non-current deferred government grant R+ 3 B XE BT i Ab (1,467) -
498,722 532519

Included in the trade and other payables above amounting to HK$30,245,000
(31 December 2019: HK$39,549,000) had been settled by endorsed bills for
which the maturity dates of the bill receivables are not yet fallen due as at the

end of the reporting period (note 16).
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TRADE AND OTHER PAYABLES (CONTINUED) 18. BESRHEMENSRE (&)

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

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

each reporting period.

At At
30 June 31 December
2020 2019
720204 FA2019%F
6H30H 12A31H
HK$'000 HK$'000
FHT TAET
Within 30 days 0B AR 212,443 204,285
31 to 60 days 3I1E60H 79,644 94,940
61 to 90 days 61290H 34,124 19,081
91 to 180 days 912 180H 19,938 17,746
Over 180 days tB3E180H 19,993 6,545
366,142 342,597
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19. BILL PAYABLES 19. ENEE

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

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

period presented based on bills issue date:

At At
30 June 31 December
2020 2019
20205 F2019F
6H30H 12H31H
HK$’000 HK$'000
FET TET
Within 30 days 308 AR 1,855 6,107
31 to 60 days 31260H 8,464 11,639
61 to 90 days 61290H 800 6,48
91 to 180 days 91£180H 13,043 15712
Over 180 days iBi®I80H - 7710
24,162 47,649

20. UNSECURED BANK BORROWINGS 20. BIEFRITER
At At
30 June 31 December
2020 2019
720204 F2019%F
6H30H 12H318
HK$'000 HK$'000
FET TET
Term borrowings EHAIE R 312,322 376,992
Revolving borrowings BIREX 119,900 119,900
Trade borrowings B HER 184,610 119,332
Other borrowings HAith f§ - 6,639
616,832 622,863
Variable-rate borrowings TFENF AR 616,832 616,224
Fixed-rate borrowings TE ) AE K - 6,639
616,832 622,863
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL INFORMATION
A AR & 1 B 35 R B

UNSECURED BANK BORROWINGS (CONTINUED) 20.

Bank borrowings bear interest rates of 1.78% — 4.95% per annum (31
December 2019: 2.48% — 5.57% per annum). Variable-rate bank borrowings
carry interest with reference to Hong Kong Interbank Offered Rate, London
Interbank Offered Rates and Loan Prime Rate plus a specific margin of the
relevant banks and mature within one year As at 30 June 2020, the Group has
undrawn banking facilities amounted to HK$649,858,000 (31 December 2019:
HK$883,518,000).

B|IEFRTER (B

RATIE IR F M E1.78% — 4.95%
(2019F 12A31H : FF &2.48%—
557%) 5t B R BAERRITIERLZE
BB RITRAZEFREF X  RBERITRE
EREFERFEEERFEMERE
BRITHFEFBEHE - E—FR
B H - 7202056 A308 © A £ E A &
REVRTTRLE £649,858,00078 7T (2019
128318 :883518000/7T) °

SHARE CAPITAL 2. BA&
Number of
shares Amount
Ordinary shares of HK$0.| each BREENIBTINERR KRG EE X
HK$'000
FAT
Authorised: VERE
At | January 2020 and 30 June 2020 MR2020F 1 A1B &
202056 H30H 10,000,000,000 1,000,000
Issued and fully paid: EERITREE
At | January 2020 and 30 June 2020 R2020F 1 A 1B X
202046 H30H 1,750,002,000 175,000
SHARE OPTION SCHEMES 22. BREE

(i)  The Pre-IPO Share Option Scheme

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

Company.

() BRDAABENBRETS

R20135F 128138 AR AR
R —IBRERERTE ([ERA
HREANBERESE] -BR
NAEERIERETEA IR
fig{n B2EhEt 2l - BB E KRR
ZAEIETHEER2EEY
RAREEH AL 2 EH &Y
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22.  SHARE OPTION SCHEMES (CONTINUED) 22, BERESHE (E)
(i)  The Pre-IPO Share Option Scheme (Continued) () BXAMRBEANBRETS
(%)
Details of the Pre-IPO Share Option Scheme were disclosed in the BRAREENERETEH
consolidated financial statements for the year ended 31 December 2019. FIBEEEE2019F 128318 1k
All the options were fully vested on or before 31 December 2019. FENGE T ERRPRE AT
BRBIEER20I19F12831H
%2 B ERRE -
The following table discloses details of the movement of share options TREERBERAFEERN
granted to the Group's directors, senior management and employees BRETERTASREES &
under the Pre-IPO Share Option Scheme: REBABREIHEREN
SBER
Unaudited
KEER
Outstanding at Outstanding at ~ Outstanding at Outstanding at
| January 30 June | January 30 June
Options Exercise period 2019 Lapsed 2019 2020 Lapsed 2020
R0195 R019% R2020% A020%
IR 6A308 IAIR 6308
B fid ] HATTR BAM RATTER HALTE BAX M AT
(Note) (Note)
(W) (ML)
Tranche | 10 July 2014 - 10 July 2019 6,485,100 (8,000) 6477,100 - - -
Fit WI4ETAI10B 019577 108
Tranche 2 10 July 2015 - 10 July 2019 6,487,100 (8,000) 6,479,100 - - -
EoH WISETAI0BE0I95F7A 108
Tranche 3 10 July 2016 - 10 July 2019 6,487,100 (8,000) 6,479,100 - - -
E=# WIFTAI0RE019%7 A 108
Tranche 4 10 July 2017 - 10 July 2019 6,487,100 (8,000) 6,479,100 - - -
Fmit WITFTAI0BE0I9%F7A 108
Tranche 5 10 July 2018 - 10 July 2019 6,487,100 (8,000) 6,479,100 - - -
ESit A 0I8F7A 108 E2019%7 A 108
32433500 (40,000) 32393500 - - -
Note:  No (six-month period ended 30 June 2019: 3) eligible participants, PisE: #EEE (BIZE20195F6A30H

who have been granted share options have ceased to become eligible

participants upon termination of employment and the said share

options have automatically lapsed.
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22. SHARE OPTION SCHEMES (CONTINUED)

(ii)

The Post-IPO Share Option Scheme

On 4 March 2014, a share option scheme was conditionally adopted
by the shareholders of the Company (the "“Post-IPO Share Option

Scheme”).

