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Financial Highlights
MBERE

FINANCIAL HIGHLIGHTS FOR SIX
MONTHS ENDED 30 JUNE 2017

04

Revenue increased by approximately 23.3% to approximately
RMB515.0 million for the six months ended 30 June 2017 (2016:
approximately RMB417.8 million)

Gross profit increased by approximately 9.0% to approximately
RMB139.9 million for the six months ended 30 June 2017 (2016:
approximately RMB128.3 million)

Profit for the period increased by approximately 89.9% to
approximately RMB56.6 million for the six months ended 30 June
2017 (2016: approximately RMB29.8 million)

Basic earnings per share increased by approximately 44.2% to
approximately RMB5.74 cents for the six months ended 30 June
2017 (2016: approximately RMB3.98 cents)

The board (the “Board”) of directors (the “Directors”) of Morris
Holdings Limited (the “Company”) has resolved to declare interim
dividend of HK1.5 cents per ordinary share (2016: Nil) and a
special dividend of HK4.5 cents per ordinary share (2016: Nil) for
the six months ended 30 June 2017

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2017
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Dear shareholders,

On behalf of the Board, | am pleased to present the interim report of
the Company and its subsidiaries (the “Group”) for the six months
ended 30 June 2017 (the “Reporting Period”) to the shareholders
of the Company (the “Shareholders”).

BUSINESS REVIEW

During the Reporting Period, the Group has been committed to
promote its own brands, to develop new products and to improve
its production and operation efficiency, which has greatly enhanced
the competitiveness of its sofa export business. The Group has also
focused on developing its retail business and establishing a new retail
sofa brand for the China market.

Since the successful transformation of the Group’s business model
from original-equipment-manufacturing (“OEM”) to original-brand-
manufacturing (“OBM”), and followed by its successful listing
(“Listing”) in early 2017, the brand “Morris Holdings Limited” has
gained greater recognition in the market of the United States (“U.S.”).
With the enhanced product quality and the improved customer loyalty
in the U.S. market, the Group’s revenue increased by approximately
23.3% to approximately RMB515.0 million for the six months ended
30 June 2017 from approximately RMB417.8 million for the six months

ended 30 June 2016.

In April 2017, the Group participated in the High Point Market
exhibition held in High Point, North Carolina, the U.S.. At the exhibition,
the Group showcased its latest sofa products with new designs
and new functions, and received good responses and encouraging
feedback from both existing and potential customers. The exhibition
provided the Group the opportunities to communicate with customers
and other sofa suppliers, and enabled the Group to gain a greater
understanding of the U.S. sofa market and market trend. Through
its marketing efforts, the Group has promoted its own brand “Morris
Holdings Limited” in the U.S. market as a brand which is known for
its design, quality and good value for money.
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Chairman’s Statement
FERES

In order to meet the increasing demand from its customers and the
rapid growth of its business, the Group recruited a large number
of new workers and increased the floor area of its plant and office
in the People’s Republic of China (“PRC”) from 100,528.4 square
meters as at 31 December 2016 to 201,565.4 square meters as at
30 June 2017. The Group’s expansion of its production facilities has
also been progressing well in an orderly and planned manner during
the Reporting Period, which has substantially increased the Group’s
production capacity.

The management believes that online shopping is the new trend.
During the Reporting Period, the Group entered into agreements
with two well-known online shopping platforms in the U.S. to sell
its own-branded sofa products. The Group rented a 8,450.5 square
meters warehouse in Mocksville, North Carolina, U.S., from which its
sofas could be directly shipped to online shoppers. The Group also
provides pre-sale and after-sales services in response to the changing
customer demand. The Group also improved its inventory control and
management.

To satisfy customers’ demand for high quality products with new
features, the Group’s research and development center in Haining
developed 15 new production technologies and 13 new products
during the Reporting Period. The Group believes its continuous
technological upgrades, diversified product portfolio and sofas with
smart features have increased customers’ awareness of its products
and have positive effects on the promotion of its brand.

MORRIS HOLDINGS LIMITED
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PROSPECT

The Group’s major tasks in the forthcoming future include further
increasing market presence in the U.S., expanding its business into
other overseas markets, developing its China sofa retail business as
well as improving production capacity.

The U.S. market has always been the Group’s primary market.
The management will increase the size of the sales team in order
to maintain close business relationship with existing customers.
The Group intends to increase its brand recognition with existing
customers, while actively developing business relationships with new
customers. The Group will participate in the Las Vegas Furniture Show
for the first time in the second half of 2017 where the Group’s brands
and products will be promoted to new customers, with an aim to
develop new business relationships. The Group also intends to expand
into other overseas markets, including Ireland, the United Kingdom,
Australia, South Korea, etc. The Company is in the process of setting
up sales teams in the target markets.

The Group has accumulated invaluable experience when transforming
from an OEM business to an OBM business. In the future, the Group
will focus on the development of OBM products, striving to achieve
a top ranking in global sofa brands and to produce world-class sofa
products. The Group will continue to attempt to uplift its position in
the industry and to enhance its bargaining power in the supply chain.

“MorriSofa” is a newly established brand specifically designed for
China and Hong Kong markets. Its brand positioning is young, stylish,
technological and multi-functional. The Group has employed an ltalian
designer for MorriSofa’s exterior design, and a U.S. designer for
functional design, through which fashion and function are perfectly
combined. To develop the MorriSofa brand, the Group plans to open
a MorriSofa retail flagship store in Shanghai by the end of 2017, and
to gradually expand to other parts of China. In Hong Kong, a MorriSofa
retail flagship store on Morrison Hill Road in Wan Chai is expected to
open in September 2017. By integrating online channels with offline
platforms, the Group attempts to capture the Hong Kong market with
the support of its high-quality new products.
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Chairman’s Statement
FERES

In terms of capacity expansion, the Group has increased its production
capacity by almost doubling the floor area of its plant and office in the
PRC in the first half of 2017. Newly-recruited employees have been
trained systematically and started to work in the production facilities.
The management may continue to enhance production capacity in
Haining to satisfy the increase in sales and production demand.

