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FINANCIAL HIGHLIGHTS

For the six months ended 30 June 2020, the Group’s operating results

were as follows:

o Total revenue decreased by approximately 8.0% to approximately
RMB341.8 million (six months ended 30 June 2019: approximately
RMB371.4 million).

° Gross profit decreased by approximately 9.9% to approximately
RMB101.9 million (six months ended 30 June 2019: approximately
RMB113.1 million).

° Gross profit margin decreased by approximately 0.7% to
approximately 29.8% (six months ended 30 June 2019:
approximately 30.5%).

o Profit for the period attributable to owners of the Company
decreased by approximately 10.4% to approximately RMB14.9
million (six months ended 30 June 2019: approximately RMB16.7

million).

o The Board did not recommend the payment of an interim dividend
for the six months ended 30 June 2020 (six months ended 30 June
2019: nil).
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW

SANVO Fine Chemicals Group Limited (the “Company”) and its
subsidiaries (collectively, the “Group”) is a well established fine chemical
products manufacturer based in the People’s Republic of China (the
“PRC"). The Group focuses principally on the manufacture, research and
development, and sale of a diversified portfolio of fine industrial chemical
products, which can serve a range of purposes, including as hardware
and building materials and towards automotive maintenance. The Group’s
products can be broadly categorised into the following segments: (i)
aerosols, (i) organic silicone adhesives, (iii) synthetic adhesives, and (iv)
other miscellaneous products such as architectural coatings, oil products,

wood paints and others.

The Group has two principal lines of business operations, namely
the manufacture and sale of fine industrial chemical products: (i)
under the brands of “SANVO =#1" and “FullTeamZM ", and (i) on an
original equipment manufacturing (“OEM”) basis whereby products are
manufactured in accordance with the customer’s design and specification

and are marketed under the customer’s brand name.

The Group recorded revenue of approximately RMB341.8 million
for the six months ended 30 June 2020 (six months ended 30 June
2019: approximately RMB371.4 million), representing a decrease of

approximately 8.0% as compared to the same period in 2019.

The gross profit of the Group for the six months ended 30 June 2020
was approximately RMB101.9 million (six months ended 30 June
2019: approximately RMB113.1 million) and recorded a decrease of

approximately 9.9% as compared to the same period in 2019.

The profit and total comprehensive income for the six months ended 30
June 2020 attributable to owners of the Company were approximately
RMB14.9 million and RMB14.7 million, respectively (six months ended
30 June 2019: approximately RMB16.7 million and RMB16.6 million
respectively), representing a decrease of approximately 10.4% and 11.0%

as compared to the same period in 2019, respectively.

The basic earnings per share of the Company for the six months ended 30
June 2020 was approximately RMB3.6 cents (six months ended 30 June
2019: approximately RMB4.9 cents).
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MANAGEMENT DISCUSSION
AND ANALYSIS

As at 30 June 2020, the Group had 925 employees (31 December 2019:
881), including the executive directors of the Company. The Group’s total
employee benefit expenses (including remuneration of the Company’s
director (“Directors”) and salaries in research and development
expenses) were approximately RMB36.7 million for the six months ended
30 June 2020 (six months ended 30 June 2019: approximately RMB35.9
million). Employee benefit expenses comprised of (i) salaries, allowances
and benefits in kind, (ii) discretionary bonus, and (iii) retirement benefit
scheme contributions.

The recent outbreak of COVID-19 has a significant impact on global and
regional economy (i.e. currency fluctuation, temporary suspension of
operation and logistic arrangements and etc.). As a result, the Group’s
performance for both domestic and OEM markets have been negatively
affected in particular in the first half of 2020 as compared to the same
period in 2019, as a whole. The management expects that inventories will
need to be replenished and economic activities are expected to pick up
quickly following the outbreak in the second half of 2020.

The Group will continue focus on the development of (i) the domestic
sales network and overseas OEM customers and (ii) the production
site located at Shazi Industrial Park, Minzhong Town, Zhongshan City,
Guangdong, the PRC (the “MV Production Site”) in order to increase its
production capacity for aerosols related products.

FINANCIAL REVIEW
Revenue

The total revenue of the Group amounted to approximately RMB341.8
million for the six months ended 30 June 2020, representing a decrease
of approximately 8.0% from approximately RMB371.4 million for the six
months ended 30 June 2019. The decrease of revenue was mainly due
to the recent outbreak of COVID-19 which has a significant impact on
economy for both domestic and overseas market (i.e. OEM) in the first
half of 2020. Since most of the business activities in the PRC has been
progressively resumed from the second quarter of 2020, the Group
expects that the sales order level will be recovered in the second half of
2020 as compare to the second half of 2019.

Gross profit and gross profit margin

Gross profit of the Group amounted to approximately RMB101.9 million
for the six months ended 30 June 2020, representing a decrease of
approximately 9.9% from approximately RMB113.1 million for the six
months ended 30 June 2019.

The gross profit margin of the Group decreased from approximately
30.5% for six months ended 30 June 2019 to approximately 29.8% for the
six months ended 30 June 2020. The gross profit margin level for current
period was approximately the same compared to the same period in last
year.
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MANAGEMENT DISCUSSION
AND ANALYSIS

Other income and gains

Other income and gains of the Group increased from RMB495,000 for
the six months ended 30 June 2019 to RMB2,468,000 for the six months
ended 30 June 2020. The increase was mainly attributable to the increase
in interest income derived from IPO proceeds and the government

unconditional subsidies.
Selling and distribution expenses

Selling and distribution expenses of the Group decreased from
RMB48,843,000 for the six months ended 30 June 2019 to RMB42,919,000
for the six months ended 30 June 2020. The decrease was due to less
marketing activities engaged by the Group included advertising and

promotion activities as a result of COVID-19.
Administrative expenses

Administrative expenses of the Group increased from RMB37,628,000
for the six months ended 30 June 2019 to RMB39,965,000 for the six
months ended 30 June 2020. The increase was mainly due to the
increase in (i) staff salaries and allowances and (ii) corporate governance
and compliance related expenses. The Group has continued to deploy

resources to various compliance requirements for corporate governance.
Listing expenses

The Group incurred listing expenses of RMB6,583,000 for the six months
ended 30 June 2019 (six months ended 30 June 2020: Nil). These listing
expenses were recognised according to the stage of the professional

parties completed during the six months ended 30 June 2019.
Finance costs

Finance costs of the Group increased from RMB2,308,000 for the six
months ended 30 June 2019 to RMB3,708,000 for the six months ended
30 June 2020. The increase in finance costs was in line with the increase

in interest bearing bank borrowings.
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MANAGEMENT DISCUSSION
AND ANALYSIS

Income tax expense

Income tax expense of the Group increased from RMB1,576,000 for the
six months ended 30 June 2019 to RMB2,815,000 for the six months
ended 30 June 2020. The increase was mainly due to less tax deductible

expenses incurred.
Profit for the period

The Group’s profit for the six months ended 30 June 2020 was
approximately RMB14.9 million, representing a decrease of approximately
10.4% as compared to the profit for six months ended 30 June 2019 of
approximately RMB16.7 million.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital structure

The shares of the Company (the “Shares”) were successfully listed (the
“Listing”) on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 16 January 2020 (the “Listing Date”)
and there has been no change in capital structure of the Group since

then.
Liquidity and financial resource

The Group recorded net current assets of approximately RMB16.6
million as of 30 June 2020 (31 December 2019: net current liabilities of
approximately RMB74.3 million). The decrease in net current liabilities

was primarily due to increase in cash position subsequent to the Listing.

The current ratio, calculated by dividing the current assets by current
liabilities, was 1.06 as at 30 June 2020 (31 December 2019: 0.72).
The gearing ratio, calculated by dividing total interest-bearing bank
borrowings by equity of the Group, was 0.84 as at 30 June 2020 (31
December 2019: 1.48). The increase in current ratio and decrease in
gearing ratio of approximately 48% and 44%, respectively, was mainly
attributable to the (i) increase in cash position subsequent to the Listing
and (i) increase in total equity as a result of profit for the period of
approximately RMB14.9 million recorded for the six months ended 30
June 2020.
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MANAGEMENT DISCUSSION
AND ANALYSIS

TREASURY POLICY

The Group has adopted a prudent financial management approach
towards its treasury policy. The board of the Directors (the “Board”)
closely monitors the Group’s liquidity position to ensure that the liquidity
structure of the Group’s assets, liabilities, and other commitments can

meet its funding requirements all the time.

PRINCIPAL RISKS AND UNCERTAINTIES
Price of raw materials

Our production process requires reliable and stable sources of large
quantities of raw materials from third parties. We generally maintain a
certain level of inventory of our raw materials for future production or to
meet future demand according to our production plan and we do not have
hedging arrangements against fluctuations in raw material prices and
therefore we bear the risks associated with raw material cost fluctuations.
The pricing of our raw materials is also sensitive to supply disruptions,
general economic conditions, and many other factors that are beyond
our control. We expect the prices of some of our key raw materials may
increase in the future. If we are unable to reflect increases in the price
of raw materials efficiently or adequately in the selling prices of our
products, our cost base may increase, which may lead to a reduction in
our gross profit margin, and the operating results for our products may be

materially and adversely affected.
Market risks

The market in which we operate is highly competitive and fragmented.
Competitive factors include product quality, price, design and
development capability, timely delivery, valuable service, scale and
capacity, and efficiency. We face competition from existing and new
players in the fine industrial chemicals industry worldwide, including
numerous manufacturers in the PRC and elsewhere which offer similar fine
industrial chemical products at lower prices than we do, as well as other
enterprises which offer an increasing number of related products which

could be used as substitutes for our products.
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MANAGEMENT DISCUSSION
AND ANALYSIS

We expect competition in our industry to intensify in the future. There can
be no assurance that we can stay competitive due to improvements by our
competitors or other factors. To compete effectively, we may be forced,
among other actions, to reduce prices, provide more sales incentives
to customers and increase capital expenditures in our labour force,
plant, property and equipment. Any intensification of the competition or
failure by us to compete successfully with our competitors could have
an adverse impact on the demand for, and pricing of, our products, and
as a result, could result in a reduction of our market share and have an
adverse effect on our business, financial condition, results of operations

and prospects.
Compliance risks

Under relevant PRC laws and regulations, we are required to hold various
licences and permits in order to conduct our business. We are also
required to comply with applicable regulations and standards in relation
to our production and the quality of our products. These registrations,
licenses, permits and certificates may only be valid for a limited period of
time and may be subject to periodic reviews and renewal by the relevant
authorities. Failure to comply with these laws and regulations, or the
loss of or failure to renew our licences and permits or any change in the
government policies, could lead to temporary or permanent suspension
of some of our business operations or the imposition of penalties on
us, which could adversely affect our results of operations and financial

condition.
Interest rate risk

The Group’s fair value interest rate risk relates primarily to its fixed rate
bank deposits and borrowings. The Group currently does not use any

derivative contracts to hedge its exposure to interest rate risk.
Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations at the end of each
reporting period in relation to each class of recognised financial assets
is the carrying amount of those financial assets stated in the Group’s

condensed consolidated statement of financial position.

