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COMPANY INTRODUCTION
NCIVINE

OVERVIEW

Chervon Holdings Limited (the “Company”, and together with
its subsidiaries, the “Group”, “we”, “us” or “our”) is a global
provider of power tools and outdoor power equipment (“OPE”).
Our focus on innovation, especially lithium-ion battery system
technology, has enabled us to achieve significant scale and
rapid growth. We offer a comprehensive range of products
under a portfolio of well-recognized brands, which are tailored
to address the diverse needs of our end users around the
world. Our power tools target both industrial/professional
and consumer end users, and our OPE products target both
premium and mass-market end users. We currently own five
differentiated and well-recognized brands that cover key
geographies and segments, namely EGO, FLEX, SKIL, DEVON
and X-TRON.

We focus on user-centric innovation and product offerings,
which is supported by our integrated system of research
and development, manufacturing and sales and distribution
capabilities. Our broad end-user base for lithium-ion battery
powered products enables us to rapidly accumulate industry
knowledge,
Leveraging such knowledge and insights, we have been able
to continuously introduce new products showcasing advanced
technology and product design capabilities. We then produce
these new, user-centric products in a consistently high-
quality manner through our smart manufacturing system
and distributing them through our multi-channel sales and
distribution network. Our global operations and local market
knowledge enable us to expand market shares and meet end-
user needs in our target markets. Our robust brand portfolio,
which resonates with our end users, also helps solidify our
market position.

technology know-how and end-user insights.

OUR VISION

Better Tools. Better World.

OUR MISSION

Providing superior products to users worldwide through
continuous innovation, we are determined to become a global
leader in power tools and outdoor power equipment in the
lithium-ion, intelligent and digital era.
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CORPORATE INFORMATION
NEIER
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FINANCIAL SUMMARY
B 2

RESULTS E4
For the six months
ended June 30,
HZ6H30HLA<EA
2023 2022 change
2023 % 20224 p-
US$’ 000 Us$’000
SFESTE FEx
Revenue WA 738,545 1,002,021 (26.3)%
Gross profit EH 237,296 290,046 (18.2)%
Profit before tax B 25 Al AR 57,851 76,456 (24.3)%
Profit for the period BRI 49,051 63,473 (22.7)%
Attributable to: AT A LML -
Equity shareholders of the Company PA/NI 3 49,119 63,473 (22.6)%
Non-controlling interests SRR (68) - N/A “INiE A
Earnings per share B EN
- Basic (cents) —®EK (D) 0.10 0.13 (23.1)%
— Diluted (cents) — % (D) 0.10 0.13 (23.1)%
ASSETS, LIABILITIES AND EQUITY 5E - AEkER
At June 30, At December
2023 31, 2022 Change
72023 4F 20224 BE)
6830H 12A31H
US$’000 Us$’000
FET FEx
Assets BE
Total assets BEBE 1,804,179 1,862,504 (3.1)%
Equity and liabilities EERAE
Total equity R 1,029,356 946,099 8.8%
Total liabilities BERRE 774,823 916,405 (15.4)%
Total equity and liabilities EmkBERERE 1,804,179 1,862,504 (3.1)%

REEBRARAR —E-=FPHRE 5



MANAGEMENT DISCUSSION AND ANALYSIS

EIBE N E S

BUSINESS REVIEW AND OUTLOOK
Business Review

During the six months ended June 30, 2023 (the “Reporting
Period”), our revenue decreased by 26.3% from US$1,002.0 million
to US$738.5 million, primarily due to more conservative inventory
policies adopted by our key customers caused by macroeconomic
uncertainties and unfavorable weather in key geographic regions.
Our overall gross profit margin improved from 28.9% to 32.1%,
primarily due to the depreciation in Renminbi, lower raw material
costs and our own business structure improvement.

Introducing new or upgraded products grounded in advanced
technology and end-user insights

We continued to invest in developing new or upgrading
existing products in-house to propel our future growth. During
the Reporting Period, we introduced more than 90 new
products in total, and lithium-ion battery powered products
accounted for approximately 90% of the new products.

The market share of many product categories under the EGO brand
continued to rise during the Reporting Period, demonstrating our
ongoing efforts to improve product quality and end user experience.
For example, we improved our EGO snow blower with ergonomic
features, such as the heated handle and turning assistant, to further
bolster its popularity and market share in North America. Meanwhile,
for Devon products, we sold nearly 3.5 million battery packs to date,
further expanding our competitive advantage, brand recognition
and market share in the China power tool market. We successfully
launched a new pocket drill for professional users under the Devon
brand, which became a popular product with robust sales records.
For do-it-yourself users, we introduced the twist head product under
the SKIL brand, which is an electric straight handle screwdriver that
offers high performance and flexibility for its users.
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MANAGEMENT DISCUSSION AND ANALYSIS

Furthermore, to improve our product development efficiency,
we are also implementing the “integrated product development”
(“IPD”) concept that helps manage the end-to-end process,
from conceptualization and design, to testing and launch and
to production and operational support.

Increasing end-user recognition for our brand portfolio

Leveraging our end-user insights, advanced technologies and
global sales and distribution network, we continued to increase
end-user recognition for our proprietary brands in their
respective markets. During the Reporting Period, revenue from
our OBM business accounted for 78.1% of our total revenue
(six months ended June 30, 2022: 71.3%). Despite the more
conservative inventory policies adopted by our key customers,
end consumer purchases of our OBM products at points-of-
sales (“POS”") grew solidly during the Reporting Period based
on the results of our sales monitoring of key markets and
customers, which demonstrated the popularity of our products.

Enhancing our multi-channel sales and distribution network

During the Reporting Period, we continued expanding our
touchpoints for end-users by enhancing our global multi-
channel sales and distribution network across key markets,
including North America, Europe, Oceania and Asia.

We continued deepening our collaboration with leading home
centers and mass market retailers, and strengthening our
partnership with qualified distributors and local retailers to
diversify our sales channels and promote brand recognition.
We also expanded distributor channels globally for our EGO-
branded products, which helped us increase the proportion
of revenue from dealer channels and improve our overall
sales and distribution network structure. For instance, we
entered into a strategic agreement with Deere & Company
(“John Deere”) during the Reporting Period to make our EGO-
branded lithium battery products available at John Deere’s
robust and extensive sales network in the United States and
Canada starting from the third quarter of 2023.

Additionally, we further enhanced our online sales channels
by collaborating with e-commerce platforms and operating our
own e-stores. For example, our products sales on a leading
e-commerce platform in the United States increased by over
20% during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
BIEE R W EE AT

Improving our manufacturing technologies and production
management capabilities, and expanding our production
capacity

During the Reporting Period, we continued to advance our
manufacturing technologies and production management
capabilities, including making long-term investments in our
vertically integrated manufacturing system. Our CHERVON
Green Power Industrial Park Phase Il (RI&FEERITEE—H),
an industry-leading smart manufacturing plant, commenced
operations during the Reporting Period, providing additional
production capacity supported by advanced automation
technologies. As a result, we are in the process of phasing
out some of our leases of plants and properties. Meanwhile, in
light of macroeconomic uncertainties, we adopted a prudent
strategy and decided to adjust the development plan for our
CHERVON Smart Production Industrial Park (3RI&%S 85807
#E) to align with market trends and customer demands. See
“Other Information — Use of Net Proceeds from Global Offering
- Reasons for Change in the Use of Remaining Net Proceeds.”
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MANAGEMENT DISCUSSION AND ANALYSIS

Prospects

Despite facing short-term challenges from industry destocking,
the Company remains confident about its prospects for growth
and market outperformance in the years to come. As the
macroeconomic situation improves, the resilience of our long-
term strategy will come to the forefront, demonstrating the
Company’s adaptability and strength. Crucial to this success is
our dedicated and capable team, who diligently executes our
strategic vision. Therefore, while acknowledging the temporary
obstacles, we are steadfast in our belief that the Company
is well-positioned to thrive in the long run, reinforcing our
commitment to delivering exceptional value to stakeholders.

FINANCIAL REVIEW
Financial Results
Revenue

The Group's revenue decreased by 26.3% from US$1,002.0
million for the six months ended June 30, 2022 to US$738.5
million for the six months ended June 30, 2023, primarily
due to more conservative inventory policies adopted by our
key customers caused by macroeconomic uncertainties and
unfavorable weather in key geographic regions.

Revenue by product category

Revenue from the sales of OPE products decreased by 25.3%
from US$595.9 million for the six months ended June 30, 2022
to US$445.2 million for the six months ended June 30, 2023,
primarily driven by industry destocking cycle, more conservative
inventory policies adopted by our customers, as well as the
negative impact of unfavorable weather in the spring of 2023
across North America on consumer demand for OPE tools.

Revenue from the sales of power tools decreased by 28.6%
from US$401.2 million for the six months ended June 30, 2022
to US$286.3 million for the six months ended June 30, 2023,
primarily due to unfavorable macroeconomic factors that in turn
led to slowdown in housing demand and industry destocking
cycle.

Revenue by geographic location

Revenue from North America decreased by 30.3% to US$485.3
million. Revenue from China decreased by 17.0% to US$54.2
million, and decreased by 10.3% in local currency. Revenue
from Europe decreased by 12.1% to US$174.9 million, and
decreased by 9.4% in local currency. Revenue from the rest of
the world also decreased by 41.9% to US$24.1 million.
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MANAGEMENT DISCUSSION AND ANALYSIS
BIEE R W EE AT

Gross Profit and Gross Profit Margin

Our gross profit decreased by 18.2% from US$290.0 million
for the six months ended June 30, 2022 to US$237.3 million for
the six months ended June 30, 2023. During the same periods,
our overall gross profit margin increased from 28.9% to 32.1%,
primarily due to depreciation in Renminbi, lower raw material
costs and our own business structure improvement.

Other Revenue

Our other revenue, which primarily consisted of government
grants, sale of scrap materials and rental income, amounted
to US$2.7 million in the six months ended June 30, 2023, as
compared to US$1.7 million in the six months ended June 30,
2022.

Other Net Loss or Gain

We had other net loss of US$4.7 million for the six months
ended June 30, 2023, as compared to other net loss of
US$32.3 million for the same period in 2022. Our other net
loss for the six months ended June 30, 2023 was primarily
attributable to a net realized and unrealized loss on derivative
financial instruments of US$12.3 million, which was mainly
related to our foreign currency forward contracts, partially
offset by net foreign exchange gains of US$7.2 million.

Selling and Distribution Expenses

Our selling and distribution expenses decreased by 7.3%
from US$101.4 million for the six months ended June 30, 2022
to US$94.0 million for the six months ended June 30, 2023,
primarily due to the decrease in our sales.

Administrative and Other Operating Expenses

Our administrative and other operating expenses increased
by 0.7% from US$40.0 million for the six months ended June
30, 2022 to US$40.3 million for the six months ended June 30,
2023, primarily due to the Company’s continued investments in
digital and management transformation.
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MANAGEMENT DISCUSSION AND ANALYSIS

Research and Development Costs

Our research and development costs increased by 6.6%
from US$31.4 million for the six months ended June 30, 2022
to US$33.5 million for the six months ended June 30, 2023,
primarily due to the Company’s continued investments in
research and product development.

Net Finance Costs

Our net finance costs decreased by 84.1% from US$9.5 million
for the six months ended June 30, 2022 to US$1.5 million
for the six months ended June 30, 2023, primarily due to an
improvement of our loan structure.

Profit Before Tax

As a result of the foregoing, our profit before income tax for
the six months ended June 30, 2023 amounted to US$57.9
million, representing a decrease of 24.3% as compared to
US$76.5 million for the same period in 2022.

Income Tax Expense

Our income tax expense was US$8.8 million for the six months
ended June 30, 2023, representing a decrease of 32.2% from
US$13.0 million for the same period in 2022. Our effective tax
rate was 15.2% for the six months ended June 30, 2023, as
compared to 17.0% for the same period in 2022, primarily due
to (i) the status of Nanjing Chervon Industry Co., Ltd (AR %
&R ERAR]) as a High and New Technology Enterprise
(BARSHFHEMEE), which is entitled to an enterprise income
tax rate of 15% and (ii) additional tax benefits afforded under
favorable government policies that encourage research and
development activities.

Profit For The Period

As a result of the foregoing, our profit for the period decreased
by 22.7% from US$63.5 million for the six months ended June
30, 2022 to US$49.1 million for the six months ended June
30, 2023. Our net profit margin improved from 6.3% to 6.6%
during the respective periods.
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MANAGEMENT DISCUSSION AND ANALYSIS
BIEE R W EE AT

Non-HKFRSs Measure: Adjusted Net Profit

To supplement our consolidated results which are prepared
and presented in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”), we utilize non-HKFRSs
adjusted net profit (“Adjusted Net Profit’) as an additional
financial measure. We derive Adjusted Net Profit from profit for
the period by excluding net unrealized gains on convertible
bonds, net of income tax effects.