In addition to the Group’s organic growth, merger and acquisition is
another way of growing the Group’s business. The Group is actively
looking for suitable merger and acquisition targets to further expand
and strengthen its position in the market.

APPRECIATION

On behalf of the Directors, | would like to extend our gratitude and
sincere appreciation to all management and staff members for their
diligence and dedication, the continuing support of our business
partners, customers and the Shareholders.

By order of the Board

Morris Holdings Limited

Zou Gebing

Chairman and Executive Director

Hong Kong, 25 August 2017
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Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

BRGEEEREMEZEHIER

FOR THE SIX MONTHS ENDED 30 JUNE 2017 & £201746 H30H 1618 A

Six months ended 30 June

B Z6H30H L6fEA
2017 2016
20174 20164
RMB’000 RMB’000
AR®T T AR¥TTT
Notes (unaudited) (unaudited)
s (RBEXR) (REEEZ)
REVENUE YA 6 515,022 417,804
Cost of sales $HEBA (375,107) (289,513)
Gross profit FE7F 139,915 128,291
Other net income and gains H AU A K& U 25558 6 3,638 3,127
Selling and distribution expenses #5& &% #4515 (32,188) (31,773)
Administrative expenses 1T B XX (36,702) (44,660)
Other expenses and losses H b f s & &8 (88) (541)
Finance costs Bl& a7 (6,025) (5,973)
PROFIT BEFORE TAX 5 A1 b4 £ 7 68,550 48,471
Income tax expense FTE i X 8 (11,986) (18,623)
PROFIT FOR THE PERIOD HiA&F| 56,564 29,848
OTHER COMPREHENSIVE INCOME H fi 2 H Uz
Other comprehensive income not to be reclassified
to profit or loss in subsequent periods:
REZBETRERSBEEBEMNE M 2 E I -
Exchange differences on translation of financial statements
BREMBHRRNER =5 (3,142) (1,616)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD
HA2EBEARE 53,422 28,232
Profit attributable to owners of the Company Z& 2 B # A A FE{LEF 56,564 29,848

Total comprehensive income attributable to owners of
the Company
AATEBAEEEERREE 53,422 28,232

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY
KAREEREFEAEGERER
Basic and diluted 7N & #5# 9 RMB5.74 cents RMB3.98 cents
AR¥5.74% AR®3.98%

RAEREBERAR 09
2017 FEAERE



Condensed Consolidated Statement of
Financial Position

R RAAR S M EEAR L &

AS AT 30 JUNE 2017 20176 H30H

30 June 31 December

2017 2016
20174 20164
6H30H 12A31H
RMB’000 RMB’000
ARET T ARET T
Notes (unaudited) (audited)
Mo (REBERZ) (%)
NON-CURRENT ASSETS # B & E
Property, plant and equipment )% - B /= k& 11 51,107 44,092
Prepaid land lease payment 78/ + #0H & 718 7,416 7,641
Deferred tax assets ELFIIBE &= 4,160 2,986
Total non-current assets FEi7iEh& & 42 %8 62,683 54,719
CURRENT ASSETS HREEE
Inventories 7 & 330,212 314,543
Trade and bills receivables & 5 & U 7k 18 & & U 22 5% 12 212,751 219,980
Prepayments, deposits and other receivables
BRI - e REMERFIE 13 219,148 218,294
Due from related parties Fi& U B8 i@ 75 ZU8 17 21,860 -
Pledged deposits & & 7F% 14 199,558 220,822
Cash and cash equivalents IR& MR & EEY 14 62,547 73,647
Total current assets &) & E 4258 1,046,076 1,047,286
CURRENT LIABILITIES RE & &
Trade and bills payables & 5 F& 1 5k E & B 2 1% 15 472,488 542,715
Other payables and accruals EfbfEf 38 & B+ E A 16 64,243 72,863
Interest-bearing bank borrowings &2 iR 17& 5 18 180,837 277,183
Warranty provision 1R & # & 1,666 2,790
Income tax payables FE1 TS HE 44,961 43,810
Total current liabilities i B) & 4258 764,195 939,361
NET CURRENT ASSETS HREBEEFE 281,881 107,925
TOTAL ASSETS LESS CURRENT LIABILITIES EE#AERABERE 344,564 162,644
NON-CURRENT LIABILITIES k8 &
Deferred tax liabilities #ELFIE & & 4,906 3,880
Net assets & = /FE 339,658 158,764
EQUITY ##
Equity attributable to owners of the Company ANA E1#E G A BIERE S
Share capital B 19 6,914 1
Reserves & & 332,744 158,763
Total equity #4858 339,658 158,764

MORRIS HOLDINGS LIMITED
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Condensed Consolidated Statement of
Changes in Equity
SRS RREER