The Group’s credit risk is primarily attributable to its trade, bills and other
receivables. In order to minimise the credit risk, the Group’s management
continuously monitors the level of exposure to ensure that follow-up action
is taken to recover overdue debts. In this regard, the Directors consider

that the impact to the Group’s credit risk is insignificant.
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MANAGEMENT DISCUSSION
AND ANALYSIS

Liquidity risk

The Group’s management monitors the Group’s cash flow positions on a
regular basis to ensure the cash flows of the Group are closely controlled.
The Group aims to maintain flexibility in funding by keeping committed

credit lines available and issue of new ordinary shares.

BANK BORROWINGS AND PLEDGE OF ASSETS

As at 30 June 2020, the Group had interest-bearing bank borrowings of
RMB147,916,000 (31 December 2019: RMB124,810,000). The interest rate
of the relevant banking borrowings was charged in the range of 3.08%
to 6.47% per annum for the six months ended 30 June 2020 (six months
ended 30 June 2019: 5.88% to 6.47%).

As at 30 June 2020, a portion of the Group’s bank deposits amounting
to RMB51,877,000 (31 December 2019: RMB23,000,000) were pledged
as collaterals for, amongst others, issues of bills payable for the Group’s
purchase of raw materials, other credit facilities and guarantee to

complete construction work for the leasehold land acquired.

At the end of each reporting period, the Group’s interest-bearing bank

borrowings were secured by the following assets:
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As at 31 December 2019, the Group’s interest-bearing bank borrowings
were also secured by the properties of Mr. Chen Binggiang (“Mr. Ernest
Chen”) and Mr. Chen Bingyao (“Mr. Leo Chen”). At the end of March
2020, the interest-bearing bank borrowings secured by properties of Mr.

Ernest Chen and Mr. Leo Chen were fully released.

As at As at

30 June 31 December

2020 2019

—EC%F —ThF

AA=tRH TZA=t—H

RMB’000 RMB’000

AREFT AREFT

— 37,967

87,682 89,093

— 16,406
—NF+ZA=+—B  AEEZHEIRITERT
P BRI 58 o A ([ BRAR SR S8 4 |) R R e o 4 ([ BRIR R 5t
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ADDITIONAL INFORMATION

REVIEW OF INTERIM FINANCIAL STATEMENTS

The Company has established an audit committee (the “Audit
Committee”) with written terms of reference in compliance with Rule 3.21
of the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rule”) and the CG Code and Corporate Governance Report
as set out in Appendix 14 to the Listing Rules.

The Audit Committee comprises three independent non-executive
Directors, namely Mr. Yeung Chun Yue David (Chairman), Ir. Daniel Lai
and Mr. Xu Kai. The primary duties of the Audit Committee are, among
others, to review and supervise the Group’s financial reporting process
and internal controls. In each Audit Committee meeting, the Audit
Committee was supplied with the necessary financial information of the
Group for members to consider, review and access significant issues

arising from the work conducted.

The unaudited condensed consolidated interim financial statements of
the Group for the six months ended 30 June 2020 has been reviewed
by the Audit Committee. The Audit Committee and the management
of the Company were satisfied that the Group’s unaudited condensed
consolidated interim financial statements were prepared in accordance
with applicable accounting standards and fairly present the Group’s
financial position and results for the period and that adequate disclosures

had been made according to the applicable rules and regulations.

INTERIM DIVIDEND

The Board did not recommend the payment of an interim dividend for the
six months ended 30 June 2020 (for the six months ended 30 June 2019:

nil).

CONTINGENT LIABILITIES AND LITIGATION

The Group did not have any material contingent liabilities and litigation as

at the date of this report.
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ADDITIONAL INFORMATION

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is dedicated to reducing its impacts to the environment from
its factories and offices through mitigating the environmental pollutions
and utilising resource efficiently. The Group strives to comply with related
environmental laws and legislations, and continual improvement on its
performance. For details, please refer to the Environmental, Social and
Governance Report for the year ended 31 December 2019 issued by
the Company dated 24 April 2020 (the “Environmental, Social and

Governance Report”).

KEY RELATIONSHIPS WITH ITS EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group strives to maintain a good relationship with its employees,
customers and suppliers. For more details on how it creates a motivated
workplace for its employees, produce quality products to satisfy its
customers’ expectations and, establish long-term relationships with its
suppliers, please refer to the Environmental, Social and Governance
Report.

COMPLIANCE WITH LAWS AND REGULATIONS

During the six months ended 30 June 2020, the Group was not aware of
any non-compliance with any relevant laws and regulations that has a

significant impact on it.

FUTURE PLANS FOR MATERIAL INVESTMENTS

The Group will continue to invest in its development projects and acquire
suitable plant and machinery, as and when it thinks fit. These investments
will be funded by internal resources of the Group, external equity
financing and/or borrowings and net proceeds from the share offer. Save
as disclosed in the prospectus of the Company dated 27 December 2019
(the “Prospectus”) and in this report, the Group did not have any future

plans for material investments as at the date of this report.
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ADDITIONAL INFORMATION

USE OF PROCEEDS

On the Listing Date, 90,000,000 ordinary shares with a par value of
HK$0.01 each of the Company were issued at a price of HK$1.30 per
share by way of share offer (the “Share Offer”). The net proceeds
received by the Group from the Share Offer after deducting the related
underwriting commissions and other listing expenses, were approximately
HK$75.2 million (the “IPO Proceeds”). The IPO Proceeds are intended to
be utilised in accordance with the proposed application as set out in the
section headed “Future Plans and Use of Proceeds” in the Prospectus. As

at the date of this report, the utilisation of the IPO Proceeds is as follows:
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Amount
utilised
Allocation during the Remaining
as six months balance
disclosed ended as at
in the 30 June 30 June
Prospectus 2020 2020
REZE
it 223 i
AA=THIE nl- k33
RERERS AMEAZ AHA=+H
BENSER CBHANLE ZERE
HK$'000 HK$'000 HK$'000
FET FET FET
Investment in new manufacturing facility at the MV MMV EEEM 7 ST EERE 2 1RE
Production Site 60,200 1,076 59,124
Sales and marketing activities to enhance brand RAAESBERTBEREIN REEEZHE R
recognition in the PRC and overseas MG EEE 7,500 480 7,020
Working capital and other general corporate purpose “EE4&NMET—REOEME 7,500 3,595 3,905
Total Fobc] 75,200 5,151 70,049

As at the date of this report, the unutilised proceeds were placed in
interest-bearing deposits with authorised financial institutions or licensed
banks in Hong Kong and the PRC. The Directors regularly evaluate the
Group’s business objective and may change or modify plans against the
changing market condition to ascertain the business growth of the Group.
From the Listing Date up to the date of this report, the Board considered
that no modification of the use of proceeds described in the Prospectus

was required.
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ADDITIONAL INFORMATION

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

The Company is committed to maintaining a high standard of corporate
governance practices as we believe that effective corporate governance
practices are able to (i) enhance management effectiveness and
efficiency; (ii) increase the transparency of the Group; and (iii) enhance
risk management and internal control of the Group, and are fundamental to
safeguarding the interests of its shareholders and other stakeholders, and

to enhancing shareholder value.

In the opinion of the Board, throughout the six months ended 30 June
2020, the Company has complied with the code provisions (the “Code
Provisions”) set out in the Corporate Governance Code under Appendix

14 to the Listing Rules, except for the following deviation:

Code Provision A.6.7 stipulates that independent non-executive Directors
of the Company should attend general meetings to gain and develop a
balanced understanding of the views of shareholders. Mr. Xu Kai, being
an independent non-executive Director, was not able to attend the annual
general meeting of the Company held on 18 June 2020 (the “AGM”) due
to arrangement and policies adopted by the HKSAR in relation to the
COVID-19, that the transportation links and border checkpoints connecting
Hong Kong with the PRC have been shut down. However, the Company
has reported on the items discussed at the AGM and the feedback from the

shareholders to Mr. Xu Kai for his attention.