Adjusted Net Profit is not required by, or presented in
accordance with, HKFRSs. We believe that the presentation
of non-HKFRSs measures when shown in conjunction with the
corresponding HKFRSs measures provides useful information
to investors and management regarding financial and business
trends in relation to our financial condition and results of
operations, by eliminating any potential impact of items that
our management does not consider to be indicative of our
operating performance such as certain non-cash items and
the impact of certain investment transactions. We also believe
that the non-HKFRSs measures are appropriate for evaluating
the Group’s operating performance. However, the use of
this particular non-HKFRSs measure has limitations as an
analytical tool, and you should not consider it in isolation from,
or as a substitute for the analysis of, our results of operations
or financial conditions as reported under HKFRSs. In addition,
this non-HKFRSs financial measure may be defined differently
from similar terms used by other companies and therefore
may not be comparable to similar measures used by other
companies.
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MANAGEMENT DISCUSSION AND ANALYSIS
BB R am B 0 AT

TREFIFT 25 HA A H) 48 58 B AR EAR R E B B S
The following table reconciles our Adjusted Net Profit for the $REZERIAELE2FNSZEEAIELKMETE (A
period presented to the most directly comparable financial  HIREF) B8R
measure calculated and presented in accordance with
HKFRSs, which is profit for the period:

Six months ended June 30,

BZ6H30HIEXEA
2023 2022
2023 %F 20224
US$’000 US$'000
EY FET
Profit for the period HANFE 49,051 63,473
Add: hn
Net realized and unrealized loss on AR ES M S0 MR # R E 1 F5 0 496 10,108
convertible bonds™
Adjusted Net Profit BARFERE 49,547 73,581
Mt -
Notes:
(1) BERMANERRETEBZRMRHBRLQF
(1) Represents the net realized and unrealized losses on our (M RIEFERBRM ) BT A RAEEROR
investment, net of income tax effects, in the convertible EMDERARKRERBEFE(MRAEHY

bond issued by Nanjing Chervon Auto Precision ).
Technology Co., Ltd. (FRFIGREBBREMEHBERAR)

(“Chervon Auto Precision Technology”).
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MANAGEMENT DISCUSSION AND ANALYSIS
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Liquidity and Financial Resources
Financial Position

The Group continued to maintain a strong financial position.
As of June 30, 2023, the Group had US$396.3 million in cash
and cash equivalents (December 31, 2022: US$466.7 million),
including approximately HK$1,930.5 million (equivalent to
US$247.5 million) in remaining net proceeds from our initial
public offering. 46.5%, 46.9%, 3.5% and 3.1% of our cash
and cash equivalents as of June 30, 2023 were denominated
in Renminbi (“RMB”), US dollar, Euro and other currencies,
respectively.

Funding and Treasury Policy

The Group’s funding and finance policy aims to maintain
stable financial position and mitigate financial risks. The
Group regularly reviews its funding requirements to maintain
adequate financial resources in order to support its current
business operations as well as its future investments and
expansion plans.

Borrowings and Gearing Ratio

As of June 30, 2023, the Group had bank loans of US$255.2
million (December 31, 2022: US$329.5 million), which were
primarily denominated in RMB, and lease liabilities of US$15.6
million (December 31, 2022: US$22.0 million). As of the same
date, fixed-rate and floating-rate loans account for 61.0% and
39.0%, respectively, of the Group’s total bank loans.

As of June 30, 2023, short-term bank loans and current portion
of long-term bank loans collectively accounted for 81.5% of
the total bank loans (December 31, 2022: 58.5%).

The Group’s gearing ratio (which equals total debt (including
bank loans and lease liabilities) divided by total equity)
decreased from 0.4 as of December 31, 2022 to 0.3 as of June
30, 2023.
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MANAGEMENT DISCUSSION AND ANALYSIS

Working Capital

The Group’s inventories amounted to US$565.2 million as
of June 30, 2023 as compared to US$600.0 million as of
December 31, 2022. Our inventory turnover days were at 209
days for the six months ended June 30, 2023, as compared
to 152 days for the six months ended June 30, 2022, primarily
due to more conservative customer inventory policies that
resulted in certain order suspensions or cancellations.

The Group’s trade and bills receivables turnover days were 63
days for the six months ended June 30, 2023, as compared
to 52 days for the same period in 2022, primarily due to
our management decision to reduce customer supply chain
financing to mitigate the impact of the increase in U.S. dollar-
denominated interest rate.

The Group’s trade and bills payables turnover days were 92
days for the six months ended June 30, 2023, as compared to
109 days for the same period in 2022, which are in line with
our payment terms.

Capital Expenditures

Our capital expenditures for the six months ended June 30,
2023 amounted to US$46.4 million (six months ended June 30,
2022: US$73.1 million), primarily due to the expansion of our
production capacity.

Capital Commitments

As of June 30, 2023, our capital commitments (including
those contracted for and authorized but not contracted for)
for the construction of plant and buildings and acquisition
of machinery and equipment amounted to US$292.3 million
(December 31, 2022: US$428.2 million). Such decrease was
primarily due to the completion of our CHERVON Green Power
Industrial Park Phase Il.
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MANAGEMENT DISCUSSION AND ANALYSIS
BIEE R W EE AT

Pledge of Assets

During the Reporting Period, certain assets of the Group were
pledged as security for bank loans, as further detailed below:

BELH

R - AR B AED EMBRTERL
iR - IS ¢

As of As of

June 30, December 31,

2023 2022

R2023F 20224

6 H30H 12H31H

US$’000 US$'000

=T FET

Plant and buildings B E kEF 32,177 48,145
Leasehold land HELTH 21,687 22,779
Intangible assets mEEE - 1,162
Inventories T8 6,375 177,596
Trade and bills receivables B 5 WG Kk RN R & 1,381 78,862
Pledged deposits [REEECEE¢ 16,055 31,340
Other assets Hih &&= - 7,923
Total #Et 77,675 367,807

As of June 30, 2023, the Group had pledged deposits of
US$19.9 million (December 31, 2022: US$36.5 million), which
will be released upon the settlement of letters of credit and
bills payable and by the Group or the expiry of relevant
banking facilities.

Contingent Liabilities

During the Reporting Period, the Group issued guarantees to
financial institutions in the People’s Republic of China (“PRC”)
for certain indebtedness of our independent third-party
customers, who are typically qualified distributors of ours in
the PRC. As of June 30, 2023, the maximum guarantee amount
was US$21.5 million (December 31, 2022: US$7.9 million) and
the guarantee issued was US$8.3 million (December 31, 2022:
US$1.3 million).
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Significant Investments Held

Details of the Group’s significant investments with a carrying

MANAGEMENT DISCUSSION AND ANALYSIS
BB R am B 0 AT

BEEEARE
TR ANEEEHZE2023F6 A30HHEEEGEA

amount of 5% or more of the Company’s total assets as of

June 30, 2023 are set forth in the table below.

AFRAES% A L EAIAR -

Performance
(share of
Carrying loss of Total
amount as Fair value associate/net amount
percentage as percentage  unrealized loss)  of dividends
Investment Carrying of total Fair of total for the six received
costas  amount as assets as value as assetsas  months ended for the six
of June 30, of June 30, of June 30,  of June 30, of June 30, June 30, months ended
Investment 2023 2023 2023 2023 2023 2023 June 30, 2023
BZ0E
BZ2023F BZ2023F 6A30AL  EHZ2023F
BE2023F EF202E 6308 EZF2023% 68308 AEARE (B 6A30AL
6A30H 6308 ZEEERE 6A30F  ZAAEENE  BELIER/  ~EAESH
RE ZRERA ZEEE LEEAAL 2ANEE  BEERSM  RERERTE) REfg
US$'000 US$'000 % US§000 % US$'000 US§000
T TEL % % % T T
Equity interest in Chervon  RIEFERTRITRE 78,797 95,612 53 148,391 8.2 8,024 360

Auto Precision Technology

As of June 30, 2023, the Company, through Chervon (China)
Investment Co., Ltd. (RIE(FE)EEHFRAF) ("Chervon
(China) Investment”), holds 64,671,068 shares, representing
approximately 24.5% equity interest, of Chervon Auto
Precision Technology. Chervon Auto Precision Technology
is principally engaged in the production, sales and research

HZE2023F6 A30H ' ARRBBRIE (FE)KRE

and development of automotive power systems and relevant
components. Chervon Auto Precision Technology was
established in the PRC with limited liability on March 19, 2012
and its shares are listed on the Shanghai Stock Exchange

(stock code: 603982.SH).
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MANAGEMENT DISCUSSION AND ANALYSIS
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As of June 30, 2023, the investment cost in connection with
our equity interest in Chervon Auto Precision Technology
amounted to US$78.8 million (December 31, 2022: US$81.8
million). As of the same date, the fair value of such equity
interest amounted to US$148.4 million (December 31, 2022:
US$188.3 million), which accounted for 8.2% of our total assets
as of June 30, 2023 (December 31, 2022: 10.1%). During
the Reporting Period, we had a share of loss of an associate
of US$8.2 million, as compared to a share of loss of an
associate of US$0.7 million in the six months ended June 30,
2022, in connection with our equity interest in Chervon Auto
Precision Technology. During the same period, the dividends
we received from Chervon Auto Precision Technology in
connection with our equity interest amounted to US$0.4 million
(six months ended June 30, 2022: nil).

In June 2023, we disposed our interest in the convertible
bonds issued by Chervon Auto Precision Technology for a total
consideration of US$18.6 million and recorded net profits of
US$2.2 million on such investment.

We will continue to monitor our investments in Chervon Auto
Precision Technology and explore opportunities to monetize
such investments if appropriate market opportunities arise.

Except as disclosed above, during the Reporting Period, the
Group did not hold any significant investments (including any
investment in an investee company with a carrying amount
of 5% or more of the Company’s total assets as of June 30,
2023).
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MANAGEMENT DISCUSSION AND ANALYSIS

Material Acquisitions, Disposals of Subsidiaries and
Associates

During the Reporting Period, the Group did not have material
acquisitions or disposals of subsidiaries or associates.

Future Plans for Major Investments and Capital Assets

During the Reporting Period, save for the expansion plans
as disclosed in the section headed “Future Plans and Use of
Proceeds” in the prospectus of the Company dated December
17, 2021 (the “Prospectus”), the Group has no specific plans
for major investment or acquisition for major capital assets or
other businesses.

Exposure to Fluctuations in Foreign Exchange Rates

The Group manufactures and sells its products in many
countries throughout the world. As a result, there is exposure
to foreign currency risk as the Group enters into transactions
and make investments denominated in multiple currencies.
For example, changes in currency exchange rates may affect
the relative prices at which the Group and its competitors sell
products in the same market and the cost of products and
services the Group requires for its operations. The Group's
predominant exposures are in US dollar, Euro and RMB. The
Group is subject to risks arising from the translation of balance
sheets and income statements of its subsidiaries to US dollars
as well as the risk arising from the export of products and
sales outside the country of manufacturing.

The Group enters into foreign exchange forward contracts
with financial institutions to mitigate exposure to fluctuations in
foreign exchange rates. Fluctuations in the foreign exchange
rates may lead to losses resulting from the Group’s exposure
to foreign exchange forward contracts or similar arrangements.
Our net foreign exchange gains for the six months ended June
30, 2023 amounted to US$7.2 million, compared to the net
foreign exchange loss of US$9.9 million for the same period
in 2022. Our net realized and unrealized loss on derivative
financial instruments (which primarily include foreign exchange
forward contracts) for the six months ended June 30, 2023
was US$12.3 million, compared to realized and unrealized loss
of US$9.7 million for the same period in 2022.
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MANAGEMENT DISCUSSION AND ANALYSIS
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MAJOR CUSTOMERS AND SUPPLIERS

For the six months ended June 30, 2023, the Group’s
largest customer and five largest customers accounted for
approximately 32.0% and 59.0% (six months ended June 30,
2022: 41.1% and 63.6%) respectively of the Group’s total
revenue; and the Group’s largest supplier and five largest
suppliers accounted for approximately 20.0% and 34.9%
respectively for the Group’s total purchases (six months ended
June 30, 2022: 8.8% and 25.5%).

As far as the Directors are aware, none of the Directors,
their associates or any shareholders of the Company
(“Shareholders”) who owned more than 5% of the Company’s
share capital had any interest in the five largest customers or
suppliers of the Group.

HUMAN RESOURCES

The number of employees of the Group was 6,522 as of June
30, 2023 (7,119 as of June 30, 2022). The total staff costs
for the Reporting Period decreased to US$107.5 million as
compared to US$111.6 million for the six months ended June
30, 2022, primarily due to natural attribution as a result of
lower customer order volume. We did not incur equity settled
share-based expenses during the Reporting Period.

The Group is committed to hiring, retaining and promoting top
talents across its global teams. As part of its retention strategy,
the Group offers competitive remuneration packages to its
employees, including salary and allowances, performance-
based bonuses and long term incentive programs. The Group
also provides regular and specialized training tailored to the
needs of its employees in different departments.