FOR THE SIX MONTHS ENDED 30 JUNE 2017 & £201746 H30H 1618 A

Exchange
Share fluctuation Reserve
Share premium reserve Funds Retained
capital (Note i) (Note ii) (Note iii) profits Total
5
iyt RE HEES
(& (BiF&Ei) ( Py i) ( By i) RE R st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT ARBTE ARBTRT AREBTT ARETR
At 1 January 2016 72201651 A1H 1 - 7,528 8,081 59,447 75,057
Profit for the period & A4 7 = - - - 29,848 29,848
Other comprehensive income for the period:
HIAE fth 2 A -
Exchange differences on translation of
financial statements
BEBRENERLZE - - (1,616) = = (1,616)
Total comprehensive income for the period
HArEREERE - - (1,616) - 29,848 28,232
At 30 June 2016 7201656 H30H 1 - 5,912 8,081 89,295 103,289
At 1 January 2017 7201751810 1 - 10,559 8,081 140,123 158,764
Issue of shares pursuant to the Listing
of the Company (Note 19 (iii))
RBEARA T EETiRG (19 (i) 1,728 232,314 - - - 234,042
Capitalisation Issue of shares (Note 19 (iv))
BB AR BAT (B9 (v) 5,185 (5,185) = = = -
Expenses incurred in connection with
issue of new shares
PREITHIRE ERMA X - (14,720) - - - (14,720)
Dividend paid B &% % & (Note 10) - - - — (91,850) (91,850)
Profit for the period #iF3F (Ft3E10) - = - = 56,564 56,564
Other comprehensive income for the period:
HAA B At 2 A
Exchange differences on translation of
financial statements
MENBREANELZE - - (3,142) - - (3,142)
Total comprehensive income for the period
MR EkGARE - - (3,142) - 56,564 53,422
At 30 June 2017 7201746 A30H 6,914 212,409 7,417 8,081 104,837 339,658
Note: G
(i)  Share premium i) RRIDRE
Share premium represents the excess of the proceeds received over the B S EBIEAERERABANAREEITRN ZE
nominal value of the Company’s share issued. B -
(i) Exchange fluctuation reserve (i) EXREEE

N B HEBREREARR R KB QRSB wmE
RARE ([AR¥D UM ERELNFRE
HRAE L E5 -

The exchange fluctuation reserve comprises all relevant exchange
differences arising from the translation of the financial statements of the
Company and subsidiaries with functional currencies other than Renminbi
(“RMB’).

(i) Reserve funds

(i) REHED

The transfers from retained profits to the reserve funds were made in
accordance with the relevant PRC rules and regulations and the articles
of association of the Company’s subsidiaries established in the PRC.

RRBIRE A B BUR B FOERR LA AR D BIR A

Az A R AR E R AR R B B A E &R
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Condensed Consolidated Statement of
Cash Flows

BRGERERER

FOR THE SIX MONTHS ENDED 30 JUNE 2017 #£201746 H30H 1618 A

Six months ended 30 June

BZ6A30AL6MEA
2017 2016
20174 20165
RMB’000 RMB’000
AR¥TR ARETT
Notes (unaudited) (unaudited)
(i (RRER) (REER)

NET CASH (USED IN)/GENERATED FROM OPERATING ACTIVITIES
SEED (FR)/ FERLFE (50,446) 69,515

CASH FLOW FROM INVESTING ACTIVITIES:
REEDHEHRERE
Payment for purchases of items of property, plant and equipment

BENE  WERRBEEENNT (9,291) (3,438)
Proceeds from disposal of items of property, plant and equipment
HENE - BERREERNMEHE 768 =
Proceeds from disposal of an available-for-sale investment
HE AR ERENMETE - 26,009
Interest received 2175 1,764 640
Increase/(decrease) in pledged deposits & EBEFIE N,/ (FL) 21,264 (77,631)
Other investing activities £ 3% &5 &) = (29,679)
NET CASH GENERATED FROM/(USED IN) INVESTING ACTIVITIES
RETBFE/(FR) ReFE 14,505 (84,099)

CASH FLOW FROM FINANGING ACTIVITIES:
BEAZHMEREAE -

New interest-bearing bank borrowings ¥t 88 171E 332,251 287,159
Repayment of interest-bearing bank borrowings f&i& 5t 8 3R1TE (428,011) (285,203)
Expenses paid in connection with the issue of shares 3173 IRFTSZ T H B (14,720) -
Proceeds from issue of new shares {731 FT 558 19 234,042 -
Interest paid 2178 (6,025) (5,973)
Dividend paid B F & 10 (91,850) -
NET CASH GENERATED FROM/(USED IN) FINANCING ACTIVITIES
RETBHRE/(FR) BLFE 25,687 (4,017)
Net decrease in cash and cash equivalents B4 KB & EEBH D FE (10,254) (18,601)
Cash and cash equivalents at the beginning of period B384 K3 &% EY 73,647 33,131
Effect of foreign exchange rate changes 9M&TE R £ &) 5/ 2 (846) 697

Analysis of balances of cash and cash equivalents
Cash and bank balances
ReRASE/NERIN
RERBATHER 14 62,547 15,227

12 MORRIS HOLDINGS LIMITED
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1.

Notes to the Condensed Consolidated

Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

GENERAL

The Company is an exempted company with limited liability
incorporated in the Cayman Islands on 18 December 2013. The
registered office address of the Company is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands. The principal place of business of the Company
is located at Unit 6707, 67/F, The Center, 99 Queen’s Road
Central, Hong Kong.

The Company had its primary Listing on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 12 January 2017 (“Listing Date”).

The Company acts as the holding company of the Group and its
subsidiaries are principally engaged in the manufacturing and sale
of sofas, sofa covers and other furniture products.

BASIS OF PREPARATION

These unaudited condensed consolidated interim financial
statements are prepared in accordance with Hong Kong
Accounting Standard (“HKAS”) 34 Interim Financial Reporting
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) and the disclosure requirements of Appendix 16 of
the Rules Governing the Listing of Securities (the “Listing Rules”)
on the Stock Exchange.

These unaudited condensed consolidated interim financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements for the
year ended 31 December 2016.

1.

RNEEHR

ARA R/ —RNK2013F 12188 EH = B
SEMATNERRBRAGF « RRAIMGT
f 3% = B2 #b 4t ACricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands ° NARIHMEZ L%
RN BB ERARNEFRIRPRP L67HE
B6707FE °

ARATA2017E1 A128 (LB &F
BHAXZERAR ([BRAT]) ERETT
HEkbEme

ARARR/AEENIZERAGR > MEMBLQAE
ITBXBREERBEDLE DEERHEM

REER -
fm TLEL 2

ZEREBZERZE PP BEHRRTIRE
BERGHA g ([FREHEAIE]) RN
BAEGHEN((FERGTER]) F345F

I I s R P s L AR A ([ LR
Bl PHER16 2 B EMEL © .