Code Provision A.2.1 stipulates that the roles of chairman and chief
executive should be separate and should not be performed by the same
individual. Mr. Ernest Chen is the chairman of the Board and the chief
executive officer of the Company. In view of that Mr. Ernest Chen has been
assuming day-to-day responsibilities in operating and managing the Group,
the Board believes that with the support of Mr. Ernest Chen’s extensive
experience and knowledge in the business of the Group, vesting the roles
of both chairman and chief executive officer of the Company in Mr. Ernest
Chen strengthens the solid and consistent leadership and thereby allows
for efficient business planning and decision which is in the best interest to
the Group. The Directors consider that the deviation from Code Provision
A.2.1 is appropriate in such circumstances. Notwithstanding the above,
the Board is of the view that this management structure is effective for
the Group’s operations, and sufficient checks and balances are in place.
The Directors are committed to achieving high standards of corporate
governance with a view to safeguarding the interests of the Company and
its shareholders as a whole. The Board will continue to review and consider
segregating the roles of chairman of the Board and the chief executive
officer of the Company at a time when it is appropriate and suitable by

taking into account the circumstances of the Group as a whole.
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ADDITIONAL INFORMATION

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS

The Company has adopted the model code as set out in Appendix 10 to
the Listing Rules (the “Model Code”) to regulate the dealings of Directors
of the Company in the Group’s securities. Upon specific enquiries made
by the Company, all Directors have confirmed their compliance with the
Model Code during the six months ended 30 June 2020.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

The Company has not redeemed any of its securities during the six
months ended 30 June 2020. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s securities

during the six months ended 30 June 2020.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

At 30 June 2020, the interests and short positions of the Directors and
chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFO")), which were required (a) to be notified to the Company and The
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they were taken or deemed
to have under such provisions of the SFO); or (b) to be and were entered
in the register required to be kept by the Company pursuant to section
352 of the SFO; or (c) as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in Appendix 10 to the

Listing Rules, were as follows:
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Approximate
percentage of
shareholding

Name of Director(s)/Chief executive
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Mr. Chen Binggiang
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Capacity/nature of interest

5%/ ERnE

Interest of controlled corporation

REEEE S ER

Number and
class of
Shares
(Note 1)

Relevant company
(including associated
corporation)
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Sanvo Fine Chemicals Limited 314,000,000

(Note 2)
Sanvo Fine Chemicals Limited

(Bt 2)

in the total
issued share
capital of the
Company
HAAT 2
BRITRA
BAKRES DL

73.45%
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Notes: et -

1. All the above Shares are held in long position. 1. FMFTERMDIEITERE -

2. Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang. Mr. 2. Sanvo Fine Chemicals Limited HRFABE L EHEH ©
Chen Binggiang is deemed to be interested in the 314,000,000 Shares held BIEFESH RBAE KA - BREE LA HER %R Sanvo Fine
by Sanvo Fine Chemicals Limited pursuant to the SFO. Chemicals Limited #%.2 314,000,000 A% f% 15 FF #E B #E25 -

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND FTERRRROSEEROTFEENRER AR

SHORT POSITIONS IN SHARES OR UNDERLYING

SHARES

As at 30 June 2020, to the best knowledge of the Directors, the following RZZZTFAA=1TH  MEFAA - U TALRE

interests and short position of 5% or more of the issued share capital of NEIEBITIRAF - BEIRRBES LEERHIZE 336 &K

the Company were recorded in the register of interests required to be NEVBEFE 2B MATa s 2 5% kA B RAE -

kept by the Company pursuant to Section 336 of the SFO: AR

Approximate
percentage of
shareholding

Number and in the total
class of issued share
Shares capital of the
Name of shareholder(s) Capacity/nature of interest (Note 1) Company
ERDEZH
B8 A & & BRTRE
B SR 59/ REtE (Hat 1) BRRES 2L
Sanvo Fine Chemicals Limited Beneficial owner 314,000,000 73.45%
Sanvo Fine Chemicals Limited ERBEAA
Ms. Liang Yinsheng (Note 2) Interest of spouse 314,000,000 73.45%
RRETL(HEE 2) Ao (B as
Notes: Hiat :
1. All the above Shares are held in long position. 1. IR ARG TE A o
2. Ms. Liang Yinsheng, the spouse of Mr. Chen Binggiang, is deemed to be 2. BRI BB R LTI AR R IHR L A A B E T
interested in the 314,000,000 Shares held by Mr. Chen Binggiang through his %@ Sanvo Fine Chemicals Limited #75 #) 314,000, OOOHQHQ
controlled corporation, Sanvo Fine Chemicals Limited. PR o
Save as disclosed above, as at 30 June 2020, the Directors have not been B EXFIEEEN R E_ZFFEXA=1+H B0 E
notified by any persons who had interests or short positions in the shares BT ATEBS E‘ETEEAZK& R 15 sk AE BB B 15 A 4
or underlying shares which would fall to be disclosed to the Company ﬁ@xn SORE  MBREBASALEEEMEXVIE2 R
pursuant to Division 2 and 3 of Part XV of the SFO, or as recorded in the 3DEMAATEE - B ELS RIS IRHIE 336 1§
register required to be kept by the Company pursuant to Section 336 of Eaﬁggz]gAajZ%ﬁgaﬂﬁ o

the SFO.
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ADDITIONAL INFORMATION

SHARE OPTIONS
SHARE OPTION SCHEME

The following is a summary of the principal terms of the Share Option
Scheme conditionally adopted by the written resolutions of our
Shareholders passed on 13 December 2019. The terms of the Share
Option Scheme are in compliance with the provisions of Chapter 17 of the
Listing Rules.

Purpose

The Share Option Scheme is a share incentive scheme and is established
to recognise and acknowledge the contributions the Eligible Participants
(as defined below) have had or may have made to the Group. The Share
Option Scheme will provide the Eligible Participants an opportunity to
have a personal stake in the Company with the view to achieving the

following objectives:

(i motivating the Eligible Participants to optimise their performance

efficiency for the benefit of the Group; and

(i)  attracting and retaining or otherwise maintaining on-going business
relationships with the Eligible Participants whose contributions are

or will be beneficial to the long-term growth of the Group.
Eligible Participant

The Board may, at its discretion, offer to grant an option to subscribe for
such number of new Shares as the Board may determine at an exercise
price determined in accordance with paragraph below to the following

persons (“Eligible Participants”):

(i) any full-time or part-time employees, executives or officers of the

Company or any of its subsidiaries;

(i) any Directors (including non-executive Directors and independent

non-executive Directors) of the Company or any of its subsidiaries;

(i) any advisers, consultants, suppliers, customers and agents to the

Company or any of its subsidiaries; and

(iv)  such other persons who, in the sole opinion of the Board, will
contribute or have contributed to the Group, the assessment criteria

of which are:

(aa) contribution to the development and performance of the

Group;
(bb) quality of work performed for the Group;
(cc) initiative and commitment in performing his duties; and

(dd) length of service or contribution to the Group.
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ADDITIONAL INFORMATION

Maximum number of shares

The maximum number of Shares pursuant to which options may be
granted under the Share Option Scheme shall not exceed 42,750,000
Shares, which represented 10% of the then issued share capital of the
Company as at the Listing Date and the date of this report. This limit may
be renewed at any time provided that the new limit must not exceed 10%
of the total number of Shares in issue as at the date of the Shareholders’

approval for the renewal.

Notwithstanding anything to the contrary in the Share Option Scheme,
the Shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme and any
other share option schemes of the Company at any time must not exceed
30% of the Shares in issue from time to time. No options may be granted
under any schemes of the Company if such grant will result in this 30%

limit being exceeded.
Maximum entitlement of each Eligible Participant

The total number of Shares issued and which may fall to be issued upon
exercise of the options granted under the Share Option Scheme and
any other share option schemes of the Company (including exercised,
cancelled and outstanding options) to each Eligible Participant in any
12-month period up to the date of grant shall not exceed 1% of the Shares

in issue as at the date of grant.
Time of exercise of option and duration of the Share Option Scheme

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time after the date upon which the option is
deemed to be granted and accepted and prior to the expiry of ten years
from that date. The minimum period for which an option must be held
before it can be exercised will be determined by the Board in its absolute
discretion, save that no option may be exercised more than ten years after
it has been granted. No option may be granted more than 10 years after
the date of approval of the Share Option Scheme by the Shareholders of
the Company on 13 December 2019 (the “Adoption Date”). Subject to
earlier termination by the Company in general meeting or by the Board,
the Share Option Scheme shall be valid and effective for a period of 10

years from the Adoption Date.

20207 AR & Interim Report .
B bn & #

ROEE LR

BEERE ST R E O BREMY RARGHEE LR
B LETHBARAREARARREREEITREAZ
10% - B142,750,000 ik f& 7 » % R AT BERS S 3T 7E 5E -
R RS HBR R ES B EBITIRHEE 2 10% °

BEBREAEBEEMERRE - BEBRESERAR
R ME BB SIE E B M RITER A MARTTE
BRERITHERIEEITORG - EEABEHTEB
WK B BEITIRN Z 30% o fi 5% T fE I 4G B 306 H it
30% EBR + BITBIRIEA R RIE MG SR T R BERE

AEEEERSRERNBRENHE LR

REMI2EASREEZ RERERE R HREBRZES
RARREAETERESSNEREERZEER TN
BRBEITERMEHTRAURATEITORNER(E
HRETE  EEERRARTENBRE) MEEANEH
B #ITRD 1% o

ITERBRENSERERET SR

BRETREREEREREREEMNEBEREE AR
FHTEEmAT - BER R R AR ST B IR T o BARE
AR AR B R M EESS2EMNEEE -
EEREN R BB 10FEBTAIITE - BIREBTS
RARRBREE=ZZT—NF+ZA+=BHEBEREE
ER(HRMBBDBEBI0OFERL - RIFARARBKE
REREZSRFLRILE - DRIERES B 5RM B AR
10 BB RAER -




. 20207 AR % Interim Report

ADDITIONAL INFORMATION

Acceptance of an offer of options

An option shall be deemed to have been granted and accepted by the
grantee when the duplicate offer document constituting acceptance of the
options duly signed by the grantee, together with a remittance of nominal
consideration of HK$1.00, is received by the Company on or before the
relevant acceptance date. Such payment shall in no circumstances be
refundable. Any offer for grant of an option to subscribe for Shares may
be accepted in respect of less than the number of Shares for which it is
offered provided that it is accepted in respect of a board lot for dealing
in Shares on the Stock Exchange or an integral multiple thereof and such
number is clearly stated in the duplicate offer document constituting

acceptance of the option.
Basis of determining the exercise price

The subscription price of a Share in respect of any particular option
granted under the Share Option Scheme shall be such price as the Board
in its absolute discretion shall determine, save that such price will not be
less than the highest of:

(i the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant, which must be a day
on which the Stock Exchange is open for the business of dealing in

securities;

(i)  the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days

immediately preceding the date of grant; and
(iii) ~ the nominal value of a Share.