As of June 30, 2023, the male-to-female ratio of the Groups’
employees is approximately 1.5 to 1 (December 31, 2022:
1.55:1). The ratio is primarily driven by the nature of our
business as we employ a higher portion of male engineers and
front-line workers. While we consider such ratio to be in line
with industry norms, we are firmly committed to offering equal
employment opportunities to all qualified candidates based on
merits and will seek to achieve relative balance between male
and female employees going forward.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at June 30, 2023, the interests of each Director (“Director”)
of the board (“Board”) or chief executive of the Company
in the shares, underlying shares (collectively, the “Shares”)
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFQ”) (i) which 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 the interests and short positions which
were taken or deemed to have under such provisions of the
SFO), (ii) which were recorded in the register required to be
kept by the Company pursuant to section 352 of the SFO or
(iii) which were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) are as
follows:

(i) Interest in our Company

Nature of interest

TERERAKLREMER

EERFTETHRAERRSD - AERORE
2z

M2023F6A30H ARAIEEE ([EEE]])SE
F(EE))IARAESTHRAERARARET
AR AE (TR RBBANEST1EEZE RS EF
Pl (TBERBEGKG ) EXVE) BH - HBEEKD
(GREIRA]) EEFREA()VRBEFAFARBER
BIEEXVEBE7 R8N HBMERRNRREBHAERS
FraRAR (THRA) gz (BIEREES LB
EEROIEEIEXEEERRABRENESRAR)
(BN ARRRIEES M EIGPIE35215BTF
ERERMiNRIEEZMES EmRA ([ LR
Bl )M+ Frs L BT ABESRITELER HNE
TR ([EBESFE ) BAEARE LB ARERS
mr

(i) RELXFHER

Approximate

percentage of
shareholding
interest®

Number of
shares™

Name of Director EEMR ERfME BROEBEN BRESABIL
Mr. Pan Longquan (“Mr. Pan”)® ERELE Interest in controlled corporation 260,226,344 (L) 50.92%
([BErE]O Ry LB S
Ms. Zhang Tong (“Ms. Zhang"))  S{/ &+ Interest in controlled corporation 98,835,550 (L) 19.34%
(MR )@ SYEAE RS
Mr. Ke Zugian (“Mr. Ke")® AR E Interest in controlled corporation 27,118,822 (L) 5.31%
([F%E]) O ZEEEER
Mr. Michael John Clancy Michael John Interest in controlled corporation 480,100 (L) 0.09%
(“Mr. Clancy”)® Clancy% 4 SEAE R
([Clancy%&4£ 1) ®
RIBERREMRAR — T =FHhEBAHRE 21



CORPORATE GOVERNANCE AND OTHER INFORMATION
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Notes:

22

B0 MEME R

The letter “L” denotes the persons’ long position in the
Shares.

As at June 30, 2023, the total number of issued Shares was
511,053,811.

These shares are held by Panmercy Holdings Limited
(“Panmercy”), which is wholly owned by Mr. Pan, who is
also a director of Panmercy.

These shares include (i) 97,637,750 Shares held by Green
Hope Limited (“Green Hope”), which is wholly owned by
Ms. Zhang and (ii) 1,197,800 Shares held by two offshore
employee shareholding platforms pursuant to an employee
incentive arrangement, of which Ms. Zhang is the sole
director. Ms. Zhang is deemed to be interested in these
Shares for the purposes of the SFO.

These shares are held by Klamm Limited (“Klamm”), which
is wholly owned by Mr. Ke, who is also a director of Klamm.

Mr. Clancy is interested in the 480,100 Shares which are
held by NP Kun Investment Limited, which is owned by
Mr. Clancy with 46% interests. Mr. Clancy is deemed to be
interested in these Shares for the purposes of the SFO.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
EERLEMER

(i) Interest in our associated corporations

(i) REBEEHRNESR

Approximate
percentage of
shareholding

Name of Nature of interest Name of the associated corporation/subsidiary interest
director ES4H Bzt HEEE/ HELARER REBNEDL
Mr. Pan BEE Interest in controlled Chervon Global Holdings Limited (“Chervon Global”) 66.72%
corporation
R EEE Chervon Assets Management Holdings Limited 85.00%
Chervon Investment Limited 100.00%
Chervon Capital Management Limited 100.00%
Chervon Assets Holdings Limited 100.00%
Chervon (Nanjing) Management Services Co., Ltd.* (RE(ER)ERRHAE 100.00%
R 27]) (“Chervon Management Services”)
5% (BR) EBRBAERLR ([REERRS])
Nanjing Chervon International Trading Co., Ltd.* (R REBREE S ER L 85.00%
) (“Chervon International Trading”)
HRREERESERAR ([REEKRES])
Nanjing Jiuhao Electromechanical Industry Co., Ltd.* (B R &K EE£E 100.00%
R7A7]) (“Jiuhao Electromechanical’)
HRAEKEEZEARAR ([BUEHE])
Chervon Precision Technology Holdings Company Limited (“Chervon 100.00%
Precision Technology”)
RERERERERAR ([ REBERA])
Chervon (China) Investment 100.00%
RUE (hE)#RE
Chervon Auto Precision Technology 51.80%"
REREREEM
Chervon Auto Precision Technology (Europe) Limited Liability Company 100.00%
RUESERREN (BUM) BRAF
Chervon Auto Precision Technology (Anhui) Co., Ltd. *(R & 5 ERZR 100.00%
(Z#)RHER2AF) (“Chervon Anhui”)
RERERTRN (ZR) RHARAA) ([RERR])
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CORPORATE GOVERNANCE AND OTHER INFORMATION
EERLEMER

Approximate
percentage of
shareholding

Name of Nature of interest Name of the associated corporation/subsidiary interest
director ~ EE%HE ERKE HEEE WEARER RERHEIL
Ms. Zhang FXL Interest in controlled Chervon Global 24.66%
corporation
REEEES Chervon Assets Management Holdings Limited 85.00%
Chervon Investment Limited 100.00%
Chervon Capital Management Limited 100.00%
Chervon Assets Holdings Limited 100.00%
Chervon Management Services 100.00%
REERRG
Chervon International Trading 85.00%
REBEIRES
Jiuhao Electromechnical 100.00%
ERE
Chervon Precision Technology 100.00%
RIERTEN
Chervon China Investment 100.00%
RUE (hE)#RE
Chervon Auto Precision Technology 51.80%"
RERERERM
Chervon Auto Precision Technology (Europe) Limited Liability Company 100.00%
RUESERZEIT (BOM) BRAF
Chervon Anhui 100.00%
REZH
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Approximate
percentage of
shareholding

Name of Nature of interest Name of the associated corporation/subsidiary interest
director ~ EEEH i Erded REEE/ KEARER RERHEIL
Mr. Ke %4 Interest in controlled Chervon Global 6.85%
corporation
AR Chervon Assets Management Holdings Limited 85.00%
Chervon Investment Limited 100.00%
Chervon Capital Management Limited 100.00%
Chervon Assets Holdings Limited 100.00%
Chervon Management Services 100.00%
REERRG
Chervon International Trading 85.00%
REBIRES
Jiuhao Electromechanical 100.00%
AEHRE
Chervon Precision Technology 100.00%
RIEFTE
Chervon China Investment 100.00%
RUE (FE) R E
Chervon Auto Precision Technology 51.80%"
RERERTR
Chervon Auto Precision Technology (Europe) Limited Liability Company 100.00%
RUESERZEIT (BUM) BRAF
Chervon Anhui 100.00%
REZH

For identification purposes only

51.80% interest in Chervon Auto Precision Technology
is represented by 27.29% personal interest indirectly
held by Mr. Pan, Ms. Zhang and Mr. Ke in Chervon Auto
Precision Technology and 24.51% interest held through the
Company.

<SS

(1) RRIETERBZRMONS1.80% EHIEE L
R R EERNRIEREBE R EE
FEM27 29% EAAZLBBARAFEN
24.51% %5 ©
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Save as disclosed above, as of the date of this report, none
of the Directors and chief executives of the Company had
or were deemed to have any interest or short position in the
shares, underlying shares or debentures of the Company or
its associated corporations (within the meaning of Part XV of
the SFO), which were required to be notified to the Company
under Divisions 7 and 8 of Part XV of the SFO or recorded in
the register required to be kept by the Company pursuant to
Section 352 of the SFO or otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at June 30, 2023, to the best knowledge of the Directors,
the following persons (other than the Directors or the chief
executive of the Company) have interests in the shares or
underlying shares of the Company which were recorded in the
register required to be kept by the Company under section
336 of the SFO or which were required to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO:

B EXPEEIN  BEAREEH  BHEEFRA
RAEBITHRABRARAR L EBBEE (E& R E
R BMEEPIEXVER) B - AR RO K EERE
FHBE IR SHEEREEZ LB ERIEXVEE
TR8NEAME AR BN EMBERIAXE - RIRE
EH N EGRIE2HFATARRBAFENE
M ERERIOAR - HIRBERETRAENG K
RNEI MBS SA R -

FERRRAEMALTRRGORABRGNE

Nz

MR2023F 6 A30H F MEFEMHZHM M FAL (K
NAEBHTHITHABRIN RARA R 518
[ R BRI F R B E &P F 336 (& 7BL AR
REEGEMNELMNERZ  REEFERBEK
PIEEXVELE 2 230 ER AR AR A BT ML

Approximate
percentage of

Name of Nature of interest Number of shares interest®
shareholder BREERB ERME KROEE EREAEI O
Panmercy® =Ee Beneficial owner 260,226,344(L) 50.92%
EmEBA
Green Hope® R2IEO® Beneficial owner 97,637,750(L) 19.11%
EmEEA
Klamm®® RAG Beneficial owner 27,118,822(L) 5.31%
EmEBA
FMR LLC® FMR LLC® Interest in controlled corporation 41,017,937(L) 8.03%
E RN
FIDELITY FIDELITY Beneficial owner 26,721,281(L) 5.23%
INVESTMENT  INVESTMENT  EZHEE A
TRUST TRUST
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Notes:

(1) As at June 30, 2023, the total number of issued Shares was
511,053,811.

(2) Panmercy is wholly owned by Mr. Pan, who is also a

director of Panmercy.

(3) 97,637,750 Shares are held by Green Hope, which is
wholly owned by Ms. Zhang, who is also a director of
Green Hope.

(4) Klamm is wholly owned by Mr. Ke, who is also a director of
Klamm.

(5) FMR LLC holds the Shares through its direct and indirect
subsidiaries, including Fidelity Management Trust
Company, Fidelity Management & Research Company LLC,
FIAM Holdings LLC, FMR Investment Management (UK)
Limited, Fidelity Management & Research (Japan) Limited,
Fidelity Management & Research (Hong Kong) Limited,
FIAM Holdings LLC, Fidelity Institutional Asset Management
Trust Company and FIAM LLC.

Save as disclosed above, as at the date of this report, the
Directors were not aware of any persons (who were not
Directors or chief executive of the Company) who had interests
or short positions in the Shares or underlying Shares which
would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or which would be
required, pursuant to Section 336 of the SFO, to be entered in
the register referred to therein.

USE OF NET PROCEEDS FROM GLOBAL
OFFERING

The Company’s shares were listed on the Main Board of the
Stock Exchange on December 30, 2021 (the “Listing Date”).
The Company received net proceeds (after deduction of
underwriting commissions and related costs and expenses)
from the Global Offering of approximately HK$3,470.1 million
(the “Net Proceeds”).

EERLEMER

Hiat

(1) MR2023F6 A30H EETRHEHA
511,053,811 PP -

(2) RHBEELZEHRA ARELTARREE=S-

(3) 97,637,750 D mRBIFE - BIEAER L
2EHE  ARLTNAREMES -

(4) FOHWNELEZERA AAETARANE

o

# >

(5) FMR LLCEBEERZRHEENEBARR
AR - BIEFidelity Management Trust
Company - Fidelity Management & Research
Company LLC * FIAM Holdings LLC * FMR
Investment Management (UK) Limited -
Fidelity Management & Research (Japan)
Limited - Fidelity Management & Research
(Hong Kong) Limited * FIAM Holdings LLC -
Fidelity Institutional Asset Management Trust
Company & FIAM LLC °

BEXFEEESN  RARSAM  EFLTAE
AL EHEERAAAEBARAL) KRG
S ARBEAR 9 B ARAE B 5 A D B XV B 2
RIHBHEXERAR VEBORSIAR - AR
Ji 38 35 9 B 1417 55 336 I 2R T 2B DA K IR T L
B RS E -

2R E S REFE

ARAFHER2021FE12A30B ([ EHEH])
FEHRZATER LT o ARRIESHZ2EREEFTEHK
BFE(NMheEfe RBERNARASR) N A
3470 1EEB L ([ FIBREFHE]) -

RIEEBRERAT —E - =FhHRE 27



CORPORATE GOVERNANCE AND OTHER INFORMATION

EERLEMER

As of June 30, 2023, the Group had remaining Net Proceeds
of approximately HK$1,930.5 million (“Remaining Net
Proceeds”). As set out in the Prospectus, it was the
Company’s plan to that 66.5% of the Net Proceeds, including
the Remaining Net Proceeds, would be used for expanding
and upgrading production facilities. After due and careful

HZE2023F6 A30R * NEBWER TFIERIEFRE
#4/1,930.588F T ([ TABRIEFE]) -
BIRERRAHE - AR RIFTEI#866.5% K ATIS RIEF
H(REHRTHEREFHE) AREARABREER
M WA RBEEZ RAEEMNEBKIE LT EHE
ItHMERREREFEKE FEEFDN20234F8

an

consideration of Group's business strategy and evolving A28 AE RS TSR B FEMNEN H B LKL
market environment and customer needs, the Board has E#HEMERMT
resolved on August 28, 2023 to approve the reallocation of the
Remaining Net Proceeds and updated timeframe as set out
below:
Amount of Balance of
Net Proceeds Amount of Remaining
Original  unutilized as of Net Proceeds  Net Proceeds Updated
percentage  December 31, utilized as of Allocation
of total 2022 during the  June 30,2023 of Remaining  Updated timeframe
Allocation of  Net Proceeds EZ2022F  Reporting Period EZ2023F  Net Proceeds  for use of the
Net Proceeds  {5fii§578 127318 BEHR 6308  SEHHBT  Remaining Net Proceeds
Intended use of Net Proceeds FEFE  FEAEN  BAFSHE BRfEIE  BTRENE FEZE KEFRRHTHE
fERERERERE BEAR  REAM FHeH BELH FELH FEAR JERBOREZ
Expanding and upgrading HK$2,307.6 66.5% HK$2,053.0 HK$122.5 HK$1,930.5 HK$430.5  Before December 31, 2024
production facilities million million million million million
BARARAEERSE 23076EBET 86.5% 2053.0BEET 120588 1930558%T 4055E8T 2024512831824
Researching and developing HK$312.3 9.0% - - - HK$469.1  Before December 31, 2024
products million million
EnE 3123B5ET 9.0% - - - 4691EEAT 20245 12R31B 24
Enhancing sales and distribution HK$242.9 7.0% - - - HK$469.1  Before December 31, 2024
channels million million
BRHERHBRE U29RERT 7.0% - - - 4601EBETL 2024512831827
Paying interest-bearing bank HK$260.3 7.5% - - - HK$391.9  Before December 31, 2024
borrowings million million
XA BETER URER 7.5% - - - J19EEAT  2024512A31B 27
Working capital and other HK$347.0 10.0% - - - HK$169.9  Before December 31, 2024
general corporate purposes million million
LEELRAM-ROERR 370BEET 100% - - - 169.9BERT  2024512A31BZH
Total HK$3,470.1 100.0% HK$2,053.0 HK$122.5 HK$1,9305  HK$1,9305
million million million million million
& 3AT01BBAT 100.0% 2053.0BEAT 125BBEL 1930588819058 8%
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Reasons for Change in the Use of Remaining Net
Proceeds

Considering the macroeconomic uncertainties, the Company
has decided to adjust the development pace of its CHERVON
Smart Production Industrial Park to align with such market
change. Accordingly, part of the Remaining Net Proceeds
will be reallocated to researching and developing products,
enhancing sales and distribution channels, paying interest-
bearing bank borrowings and working capital and other
general corporate purposes.