I ERCEZGRGE PR BERERTBIE
FEVBBRRAEZMEERRBEESE -
IR AR EEE E2016F12A31BILEE 2
FEMBRE —HEIE -
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

2. BASIS OF PREPARATION (Continued)

The accounting policies and the basis of preparation adopted
in the preparation of these unaudited condensed consolidated
interim financial statements are consistent with those adopted
in the Group’s annual financial statements for the year ended 31
December 2016, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) (which
also include HKASs and Interpretations) issued by the HKICPA
and accounting principles generally accepted in Hong Kong
and the disclosures requirements of the Hong Kong Companies
Ordinance, except for the adoption of the revised HKFRSs as
disclosed in Note 3 below.

These unaudited condensed consolidated interim financial
statements have been prepared under the historical cost
convention. These unaudited condensed consolidated interim
financial statements are presented in RMB and all values are
rounded to the nearest thousand (“RMB’000”) except when
otherwise indicated.

3. CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

The Group has adopted the following revised HKFRSs for the first
time for the unaudited condensed consolidated interim financial
statements for the Reporting Period.

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses
Annual Improvements Amendments to a number of HKFRSs
2014-2016 Cycle

The adoption of these revised HKFRSs has had no significant
financial effect on these unaudited condensed consolidated interim
financial statements and there has been no significant changes to
the accounting policies in the unaudited condensed consolidated
interim financial statements.

MORRIS HOLDINGS LIMITED
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Notes to the Condensed Consolidated
Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

4. ISSUED BUT NOT YET EFFECTIVE 4. B EMHEERERNEEBH
HKFRSS s o
The Group has not applied the following new and revised HKFRSs, ZA SLINE N R SR P E S E e s 1)
that have been issued but are not yet effective, in these unaudited TS A R A TS B AR 1B il R AR 2K A9 ¥ ET
condensed consolidated interim financial statements. BRI B AMBREER -
Amendments to HKFRS 2 Classifications and Measurement of BB s AR KRG BERT T
Share-based payment Transactions' F25% (IBFTA) R F 2R EE
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments EBMEHRERR REBYBEHREER
with HKFRS 4 Insurance Contracts’ 45k (EFTA) FAF R & HEH
BB IR & 2ER)
FIOR LM TA
HKFRS 9 Financial Instruments’ BB RELER  HTA
EI
Amendments to HKFRS 10 Sale or contribution of Assets between BEUBRERER KEZHARGEELNA]
and HKAS 28 (2011) an Investor and its Associate or F10WREH e B R AR
Joint Venture® 2RI 2855 BEHEFAS
(20114F) (BRI )
HKFRS 15 Revenue from Contracts with Customers' ERTBHRELER FEEEAMAT
E155%
Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from BEUBmELER  BEBEYBERETER
Contracts with Customers’ 155 (IBFTA) FE16REFEL
WA 2 ZE
HKFRS 16 Leases? BEMBHMELR HE?
165
Amendments to HKAS 40 Transfers to Investment Property’ BB %R BREEREYE
4057 (BETAN)
Annual Improvements Amendments to a number of HKFRSs* —ETNEE ZIE LB IR
20714-2016 Cycle ZE—NFHAH EANEET
2 FENE
HK(IFRIC) — Int 22 Foreign Currency Transactions and EE (BB BHRE SNEXBREMNLE
Advance Consideration’ ZELZET)
— REE225%
1 Effective for annual periods beginning on or after 1 January 2018 T R2018%F1 A1 B2 A RIIRRYFE BRI AR
2 Effective for annual periods beginning on or after 1 January 2019 2 20191 A1 RSz B RBKFEHBER
3 No mandatory effective date yet determined but available for adoption 8 MARETEETIAEMBE - MR TERA
4 Effective for annual periods beginning on or after 1 January 2018, ¢ R2018F1RA1RS v RN FERE R E
with early application permitted B WEERTER
The Group is in the process of making an assessment of the REERERZEFTTREETEATBER
impact of these new and revised HKFRSs upon initial application. HREBRNERIRNEE 2 B ETHG - BE
So far, the Group considers that these new and revised HKFRSs BAl - AEEREZEN I REIETEEY
are unlikely to have a significant impact on the Group’s results of BRELENBIEHAEBRNEEEXE LY
operations and financial position. BRAEEERFTE -
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

5. SEGMENT INFORMATION

For management purposes, the Group has only one reportable
operating segment which is the manufacturing and sale of sofas,
sofa covers and other furniture products. Since this is the only
reportable operating segment of the Group, no further operating
segment analysis thereof is presented.

Geographical information
(a) Revenue from external customers

Geographical information in respect of revenue from external
customers is not presented since most of the Group’s revenue
from external customers, based on the locations of the
products delivered to the customers, is generated in the U.S..
Accordingly, in the opinion of the Directors, the presentation
of geographical information would provide no additional useful
information to the users of the financial statements.

(b) Non-current assets

5. 7 EBE#

REEMS  AREEA AR 2HKLE
o MEEMEELE DERERHEMARA
Em- ARNAEBER—EAR2/EED
2 AU B EZ25E — TR E D BN ©

i EE R
@) FKEIBESEWA

=N L PN N = E e
MEF (BRATFPRAEZEEMAMEVE
g) R\ ENEEFPKAT
AR EN - At EFERS 271
wEEMBIER/AMBERNBER
HEINERER -

(b) FRBEE

30 June 31 December

2017 2016

20175 20164

6H30H 12H31H

RMB’000 RMB’000

ARYEF T ARBTT

(unaudited) (audited)

(REEEXK) (fe&E%)

China (including Hong Kong) A Bl (B &E#) 14,107 9,888
Cambodia 3% 44,416 41,845
58,523 51,733

The non-current asset information above is based on the
locations of the assets and excludes deferred tax assets.