No option was granted, exercised, cancelled or lapsed under the Share
Option Scheme for the six months ended 30 June 2020 and there was no

outstanding share option as at 30 June 2020.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in this report, at no time during the six months ended
30 June 2020 was the Company, its holding company, fellow subsidiaries
or subsidiaries a party to any arrangements to enable the Directors to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate, and none of the Directors,
or any of their spouse or children under the age of 18, had any right to
subscribe for equity or debt securities of the Company or any other body

corporate or had exercised any such right.
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ADDITIONAL INFORMATION

PARTICULARS OF THE DIRECTORS’ SERVICE
CONTRACTS

As at 30 June 2020, none of the Directors had entered or was proposing
to enter into a service contract with the Company or any member of the
Group which is not determinable within one year without payment or

compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the six months ended 30 June 2020, none of our Directors or
their respective close associates (other than members of our Group) has
any interest in a business, apart from the business of our Group, which
competes or likely compete, either directly or indirectly, with the business
of the Group which would require disclosure under Rule 8.10 of the Listing

Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in this report, neither the Directors nor any entity
connected with the Directors had a material interests, whether directly or
indirectly, in any transactions, arrangements or contracts of significance
to which the Company, its holding company, or any of its subsidiaries or
fellow subsidiaries was a party subsisting during or at the end of the six
months ended 30 June 2020.

CHANGE IN INFORMATION OF THE DIRECTORS

During the six months ended 30 June 2020, there were no material
changes of the information of the Directors that required to be disclosed

pursuant to Rule 13.51B(1) of the Listing Rules.

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITIONS
AND DISPOSALS OF THE SUBSIDIARIES AND
ASSOCIATED COMPANIES

During the six months ended 30 June 2020 and up to the date of this
report, the Group did not hold any significant investment and had
no material acquisition or disposal of its subsidiaries and associated

companies.
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ADDITIONAL INFORMATION

SIGNIFICANT EVENTS AFTER REPORTING PERIOD

No significant events affecting the Group have occurred since the end of

the six months ended 30 June 2020 and up to the date of this report.

PUBLICATION OF THE INTERIM REPORT

This interim report will be published on the website of each of the Stock
Exchange (www.hkexnews.com.hk) and the Company (www.sanvo.com)

and will be dispatched to the shareholders of the Company in due course.

By Order of the Board

SANVO Fine Chemicals Group Limited
Chen Binggiang

Chairman

Hong Kong, 28 August 2020
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CONDENSED CONSOLIDATED STATEMENTOFPROFIT  fHH4AZ S BB EZRH T2 EH
OR LOSS AND OTHER COMPREHENSIVE INCOME = 5=

Six months ended 30 June
2020 2019
—E-®F  —ENF

BEAA=1tHLEREAR
Note Unaudited Audited
Bzt RGEST S

RMB’000 RMB'000
AREFT  ARETT

Revenue W= 4 341,788 371,354
Cost of sales SHE R (239,915) (258,235)
Gross profit EF 101,873 113,119
Other income and gains AN IN S € 4 2,468 495
Selling and distribution expenses SHE RICHAT (42,919) (48,843)
Administrative expenses TERAX (39,965) (37,628)
Listing expenses FTR% — (6,583)
Finance costs BE M AR 6 (3,708) (2,308)
Profit before income tax BRFT1S B AT &R 7 17,749 18,252
Income tax expense FTERFAX 8 (2,815) (1,576)
Profit for the period AAREE AELRL

attributable to the owners of the Company HEF 14,934 16,676
Other comprehensive income/(loss) Hez@aks/ (BR)
Item that will not be reclassified subsequently to profit or loss: HEETEEHHEEERZER ¢
Exchange differences arising on translation MEEEZERER (188) (99)
Total comprehensive income for the period AT HEE AELNL

attributable to the owners of the Company HRAZEKEEE 14,746 16,577
Earnings per share attributable to the owners of the EATREEABEEREF

Company

Basic and diluted (RMB cents) HARES(ARKS) 9 3.6 4.9
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CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL POSITION

B4R S B IR R R

As at As at
30 June 31 December
2020 2019
i
i —T-NF
—g-25 +=4
AB=+H =+—H
Note Unaudited Audited
Kzt RGEG REE
RMB’000 RMB’000
ARKFT AREFr
ASSETS AND LIABILITIES BEERERE
Non-current assets FRBEE
Property, plant and equipment M3 - R k& 11 128,037 117,145
Right-of-use assets hREEE 92,192 94,278
Prepayments for acquisition of property, WM - BE REEL
plant and equipment SENE ] 12 10,553 10,695
Deferred tax assets RERIBEEE 16 47 96
230,829 222,214
Current assets REBEE
Inventories FE 53,085 57,007
Trade and bills receivables, other receivables and BHREBREWFIA - HeRKHE
prepayments RIENHIE 12 74,201 91,364
Pledged bank deposits BEEARITER 13 51,877 23,000
Cash and cash equivalents ReRAELEEY 126,927 16,468
306,090 187,839
Current liabilities wREBEE
Trade and bills payables, accruals, contract liabilities B REBRENKIE B ER -
and other payables EHEBEREEEMNTIE 14 198,456 186,822
Lease liabilities HEAE 1,605 1,635
Interest-bearing bank borrowings FTERITER 15 86,959 71,047
Tax payables FEfTT%IE 2,436 2,604
289,456 262,108
Net current assets/(liabilities) REBEEFE(AEFHE) 16,634 (74,269)
Total assets less current liabilities BELERRBARE 247,463 147,945
Non-current liabilities FnBeE
Lease liabilities HEAE 3,379 3,938
Interest-bearing bank borrowings TERITER 15 60,957 53,763
Deferred income BT A 1,704 1,723
Deferred tax liabilities RERIEEE 16 4,143 3,945
70,183 63,369
Net assets BEEFE 177,280 84,576
CAPITAL AND RESERVES BAR ARG
Share capital AR 17 3,792 —
Reserves i 173,488 84,576
Total equity EREE 177,280 84,576

* Less than RMB 1,000

* DLRA K 1,000 T
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CONDENSED CONSOLIDATED EHGSEEREH X
STATEMENT OF CHANGES IN EQUITY

Share Share Capital ~ Translation Other Retained Total
capital premium reserve reserve reserves earnings equity

Bx  BHEE  EXBE  EXBE  HeRR  RiRE  RndE
RMB000 ~ RMBOOO  RMBOOO ~ RMBOOO  RMBOOO  RMBOOO  RMBIOO
ARRTE  ARETL  ARETL  ARETL  ARETL  ARETT  ARETZ

Balance at 1 January RZZ-FF-F-H &5 (85

2020 (Audited) - 12,560 33,184 (128) 15,763 23,197 84,576
Profit for the period B - - - - — 14,934 14,934
Other comprehensive loss: Hp2EERE:

Exchange differences arising on HEEE/ENAE

translation — — — (188) - — (188)
Total comprehensive (loss)fincome for the B2 E(ER)/ KLz

period - - - (188) - 14,934 14,746
Capitalisation of shares RERL 2,99 (2.994) - - - - -
Issuance of shares pursuant to the FiERE T

Listing (net of listing related (B EIRBEERR)

expenses) 798 86,517 — — - — 87,315
Appropriation to safety reserve ERERLGH - = = = 2,851 (2.851) -
Appropriation to statutory surplus reserve  EREETRAEE - - - - 638 (638) —
2019 final dividend ZE-NERERE - (9,357) - = — — (9,357)
Balance at 30 June 2020 (Unaudited) ~ W=T-FFRAZTAZER(KERT) 3792 86,726 33,184 (316) 19,252 34,642 177,280
Balance at 1 January RIF-NE-R-BzEH(E5:)

2019 (Audited) - 12,560 — 188 10,966 4,059 21,173
Prolfit for the period gt - - - - - 16,676 16,676
Other comprehensive logs: Hp 2ERHR -

Exchange differences arising on HEEEZERES

translation - = = (99) = = (99)
Total comprehensive (loss)income for MR E(ER) /W8

the period — — — (99) — 16,676 16,577
Appropriation to safety reserve ERETRHE - - - - 4,042 (4,042) =
Utllisation of safety reserve HEZLHE - - = = (928) 928 -
Appropriation to statutory surplus reserve  ERZEERHEE - = = = 921 (921) -
Balance at 30 June 2019 (Audited) REE-NEAB=THZEH (ST = 12,560 = 89 15,001 16,700 44,350

* Less than RMB1,000 * LRAE® 1,000
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CONDENSED CONSOLIDATED EH4ABELHER
STATEMENT OF CASH FLOWS

4

Six months ended 30 June

2020 2019
- = —= ﬁ :gfﬁfi
BEAA=THLAEA
Unaudited Audited
REE EEE
RMB’000 RMB’000
AE¥Fr AEEFT
Cash flows from operating activities ReTHoRERE
Cash generated from operations HEMERE 49,213 35,456
Income tax paid BRFEE (2,189) (2,646)
Net cash generated from operating activities RETBHHERLTE 47,024 32,810
Cash flows from investing activities RETBH EERE
Bank interest received BUERITH S 750 151
Proceeds from disposal of property, plant and equipment HENE - BERSEZEHE — 121
Payments for acquisition of property, plant and equipment WHEME -« BE REZE2 TR (12,469) (19,218)
Increase in pledged bank deposits BERBIEZEM (28,877) (695)
Net cash used in investing activities REFHMARLTE (40,596) (19,641)
Cash flows from financing activities BMEFHZRER
Issuance of shares pursuant to the Listing EmERES
(net of listing related expenses) (B EMAREE é) 87,315 =
Proceeds from interest-bearing bank borrowings FTEBTER BN 107,675 42,953
Repayments of interest-bearing bank borrowings BEFBRITER (84,569) (28,851)
Advances from a director —ZEZBH — 4,254
Payment of lease liabilities HEBERE (751) (1,035)
Interest paid ERFS (5,451) (3,352)
Net cash generated from financing activities REZBHERERE 104,219 13,969
Net increase in cash and cash equivalents BERBREEEMENFE 110,647 27,138
Cash and cash equivalents at beginning of the period HORe RAESZEN 16,468 18,818
Effect of foreign exchange rate changes Exgg g2 (188) (99)

Cash and cash equivalents at end of the period HRESRBALSEN 126,927 45,857
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NOTES TO THE CONDENSED CONSOLIDATED S FE4R 4 B F& R R M T

FINANCIAL STATEMENTS

CORPORATE INFORMATION

SANVO Fine Chemicals Group Limited (the “Company”, together
with its subsidiaries, the “Group”) was incorporated as an exempted
company and registered in the Cayman Islands with limited liability
under the Companies Law Chapter 22 of the Cayman lIslands on
12 April 2018. The registered office of the Company is located at
PO Box 1350, Clifton House, 75 Fort Street, Grand Cayman KY1-
1108, Cayman lIslands. The Company’s headquarters and principal
place of business in the People’s Republic of China (the “PRC”)
is located at Dacen Industrial Park, Huangpu District, Zhongshan
City, Guangdong, the PRC and the Company’s principal place of
business in Hong Kong is located at 5/F., 349 Hennessy Road,
Wanchai, Hong Kong. The shares of the Company were listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 16 January 2020 (the “Listing Date”) (the
“Listing”).