The Board is of the view that the reallocated use of Remaining
Net Proceeds will enable the Company to strengthen its
competitive position, better address customers’ needs, adapt
to changing market conditions and improve the efficiency
of the funds utilization, in alignment with the Company’s
strategic objectives and operational needs. Accordingly, the
Board considers that the reallocated use of the Remaining
Net Proceeds is in the best interest of the Company and
its shareholders as a whole, and will not have any material
adverse impact on the existing business and operations of the
Group.

The Remaining Net Proceeds are primarily placed in licensed
banks in the PRC and Hong Kong as of the date of this report.
Save as disclosed in this report, there is no other change in
the use of the Net Proceeds.
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USE OF NET PROCEEDS FROM PLACING AND
TOP-UP SUBSCRIPTION

Unless otherwise defined, capitalized terms used in this
section have the same meanings as those defined in the report
of the Company dated January 12, 2023.

On January 12, 2023 (before trading hours), the Company,
Panmercy Holdings Limited, a company incorporated in Hong
Kong with limited liability and a controlling shareholder of
the Company (the “Seller’) and China International Capital
Corporation Hong Kong Securities Limited (the “Placing
Manager”) entered into a placing and subscription agreement
(the “Placing and Subscription Agreement”), pursuant
to which, (a) the Seller has agreed to appoint the Placing
Manager, and the Placing Manager has agreed to act as an
agent of the Seller and to procure purchasers to purchase on
a best efforts basis, an aggregate of up to 20,835,000 existing
Shares at the price of HK$37.50 per Sale Share (the “Placing
Price”); and (b) the Seller has agreed to subscribe for, and
the Company has agreed to allot and issue to the Seller, an
aggregate of up to 20,835,000 new Shares at the Subscription
Price (being the same as the Placing Price), in each case upon
the terms and subject to the conditions set out in the Placing
and Subscription Agreement. The closing price per Share as
quoted on the Stock Exchange as of January 11, 2023 was
HK$42.40.
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The Directors are of the view that the Placing and Subscription
will benefit the Group’s long term development and broaden
the shareholder base and capital base of the Group to
facilitate future growth and development of its business, as
well as to increase the liquidity of the Shares. The Directors
(including the independent non-executive Directors) are also
of view that the Placing and Subscription is in the interests of
the Company and the Shareholders as a whole and the terms
of the Placing and Subscription Agreement, which were arrived
at after arm’s length negotiations between the Company, the
Seller and the Placing Manager, are fair and reasonable so far
as the Shareholders are concerned.

The completion of the Placing and Subscription took place on
January 19, 2023 in accordance with the terms and conditions
of the Placing and Subscription Agreement, where an
aggregate of 20,835,000 Sale Shares were successfully placed
to no less than six placees (which are professional, institutional
and/or individual investors) (the “Placees”) at the Placing
Price of HK$37.50 for each Sale Share. As all conditions of
the Subscription have been fulfilled, the Company allotted
and issued 20,835,000 Subscription Shares to the Seller at
HK$37.50 per Subscription Share on January 19, 2023 in
accordance with the terms and conditions of the Placing and
Subscription Agreement. The Placees (and their respective
ultimate beneficial owners) were third parties independent of
the Company and its connected persons and no individual
Placee has become a substantial shareholder of the Company
upon the completion of the Placing and Subscription.

EERLEMER

EERA RERRBFESBENNAEENRS
BR - UWBARKENRRERREARER - U
EEEXBORKIBREER - URIEMRO RS
- ER (BREBIUFNTES) FRA  KEMR

WEBRE AR T REE BRI WEERR
Wi GREART BFRRERBATE

HEEE  BRRMEBATAE -

RAEEENAEEHECN2023F1 A19AREES
KRB B G R G 78Rk - & $£20,835,000/%
HER M AFREEM D 37508 TN EBRINE
EFTIORNEEAREAN (BEAFE  WEL %
BARESE) ([FAEBA]) - AR RBSENME &M
HEERK » A AR 2023F1 A19BIRERE LR
BRI GRS RRERMN37.508LAE
7 Big 2% 2 3£1720,835,000 % R (D o AEEA (K
BESAZRRESBBA) BBLRAARIREH
BEATZE=T - AEEAAEEARES RRE
EEEHERBERRZEBRE -

REZRBERAT —Z_=FPHK 31

Dff



CORPORATE GOVERNANCE AND OTHER INFORMATION
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The net proceeds from the Subscription (after deducting all
fees, costs and expenses incurred by the Company and the
Seller in connection with the Placing and the Subscription)
amount to approximately HK$773 million. The net Subscription
Price, after deducting such fees, costs and expenses, is
therefore approximately HK$37.12 per Subscription Share. The
Board intended to use the net proceeds from the Subscription
mainly for the enhancement of sales and distribution channels,
research and development of products, upgrade of production
facilities, as well as other general working capital purposes.
The intended uses and balance of the net proceeds from the
Placing and Top-Up Subscription are set out below:

R EENMGHRIRFR (BB QR MBI sE
EEEARBETEMELNMBEER - KARFAX
BIWBTTIAEET - Bt - FRBE (KHKA
BMER  RARRAXK) HRERBERM37.128
T BEEERRERBEEMGIRFEIZANE
BIHERDHEE  EmE - FAREERMEUAR
Hi—R2EBECAN - EEREERFNRBBME
RIBFRRHBEE R G M AEARE DT

Amount of

Net Proceeds
unutilized as of
December 31,

Balance of
Net Proceeds
unutilized as of

Amount of

Net Proceeds Intended

Percentage 2022  utilized during  June 30,2023 timeframe for use
Allocation of of total HZ2022F  the Reporting #Z2023F of the unutilized
Net Proceeds  Net Proceeds 12A31BXEA Period 6H30HAEA  Net Proceeds
Intended use of Net Proceeds FBHE (HREREFE FBRE HEHRBARE FERE FRABRAMERE
FeRERERERE FEAR BENEI FHEeE HEFESE FELER FENERREE
Upgrade of production facilities HK$309.2 40.0% HK$309.2 HK$309.2  Nil N/A
million million million

RBREERE 309.2BEAT 400%  3092BEETL  3092BEAT T TER
Research and development of HK$231.9 30.0% HK$231.9 HK$231.9  Nil N/A

products million million million
EmE 2319HERTT 30.0% 2319HEBTT 2319FER T T TEHA
Enhancement of sales and HK$77.3 10.0% HK$77.3 HK$77.3  Nil N/A

distribution channels million million million
HREERD RS T1.3EEAT 10.0% T1.3EEAT 773888 % TEA
Other general working capital HK$154.6 20.0% HK$154.6 HK$154.6  Nil N/A

purposes million million million
Ht—ReEgems 1546 BEET 200%  1546EEET  1546EEET T TER
Total HK$773.0 100.0% HK$773.0 HK$773.0  Nil

million million million
@t T73.088HT 100.0%  773.0B&BT  773.0EEAT %
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INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend in
respect of the six months ended June 30, 2023.

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

During the Reporting Period, neither the Company nor any of
its subsidiaries has purchased, redeemed or sold any of the
Company'’s listed securities.

CHANGES TO DIRECTORS’ AND SENIOR
MANAGEMENT’S INFORMATION

There is no change to information of Directors and the senior
management required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules.

PUBLIC FLOAT

The Company has applied to the Stock Exchange to request
the Stock Exchange to exercise its discretion under Rule
8.08(1)(d) of the Listing Rules, and the Stock Exchange has
granted to the Company, a waiver from strict compliance with
the requirements under Rule 8.08(1)(a) of the Listing Rules.
Based on the information that is publicly available to the
Company and to the best knowledge of the Directors, at least
18.43% (being the minimum public float prescribed by the
Stock Exchange and the Listing Rules) of the Company’s entire
issued share capital were held by the public as at the date of
this report.

EVENT AFTER THE PERIOD

As at the date of this report, the Group has no important
events which occurred after the end of the Reporting Period
that are required to be disclosed.
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AUDIT COMMITTEE

The Board has established the Audit Committee, which
comprises three independent non-executive Directors, namely,
Dr. Li Minghui (Chairperson), Mr. Tian Ming and Mr. Jiang
Li. The Audit Committee has also adopted written terms of
reference which clearly set out its duties and obligations
(the terms of reference are available on the websites of the
Company and the Stock Exchange).

The Audit Committee has, together with the senior
management of the Company, reviewed the accounting
principles and practices adopted by the Group, and discussed
internal control and financial reporting matters, including a
review of the interim financial information for the six months
ended June 30, 2023.

INDEPENDENT REVIEW OF AUDITOR

The interim financial report for the six months ended June
30, 2023 is unaudited, but has been reviewed by KPMG,
in accordance with Hong Kong Standard on Review
Engagements No. 2410 “Review of interim financial information
performed by the independent auditor of the entity” issued by
the Hong Kong Institute of Certified Public Accountants, whose
unmodified review report is included in the interim report to be
sent to the Company’s equity Shareholders.

CORPORATE GOVERNANCE PRACTICES

The Company strives to attain and maintain high standards
of corporate governance best suited to the needs and
interests of the Group as it believes that an effective corporate
governance framework is fundamental to promoting and
safeguarding interests of Shareholders and other stakeholders
and enhancing Shareholder value. Accordingly, the Company
has adopted and applied corporate governance principles
and practices that emphasize a quality board of Directors,
effective risk management and internal control systems,
stringent disclosure practices, transparency and accountability
as well as effective communication and engagement with
It is, in addition,
committed to continuously enhancing these standards and

Shareholders and other stakeholders.
practices and including a robust culture of compliance and

ethical governance underlying the business operations and
practices across the Group.
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The Company has adopted the Corporate Governance Code
as set out in Appendix 14 to the Listing Rules (the “CG Code”)
as its own code of corporate governance. During the Reporting
Period and up to the date of this report, the Company has
complied with all applicable code provisions under the CG
Code and adopted most of the best practices set out therein
except for the following provision.

Code provision C.2.1, Part 2 of the CG Code, recommends,
but does not require, that the roles of chairperson and chief
executive should be separate and should not be performed by
the same person. Our Company deviates from this provision as
Mr. Pan performs both the roles of the Chairman of our Board
and the chief executive officer of our Company. Mr. Pan is the
principal founder of our Group and has extensive experience
in the business operations and management of our Group. Our
Board believes that vesting the roles of both chairman and
chief executive officer to Mr. Pan has the benefit of ensuring
consistent leadership within our Group and enables more
effective and efficient overall strategic planning. This structure
will enable our Company to make and implement decisions
promptly and effectively.

Our Board considers that the balance of power and authority
will not be impaired due to this arrangement. In addition, all
major decisions are made in consultation with members of our
Board, including the relevant Board committees, and three
independent non-executive Directors. Our Board will reassess
the division of the roles of chairman and the chief executive
officer from time-to-time, and may recommend dividing the
two roles between different people in the future, taking into
account the circumstances of our Group as a whole.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

EERLEMER

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as its own code of conduct
regarding Directors’ securities transactions. In response to
specific enquiries made, all of the Directors confirmed that
they have complied with the required standards as set out in
the Model Code during the Reporting Period. There has been
no non-compliance with the required standard set out in the
Model Code during the Reporting Period and up to the date of
this report.

By Order of the Board

Pan Longquan

Executive Director, Chairman and Chief Executive Officer
Hong Kong, August 28, 2023
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INDEPENDENT AUDITOR'S REPORT

Review report to the board of directors of
Chervon Holdings Limited
(Incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on
pages 39 to 80 which comprises the consolidated statement
of financial position of Chervon Holdings Limited as of June
30, 2023 and the consolidated statement of profit or loss, the
statement of profit or loss and other comprehensive income
and the statement of changes in equity and the condensed
consolidated cash flow statement for the six month period then
ended and explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of an interim financial report to be in
compliance with the relevant provisions thereof and Hong
Kong Accounting Standard (“HKAS") 34,
reporting, issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). The directors are responsible for the
preparation and presentation of the interim financial report in
accordance with HKAS 34.