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

31 December 2019.

22. fERERE (/)

(ii)

BRARBERBRESS

R2014FE3 A48 - AR RIIREA
G RN —TBERETE (8
RAFBELBRETE]) -

BRAHEERERETEE
FErRAEMASEBEFNZEH AR
AEFETHENEME RN
MELHEMIBFES IHEE
B2EERM—(ABIRAAT
RS - ERY SR HE
IR AR SRR s A S
B & F =B —E - femRal
MBEBBES T AAEENFT
mEMBE AT E-BRAFE
ERBRETINFBEEEHSE
2009F 2A3IBIEFENGEES
B 5 Rk R IR o
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22. SHARE OPTION SCHEMES (CONTINUED)

22. fERERE (/)

(i)  The Post-IPO Share Option Scheme (Continued) iy BXAMBRERBRES
(%)
The following table discloses details of the movement of share options TREERBERAFEER
granted to the Group's directors, senior management and employees BRETERTAREES &
under the Post-IPO Share Option Scheme: REBABREIHEREN
Unaudited
REEL

Outstanding at Outstanding at - Outstanding at Outstanding at

| January 30 June | January 30 June

Options Exercise period 2019 Lapsed 2019 2020 Lapsed 2020

1820195 R019%F  R2020F 120205

AR 6A30H I1AIA 6A308

BRE T HARTTEE BEAM  HATER  MRTE BAR  HATE

(Note) (Note)
(st (Fit3E)
Tranche | 26 January 2018 — 25 January 2023 13,350,000 (800,000) 12,550,000 12,550,000 (650,000) 11,900,000
Fit 20185F 1 F26H £2023F 1 A25H
Tranche 2 26 January 2019 - 25 January 2024 13,350,000 (800,000 12,550,000 12,550,000 (650,000) 11,900,000
e 2019%1 F26R 2202451 A25R
26,700,000 (1,600000) 25,100,000 25,100,000 (1,300,000) 23,800,000

Note: 2 (six-month period ended 30 June 2019: 3) eligible participants, who
have been granted share options have ceased to become eligible

participants upon termination of employment and the said share

options have automatically lapsed.

The Group did not recognise share-based expense for the six-month
period ended 30 June 2020 (six-month period ended 30 June 2019:
HKS$1 11,000) in relation to the Post-IPO Share Options granted by the

Company.
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23. COMMITMENT 23. &I
At At
30 June 31 December
2020 2019
20205 FA20194F
6H30H 12H318
HK$'000 HK$'000
FHET TATT
Capital expenditure in respect of acquisition of RWBEETOERNEREZEE
property, plant and equipment contracted for MBS ERBENYE BB R
but not provided in the condensed consolidated HENEARRAS
interim financial information 5,837 6,040
24. RELATED PARTY TRANSACTION 24. BELIRS
(i)  Related party transaction () BEFXRS

During the six-month period ended 30 June 2020 and 2019, the Group

had entered into the following related party transaction:

#H 220204 K20195E6 A30A 1F
NME A B AEBBE LA
BEIRS:

For the six-month period

ended 30 June

BZEcA30RLLAEANME
Relationship with the Group Nature of transactions 2020 2019
BEAKEEER RXEME 20206 20195
HK$’000 HK$'000
FHET TR
Fellow subsidiary of the Company Repayment of lease liabilities 4,149 3,545
ZANNCI Ny = NC] BRHEEARE
Fellow subsidiary of the Company Interest paid for lease liabilities 533 823
NN Ny NC] HEEBEMOFE

BRESEEARLT 59
2020F R HR SR &



NOTES TO THE CONDENSED CONSOLIDATED

INTERIM FINANCIAL INFORMATION
& BA AR & P 5 B 35 e B

(ii)

24. RELATED PARTY TRANSACTION (CONTINUED) 24 BAERXZ (HE)
Related party balance (iy BAEFER
The Group has the following balance with related parties as at 30 June 7202056 A308 KX2019%F 12 A
2020 and 31 December 2019, respectively 318 ANREEEEET NSRS
A
At At
30 June 31 December
Relationship with the Group Nature of balances 2020 2019
20205 120195
HEAKEBEER mERtE 6A30H 12A31H
HK$’000 HK$'000
FHET THETT
Fellow subsidiary of the Company Lease liabilities 11,811 15,725
EN/NSI Ny = PNC] HERE
In addition, certain trademarks owned by fellow subsidiaries of the gEoN - AE BN RESE AR E
Company were used by the Group free of charge during both periods. FEARRARRRMBARESE
METER
Compensation of key management personnel (i) EEEBAEBNFEE

60

(iii)

The remuneration of directors and other members of key management

during the reporting period was as follows:

EENHEMBTIEEEEKER
HEHOFMOT :

For the six-month period
ended 30 June

BZE6H308 LA A HR

2020 2019

20206 20194

HK$’000 HK$'000

TFHET FET

Salaries and allowances e koEah 4,858 5746
Retirement benefit schemes contributions RREFIFT B4R 45 72
Share based payment expense R AR - 34
4903 5,852
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