The Company is an investment holding company. The principal
activities of the Group are researching, developing, manufacturing
and sales of hardware and building materials and automotive

maintenance industrial chemical products in the PRC.

BASIS OF PREPARATION

This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”),
including compliance with International Accounting Standard
(“IAS”) 34, Interim financial reporting, issued by the International
Accounting Standards Board (the “IASB”). It was authorised for
issue on 28 August 2020.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2019 annual financial

statements.

The preparation of an interim financial report in conformity with
IAS 34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to

date basis. Actual results may differ from these estimates.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

R BA 4R S B 35 Rk Y &

BASIS OF PREPARATION — continued

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Group since the 2019 annual
financial statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for full set of financial statements prepared in accordance

with International Financial Reporting Standards (“IFRSs”).

The financial information relating to the financial year ended 31
December 2019 that is included in the interim financial report
as comparative information does not constitute the Company’s
annual consolidated financial statements for that financial year
but is derived from those financial statements. Statutory financial
statements for the year ended 31 December 2019 are available
from the Company’s registered office. The auditors have expressed
an unqualified opinion on those financial statements in their report
dated 24 April 2020.

Going concern assumption

In preparing the financial statements, the Directors have considered
the Group’s sources of liquidity and believe that adequate funding
is available to fulfil the Group’s debt obligations and capital
expenditure requirements. Accordingly, the consolidated financial
statements have been prepared on a basis that the Group will be

able to continue as a going concern.

AR M R EEH B G REA W BRER REEEH
AT - MERRE THRAREE T NFZF
EHBBRERARZHBRRARKBEZHNEBEK
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R DR BUBHRRRELZ —IABEEFR -

AP BHREMBER/LBERZBE_F—N
F+ZA=tT B ULFRFEZHBEERLTHEK
ARBRZIBRFENFEGEAMBERER - MR
BREMBHRE BE_T-NFT_A=+—H
LTFEZEEMBHRRARARRZEMPERE
B - ZBAEREMA-T-_SFMA-TMAZ
BEFAZEMBHRRIEFLBREER -

FERE 2BR

ERRVBERE  EFCERAKEZADES
KR BEARBEERRNESHEEREHMNE
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

ADOPTION OF NEW OR REVISED IFRSs

The adoption of the revised IFRSs that are relevant to the Group
and effective from the current period had no significant effects
on the consolidated financial position and consolidated financial

performance of the Group for the current period and prior years.

At the date of authorisation of the condensed consolidated financial
statements, the Group has not early adopted any new and revised
IFRSs that have been issued but are not yet effective for the current
period. The Group has already commenced an assessment of the
related impact of adopting the above new and revised IFRSs. So far,
the Directors have concluded that the new and revised IFRSs will be
adopted at the respective effective dates and the adoption of them
is unlikely to have a significant impact on the Group’s consolidated

financial position and consolidated financial performance.

REVENUE AND OTHER INCOME AND GAINS

Revenue from the Group’s principal activities, represents revenue
derived from the sales of hardware and building materials and

automotive maintenance industrial chemical products. Revenue and
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R BA AR S B 35 Rk Y &

3. BRAVETRT SRR BIPR B RS 3R S 22 Al

PRAN BN S E AR RN B AN B A R RIS RT B R
BRELER  HAEEAAELBEFEZ2HEEY
BIRRARGREMBRALBERNEATE -

REPGEFBREARERY  AEELEEFK
AN AR 2 2B A 1B 1) R A HA R AR R 2 i AT AR B AT
R TERE AR o AEE S FHAFHERA L
FIRARIERT BRI G REER 2 HATE - 25
BEE2Em AN RRETBRYBREERHR
BEMBHRG  MERKTAIEHAEEZHE
MR RIR A M RBAERBEAZE -

4. WHERUARETERARKE
AEBIBEBZWRIEHEDSEN KTEE®
CIERABES BE-_Z2_ZFR_Z-NF
NAZTHAEANEACDBRZRENREERAR

other income and gains recognised during the six months ended 30 s
June 2020 and 2019 are as follows:
Six months ended 30 June
2020 2019
i et 323
BZEAA=1tHLEREAR
Unaudited Audited
(REET) (lEE5)
RMB’000 RMB’000
AR FT AREFr
Revenue (Note) Wz (Hiiz) 341,788 371,354
Other income and gains He A ki
Bank interest income RITHFEWA 750 151
Rental income WA 286 278
Unconditional Government subsidies U & (R BD 1,210 10
Gain on disposal of property, plant and equipment HEWE - BERRE2 W — 24
Sundry income HETEUW A 222 32
2,468 495

Note: Disaggregation of revenue from contracts with customers by major
categories of products is disclosed in Note 5.

Wit - REIBERDEIDZRBEF A OS2 FHENHE
54 FE -
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NOTES TO THE CONDENSED CONSOLIDATED f§FH4R 4 B F& R R Mt
FINANCIAL STATEMENTS

5. SEGMENT INFORMATION 5. ZEEHR
The Group has three reportable segments which are the Group’s AEBE=FAEZH 3  YMARKEREFEBKES
strategic business units, as follows: fiz - FFAT
Aerosols Sales of spray paints and automotive care REE HEBRMTEEEER  BIEE
products, including spray paint, carburetor & ALmERIE S - B - EE
cleaner, spray wax, anti-rust spray lubricant, HEEBH - ZRE - BRERERA
polyurethane foam, cleaning spray and spray BrARAEERLA

refrigerant for automobile air-conditioners

Organic silicone Sales of product series, which are all silicone- B BHE EEERRY - AW RBME
adhesives based adhesives
Synthetic Sales of several product series, which are all ARRBME HESEERRY  HAEAZERR
adhesive multi-purpose contact adhesives HE
Information about strategic business units of other operating $ETF.B§H7TW$E AERIEE 8R4 & 2f | T B
segments that are not reportable in accordance with IFRS 8 WO 2 HEEEED 2 KRB %ﬁ%ﬁuﬁﬁﬁéﬂ
Operating Segments are consolidated and disclosed in “All other ,T.:.)\EE&E’Q\WTTEEIE%E‘BHJ?E?E °
segments”.
These strategic business units offer different products, and are ZERBEBBURETAER  LEBER R
managed separately because they require different technology R x5 BALHR BRI K TS E R - &
and marketing strategies. For each of the strategic business units, BEEBEBBUMES  WTEST(REFERAFRAE
the executive Directors, who are the CODM (i.e. chief operating EFXrEEEARE)FAZHADEERE - NE
decision makers) of the Group during the year, review internal REEB A 2RO/ I TESHAERE D
management reports on a monthly basis. There was no aggregation =B o
of operating segments in arriving at the reportable segments of the
Group.
(a) Segment results (a) WEE
For the purposes of assessing segment performance and AP ERBROESDHBEERE - £ 2
allocating resources between segments, the CODM monitor BBERRERATELEERZFEAI 28R D F
the results attributable to each reportable segment on the JE(R 24
following basis:
Segment profit represents the gross profit earned by each DI ENEETESEFREEAY(BEE
segment without allocation of central administration expenses Eie - Emx)  HERKHEAX - BT
(including emoluments of Directors, listing expenses), WA R - & & R E E 1S A R EhE Rk
selling and distribution expenses, other income and gains, AZBERTEDEHEBMZERN - L IHER
impairment losses on financial assets and finance costs. PEMAANEEETELERREESRITE
This is the measure reported to the Group’s CODM for the TE e

purposes of resource allocation.




NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

5. SEGMENT INFORMATION — continued

(@)

Segment results — continued

The CODM review the Group’s assets and liabilities as a
whole without allocation to each segment. In his opinion, all
strategic business units consume similar materials and their
products are produced by same machinery and equipment
and then they are sold to same customers. As a result, it is not
necessary to monitor the assets and liabilities under different
segments. No segment information on assets and liabilities is

presented accordingly.