Interim financial

Our responsibility is to form a conclusion, based on our review,
on the interim financial report 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.

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 HKICPA. A review of the interim
financial report consists of making enquiries, 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.
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INDEPENDENT AUDITOR'S REPORT

B 2 BE S

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at
June 30, 2023 is not prepared, in all material respects, in
accordance with HKAS 34, Interim financial reporting.

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

Date: August 28, 2023
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

= N\ 7

=

= AN

N 3

For the six months ended June 30, 2023 (unaudited) (Expressed in US dollars (“USD”))

E22023%F6 30 HIENELA (RiEg#) (KT ([T ) 5))

Six months ended June 30,

BZ6H308LA<EA
2023 2022
2023F 20224
Note USD’ 000 USD’000
k=3 =7 FET
Revenue PN 4 738,545 1,002,021
Cost of revenue WA B AR (501,249) (711,975)
Gross profit EF 237,296 290,046
Other revenue HaA 5(a) 2,745 1,746
Other net losses HMEEFEE 5(b) (4,666) (32,295)
Selling and distribution expenses HERDHAX (93,989) (101,362)
Administrative and other operating expenses  {TH M E A 4E &5 (40,312) (40,035)
Research and development costs TR A (33,485) (31,403)
Profit from operations FEg=—F 1| 67,589 86,697
Net finance costs U IR R 6(a) (1,514) (9,496)
Share of loss of an associate FELER & R RIBE (8,224) (745)
Profit before taxation RRB A1 7 6 57,851 76,456
Income tax expense FTiSBif 7 (8,800) (12,983)
Profit for the period BRI 49,051 63,473
Attributable to: PN o Z
Equity shareholders of the Company RN El =R R 49,119 63,473
Non-controlling interests FEIE I (68) -
Profit for the period B FIHE 49,051 63,473
Earnings per share BREF 8
Basic (USD) HAR(ET) 0.10 0.13
Diluted (USD) BE (E7T) 0.10 0.13
The notes on pages 48 to 80 form part of this interim financial % 48Z=80 B MM A AP M FREN —ID -
report.
RIEZEIRBR AT 39



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

AN

w3

B M HEMEE N AR

For the six months ended June 30, 2023 (unaudited) (Expressed in US dollars)
BIZ 202346 A30 A 1L 5187 (RAE&F) (UFETHT)

Six months ended June 30,

BZ6H3081LA<@EA
2023 2022
2023F 20224
Note USD’ 000 USD’000
B et =7 FET
Profit for the period 49,051 63,473
Other comprehensive income for the HRHEMEZERE
period (after tax and reclassification (REAEEHIER)
adjustments)
Item that will not be reclassified subsequently FEEFET & E#H P F 157
to profit or loss:
Remeasurement of net defined benefit liability, FRERA A &F58 (220) (23)
net of tax (MBREIE) EFETE
Items that are or may be reclassified BER R E T DA A BEEFT
subsequently to profit or l0ss: SRR HIIEE -
Exchange difference on translation of financial e (MmIEETE (28,087) (17,684)
statements of subsidiaries with functional TC]) BB A E
currencies other than US dollar (“USD") WMERAE N =5
Total comprehensive income for the period HAZEWZAEE 20,744 45,766
Attributable to: LT AL ML -
Equity shareholders of the Company PAYNGIL Znli 20,812 45,766
Non-controlling interests (68) -
Total comprehensive income for the period HAZEWEEEE 20,744 45,766

The notes on pages 48 to 80 form part of this interim financial

report.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e MR

At June 30, 2023 (unaudited) (Expressed in US dollars)

20236 30 H (F#AE&F#) (AZETIT)

At At
June 30, December 31,
2023 2022
R20235F R20224F
6H30H 12H31H
Note USD’000 USD’000
k23 £ FEx
Non-current assets FREEE
Property, plant and equipment Y - BE K& 9(a) 256,956 233,224
Right-of-use assets FERAEEE 9(b) 37,226 44,631
Intangible assets EmEEE 1,014 1,162
Interest in an associate REEE R E MR 95,612 106,566
Prepayments, deposits and other ~ JEfFIE - (RES R H M FEW A 13 16,910 5,851
receivables
Financial assets at fair value UWAABEFTEAHEEEHTAEH 10 6,320 6,202
through profit or loss (“FVPL”") Bm([AAnEAEFEEAY
FFAEHERE)NEREE
Deferred tax assets EERIEE B 36,853 30,879
450,891 428,515
Current assets REBEE
Financial assets at FVPL NAnBEFAEEEEZHTAEH 10 - 20,019
BalmEmiE
Derivative financial instruments PTEeMmT A 38 2,288
Inventories BrE 11 565,178 599,999
Right to returned goods asset REIEYEERER 2,658 4,417
Trade and bills receivables B Z I WCROE K R R 12 292,997 220,220
Prepayments, deposits and other ~ FEfTFUIA « (R:E S N H b fE U FIE 13 72,500 78,654
receivables
Taxation recoverable AU el FE TE 3,716 5,184
Pledged deposits HEIFFR 14 19,934 36,495
Cash and cash equivalents BeRREEEY 14 396,267 466,713
1,353,288 1,433,989

The notes on pages 48 to 80 form part of this interim financial

report.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR e ISR

At June 30, 2023 (unaudited) (Expressed in US dollars)

R2023F6 30 A (FKAE& ) (KXETLIT)

At At
June 30, December 31,
2023 2022
20235 R20224F
6H30H 12H31H
Note USD’000 USD’000
Bt eI FET
Current liabilities REBEE
Bank loans IRITER 15 207,890 192,904
Derivative financial instruments PTHESBTEA 8,601 3,581
Lease liabilities HEaE 6,114 7,583
Trade and bills payables E NI R ENRE 16 217,355 294,452
Other payables and accruals H e R IE R ER &R 17 208,756 177,166
Taxation payable FERIBEIE 5,135 9,710
Warranty provision RISHE B 22,547 19,030
Refund liabilities from right of REEFRRRAE 3,840 6,432
return
680,238 710,858
Net current assets RBEEFE 673,050 723,131
Total assets less current HEERRBEE 1,123,941 1,151,646
liabilities
Non-current liabilities kREBEE
Bank loans RITER 15 47,277 136,589
Lease liabilities HEBE 9,521 14,460
Warranty provision RIS 21,663 38,059
Deferred income PRI = 3,531 3,709
Defined benefit retirement plans ~ RE@FIEAKTEIEH 434 473
obligation
Deferred tax liabilities BLEBIEAE 12,159 12,257
94,585 205,547
NET ASSETS EEZRE 1,029,356 946,099

The notes on pages 48 to 80 form part of this interim financial

report.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
are ISR

At June 30, 2023 (unaudited) (Expressed in US dollars)
R2023%F6 308 (Fis&w) (UETIT)

At At
June 30, December 31,
2023 2022
H2023F R20224F
6H30H 12H31H
Note USD’ 000 USD’000
23 ET FET
CAPITAL AND RESERVES EXR#E
Share capital f& A 18 601,859 502,654
Reserves ikt 18 427,656 443,536
Total equity attributable to AATESERREGESAEE 1,029,515 946,190
equity shareholders of the
Company
Non-controlling interests FEIERR R (159) (91)
TOTAL EQUITY EREE 1,029,356 946,099

The financial statements are approved and authorized for ZEMBHMROEZE S AN IFRETI -
issue by the board of directors.

Pan Longquan Zhang Tong

BRER [:3:7

Director Director

5% %

Date: August 28, 2023 HEf : 20238 H28H

The notes on pages 48 to 80 form part of this interim financial ~ $48Z 808 MM s A AR BRI 3R E B — 5 ©

report.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

GEE

=
N}

RemER

For the six months ended June 30, 2023 (unaudited) (Expressed in US dollars)
AU FE 202396 H30 A 15187 (RiE&F#) (UFETST)

Six months ended June 30,

BZ6H30HLX<EA
2023 2022
20235 20224
USD’ 000 USD’'000
FTERT FETT
Operating activities KEEY
Cash generated from operations 4R AL ETIETE (77,261) (83,054)
Tax paid 2R IE (9,320) (5,927)
Net cash used in operating activities ST TR ST (86,581) (88,981)
Investing activities REEE
Payment for the acquisition of properties, plants W% « BE L& ES = (46,385) (73,053)
and equipment
Proceeds from disposal of properties, plants and HEW¥ « FE R ETERIE 1,793 291
equipment
Proceeds from disposal of convertible bonds H & AT RS (& 5 ) T8 A 19,317 -
Other cash flows arising from investing activities Hig& FHHNIR L RS 5,651 (660)
Net cash used in investing activities BEETETARES EE (19,624) (73,422)
Financing activities 7l E B
Proceeds from issue of ordinary shares by initial L& /K AR EE R 31T @ARHIFT - 58,033
public offering pursuant to the over-allotment BEIE - RIEBERRE - KBRS
option, net of issuance costs paid HEBITR A
Proceeds from issue of ordinary shares, net of T EBARHIATIE A - R 2 99,205 =
issuance costs paid YN
Other cash flows arising from financing activities g & EHNEMIRE RS (62,585) (60,750)
Net cash generated from/(used in) financing BETHFRE (FFH)BEEE 36,620 (2,717)
activities
Net decrease in cash and cash equivalents HEeLRESZEYRL FE (69,585) (165,120)
Cash and cash equivalents at the beginning HIBESRESZEY 466,713 664,990
of the period
Effect of foreign exchange rate changes YN BB R B Y 22 (861) (992)
Cash and cash equivalents at the end of the HAAESRESZEY 396,267 498,878

period

The notes on pages 48 to 80 form part of this interim financial

report.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

2N

AT B RS R M A

(Expressed in US dollars unless otherwise indicated)
(AZETIT - BRIEZHIES)

1

48

GENERAL INFORMATION

The Company was incorporated in Hong Kong on
February 19, 1999 as a limited liability company with
its registered office at Unit 04, 22/F, Saxon Tower, 7
Cheung Shun Street, Lai Chi Kok, Kin, Hong Kong. The
Company’s shares were listed on the Main Board of the
Stock Exchange of Hong Kong Limited on December
30, 2021.

The Company is an investment holding company.
The Group are principally engaged in researching,
developing, manufacturing, testing, sales, and after-
sale services for power tools, outdoor power equipment
and related products.

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 of Hong Kong Limited, including
compliance with Hong Kong Accounting Standard
(“HKAS") 34, Interim financial reporting, issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA"). It was authorized for issue on 28 August,
2023.

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2022 annual financial statements, except for
the accounting policy changes that are expected to
be reflected in the 2023 annual financial statements.
Details of any changes in accounting policies are set
out in Note 3.

Chervon Holdings Limited
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BASIS OF PREPARATION (CONTINUED)

The preparation of an interim financial report in
conformity with HKAS 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.

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 2022 annual
financial statements. The condensed consolidated
interim financial statements and notes thereon do not
include all of the information required for a full set
of financial statements prepared in accordance with
HKFRSs.

The interim financial report is unaudited, but has
been reviewed by KPMG 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. KPMG’s independent review report to the
Board of Directors is included on pages 37 and 38.

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

SEZT AP RS T

(Expressed in US dollars unless otherwise indicated)
(UZETIT - BRIESFHIEH)
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BASIS OF PREPARATION (CONTINUED)

The financial information relating to the financial year
ended December 31, 2022 that is included in the
interim financial report as comparative information
does not constitute the Company’s statutory annual
consolidated financial statements for that financial
year but is derived from those financial statements.
Further information relating to these statutory financial
statements disclosed in accordance with section 436 of
the Hong Kong Companies Ordinance (Cap. 622) is as
follows:

The Company has delivered the financial statements for
the year ended December 31, 2022 to the Registrar of
Companies as required by section 662(3) of, and Part 3
of Schedule 6 to, the Companies Ordinance.

The Company’s auditor has reported on those financial
statements. The auditor’s report was unqualified; did not
include a reference to any matters to which the auditor
drew attention by way of emphasis without qualifying its
report; and did not contain a statement under section
406(2), 407(2) or (3) of the Companies Ordinance.

Chervon Holdings Limited
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CHANGES IN ACCOUNTING POLICIES
New and amended HKFRSs

The Group has applied the following new and amended
HKFRSs issued by the HKICPA to this interim financial
report for the current accounting period:

HKFRS 17, Insurance contracts

o Amendments to HKAS 8, Accounting policies,
changes in accounting estimates and errors:
Definition of accounting estimates

° Amendments to HKAS 12, Income taxes:
Deferred tax related to assets and liabilities
arising from a single transaction

o Amendments to HKAS 12, Income taxes:
International tax reform — Pillar Two model rules

None of these developments have had a material effect
on how the Group’s results and financial position for
the current or prior periods have been prepared or
presented in this interim financial report.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.
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(a)

52

REVENUE AND SEGMENT REPORTING

The principal activities of the Group are researching,
developing, manufacturing, testing, sales, and after-
sale services for power tools, outdoor power equipment
and related products. Further details regarding the
Group’s principal activities are disclosed in Note 4(b).

Disaggregation of revenue

Disaggregation of revenue from contracts with
customers by major business lines is as follows:

(a)

WA R 7 EBEHE

AEEHIELHREHTA - B HR
BREBESOTE - B AR HWER
TR - 4D RET ASEE TR
B — RS -

WADE

BEFE & NNBRAREZRB RS BN
T

Six months ended June 30

HZ6H30BLAEA
2023 2022
2023 F 20224
USD’000 UsSD’000
E FET
Revenue from contracts with customers ZEBB R EERFE 155521 E A2
within the scope of HKFRS 15 EEMETEHHKA
Disaggregated by major products EXrEEMOE
— Sales of power tools —HESHITE 286,299 401,215
— Sales of outdoor power equipment — SHEPINE) IR 445,179 595,890
— Others — HAth 7,067 4,916
738,545 1,002,021

The Group’s revenue from contracts with customers
were recognised at point in time.