16 MORRIS HOLDINGS LIMITED
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Notes to the Condensed Consolidated
Financial Statements

AR S M SRR M =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

5. SEGMENT INFORMATION (Continued) 5. Z7#&# (&)
Information about major customers ERXEEZEFNER

Six months ended 30 June

HZ6H30H1L6{EAR
2017 2016
20175 2016%F
RMB’000 RMB’000
AR¥T T ARBTT
(unaudited) (unaudited)
(REER) (REgEZ)
Customer 1 & F1 96,380 N/A* 3 A *
Customer 2 BF2 91,655 74,673
Customer 3 &F3 83,718 54,792
Customer 4 EF4 N/A* i8> 47,286
*  The corresponding revenue of these customers is not disclosed as * BARZERFPAEERSHARERAEERAKRA
they individually did not contribute 10% or more of the Group’s total H BRI REBIBI0%A - FAL W RIFEZ

gross revenue for the relevant reporting period. ERFHMABUYA

RAERERAR 17
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

6. REVENUE, OTHER NET INCOME AND 6. XA ~ E b A K Wz %58
GAINS

Revenue represents the net invoiced value of goods sold, after WARFHE R mNESR - BT KRiE

allowances for returns, trade discounts and value-added tax. ENRERNERFE -

An analysis of revenue, other net income and gains is as follows: AEERWA - A RIS FEE L0
T 3

Six months ended 30 June

B Z6H30HL61EA
2017 2016
20174 20164
RMB’000 RMB’000
AR¥T T ARETTT
(unaudited) (unaudited)
(REER) (RgeEZ)
Revenue WA
Sales of goods $#HEE 515,022 417,804
Other net income and gains Efth Ut A & & F 58
Interest income F. 84 A 1,764 640
Exchange (loss)/gains, net [E 3%, (E518), Yz @ H&E (4,212) 2,478
Gain on disposal of an available-for-sale H & —38 Al #f H &R E B Uk zE - 9
Government grant* BT 4 B 6,000 =
Others HAth 86 -
3,638 3,127
#  Government grant has been received from the local governments in IR BN SRR P AR ST E TR
Zhejiang Province in respect of the Listing on the Stock Exchange. BT E) - R2017F6 A30H « MEFRZ
There were no unfulfilled conditions or contingencies relating to these LA REXGHSEINE M (201645 :

subsidies as at 30 June 2017 (2016: Nil). T)o

18 MORRIS HOLDINGS LIMITED
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Notes to the Condensed Consolidated
Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

7. PROFIT BEFORE TAX 7. BREL AR R
The Group’s profit before tax is arrived at after charging/(crediting): AR B R BEATE A Ty &R (FEA) T3
FIE
Six months ended 30 June
HZ6H30H 161 A
2017 2016
20175 20164
RMB’000 RMB’000
AR¥T T ARBTT
(unaudited) (unaudited)
(REER) (REgEZ)
Cost of inventories sold B &7 & A&* 380,594 288,981
Depreciation #T& 1,155 1,432
Recognition of prepaid land lease payments F&1t £ it 7 & Z A TR 83 79
(Gain)/loss on disposal of items of property, plant and equipment, net
FEME - BERRKEEEN (W) BB - F58 (6) 6
Minimum lease payments under operating leases
KEHEETHRERERNK 8,551 6,135
Salaries, wages and benefits in kind &€ + T& R EWH 69,074 60,836
Pension scheme contributions* 3R k&t &1t 71 3,142 2,805
(Reversal of provision)/provision against obsolete and
slow-moving inventories™*
REREREFE (BERR),BE (5,487) 532
Impairment of trade receivables, net™* & 5 fE Y X IE R (E - HE58* - 154
Reversal of product warranty 2 @R &7 @ (1,125) (1,980)
Listing expenses kI 2,690 15,900
* At 30 June 2017, the Group had no forfeited contributions available * R201766A308 + AL E I &2 R KR
to reduce its contributions to pension schemes in future years (2016: A R E R R F E 8 R IRET EI 43R (2016

Nil). FF)o

>k

The above items are included in “Cost of sales” on the face of the > P EEBRAGAEEEEMEEKERN

consolidated statement of profit or loss and other comprehensive [SHERA] A
income.
=+ This item is included in “Other expenses and losses” on the face of = ZBEEFAGAEREEREMEERERNGH
the consolidated statement of profit or loss and other comprehensive AT REEI R -
income.
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

/B
8. INCOME TAX EXPENSES 8. TSR

Pursuant to the rules and regulations of the Cayman Islands and REFASHERRBELAHS ((XBELH
the British Virgin Islands (“BVI”), the Group is not subject to any ) MRAIREG  AEEBERHAESES
income tax in the Cayman Islands and the BVI. N EE R RS HMTAREH -

Hong Kong profits tax has been provided at the rate of 16.5% EENERIBRBEREFAETEELED
(2016: 16.5%) on the estimated assessable profits arising in Hong 5t FE 2R i % K 32 16.5% 80 B & (20164F :
Kong. Under the income tax law of the PRC, companies with 16.5%) sHiE R - RBHBEMEHIE - ©
operations in PRC are subject to corporate income tax (“CIT”) at TEEEXTHARARBERTBAZD
a rate of 25% (2016: 25%) on the taxable income. EmEH ((REMBBI) B X25% (2016

F 1 25%) BT

Taxes on profits assessable in elsewhere have been calculated at REMMBEREERNFHRIDIRAEEZE R
the rate of tax prevailing in the jurisdictions in which the Group HERDEEBIRITH RS -
operates.