During the six months ended 30 June 2020 and 2019, the
Group generated revenue primarily from the sale of three
categories of products under these segments. The following
table sets out the breakdown of the revenue and segment

profit by reportable segment:
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BLENS

B B SRR Y RE

5. DEER — &

(@

DEEE — E

59%**%%%2&E@*k%%5@§§&§
1 Ffﬁjrﬂhﬁ?&%%ﬁ =5 @A
#B e EEE@f&u/uﬁﬁﬁ*ﬁﬁﬁx¥f*”*ﬂﬁ)ﬂHM
MEEEERHBERESIRBEERDE
THREZF  BUBEAESRTEIBLTHE
ENBE AMTEZINEERBEZDE

BE_Z_ZFER_ZTNF
NEA AREXEEZED
EmELWE - TREFIRA
Z Wz K

~NA=+H
%T%%:E
/Ry ELE D

/_\TZIL /ﬁniﬁj A iEﬂ

Organic
silicone Synthetic
Aerosols adhesives adhesive Total
REE BHYBRAE ERBNE it
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT ARETFT AR¥TFTT ARE TR
For the six months ended 30 June 2020 BZ=Z=FF A HB=1HI
(Unaudited) AMEA (REHFT)
Revenue from external customers and REIPRE 2 Y zs K r] 2 3R
reportable segment revenue — DEME — K
Point in time 219,707 55,329 26,321 301,357
Reportable segment profit A2/ iR F 69,069 14,583 7,721 91,373
For the six months ended 30 June 2019 HZ=-Z—h&EAA=1+HIL
(Audited) AME B (BE5)
Revenue from external customers and REINPEP 2 Wa Kk
reportable segment revenue — AE2F0 Pl — K
Point in time 199,486 85,590 BIF58S 316,611
Reportable segment profit A 2H 5 HiEh 69,105 25,393 8,927 103,425
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NOTES TO THE CONDENSED CONSOLIDATED f§FH4R 4 B F& R R Mt
FINANCIAL STATEMENTS

5. SEGMENT INFORMATION — continued 5. oHER — &

(b) Reconciliations of reportable segment revenue and profit (b) WEHSBURFZERFABBANER 2R
before income tax

A reconciliation of segment revenue to total revenue is o EPU G BB A 2 EERE ST ¢

presented as follows:

Six months ended 30 June
2020 2019
—g=8F - NF

BEAA=TRHLKEA
Unaudited Audited
(REEET) (& =&5t)

RMB’000 RMB’000
AREFT ARETFT

Total reportable segment revenue BES LRyt 301,357 316,611
All other segments revenue (Note) FrEE e e (4az) 40,431 54,743
Total revenue Bz 341,788 371,354
A reconciliation of segment result to profit before income tax SDEESEBRTER AR 2 BEE 25 0
is presented as follows: T

Six months ended 30 June

2020 2019
—g-%f

—_—

BEARA=THLKEA
Unaudited Audited
(REETT) (& =st)

RMB’000 RMB’000
AREFT ANRETFT

Total of reportable segment profit A 235 30 7| 5 91,373 103,425
All other segments profit (Note) FrEEED R (A1) 10,500 9,694
Other income and gains He A ki 2,468 495
Selling and distribution expenses SHE RS R (42,919) (48,843)
Administrative expenses TERAX (39,965) (37,628)
Listing expenses EmRX — (6,583)
Finance costs & B AR (3,708) (2,308)
Profit before income tax BR BTS84 Al A 17,749 18,252
Note: Segment revenue and segment profit from other segments Hat - ReodzoBRERD BRFIEHERER
represents the sales of architectural coatings, oil products, B oBm s RERREE -

wood paints and others.




NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

5.

6.

SEGMENT INFORMATION — continued
(c) Geographical information

The principal place of the Group’s operation is in the PRC. All
the Group’s non-current assets are located in the PRC. The
following table provides an analysis of the Group’s revenue
generated from external customers by geographical market.
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R BA AR S B 35 Rk Y &

5. oIER —#&
(c) HEHEH

AEBEZTBEEMBATE NEEME
FRBEEMNTE - TRIEHAKE IR
EmSEn BIMNIEPEE ZWE DT -

Six months ended 30 June
2020 2019
—E-%F —TNF

BEASA=THLKEA
Unaudited Audited
(REHE) (FE&5)

RMB’000 RMB'000
AREFT  ARETT

The PRC H 333,612 361,601
Australia BN 7,195 8,255
Others Hp 981 1,498

341,788 371,354

(d) Information about major customers

No revenue from a single external customer accounted for
10% or more of the Group’s revenue for the six months ended
30 June 2020 and 2019.

(d) FHEZEEFHEHN

HE T - ZFER-_FT-NAFENA=1+HIE
NEA BEREEIIBEL ZKEEAE
EBWAHE 10% A | o

FINANCE COSTS 6. BERAX
Six months ended 30 June
2020 2019
ZECZE —T-NEF
BZEAA=tALEAAEA
Unaudited Audited
(REET) (KEE|5)
RMB’000 RMB’000
AB¥FT AREFr
Interest on interest-bearing bank borrowings FTERITIERZFIE 5,451 3,352
Interest on lease liabilities HEBEZFE 162 209
Less: interest capitalised into property, plant and equipment & - BRI - BERREBEE N2 H 5
(Note) (Hst) (1,905) (1,253)
3,708 2,308

Note: During the period, the finance costs have been capitalised at an
effective interest rate of 6.36% (six months ended 30 June 2019:
6.28%) per annum.

Btat - BIR - MEKAEIZ6.36% (BE-T—NFA=T
HIEAER : 6.28%) 2 BRFFIERERE -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

7.

8.

PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging:

R BA 4R S B 35 Rk Y &

7. BRETGHLATEF
R P ST AT @ A TR HIRR A T B IRIR 2

Six months ended 30 June

2020 2019
b S 2:3 ZT-NF
BZEAA=1tHILAEA
Unaudited Audited
(REBEG) (FE&|5)
RMB’000 RMB’000
ARKEFT AREFT
Cost of inventories recognised as expenses ERAME 2 FEKA 239,915 258,235
Depreciation of property, plant and equipment mE - BEREBTE 3,624 4,363
Depreciation of right-of-use assets FHRBEERE 2,086 2,131
Employee benefit expenses (including directors’ remuneration {8 8 &7 (R EEZHE &
and salaries in research and development expenses) MERTF2EHL)
— Salaries, allowances and benefits in kind — e EMREDER 34,884 32,899
— Discretionary bonus — BB 1,460 1,140
— Retirement benefit scheme contributions — BIREFE IR 396 1,843
36,740 35,882
INCOME TAX EXPENSE 8. FEBHX
Six months ended 30 June
2020 2019
i g 243 Z-NE
BESA=THLEXEA
Unaudited Audited
(REEGT) (&)
RMB’000 RMB’000
AB¥ TR AREFr
Current tax expense ENEAB A B X
— PRC Enterprise Income Tax (“EIT”) — REEMSR([EREH]) 2,568 1,817
Deferred tax credit EEH AR
— the origination and reversal of temporary differences — EAERBEERES 247 (241)
Income tax expense SR 2 2,815 1,576
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NOTES TO THE CONDENSED CONSOLIDATED S FE4R 4 B F& R R M T

FINANCIAL STATEMENTS

INCOME TAX EXPENSE — continued

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the

Group are domiciled and operated.

Pursuant to the rules and regulations of the Cayman lIslands and
the British Virgin Islands, the Group is not subject to any income tax

under these jurisdictions.

No provision for income tax has been made for the subsidiaries
incorporated in Hong Kong as the subsidiaries did not have any

estimated assessable profits subject to Hong Kong Profits Tax.

Under the Enterprise Income Tax Law of the PRC (the “EIT Law”)
and the Implementation Regulation of the EIT Law, the subsidiaries
operating in the PRC are subject to the tax rate of 25% (six months
ended 30 June 2019: 25%) on the estimated assessable profits
during the period except for four (six months ended 30 June 2019:
four) of the subsidiaries operating in the PRC which were approved
to be high and new technology enterprises (*HNTE”) during the
period. Enterprise approved to be HNTE are entitled to enjoy a
reduced enterprise income tax rate of 15% (six months ended 30
June 2019: 15%) and additional 50% (six months ended 30 June
2019: 50%) tax reduction based on the eligible research and
development expenses with a validity period of three years. The
HNTE certificate is required to be renewed every three years so as
to enable the respective subsidiaries to enjoy the reduced tax rate
of 15%.

EARNINGS PER SHARE
(a) Basic earnings per share

The calculation of basic earnings per share for the six months
ended 30 June 2020 is calculated based on the profit for
the period attributable to the owners of the Company of
RMB14,934,000 and the weighted average of 420,000,000
ordinary shares in issue during the period.

The calculation of basic earnings per share for the six months
ended 30 June 2019 is calculated based on the profit for
the period attributable to the owners of the Company of
RMB16,676,000 and the weighted average of 337,500,000
ordinary shares in issue during the period, represented the
number of shares of the Company immediately prior to the
Listing as if the shares had been in issue throughout the six
months ended 30 June 2019.

FresiRm<x — &

REBARAEBKE AR MG EERDERE
BELKMIMZEN  REBEELRMEH

REASHELRRBRELHERILRG - AEH
BABMNZ S BERER Z EARER -

MREBEMAKIL B QR I B ERERNEE
MEBETE 2 EAEHERTEN - BB ER%F
HIE A RIMEH PTG IR

BEPBECEMGTA(IRERSHRED R X
FIEBUEERRA - BN RPBIZEEZHEB AR
Bt EEBORFIZ 25% 2 MR FF(HE-T
—NFERNA=THIEARMEA  25%) - HEREIRE
TERESMBMEE(SHEMEE]) 2EPH
FM#EEzE=—ZE-NAFAAA=Z+HIENEAR : IFE)R
RS E 2 B A RIRIBRIN - R E AR EITE
E2EERZERPCEMSHRE15% (HEZ
E-NFERAZTHIEAEAR 15%)  WIRIES
BB ATZEBEIN0% (BE_ZT—LENA
=+HIERMEA 50%) 2HBERE - ARBAAE=
Fo-mafEMtXBEESET=FEE NUEH@EN
BRI ZARETHE15% o

FREF
(a) BREFERF

HE-_ZTZ-_ZFNAZTHIERNEAZER
ERRBFTIRBEAR A B HEA AES AR T
AR 14,934,000 T X HIAE 31T T B
hn#E 980 420,000,000 fEHE ©

BE-_Z-NAFNA=tBE~NEAZEK
ERBRIYREAR A B HEA AESBHRET
AR 16,676,000 7T R A B # 1T E B D
HNAE F 15 #337,500,000 % 5+ & - BNE £ +
MRAIARRARIZRNOEE - MWZERMDVE
EZFT-NFANAZTHIEAEARERARH
BT -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

9.

10.

11.