The Group’s customer base is diversified and 2 (six
months ended June 30, 2022: 2) customers with whom
transactions have exceeded 10% of the Group’s
revenues for the period ended June 30, 2023. The total
revenue from the sales of power tools, outdoor power
equipment and others to these customers amounted to
US$323 million (2022: US$517 million).
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(b)

REVENUE AND SEGMENT REPORTING
(CONTINUED)

Segment reporting

The Group manages its businesses by divisions,
which are organised by a mixture of both business
lines (products and services) and geography. In a
manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation
and performance assessment, the Group has presented
the following reportable segments. No operating
segments have been aggregated to form the following
reportable segments.

o Power tools: sales of power tools and power
tool accessories for consumer, professional
and industrial users. The products are available
under the FLEX, DEVON SKIL and X-TRON
brands plus original design manufacturer
(“*ODM”) customers.

o Qutdoor power equipment: sales of outdoor
tools and outdoor tool accessories for premium
or professional and mass-market users. The
products are available under the EGO and SKIL
brands, plus a few key ODM customers.

o Others: sales of parts and components to a
home appliances business.

(b)

(Expressed in US dollars unless otherwise indicated)
(UZETIT - BRIESFHIEH)
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4

(b)
()

54

REVENUE AND SEGMENT REPORTING
(CONTINUED)

Segment reporting (Continued)
Information about reportable segments

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s senior executive management monitor the
results attributable to each reportable segment on the
following bases:

Revenue is allocated to the reportable segments with
reference to sales generated by those segments.

The measure used for reporting segment profit is gross
profit. Segment profit is used to measure performance
as management believes that such information is the
most relevant in evaluating the results of the respective
segments relative to other entities that operate in the
same industries.

In addition to receiving segment information concerning
segment results, management is provided with segment
information concerning revenue generated by the
segments in their operations.

Segment assets and liabilities are not regularly
reported to the Group's executive directors and
therefore information of reportable segment assets and
liabilities are not presented in the consolidated financial
statements.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
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(b)
(1)

REVENUE AND SEGMENT REPORTING

(CONTINUED)

Segment reporting (Continued)

Information about reportable segments (Continued)

Disaggregation of revenue from contracts with
customers by the timing of revenue recognition, as
well as information regarding the Group’s reportable
segments as provided to the Group’s senior executive
management for the purposes of resource allocation
and assessment of segment performance is set out

below.

(b)
(i)

(Expressed in US dollars unless otherwise indicated)
(UZETIT - BRIESFHIEH)

WAR D EBEHE (&)

2 REE (&)
&S EER ()

RIBRAFER R R EE P RITHROBA
WD URBERDE RS BEEF G
AAEESRTREEABRTNHBAARSE
B E D BB TR ©

Reportable segments

BEDD
Outdoor Total
Power power reportable
tools equipment Others  segments
EHIE FHEDRE Hit R 2 A5
USD’000 USD’ 000 USD’ 000 USD’000
EY Y EY E
Six months ended June 30, 2023 EZ2023F6830H1LxEA
Revenue from external customers REMDEFHBA
Point in time NSk 286,299 445,179 7,067 738,545
Gross profit from external customers — RENBESHEFRRE 72,572 163,128 1,596 237,296
and reportable segment profit 2 E A
Reportable segments
wENH
Outdoor Total
Power power reportable
tools  equipment Others segments
EHTE PHEBRE Hith H|ED B
USD’000 USD’000 UsD’000 USD’'000
FTEr = T=x FTxr
Six months ended June 30, 2022 EZ2022F6830H1L<EA
Revenue from external customers RENMBEFHBA
Point in time RS2 401,215 595,890 4,916 1,002,021
Gross profit from external customers  REIMNDEFHEFIRRE 98,410 191,038 598 290,046

and reportable segment profit

73 FH
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(AZETTIT - IR F158)

4

(b)
(ii)

(iii)

56

REVENUE AND SEGMENT REPORTING 4

(CONTINUED)

WAR D EBEHE (&)

Segment reporting (Continued) (b) HEH®E (E)
Reconciliations of reportable segment gross profit (i) WESEEFEE
Six months ended June 30,
HZE6H30R1E~EA
2023 2022
2023F 20224
USD’000 USD’000
SFESTR FET
Reportable segment gross profit WEDEEN 237,296 290,046
Other revenue E U A 2,745 1,746
Other net losses HbE 18558 (4,666) (32,295)
Selling and distribution expenses HERDHAX (93,989) (101,362)
Administrative and other operating expenses TR H & &M (40,312) (40,035)
Research and development costs IR D N (33,485) (31,403)
Net finance costs B TSP AN 558 (1,514) (9,496)
Share of loss of an associate FE{L B & A RBE (8,224) (745)
Consolidated profit before taxation KB AT 4R & IR 57,851 76,456

Geographic information

(iii)

The following table sets out the geographic information
analyses of the Group’'s revenue and specified
non-current assets including property, plant and
equipment, right-of-use assets and intangible assets
(“specified non-current assets”). In presenting the
geographic information, segment revenue has been
based on the geographic location of customers and
segment assets have been based on the geographic

location of the assets.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

(b)
(iii)

REVENUE AND SEGMENT REPORTING

(CONTINUED)

Segment reporting (Continued)
Geographic information (Continued)

Revenue from external customers

ARAE

4

(b)
(iii)

=A% R S RS Y R

(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

WAR D EBHRE (H)

2 REE (&)
HIEER (&)
KEINBEFHUA

Six months ended June 30

B Z6H30H AR
2023 2022
20234 20224
USD’ 000 USD’000
E FErx
North America it 485,285 696,219
Europe B 174,902 198,913
China s 54,230 65,331
Rest of the World R fth i (@ 24,128 41,558
738,545 1,002,021

Specified non-current assets REMEBEE

As at As at
30 June 31 December
2023 2022
2023 % R20224
68308 12A31H
USD’ 000 USD’000
SFEZm FE
North America IS 16,039 17,325
Europe B 30,204 27,233
China i 248,953 234,459
295,196 279,017

SEERERAR
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(Expressed in US dollars unless otherwise indicated)

(AZETTIT - IR F158)

5 OTHER REVENUE AND OTHER NET LOSSES 5 Ha AR &8 F 5
(a) Other revenue (a) HfpgA
Six months ended June 30
HZ6H30H1E<EAR
2023 2022
2023 20224
USD’ 000 USD’000
e FEr
Government grants BT #6 B) 424 731
Sale of scrap materials EERLHE 2,150 835
Rental income el 171 180
2,745 1,746
(b)  Other net losses (b) HitEigaFHE

Six months ended June 30

B Z6H308LLA<EA
2023 2022
2023 F 20224
USD’ 000 USD’000
ED FET
Net foreign exchange gains/(loss) SNEURES  (B518) 558 7,245 (9,895)
Net gains/(loss) on disposal of properties, HEME - BEREED 36 (63)
plants and equipment Wik (B518) F58
Net realized and unrealized loss on convertible — ATHAR(E 5 2 B8 N R & I8 (630) (12,836)
bonds 18558
Net realized and unrealized gains on financial AR BEFZEEEZEHA 1,031 287
assets at FVPL other than convertible bonds EHETNEREEND
B R AR NS FEE
(ATRRREHBRIN)
Net realized and unrealized loss on derivative TESMTEMNBEER K (12,338) (9,710)
financial instruments KRB EEEE
Others Hih (10) (78)
(4,666) (82,295)
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(a)

(b)

(Expressed in US dollars unless otherwise indicated)
(UZETIT - BRIESFHIEH)

PROFIT BEFORE TAXATION 6 R %1 A0 )
Profit before taxation is arrived at after (crediting)/ BB R T4 (GTA), BT & IBE S
charging: H o
Net finance costs (a) HBERAFE
Six months ended June 30
HZ6H3081EEAR
2023 2022
20234 20224
USD’000 USD’000
FEx FET
Interest income from bank deposits RITIF A EHA (4,784) (1,182)
Finance income IS YA (4,784) (1,182)
Interest on bank loans IRITERF S 5,438 6,281
Interest on lease liabilities HEAEF S 314 482
Interest on factoring business RIEZETEFIE 546 3,915
Finance costs B SRR AR 6,298 10,678
Net finance costs B TSR AN SRR 1,514 9,496
Other items (b) EHfbEHR
Six months ended June 30
HBZ6H30HLAMEA
2023 2022
20234 20224
USD’ 000 USD’000
Ep FEr
Depreciation charge HEER
— owned properties, plants and equipment — BBEWE  BEMEE 14,082 12,324
- right-of-use assets —FRAREE 4,533 4,702
Amortization of intangible assets B EERH 148 149
Provision for write-down of inventories FE MU 1,106 5815
Cost of inventories sold (Note) FrEFERIRA (f) 501,249 711,975
Note: B -

Cost of inventories recognised as expenses includes

amounts relating to staff costs, depreciation and

amortization expenses, provision for write-down of
inventories, which are also included in the respective total
amounts disclosed separately above for each of these

types of expenses.

BARAXNTERARIEES TRA - 8
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SR A DR EBRENAED (HSERX
&) e
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7
(a)

60

INCOME TAX 7 Frig®t
Taxation in the consolidated statement of profit or loss (a) #RAIBFKRAFIIEIE :
represents:
Six months ended June 30
BEZ6H308LLA<EA
2023 2022
20234 20224
USD’ 000 USD’000
=7 FEx
Current tax ENHARE1E
Chinese Mainland Corporate Income Tax el N T
Provision for the period BRI 4,976 5,204
(Over)/under-provision in respect of prior years BEFEEREME (FB5E), /T8 (226) 237
4,750 5,441
Hong Kong Profits Tax YTl
Provision for the period HAN B 5,546 6,097
Tax jurisdictions outside Chinese Mainland and B A FE Jé Z /& LA 9p B 1B
Hong Kong A%
Provision for the period HN#EE 4,311 4,323
Deferred tax EEBIE
Origination and reversal of temporary differences £ 7= 58 #) & A B4 0] (5,807) (2,878)
Total income tax expense FriSBim A5 8,800 12,983

The provision for Hong Kong Profits Tax is calculated
by applying the estimated annual effective tax rate of
16.5% (2022: 16.5%) to the six months ended June 30,
2023.

The provision for Chinese Mainland income tax is based
on the respective corporate income tax rates applicable
to the subsidiaries located in the Chinese Mainland as
determined in accordance with the relevant income tax
rules and regulations of the Chinese Mainland.

Taxation for overseas subsidiaries is similarly calculated
using the estimated annual effective rates of taxation
that are expected to be applicable in the relevant
countries.
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A ELT AT B R E M T

(b)

INCOME TAX (CONTINUED)
Pillar Two income tax

The Group operates in Hong Kong, which has recently
enacted new tax laws to implement the Pillar Two model
rules published by the Organisation for Economic Co-
operation and Development (“OECD"). The new tax laws
take effect from 1 January 2024. When these laws take
effect, the Group expects to be subject to a new top-up
tax in Hong Kong in relation to its operations in Chinese
Mainland and Vietnam, where the local statutory tax
rate is lower than 15% or the additional tax deductions
in connection with government support would result in
an effective tax rate of lower than 15%. As the new tax
laws are not yet effective, the Group does not expect
any current tax impact for the year ending 31 December
2023 (2022: nil).

The Group has applied the temporary mandatory
exception from deferred tax accounting for the top-up
tax and would account for the tax as current tax when
incurred. The Group will disclose known or reasonably
estimable information that helps users of financial
statements to understand the Group’s exposure to Pillar
Two income taxes in the Group’s annual consolidated
financial statements for the year ending December 31,
2023.

(b)

(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)
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8
(a)

(b)

(a)

(b)

62

EARNINGS PER SHARE
Basic earnings per share

The calculation of basic earnings per share was based
on the profit attributable to ordinary equity shareholders
of the parent of USD49,119,000 (six months ended 30
June 2022: USD63,473,000) and the weighted average
of 508,866,712 ordinary shares (2022: 489,020,211
shares) in issue during the interim period.

Diluted earnings per share

There were no dilutive potential ordinary shares in
existence for the six months ended 30 June 2023 and
2022. The calculated diluted earnings per share equals
the basic earnings per share at 30 June 2023 and
2022.

PROPERTY, PLANT AND EQUIPMENT (“PPE”)
Acquisitions and disposals of owned assets

During the six months ended June 30, 2023, the Group
acquired items of PPE with a cost of USD46,773,000
(six months ended 30 June 2022: USD44,584,000).
Iltems of property, plant and equipment with a net
book value of USD1,757,000 (2022: USD353,000) were
disposed of during the six months ended June 30,
2023, resulting in a gain on disposal of USD36,000
(2022: USD63,000 on loss).