Six months ended 30 June

HZ6H30H 16 A
2017 2016
201745 20164
RMB’000 RMB’000
AR¥T T ARBFT
(unaudited) (unaudited)
(REBER) (REeEZ)
Current - PRC BNEf — 5,619 14,421
Current — Hong Kong BVH#f — &8 6,516 810
Deferred IEEFIE (149) 3,392
Tax charge for the period BRI IE ST 11,986 18,623

20 MORRIS HOLDINGS LIMITED
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Notes to the Condensed Consolidated

Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

9. EARNINGS PER SHARE

ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

The calculation of basic earnings per share for the six months
ended 30 June 2017 and 2016 is based on the profit for the
period attributable to ordinary equity holders of the Company of
RMB56,564,000 (2016: RMB29,848,000), and the weighted average
number of ordinary shares of 984,806,630 (2016: 750,000,000) in
issue during the six months ended 30 June 2017.

The weighted average number of ordinary shares used to calculate
the basic earnings per share for the six months ended 30 June 2017
represented 100 ordinary shares of the Company as at 1 January
2017, 99,900 ordinary shares of the Company issued under the
Share Split (as defined in note 19) and 749,900,000 ordinary shares
of the Company issued under the Capitalisation Issue (as defined
in note 19), as if these additional shares issued under the Share
Split and the Capitalisation Issue had been in issue throughout the
six months ended 30 June 2017, and weighted average number of
234,806,630 ordinary shares of the Company issued upon the Listing
on the Main Board of the Stock Exchange on 12 January 2017.

The weighted average number of ordinary shares used to calculate
the basic earnings per share for the six months ended 30 June 2016
represented 100 ordinary shares of the Company as at 1 January
2016, 99,900 ordinary shares of the Company issued under the
Share Split and 749,900,000 ordinary shares of the Company issued
under the Capitalisation Issue, as if these additional shares issued
under the Share Split and the Capitalisation Issue had been in issue
throughout the six months ended 30 June 2016.

No adjustment has been made to the basic earnings per share
presented for the six months ended 30 June 2017 and 2016 as
the Group had no potentially diluted ordinary shares in issue during
those periods.

9.

AR EEREaFERAEA
BRAEF

H E20174F &2016F6 8300 1E6E A © Ti%
EARBFDREANPEARR L BESES
A FE A6 55 F) A R #56,564,0007T (20164
A | #29,848,0007T) LA K 18 8l 2201746
A30R LE6fE A B 817 3% i I% &9 10 #E F 39 &1
984,806,6304% (20164 : 750,000,0008%) &t
%j o

#H E2017F6H30B 6fdl A - AU E S
RREAR BT AL BN F AR R TR
201751 A1 BM1008R EiBA% - AR BIRIEAR
HoiF (FERMEE19) 34T/999,9000% & i@
B EARNBIRBEEA(LET (& BKF19)
i 8% 17 #9749,900,0008% & E A% © M Z F IR
B 2 RE AT BT EINR D
REZ=2017F6 5300 1E6fE A B HME %
17 WEER2017F1 B12BEBRFTER £
18 3 17 #9234,806,630% & 3/ A% &9 hn#E S 15
g( °

B F2016F6A308 k6@ B - B &
MR E AR B R B E B AR T BEANAR A FIR
201651 A1HM100M B @A - AR EIRIER
DD PFEEITHIO9,9000 LAk R AN AR IEE
AL 317 M 317 #9749,900,0000% LB A% - 18
MZERBRMD AT RERNMEEFTMEITARE
SNIE 15 I B E2016F6 8308 LE61E B & ER HR
FEﬁE%é?:I ©

AR AR EBERE E20174 201656 A30H It
A AWEE BITHBEEEL B - W3t
HAR 27| 0 SR E AR B F) I 8 % -
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

10.DIVIDENDS

During the Reporting Period, the Company recognised the
following dividends as distribution:

10.2 2

RIEE - ARRERDIK FHIRE

Six months ended 30 June

HZ6H30H1L6/EA
2017 2016
20174 20164
RMB’000 RMB’000
ARMET T ARBTT
(unaudited) (unaudited)
(REER) (REgEZ)
Final dividend of HK1.8 cents per ordinary share for the year ended
31 December 2016 (2016: Nil)
B ZE2016F12 431 B L FEARHPR BRI B .8
(20164 : &) 15,746 -
Special dividend of HK8.7 cents per ordinary share for
the year ended 31 December 2016 (2016: Nil)
B Z2016F12 431 B L FE AR S BR L BARS. 71
(20164 : &) 76,104 -
91,850 -

Subsequent to the end of the Reporting Period, the Board has
resolved to declare interim dividend of HK1.5 cents per ordinary
share (2016: Nil) and a special dividend of HK4.5 cents per
ordinary share (2016: Nil) for the six months ended 30 June 2017
to be paid on 25 September 2017 to shareholders whose names
appeared on the register of members on 13 September 2017.

MORRIS HOLDINGS LIMITED
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Notes to the Condensed Consolidated
Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

11.PROPERTY, PLANT AND EQUIPMENT 11.41% - BER&®E

During the Reporting Period, the Group acquired items of plant
and machinery with a cost of approximately RMB9.3 million (2016:
approximately RMB3.4 million). ltems of plant and machinery
with a net book value of approximately RMB0.8 million (2016:
RMB6,000) were disposed of during the six months ended 30
June 2017, resulting in a gain on disposal of approximately
RMB6,000 (2016: loss on disposal RMB6,000).