EARNINGS PER SHARE — continued
(b) Diluted earnings per share

Diluted earnings per share were same as the basic earnings
per share as there were no dilutive potential ordinary shares
in existence during the six months ended 30 June 2020 and
2019.

DIVIDEND

0] Dividends payable to equity shareholders attributable to

the interim period

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2020 (six months
ended 30 June 2019: Nil).

(i) Dividends payable to equity shareholders attributable to
the previous financial year, approved during the interim

period

Final dividend in respect of the previous financial year,
approved during the interim period was HK2.4 cents per
ordinary share (six months ended 30 June 2019: Nil).

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group acquired
items of plant and machinery with a cost of RMB12,469,000 (six
months ended 30 June 2019: RMB14,597,000). No plant and
machinery were disposed of during the six months ended 30 June
2020 (six months ended 30 June 2019: RMB97,000).

R BA 4R S B 35 Rk Y &

10.

11.

BREN — &
(b) EBREHERF

HREZE-_ZE_BFR-ZB-AFA A=+
BIERBEAYEFEEABENESER
B BB ERNERSRERRRN -

’RE
(i) ERSTFREZFEAZTHRE

EETEBRRNEE-ZS-_ZFA=1H
EARBEAZFHMBEEHEE—FT-AF KA
=+HIERER - H) -

(i) RPBHESEZBRNTTRESFEAZL
BHHEERS

TP P A A D bt R A< 22 18 B B R R AR
BREREER24BWMBZ-Z-NEX
A=1TRHIXER &) -

HEZZ-ZFNAZTHLEXNEAR  REEUE
BB AR 12,469,000 T 2 R ss (B E—
T-NFEANA=+THIEAEAR : AR® 14,597,000
) HEZE-_ZEFANAZ+HLEXNEAREH
ERERRE(BE_E—AENA=THRIEAE
A+ AR#97,0007T) °
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NOTES TO THE CONDENSED CONSOLIDATED S FE4R 4 B F& R R M T
FINANCIAL STATEMENTS

12. TRADE AND BILLS RECEIVABLES, OTHER 12. EFREEREWRE - EvEWFERER
RECEIVABLES AND PREPAYMENTS MIE

As at As at
30 June 31 December
2020 2019

—g-%F T N%F
AA=tR +ZA=+—H
Unaudited Audited
(REETT) (& &st)

RMB’000 RMB’000
ARWEFT AREFT

Non-current portion FREBD
Prepayments for acquisition of property, plant and WEEME - R k&2 BN HE
equipment 10,553 10,695
Current portion TENER
Trade receivables H 5 EWGRIE 34,679 62,009
Less: Allowance for doubtful debts i REREAE (311) (642)
34,368 61,367
Bills receivable EREWREIE 2,221 1,823
Trade and bills receivables, net O REBRERRIEFE 36,589 63,190
Prepaid listing expenses B EmAY = 4,805
Prepayments and other receivables BRFIERE T EKFIR 37,612 23,369

74,201 91,364
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

12.

TRADE AND BILLS RECEIVABLES, OTHER
RECEIVABLES AND PREPAYMENTS — continued

All of the trade and bills receivables and current portion of
prepayments and other receivables are expected to be recovered

or recognised as expenses within one year.

The credit period for trade receivables is normally 180 days from
the date of billing. The ageing analysis of trade and bills receivables

based on due date and net of allowance for doubtful debts, is as

R BA 4R S B 35 Rk Y &

12. BEEREERUFNE - EEBWRHRERAN

B — &

BHMBES REBREFEARENRBEREE
J& U SR TR O 7 B B 0 AS AR — F A UL 3 3 HE AR A
% o
BHREFIBZ EEHHEZ AL —KRR180
B-ZRIPRENDVENBRERBZEIRRE

FEWRIA Z BRI AT A0 T

follows:

As at As at
30 June 31 December
2020 2019

i

SEs L
ARA=tH +TZRA=1—H
Unaudited Audited
(RBEST) (& =5t)
RMB’000 RMB’000
AREFT ARET T
Current ik 35,404 55,734
Less than 1 month PR—EA 1,185 7,456
36,589 63,190

The Group measures loss allowances for trade receivables at
an amount equal to lifetime expected credit loss (“ECL”), which
is calculated using a provision matrix. The estimated ECL loss
rates are estimated based on the Group’s estimates of the market
borrowing rates for each of the groupings, less risk-free rate,
which reflect the credit risk of the debtors, over the expected life
of the debtors and are adjusted forward-looking information that is

available without undue cost or effort.

AEEZEFEHEREREERR(RBEER
BHRERMNEE(ERABEEEFESL)FERS
FEYFIRR IR - MEFTTREEBEXRREAE
B EAR 2 THERE 2 EERERRME(R
REBAZEERR)  RABEBAZEEHE
1T A BBABZ KA A T ES Z AT HE

HEREHAE -
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NOTES TO THE CONDENSED CONSOLIDATED S FE4R 4 B F& R R M T
FINANCIAL STATEMENTS

12. TRADE AND BILLS RECEIVABLES, OTHER 12. ESREBEWRE - HeBRFERARN
RECEIVABLES AND PREPAYMENTS — continued NIE — &
The following table provides information about the Group’s exposure TERENBEASEEHNE S EBFIBEER
to credit risk and ECL for trade receivables: LIEHEEREENER

Weighted

average Gross Net

expected carrying Loss carrying

Ageing based on the invoice date loss rate amount allowance amount
¥

RIBHR A RMRE RAERE HERE{E BEEE SREFE

% RMB’000 RMB’000 RMB’000

AR FT AREFTT ARBEFT

At 30 June 2020 (Unaudited) RZEZZFXA=+HCKREET)

Within 1 month —@AR 0.2 19,785 (39) 19,746

Over 1 month but less than 3 months BR—MEAELR=M@A 0.8 9,375 (76) 9,299

Over 3 months but less than 1 year BR={AAEIR—F 3.7 5,519 (196) 5,323
34,679 (311) 34,368

At 31 December 2019 (Audited) R-B-hF+=H=+—-H

(R&GH)

Within 1 month 71IHW 0.2 27,281 (48) 27,233

Over 1 month but less than 3 months —EAEIR=M@EA 0.8 19,175 (159) 19,016

Over 3 months but less than 1 year i_n}@ AAELR—F 2.8 15,553 (435) 15,118

62,009 (642) 61,367
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

13.

14.

PLEDGED BANK DEPOSITS

As at 30 June 2020, included in the Group’s bank deposits of
RMB51,877,000 (31 December 2019: RMB23,000,000) were
pledged as collaterals for, amongst others, issues of bills payable
for the Group’s purchase of raw materials, other credit facilities and
guarantee to complete construction work for the leasehold land
acquired. These bank balances were carrying annual interest of
0.85% - 2.83% (31 December 2019: 1.35%).

The Group’s operation in the PRC (excluding Hong Kong)
conducted its business in RMB. RMB is not a freely convertible
currency and the remittance of funds out of the PRC (excluding
Hong Kong) is subject to the exchange restrictions imposed by the

PRC government.

TRADE AND BILLS PAYABLES, ACCRUALS,
CONTRACT LIABILITIES AND OTHER PAYABLES

R BA 4R S B 35 Rk Y &

13.

14.

SR FRITER

R-Z_ZTFEFNA=Z1tH AEEARE
51,877,000 (=T —NF+ZA=+—H: AR
¥ 23,000,000 7T ) 2 SRITF R EERIER(HEF B
B)AREEBTENZBEUBERMBZER - &
CEERBURERTREKECHET MFET
B ZERITERZFNEF085% - 2.83% (=
T-NF+=-A=+—H8 :1.35%) °

AEERPR(TEESE) 2 EENARKEEE
TEB - ARBEZERLASEEER  MitHE
(TEREE)ELESARTEBNERZIMNER
BIFTARIR ©

ESREBEMNRIE  EBHHER - SHNEE
RETCEMNRE

As at As at
30 June 31 December
2020 2019

i

- el 323
ARA=+H +ZA=t—H
Unaudited Audited
(REET) (g&st)
RMB’000 RMB’000
AR T ARETFT
Trade payables B A EMNHIE 130,670 106,089
Bills payable SR IRIE 15,951 21,945
Accrued expenses FERtH > 2,149 3,791
Accrued employee benefit expenses FEEtEEEAF 12,283 14,851
Accrued listing expenses fERT LA X — 10,698
Deferred income — current portion WA — REHH 38 38
Dividend payable FERTAR 2 9,372 —
Other payables HyEMA5E 27,993 29,410
198,456 186,822




NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

14.

TRADE AND BILLS PAYABLES, ACCRUALS, 14.
CONTRACT LIABILITIES AND OTHER PAYABLES —

continued

The credit period received from suppliers of the Group is ranging

from 30 to 90 days. The ageing analysis of trade payables based on

invoice date is as follows:
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ESREBEMNRE  EHER - SHNEE
RECENRE — &

AEBHEEEAREHZEERNFI0EWR - %
BEAHZESRNFIERER DTN :

Within 1 month
Over 1 month but less than 3 months
Over 3 months but less than 1 year

Over 1 year

—EAR
BE—EAEIN=A
BE=EAEIR—F
HE—F

As at As at
30 June 31 December
2020 2019
i
—2-%F
AB=+H +ZHA=t—H
Unaudited Audited
(REEIT) (&=st)
RMB’000 RMB’000
AREFTT ARETFT
121,691 73,054
5,996 30,106
2,188 2,256
795 673

130,670 106,089
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NOTES TO THE CONDENSED CONSOLIDATED f§FH4R 4 B F& R R Mt
FINANCIAL STATEMENTS