Right-of-use assets

During the six months ended June 30, 2023, additions
to right-of-use assets was USD570,000. The additions
were primarily related to the capitalized lease payments
payable under new tenancy agreements.
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10

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

2N

10

B B RS R M A

(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

UARBEFEEHEZFHTAERE
sNEREE

At At
June 30, December 31,
2023 2022
20234 R20224F
6 A30H 12A31H
USD’ 000 USD’000
TEx FET
Financial assets at FVPL — non-current L AAEBEFIEAHEHFTAS
HEZNESREE — FAHY
Insurance product R E T 6,320 6,202
6,320 6,202
Financial assets at FVPL — current DAREBETEEEEEHTA
EHEZNEREE — A
Convertible bonds AR ES - 20,019
- 20,019
6,320 26,221

The Group’s non-current balances of financial assets at
FVPL represent a life insurance product issued by an
independent third-party insurance company and units
in investment funds incorporated in the PRC which are
primarily invested in the manufacturing, healthcare and
new energy sectors.

The Group’s current balances of financial assets at
FVPL represent convertible bonds issued by Chervon
Auto Precision Technology trading securities which are
held by the Group for trading purposes.

The analysis on the fair value measurement of the
Group’s above financial assets is disclosed in Note 20.

AEBARAREEFEERESHAAEHIE
SENEREENFAIMEREBYE=7F
N B B A BRI E A R B A
R EESPNEN (EX2RENE
& BERREAERITE)
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(Expressed in US dollars unless otherwise indicated)
(UAZETTIT - BRIESFEH)

11 INVENTORIES 7E

At At

June 30, December 31,

2023 2022

120235 R20224F

6 H30H 12H31H

USD’ 000 USD’000

EpH FET

Raw materials R R 194,608 163,128
Consumables JHFES 6,623 7,862
Semi-finished goods 5K 25,835 29,049
Finished goods X 353,693 416,944
580,759 616,983
Write-down of inventories FEMAE (15,581) (16,984)
565,178 599,999

During the six months ended June 30, 2023, the Group
recognised a write-down of USD1,106,000 (six months
ended June 30, 2022: write-down of USD5,815,000)
against those inventories with net realizable value lower
than carrying value. The write-down is included in cost
of sales in the consolidated statement of profit or loss.
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(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

TRADE AND BILLS RECEIVABLES 12 EFEWRFEREKREE
At At
June 30, December 31,
2023 2022
20234 R20224F
6 A30H 12A31H
Note USD’ 000 USD’000
k3 ES FET
Trade debtors and bills receivable, EZEWHRERERES -
net of loss allowance MREERE
— measured at amortised cost — IREEN AN AT E (i)
Trade receivables Z 5 EWRIE 291,616 168,017
Bills receivables =% 1,381 1,174
292,997 169,191
— measured at fair value through —UAREEFEAE (ii)
other comprehensive income gaist AR 2w
(“FVOCI”) @ ([AAREEE
BHEFHTAELMS
mlE= ] ETE
Trade receivables B S rGE - 51,029
292,997 220,220

All of the trade and bills receivables are expected to be
recovered within one year.

Bills receivable primarily represent short-term bank
acceptance notes receivable that entitle the Group
to receive the full face amount from the banks at
maturity, which generally ranges from 3 to 12 months
from the date of issuance. Historically, the Group had
experienced no credit losses on bills receivable.

Notes:

(i As at June 30, 2023, certain trade debtors
of USD1,381,000 (December 31, 2022:
USD78,862,000) were pledged as securities for
bank loans of the Group (see Note 15).

P A B 5 B IA R ERE BB BN —F
Mg mE e

e R4 = AR R T AN S B N AT B H R
B RTT W B B H Y 2 B0 1 E A FE S SR 1T
AARE  ZERBRAFERTEHESH
3E12f8A - BE - ARERBIEKRERE
HREEERNER -

HtaE -
(i) M2023%6 A30F * 1,381,000E T
(2022412 431 H : 78,862,000%7T)

METEZREFIRE D FIRERER
REBERITERNER (RHFE15) -

REERERAR 65
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(Expressed in US dollars unless otherwise indicated)
(UAZETTIT - BRIESFEH)

é\
it

12 TRADE AND BILLS RECEIVABLES 12 EZEWFTEREWREZE (&)

(CONTINUED)

Notes: (Continued) BiiE -

(ii) Certain amounts of the Group’s trade debtors (i) REEBNUAREBEFAEEEEHF AR
and bill receivables measured at FVOCI are trade b2 E W 25 7 B 5 e R IE K B I = 4R
debtors factored to banks in accordance with METEEARBEWRIBEERZRR
receivables purchase agreements. These factored RITIRIZEE 5 R IGRIA - BB & 4
trade debtors were held for both collection of RERRBEERBZERRENESE
contractual cash flows and sales. The contractual g - BZRIRIEN SRS TE
cash flows of the trade debtors comprised solely BERENR - AR EEESHREMS
payments of principal and interest. Changes in HBEAER  EEREEBEFTER
fair value are recognised in other comprehensive B AR o
income, except for the recognition in profit or loss
of measurement of expected credit losses.

As of the end of the reporting period, the aging analysis HERETHR  EREZABHRNKREEE

of trade and bills receivables, based on the invoice HERE 5 EUGRIA & FE U ZE 1% A BR ik 5 AT 10

date and net of loss allowance, is as follows: T~

At At

June 30, December 31,
2023 2022
R20235 R20224F
6H30H 12A31H
USD’ 000 USD’000
FErx FET

Within 6 months 61EAMNR 292,136 166,216

Over 6 months but within 12 months 618 A A EER12EAR 428 2,650

Over 12 months 12{@ A A E 433 325

292,997 169,191
Trade and bills receivables are due within 30-180 days B2 5 e =R IE R E UG = hE B B B AR ST 30
from the date of billing. =180 B W% -
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(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

13 PREPAYMENTS, DEPOSITS AND OTHER 13 FE{FIE - REEREMEWRTE

RECEIVABLES

At At
June 30, December 31,
2023 2022
R20234F R20224F
6 H30H 12H31H
USD’000 USD’000
FET FEr
Current B &R

Value added tax recoverable AU BB {E Y 8,175 11,165
Other tax recoverable H b A Ug 0] 7 18 2,355 2,240
Prepayments for materials and expenses  #MEHFEMFIE R H X 58,127 61,911
Advances to employee M {E B {EH M E K 1,020 1,116
Other deposits and receivables H i RE S & EWFRTE 2,823 2,000
72,500 78,654
Less: loss allowance W R - =
72,500 78,654

Non-current JERNHA
Prepayments for properties, plants and YIE -~ B KRB AETEN RIE 14,510 3,224

equipment
Advances to staff F{E B fEH B 2K 2,400 2,627
16,910 5,851
RIEERBRAR] 67
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14

(a)

(b)

68

CASH AND CASH EQUIVALENTS AND 14
PLEDGED DEPOSITS

RERRcEBYUREERER

Cash and cash equivalents comprise: (a) HE2RBELEEYWEE:
At At
June 30, December 31,
2023 2022
720234 20224
6 H30H 12H31H
USD’ 000 USD’000
SFEER FET
Cash at bank RITHE 396,217 466,654
Cash on hand FEIRE 50 59
396,267 466,713

As of the end of the reporting period, cash and cash
equivalents situated in Chinese Mainland amounted to
USD334,338,167 (2022: USD398,247,348). Remittance
of funds out of Chinese Mainland is subject to relevant
rules and regulations of foreign exchange control.

HERESHKR  URATFEANBHES RE
©EBY/A334,338,1673% 7T (20224

398,247,348%70) - 5E&

TP EAHA

BT AERIINE B HIR RIS ARG o

Pledged deposits comprise: (b) EHBEREHE:
At At
June 30, December 31,
2023 2022
R2023F 20224
6 H30H 12HA31H
USD’000 USD’000
AR®T T ARBTT

Pledged deposits for HIHFR

— issuance of bills payable — BITENEE 3,879 5,155
— issuance of banking facilities — BERERTTEVE 16,055 31,340
19,934 36,495
The pledged deposits will be released upon the EEEFAERAANEEEECHEREMNEE

settlement of letters of credit and bills payable by the
Group or the expiry of relevant banking facilities.

Chervon Holdings Limited
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=A% R S RS Y R

(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

BANK LOANS 15 RITERK
The maturity profile for the interest-bearing bank loans REBOF SRITEFRSHRE RO D H
of the Group at the end of each reporting period is as BRIAT
follows:
At At
June 30, December 31,
2023 2022
20234 20224
6H30H 12H31H
USD’000 USD’000
E FEx
Short-term bank loans HHASRTTE X 78,137 133,480
Current portion of long-term bank loans RERITE RO S 129,753 59,424
Within 1 year or on demand 1FASIEEK 207,890 192,904
After 1 year but within 2 years 1FRER2FR 19,004 101,042
After 2 years but within 5 years 2FBIBERNEFA 28,273 34,471
More than 5 years HBiE5F - 1,076
47,277 136,589
255,167 329,493
At the end of each reporting period, the bank loans REMEHR - RITEFERRIEREOT ¢
were secured and guaranteed as follows:
At At
June 30, December 31,
2023 2022
R2023F 20224
6H30H 12H31H
USD’ 000 USD’000
x7 FET
Bank loans RITER
— Secured — HiEH 31,186 64,007
- Secured and guaranteed — BEFEER 134,241 150,762
— Guaranteed — BER 63,661 81,802
— Unsecured and unguaranteed — A EER 26,079 32,922
255,167 329,493
RIEERBR A A] 69
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(AZETTIT - IR F158)

16 TRADE AND BILLS PAYABLES 16 EBFENREREGSEE
At At
June 30, December 31,
2023 2022
R20234% R20224
6H30H 128318
USD’000 USD’000
EDv FE
Trade payables B S M IE 198,439 271,020
Bills payable FEREE 18,916 23,432
217,355 294,452

All of the trade payables are expected to be settled
within one year or repayable on demand.

As of the end of the reporting period, the aging analysis
of trade and bills payables, based on the invoice date,
is as follows:

i B SR SRS — N E S

RENRMER

/U]]ﬂ]E
i

NN

BERSHR  ENBERAHNE S ENK
ARENZERARESTOT

At At

June 30, December 31,

2023 2022

2023 4% R20224F

6H30H 12A31H

USD’ 000 UsD’000

FET FET

Within 3 months 3EAMA 161,343 220,610
3 to 12 months 321218 A 56,012 73,842
217,355 294,452

All of the trade and bills payables are expected to be
settled within one year or repayable on demand.

70 Chervon Holdings Limited
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2N

B B RS R M A

(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

OTHER PAYABLES AND ACCRUALS 17 HttESRERETER
At At
June 30, December 31,
2023 2022
R2023% 120224
6H30H 12H31H
UsSD’ 000 UsD’000
FEx FET
Other payables and accrued charges (Note) Hibh A RE R () 132,049 134,753
Dividends payable FERAR B 36,691 =
Salaries, wages, bonus and benefits payable — Eft#H4 - T& « A REF 12,363 25,355
Payables for purchase of PPE BEWMXE  BFE REEWEMTIE 17,067 5,393
Interest payables FERT IS, 236 449
Other tax payables H i e aiia 10,350 11,216
208,756 177,166

All of the other payables and accruals are expected to
be settled within one year or repayable on demand.

Note:

Other payables and accrued charges primarily comprise
accruals for marketing and advertising fee, utility expenses,

service fee and other expenses.

B AL REA 3RO R AR B R TSR — &
REE R AREREE -

Hiiz -
BB R R B R RS

ER AREERAX  RBEREMGBHEXHNE
FER -

BB ARAT [
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18
(a)

72

CAPITAL, RESERVES AND DIVIDENDS
Dividends

Dividends payable to equity shareholders of the
Company attributable to the previous financial years,
declared and approved during the interim period:

18
(a)

X - RERKRE
153=1

SR L IR R i 30N AN RN 5
PREREBEMBRFERS

Six months ended 30 June

HZ6H30BLAEA
2023 2022
2023F 20224
USD’ 000 USD’000
EYW FET
Final dividends in respect of previous financial R A B E R kAR B
years, declared and approved during the interim B EU4E & R E% S & H%0.07 3%
period, of USD0.07 per share (six months ended 7t (2202246 A30H
30 June 2022: USDO0.07) 1E78EA £ 0.073%5L) 36,691 35,051

Pursuant to a resolution passed at the annual
general meeting held on June 2, 2023, dividends of
USD36,691,000 were declared on June 2, 2023 and
were paid on July 4, 2023.

The Board has resolved not to declare an interim
dividend in respect of the six months ended June 30,
2023 (no interim dividend for the six months ended
June 30, 2022).

Chervon Holdings Limited

RIEMR2023F6 A2ARTTHRRAFAE
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18

(b)

CAPITAL, RESERVES AND DIVIDENDS 18
(CONTINUED)

(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

X RERKRE (8)

Share capital (b) LS
Number of
Shares HKD’ 000 USD’000
R4 B FET FER
Ordinary shares, issued and EER BRITEHZ
fully paid:
At January 1, 2022 R2022%1A1H 479,431,411 3,465,871 444 621
Issuance of ordinary shares by RIZMBFERREANAREES 10,787,400 452,656 58,033
public offering pursuant to the =\ E47E@BAE (FOBREETTAK
over-allotment option, net of )
issuance costs
At December 31, 2022 and 2022412 A31 8 &ki¥2023 490,218,811 3,918,527 502,654
at January 1, 2023 F1A1H
Issuance of ordinary shares, net 7TE @& (FIBREEITAA) 20,835,000 773,800 99,205
of issuance costs (Note) =)
At June 30, 2023 #2023 6 A30H 511,053,811 4,692,327 601,859
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18

(b)

74

CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

Share capital (Continued)

Note:

On January 12, 2023, the Company, Panmercy Holdings
Limited, as the Seller and China International Capital
Corporation Hong Kong Securities Limited, as the
Placing Manager entered into a placing and subscription
agreement, pursuant to which, (a) the Seller has agreed
to appoint the Placing Manager, and the Placing Manager
has agreed to act as an agent of the Seller and to procure
purchasers to purchase on a best efforts basis, an
aggregate of up to 20,835,000 existing Shares at the price
of HK$37.50 per Sale Share (the “Placing Price”); and (b)
the Seller has agreed to subscribe for, and the Company
has agreed to allot and issue to the Seller, an aggregate
of up to 20,835,000 new Shares at the Subscription Price
(being the same as the Placing Price).