12.TRADE AND BILLS RECEIVABLES

RmEEE - AEERERE R#EEE -
BRAKARKQIEETT (20165 : HARKE
34B B IT) - KME £2017F6830H 1L61E
A REFEHNARKESEET (2016%F :
AR®6,000T) MEERKRIEE S T
& BT E RGN ARES,0005T (2016
F - HEEEBARYK6,0007T) °

12.EZBINFIERERRERE

30 June 31 December

2017 2016

20174 20164

6H30H 12H31H

RMB’000 RMB’000

ARBT T ARETTT

(unaudited) (audited)

(REER) (feg&rz)

Trade receivables from third parties KB = F & 5 E YA 212,731 200,466

Impairment of trade receivables & 5 & Y7k TRl B = (159)

Trade receivables, net & 5 EWFRIE » 558 212,731 200,307
Bills receivable arising from intra-group sales

EWERE — REEBEANHE 20 19,673

212,751 219,980

The Group’s trading terms with its customers are mainly on credit.
The credit period is generally one to two months, extending up
to two to three months for major customers. The Group does not
hold any collateral over its trade and bills receivable balances.
Trade and bills receivables are non-interest-bearing.

AEBEATPNESRMNAEERE - 5
EH-—RA—EMEA ETREPNEEH
EREHEZME=MEA - AKELEREER
5 U IR & B U R IR A R 15 A (T R
i o B HRUGRIR R ERRBESTFE -
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

12.TRADE AND BILLS RECEIVABLES
(Continued)

An ageing analysis of trade and bills receivables as at the end
of the Reporting Period, based on the invoice date and net of
provision, is as follows:

12.EZRURERERREE

(4&)

RAREHR  HEZAHNHNGREZD
BB 5 WK TR K& R R 0 R ik 0 A a0

T

30 June 31 December

2017 2016

20174 20164

6H30H 12H31H

RMB’000 RMB’000

ARMYEF T AR¥ETTT

(unaudited) (audited)

(RBER) (f8&E%)

Within 3 months 318 8 A 130,407 201,870
4 to 6 months 4= 61E& A 80,156 12,110
7 to 12 months 7= 121# A 2,188 6,000
212,751 219,980

13.PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES

BEAMFIE BRERHEMER

IE

30 June 31 December

2017 2016

20174 2016%F

6H30H 12H31H

RMB’000 RMB’000

ARBT T AR¥EFTT

(unaudited) (audited)

(REEEX) (re2ER%)

Advance to suppliers TE1H 1 f& i 2R 149,802 147,033

Other prepayments Hth 81t k18 18,267 3,579

Deposits and other receivables &4 f Hth fE UL 7B 50,897 67,515
Current portion of prepaid land lease payments

TEfT + 33 B RIE R R BN ER 9 182 167

219,148 218,294

MORRIS HOLDINGS LIMITED
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Notes to the Condensed Consolidated
Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

14.CASH AND CASH EQUIVALENTS AND 14.IE§&IE$%%‘;%&E?&#

PLEDGED DEPOSITS EEN
30 June 31 December
2017 2016
201745 20164
6H30H 12H31H
RMB’000 RMB’000
ARBT T ARETTT
(unaudited) (audited)
(REER) (fezrz)
Cash and bank balances IR & & #R17 4584 262,105 294,469
Less: Pledged deposits for bills payable
A ENREBEOHEERER (198,558) (197,942
Less: Pledged deposits for bank loans (Note 18)
W IRITERMEERFR (H3E18) (1,000) (22,880)
Cash and cash equivalents IR & N8 &S EY 62,547 73,647
As at the end of the Reporting Period, the cash and bank RBMER  UARBHENIR S MIE1TEHE
balances denominated in RMB amounted to RMB199,558,000 # A A R #199,558,0007T (20164 : AR
(2016: RMB202,203,000). RMB is not freely convertible into other #202,208,0007) - ARBETAIEHRLIRAE
currencies, however, under PRC’s Foreign Exchange Control EE  Am - RIEPBEINEE AR &
Regulations and Administration of Settlement, Sale and Payment #iE  EERMNETERT  ~EEEEE
of Foreign Exchange Regulations, the Group is permitted to BERERRINEEZBNRITEARE LR
exchange RMB for other currencies through banks authorised to REMEE -
conduct foreign exchange business.
Cash at banks earns interest at floating rates based on daily bank ROTFEFRRBETARTERI R ZSH X
deposit rates. The bank balances are deposited with creditworthy B RITEMTGTRIIHEENGCSAEE

banks with no recent history of default. RIFH9IRTT ©
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B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

15.TRADE AND BILLS PAYABLES

5.EZREAREREMNRE

30 June 31 December

2017 2016

20175 2016%F

6H30H 12H31H

RMB’000 RMB’000

AR®T T AREFTT

(unaudited) (audited)

(REEEX) (regErz)

Trade payables to third parties JEfTE =& 5 A 228,149 297,466

Bills payable FEftZ=E

— arising from intra-group purchases

— REEEAPRABENENEE 140,400 121,133
— arising from third party purchases

—REF=7TBENENEE 103,939 124,116

472,488 542,715

An ageing analysis of the trade and bills payables as at the end
of the Reporting Period, based on the invoice date, is as follows:

RBEHR  REZEH2INE ZEMAR

AERENEEORESTOT

2016 2015

20164 20154

RMB’000 RMB’000

AR®ET T ARBET T

(unaudited) (audited)

(REER) (&%)

Within 1 month 118 A A 168,476 177,558
1 to 3 months 1231 A 130,508 163,753
4 to 6 months 4% 61 A 143,776 180,468
Over 6 months 838618 A 29,728 20,936
472,488 542,715

The trade and bills payables are non-interest-bearing. Trade
payables are normally settled on terms of 30 to 180 days while
bills payable are settled on a term of 90 to 180 days.
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Financial Statements

AR S M SRR M =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

16. LB AR ETE A

30 June 31 December

2017 2016

20174 20164

6H30H 12H31H

RMB’000 RMB’000

ARBT T AREFTT

(unaudited) (audited)

(REEEX) (f88&%)

Other payables  fti f& {508 58,344 50,403
Accruals fEzT & 5,625 22,164
Receipt in advance FBUx 7118 274 296
64,243 72,863

Other payables and accruals are non-interest-bearing and are
normally repayable on demand.