15. INTEREST-BEARING BANK BORROWINGS 15. FHERITHEN
As at
31 December
2019
——\'—vi
AA=t+B +ZA=t—H
Unaudited Audited
(REEST) (& =st)
RMB’000 RMB’000
ARBFT ARETFT
Current RE
Interest-bearing bank borrowings — secured (Note) FHESRITIER — EER(HE) 86,959 71,047
Non-current FERE
Interest-bearing bank borrowings — secured (Note) FTESRITER — BEEAAE) 60,957 53,763
147,916 124,810
Note: All of the interest-bearing bank borrowings were made in RMB, with Kt - Pt BRITETEAUARBE  MEBEE-_T_2F
annual interest charged in the range of 3.08% to 6.47% and 5.56% to kZZ—h&XA=+HIEXEARS A ?§$3.08%
6.47% for the six months ended 30 June 2020 and 2019 respectively. £6.47% % 5.56% £ 6.47% T8 °
As at 30 June 2020, the Group’s interest-bearing bank borrowings
were secured by the Group's right-of-use assets and bank deposits, NZEZEFANA=TH AREZFBRITER
and guaranteed by certain subsidiaries and the executive Directors MAEE 2 ERREEENRBITERERER - &
of the Company. RARZETHEB AT RMITESIELER -
As at 31 December 2019, the Group’s interest-bearing bank
borrowings were secured by i) the Group’s property, plant and RZF-AF+ZA=+—H AEEZFER
equipment, right-of-use assets, bank deposits and inventories, and TERFBNAEBE2YE  BELEE EHAEE
ii) properties of Mr. Ernest Chen, Mr. Leo Chen and their respective E - ROTERREE - Ri)RIEELE - BRIGES
relatives and guaranteed by certain subsidiaries and the executive ERRERBZOMRERENR  RBARRZAET
Directors of the Company. At the end of March 2020, the interest- MERRRATERIELER - R_F_FF=A
bearing bank borrowings secured by the properties of Mr. Ernest K- BRAGREE  RIMBREERBESHB W

Chen, Mr. Leo Chen and their relatives were fully released. TR 2 5T B IRTTIE E 2 2P AR AR
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NOTES TO THE CONDENSED CONSOLIDATED S FE4R 4 B F& R R M T

FINANCIAL STATEMENTS

16. DEFERRED TAX ASSETS/(LIABILITIES) 16. EZEHEEE (AF)

Tax loss

available

for

offsetting

against

Credit future

loss taxable

allowance profits

A ARE S

A Z

Deferred tax assets ELHEEE BEEE
RMB’000 RMB’000 RMB’000
AREFT AREFT ARBEFT
At 1 January 2019 (Audited) RZZB-—NF—A—BHEEH) — 473 473
Charged to profit or loss for the year MR FNBE 96 (473) (377)
At 31 December 2019 (Audited) RZZ—hE+=-B=1+—HB(&K=E:T) 96 — 96
Charged to profit or loss for the period R BRER (49) = (49)
At 30 June 2020 (Unaudited) RZB-EEANA=TH(REET) 47 — 47

REVEIE)
surplus
arising from
business
combinations

Accelerated

tax

depreciation

EEZ S
EHEEZ
Deferred tax liabilities BEHIEEE BB MEREHE

RMB’000 RMB’000 RMB’000
AREEFT AEBFT ANE®BFT
At 1 January 2019 (Audited) RZZE-NEF—A—RB (K& (4,038) (338) (4,376)
Credited to profit or loss for the year FAFERBE 421 10 431
At 31 December 2019 (Audited) RZZE-NE+=ZA=+—H(LE:) (8,617) (328) (3,945)
Charged to profit or loss for the period MR EAER = (198) (198)
At 30 June 2020 (Unaudited) R-B-ZEXA=1AH(KRESEH) (3,617) (526) (4,143)
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17. SHARE CAPITAL 17. B
Number of Share
shares capital
RHEE B
RMB’000
AR¥ T
Ordinary shares of HK$0.01 each FREE0.01 BT EAR
Authorised: ETE ¢
At 12 April 2018 (date of incorporation of the Company), RN—E—\EMA+B(ARRIFEMKZEE) -
31 December 2018 and 1 January 2019 “E-N\E+ZA=+—HK
—Z-NF—F—H 39,000,000 3lE
Increase in authorised share capital on RZZ-NF+ZA+=BEINEERA
13 December 2019 1,461,000,000 13,074
At 31 December 2019 and at 30 June 2020 RZZB-AF+=ZA=t—-HK
—E_ZFXA=TH 1,500,000,000 13,387
Issued and fully paid: EREITRER :
At 12 April 2018 (date of incorporation of the Company) RZZE—N\FEA+TZA (KRR AIFMAZAE)
Issue of share upon incorporation T RE B S B 2 B AT AR 1D 1 =
Issue of shares arising from the Reorganisation REAMmETRMD 99 =
At 31 December 2018, 1 January 2019 and RZZ—-N\F+=A=+—H"
31 December 2019 (Audited) “T-NE-A—Bk
“ER-AFtTZA=+—H(RE) 100 =
Issue of shares arising from the Reorganisation HEAmBEITRD 337,499,900 2,994
Issue of shares from share offer M0 B & B 2 BT (D 90,000,000 798
At 30 June 2020 (Unaudited) RZBZZFXA=1HCREET) 427,500,000 3,792

* Less than RMB1,000 * D AR 1,0007T




NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

18.

19.

FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS

The carrying amounts of the financial instruments carried at cost or
amortised cost are not materially different from their fair values as at
30 June 2020 and 31 December 2019.

No financial instruments were used for hedging purposes.

CAPITAL MANAGEMENT

The Group’s objectives of managing capital are to safeguard the
Group’s ability to continue as a going concern in order to provide
returns to the shareholders and benefits for other stakeholders to

maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to the shareholders, return
capital to the shareholders, issue new shares or sell assets to
reduce debts. No changes in the objectives, policies or processes

for managing capital were made during the period.

The capital structure of the Group consists of net debt, which
included interest-bearing bank borrowings, net of cash and cash
equivalents, and equity attributable to owners of the Company,
comprising share capital and reserves disclosed in the condensed

consolidated statement of financial position.
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18.

19.

ERMIACZAFEFE
RZE_ZEFRNA=ZFTHEZZE—NLF+=A

s

=t—B ZERRAIBERAARZERTA
ZHRAEREQAFEYEERER -

BECASR TARMEEPRE -

EXRER
AEBEBERNSERENEBAEMBELE  #
MARERECHMEREOREAZ  TEHR
EBREEE AR D E AR

RERFTCIREARGE  AEEMREHBEN TR
RZBEZRE MEREEER - FHITHRO =L
EEENRDES - RBNEEREARAZBE - X
SBIEBEELEH o

AEBHNERNGEHEREBERRE  BREERITE
RABRERREFEY) AL BIEBBRERE B
ARRRIAWTE 2 AR BB ZANREEE ARIGE

N9

y

o
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20. COMMITMENTS 20. A&
Capital commitments EARERE
As at As at
30 June 31 December
2020 2019
i i
g 23 —T-NEF
AA=tH +=ZA=1+—H
Unaudited Audited
(REEEST) (4 )
RMB’000 RMB’000
AR¥F AREFr
Property, plant and equipment Mz - BE k&
(contracted for but not yet incurred) (BETHBEHAEL) 34,430 26,936
Operating lease commitments ReEHERE
The Group as the lessee KEBERAEA

At the end of each reporting period, the Group had commitments
for future minimum lease payments under non-cancellable operating

lease which fall due as follows:

REREHRR  AEETAMBELEHERT 2K
REERENFTBHBERNAT :

As at As at
30 June 31 December
2020 2019

? 2

—g=2f T AF
AR=TH +=A=t—H

Unaudited Audited
(KIEE) (m&st)

Within 1 year —&R

RMB’000 RMB'000
ARBEFT  ARETT

The Group rents a number of properties and land under operating
leases. The agreements run for an initial period of 1 to 49 years and

do not include any an extension or termination option.

Upon the initial application of IFRS 16 as at 1 January 2019,
operating lease commitments were remeasured and recognised
as adjustments to the lease liabilities as at the date of initial
application. Operating lease commitments as at 31 December 2019
shown above only represent lease commitments of the Group for

short-term leases.

REERESZHEERZEMEN LI - 25 W
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NOTES TO THE CONDENSED CONSOLIDATED S FE4R 4 B F& R R M T
FINANCIAL STATEMENTS

21. RELATED PARTY TRANSACTIONS 21. BEAXRS
(@) Recurring transactions (a) REMERS
Six months ended 30 June
2020 2019
—E-FF
BEAA=THIAEA
Unaudited Audited
(REHEGT) (fg=at)
RMB’000 RMB'000
AREFTT ARETT
Rent paid to Mr. Ernest Chen BERRARLESN2EE 960 840
Purchase of red wine from a related company (Note) [l AAE A R B ADB (H777) 387 =
Note: Ernest Chen and Leo Chen are the beneficial owners of this Bt - BRI R IR e A AT 2 B %
related company which is engaged in wine trading business. EEA  ZATREEEBELD L - aDBAR
The red wine was consumed for the purposes of business ANEE YRS REHNETE - ftER -
banquets and functions with customers, suppliers, distributors DRI TR o

and business partners of the Group.

(b) Guarantees provided by related parties (b) BEFRENER

As at As at
30 June 31 December
2020 2019
JiS i

—g-eF —TNF
AB=+A f+-A=t-A

Unaudited Audited
(REE) (& =5t)

RMB’000 RMB’'000
ARHFT AREFT

Guarantees of interest-bearing bank borrowings provided HJAT A TR 5 BB I1TETIER
by Mr. Ernest Chen PR IS8 75 4 = 25,000
by Mr. Leo Chen PR A8 5 A — 25,000
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NOTES TO THE CONDENSED CONSOLIDATED f§FH4R 4 B F& R R Mt
FINANCIAL STATEMENTS

21. RELATED PARTY TRANSACTIONS — continued 21, BERRS —#&
(c) Key management personnel remuneration (c) ETEEBAEFM

Six months ended 30 June
2020 2019
—®-%F “T-NF

BEAA=TRHLKRMEA
Unaudited Audited
(REET) (& =st)

RMB’000 RMB’000
ARBFT ARETFT

Salaries, allowances and benefits in kind e ZEREWEHN 1,588 766
Retirement benefit scheme contributions RIKRHET B 28 23

1,616 789
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