Net proceeds from these issues amounted to
HKD773,800,000 (USD99,205,140 equivalent) (after
offsetting costs directly attributable to the issue of shares
of HKD7,513,000 (USD1,110,175 equivalent), which were
recorded in share capital).

In accordance with section 135 of the Hong Kong
Companies Ordinance, the ordinary shares of the Company
do not have a par value.

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company. All
ordinary shares rank equally with regard to the Company’s
residual assets.

Chervon Holdings Limited

18

(b)

BEX - FERRE ()
B ()
Kiit -

$2023F1 A128 » A7 EHIERERA
Al (fEARE ) B EE %mﬂ%‘ BEHFERA
Al (fERBELEEMA) ST E RRERE - &
() BEAEREBEREEELCHA - MEEL
MABERBREET I HORE  WREEHIKRSE
NEEUGREERHI7.50BTHER ([E
EEBEES /\Fyzo 835,0008 35 i 17

RO)BEFERERE @ MARRERERAE
B (REESEMRR) IEFEERETEHES
20,835,000 A% {5 °

ZEEITH PSR FER A 773,800,000/8 7T
(& 5299,205,140% L) (LIEHBEITRMNE
R A7,513,000% T (FHE 1,110,175
XL & BRTARA) o

REEER
EEE °
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(a)

(b)

AR T2 B A5 e 5 B ot

(Expressed in US dollars unless otherwise indicated)
(UZETIT - BRIESFHIEH)

MATERIAL RELATED PARTY TRANSACTIONS 19 EXBEBIRS
Names and relationships of the related parties (a) EAXAEEEHMEAXRZFIHNEBSNHE

that had other material transactions with the £/ BRBREE:
Group:

Name of related party Relationship

BEAIHE BB &

Nanjing Chervon Auto Precision Technology Co., Ltd. Associate of the Group

AR BT R AT AR (D B IR A A N E o)A —lNG]

Nanjing Yaoquan Investment Management Co., Ltd. Controlled by directors of the Group
BARRRIEEEEARAA BAAREENESZE

Significant related party transactions (b) EXBELIXRS

The Group had following significant transactions with REBEFBTETTUTEARS ¢

related parties:

Six months ended June 30

HZ6H308 1L<EA
2023 2022
2023 %F 20224
USD’ 000 USD’000
=X FET
Lease payment from AT &AFHWEEA
Nanjing Chervon Auto Precision Technology & & I& /58 45 2 BT A5 152 162
Co., Ltd. BRAF
Nanjing Yaoquan Investment Management @ RRRREEEIRGR A A - 8
Co., Ltd.
152 170
Dividends received EWEKRE
Nanjing Chervon Auto Precision Technology & 5 I& /5848 2 BT B9 360 =
Co., Ltd. HRAF
Payments made on behalf of related parties X & BA 7 /£ H B9 {4 7%
Nanjing Chervon Auto Precision Technology & &5 I& /5845 2 BT A5 451 598
Co., Ltd. HRAF
Receivables made on behalf of a related X REIH 5 1EH AV U IE
party
Nanjing Chervon Auto Precision Technology & 5% I& 75 B8 45 23 517 AL 4D 120 104
Co., Ltd. BRARA
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(Expressed in US dollars unless otherwise indicated)
(UAZETTIT - BRIESFEH)

20 FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

(a)  Fair value hierarchy

The following table presents the fair value of the
Group’s financial instruments measured at the end of
the reporting period on a recurring basis, categorized
into the three-level fair value hierarchy as defined
in HKFRS 13, Fair value measurement. The level
into which a fair value measurement is classified
is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

. Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted prices
in active markets for identical assets or liabilities
at the measurement date;

. Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available;

. Level 3 valuations: Fair value measured using
significant unobservable inputs.

20 EWMIBENAAREERE

(a) 2AREEER

TRIIFNBERRREREEFEARE
ERMIANAAREBE URATBUBRS
ERFIRRAABEFEREN=ELAE
BEER - 2ABEAEBESBRERNZ2EME
TERERBABEN A BRNEZNE
AT

. F1RMGE: ERAE1REABE
(BIEREEXBERTERHER
BmiE ERKHBORE) HENR
RfBE:

. F2RfhE - KAF 2RI AR (B
TmREIRERN A B R @ AR
BRI BRABEANABERH AR
B ENAAREE - TABREBARK
BRERRSTIZEBNEARE

. FEIRMHE - RAEBATABREHA
BB ENAAEE -

76

Fair value at
June 30,
2023
20234 Fair value measurement at June 30, 2023
64308/ categorized into
AEE R202356 A30 AN AL EEFERA
USD’000 Level 1 Level 2 Level 3
EY B8 B E=;
Recurring fair value measurement ~ REMALEEE
Financial assets at FVPL UARBEFEEHEED
AEHEENEREE
- Insurance product - RBER 6,320 - - 6,320
Derivative financial instruments fTESMIA
- Foreign currency forward contracts ~ — JMEREIA A (8,128) - (8,128) -
- Foreign currency option contracts ~ — SMEEREEA 4 (435) - (435) -

Trade receivables B EKE -

Chervon Holdings Limited
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(Expressed in US dollars unless otherwise indicated)

(AZETIT BRI =FIEH)

20 FAIR VALUE MEASUREMENT OF FINANCIAL 20 TRIAENAIAEETE (F&)
INSTRUMENTS (CONTINUED)
(a)  Fair value hierarchy (Continued) (a) DREERERE)
Fair value at
December 31,
2022
1202245 Fair value measurement
12A31HHK at December 31, 2022 categorized into
RAfEE 2022512 A3 BM AR BEHERA
USD’000 Level 1 Level 2 Level 3
T o F-/ B
Recurring fair value measurement ~ EEHALBEE
Financial assets at FVPL UAREEFEEHEE D
AEHBEENEREE
- Insurance product —RRER 6,202 = 6,202
- Convertible bonds — AR ES 20,019 20,019 = =
Derivative financial instruments fTELFMIA
- Foreign currency forward contracts ~ — JNEREIA A (1,291) - (1,291) =
- Foreign currency option contracts ~ — SN HREEA 4) () = () -
Trade receivables g5 RKE 51,029 = = 51,029
During the period ended June 30, 2023, there were no HE2023F6 A30H ILHAM - WAEER - o)

transfers, or transfers into or out of Level 3. The Group’s
policy is to recognise transfers between levels of fair
value hierarchy as at the end of the reporting period in

which they occur.

Valuation techniques and inputs used in Level 2 fair

value measurements

The fair value of forward exchange contracts in Level
2 is determined by discounting the difference between
the contractual forward price and the current forward
price. The discount rate used is derived from the
relevant government yield curve as at the end of the

NP
MR

F2M

ABIE

BHIR

BT K
d o

reporting period plus an adequate constant credit

spread.

SRR

BAEIRKEEIREL - AREHNERERR

ENRERRERAABERERZME

o

AR BEFEFEANGERN RE

FoMERINESNNAIARBEIBEBTE

HEREBMERERZENERE

E o FT{EMHIRRIR R IR R R & IR A0 1868
BXHRZNARRENEREEZS
BRAT]
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20

(a)

(b)

78

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

Fair value hierarchy (Continued)

The fair value of interest rate swaps is the estimated
amount that the Group would receive or pay to transfer
the swap at the end of the reporting period, taking
into account current interest rates and the current
creditworthiness of the swap counterparties.

The fair value of foreign exchange options contracts is
determined using quoted forward exchange rates at the
reporting date and present value calculations based
on high credit quality yield curves in the respective
currencies.

Information about Level 3 fair value measurements

Information about Level 3 fair value measurements

Valuation techniques

fEE M

20 TWMIENAREBEETEE)

(a) 2ARBEEERE

MEEBEHNAABEARKERRREHR
SRS MMARA AN ER - B
At RIRITHE RIS T B ATR(ER

SMNEREA NN AR BENERES AN
EHEXREMANTENNSEEEEW
BEMAREFHEED -

(b) HEHEEIRAABEFBNEN
BRESRARBEHBHER
Significant

unobservable inputs

EXTAEERARE

Insurance product

RERE mm

Trade receivables

féf S e LBZ}T%\
Notes:

(i) The fair value of insurance product is the cash
value that can be recovered from insurance
company. The fair value measurement is positively
correlated to expected return rate. As at June 30,
2023, it is estimated that with all other variables
held constant, an increase/decrease in fair value
of insurance product by 5% would have increased/
decreased the Group’s profit for the period by
USD264,000 (December 31, 2022: USD293,000).

(i) The fair value of trade receivables is calculated by
discounting the expected future cash flows. The
fair value measurement is positively correlated
to expected return rate. As at June 30, 2023,
it is estimated that with all other variables held
constant, an increase/decrease in fair value of
trade receivables by 5% would have increased/
decreased the Group’s profit for the period by USD
nil (December 31, 2022: USD2,130,000).

Chervon Holdings Limited

Cash value (Note (i)
REBE M)

Discounted cash flow (Note (ii))

BRIRBEIRE (W22 (i)

Expected return rate
T8 B [6] i

Expected return rate
T8 HA B 37 2

Biat

() HRBRERNAABESRAURKRRAFUKE
MRELEE - AnEBEEAEEBHEIHREKIE
1HRE - M 202346 A30H * fhat A EM
HETENBERT - RBREMD AR EEL
7]11//56/5% REEHEBAFIEEIL M,
4264,000% 7T (2022412 A31H : 293,000
E

(i) B S RWFIERN A2 BEB AR ERRKR
SREFEB/E - AAEBEF=HEEHD R
KIFAERE - 202346 A30R » fHEtEMRAE
EMmEEETENBRAT  BHRKFIENR
AREEEN, HD5% @ ANE ) E A FE
R EETT (202246 12H318 ¢

2,130,000 7T) °
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20

(b)

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (CONTINUED)

Information about Level 3 fair value

measurements (Continued)

The following table shows a reconciliation from the
beginning balances to the ending balances for fair
value measurement for Financial assets at FVPL in
Level 3 of the fair value hierarchy:

20

(b)

(Expressed in US dollars unless otherwise indicated)
(UZETIT - BRIESFHIEH)

ERMTANAREETE ()

TRFIRAAEESENESR (H)

Ti‘%ﬂﬁﬂ"/}fﬂ BEREIRFARREE
SAAEHERNEREENR
REBEFENBVESRERREROERY
BE -

Financial assets

at FVPL

UAREESE

BHZBTAEH

BRNeREE

USD’000

FEn

As at January 1, 2022 K2022F1A1H 6,011

Net realized and unrealized gains on financial ARABEFEAEEH T AZHESN 1,654
assets at FVPL %mﬂﬁ%ﬂ’]ﬁ AR e R IR T R

Purchases fBE 2531555

Sales and settlements HEREE (255,018)

Exchange difference ME R =

As at December 31, 2022 and January 1, 2023 52022412 4318 &2023%1A1H 6,202

Net realized and unrealized gains on financial AR EEEREEB A E BN 841
assets at FVPL CRIBEEMND SR RRER W= T8

Purchases =] 225,376

Sales and settlements HEMEE (226,099)

Exchange difference ME = =

As at June 30, 2023 1202346 A30H 6,320

Trade receivables carried at FVOCI are not materially
different from their values as at December 31, 2022 and
June 30, 2023.

All financial instruments carried at cost or amortized
cost are at amounts not materially different from their
values as at December 31, 2022 and June 30, 2023.

R2022412 431 H K 2023F6 A30R * A
AREEFERHEZS AR MK
HORBRERE SEETREAER

R2022%F 12 A31H KX 202346 A308 * %

RARBHENATIENRAEERTANEHE
HERFEETEEREZE -

RIEZERRAR QA 79



NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

RIS T2 B A5 R 5 B ot

(Expressed in US dollars unless otherwise indicated)

(AZETTIT - IR F158)

21 COMMITMENTS 21 YR
Commitments outstanding at June 30, 2023 not 7202346 A 30 B HAB 15 3R & RET 1R
provided for in the interim financial report HH KRBT
At At
June 30, December 31,
2023 2022
R20234F R20224F
6 H30H 12H31H
USD’000 USD’000
FEx FEr
Contracted for EHES 25,238 2,017
Authorised but not contracted for EEREERETN 267,100 426,228
292,338 428,245
22 CONTINGENT LIABILITIES 22 ZHEAE
Guarantee to customers EEFRENER
At June 30, 2023 At December 31, 2022
7202346 A30H 7K20229F12A31H
Maximum Maximum
guarantee Guarantee guarantee Guarantee
amount issued amount issued
BSERESE EHEER REERSE B HAER
USD’000 USD’000 USD’'000 USD’000
SFEEn SFEEn F=ET FET
Bank A SRITA 7,612 1,599 7,897 1,304
Bank B $R17B 13,839 6,673 - -
21,451 8,272 7,897 1,304
23 NON-ADJUSTING EVENTS AFTER THE 23 &EHEBWIEARSEE

REPORTING PERIOD

No adjustment has been made in this interim financial

report in this regard.

80 Chervon Holdings Limited
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