HtpEN KB REFER SR E BT AR
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Notes to the Condensed Consolidated

Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

17.BALANCES WITH RELATED PARTIES

An analysis of the balances with related parties, disclosed pursuant

to section 383(1)(d) of the Hong Kong Companies Ordinance and
Part 3 of the Companies (Disclosure of Information about Benefits

of Directors) Regulation, are as follows:

17. B2 B8 E 5 WY & &

RIBEE B R A E G F383(1)(d)f!
BEEMNRER) RAUE=87 - LEEN
AR DT IRELT ¢

;
X
>
Rell]
B

Maximum outstanding
amount during
the period/year

R FRESREESE
30 June 31 December 30 June 31 December
2017 2016 2017 2016
20175 20164 20174 20164
6H30H 12H31H 6H30H 12H31H
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T ARBT T ARMET T ARBTT
(unaudited) (audited) (unaudited) (audited)
(REER) (&EZ) (REER) (f&EZ)
Amounts due from related parties
FEUN B 5 IR
Morris Group Co., Ltd (“Morris PRC”)
REEEBRAR ([REFE]) 21,824 = 21,824 481,970
Morris Capital Limited (“Morris Capital”)
RAEARBRAF ([REEXR]) 36 - 36 23
21,860 -
Notes: =2
(@) These entities are controlled by the controlling shareholders of the (a) ZEEREAEADIHERBREZES -

Company.

(b) Mr. Zou and Ms. Wu are the controlling shareholders of the Company.

The outstanding balances with the above related parties

represented balances that were non-trade in nature, unsecured,

interest-free and were repayment on demand.
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Notes to the Condensed Consolidated
Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

18.INTEREST-BEARING BANK 18. 5T SRIT B
BORROWINGS
30 June 2017 31 December 2016
20176 A30H 201612 H31H
Effective Effective
interest interest
rate Maturity RMB’000 rate Maturity RMB’000
BERA= HH AR®TR B X E O ARBTT
(unaudited) (unaudited) (unaudited) (audited) (audited) (audited)

(REER) (REER) (REER) (=) (=) (= %)

Current - secured

BNHER — B
Bank loans $R17TE R 2.1%-6.5% on demand 140,896 1.4%-7.4% on demand 187,072
BREXR BEL
Bank loans $RITE R N/A Within - 4.4%-4.6% Within 35,000
TiE A twelve twelve
months months
128 A A 1218 A A
Factoring loans with recourse 3.46% Within 39,941 3.7% Within 55,111
ME REMNREER twelve twelve
months months
12f8 B A 1218 A X
180,837 277,183

30 June 31 December

2017 2016
20175 20164
6H30H 12H31H
RMB’000 RMB’000
AR®T T ARET T
(unaudited) (audited)
(RBER) (F&E%)
Analysed into: DT AN NFIE :
Bank borrowings repayable within one year or on demand
R—F AR EREENRITER 180,837 277,183
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Notes to the Condensed Consolidated
Financial Statements

R BRAR S P B R M

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

18.INTEREST-BEARING BANK

30

B

ORROWINGS (Continued)

Notes:

Certain of the Group’s secured bank loans are secured by:

(i)

(il)

(iv)

pledged deposits of RMB1,000,000 as at 30 June 2017 (31 December
2016: RMB22,880,000);

pledges of certain parcels of land and buildings which were provided

by Morris PRC as at 31 December 2016;

pledges of certain properties as at 31 December 2016 which were
provided by the controlling shareholders of the Company;

personal guarantees provided by the controlling shareholders as at
31 December 2016;

185 BRITIER (&

fi g -

AEFEMETEEMBITERATIIZIAERR

(i)

(i)

(ii)

(iv)

7201746 A30H LA A B #1,000,00075(2016
F12A318 : A R#22,880,0007T) W 1F 7K 1k
A

20166 12A31H » URAHBRIRENE T
8 b K R EE YRR IR

201612 431 A AR A BlIE A AR IR 4 A9
BT

7 % BX BR A20164F12 A31 H 18 (A9 8 A 2
R

(v) corporate guarantees provided by Morris PRC as at 31 December (v) RARFER2016F12A31AREN LA E
2016; R

(vi) corporate guarantees provided by Zhejiang Morris Property Co., (vi) AR EERIRIZEG QNI R A R E
Ltd (“Morris Real Estate”), a company controlled by the controlling BERAR ([FAME]) K2016F12A31H
shareholders of the Company as at 31 December 2016; REMARER

(vii) guarantees provided by independent third parties as at 30 June 2017 (vii) B % = 5 1R2017F6A30H &20165F 128
and 31 December 2016; and 31HIRMHMER &k

(viii) pledges of certain properties as at 31 December 2016 which (vii) AR R RIERBRERIZEHI N QAR RAHER

were provided by Morris Real Estate, a company controlled by the
controlling shareholders of the Company.
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Notes to the Condensed Consolidated
Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 & £201746 H30H 1618 A

19.SHARE CAPITAL 19. g 2
30 June 2017 31 December 2016
201756A30H 2016F12A31AR
Number of Number of
ordinary shares Amount  ordinary shares Amount
ERRHE &8 LEREA g
(unaudited) (unaudited) (audited) (audited)
(RBERK) (RBEXK) (8E2) (8E%)
US$'000 US$'000
EnTr EnTFL
Authorised: 7
At 1 January 2017/1 January 2016
#2017F1A18 /20161311 10,000,000,000 10,000 50,000 50
Share Split (Note i) B354 (KizEi) - - 49,950,000 =
Increase in authorised share capital (Note ii)
SEIMEERRAS (Bt ki) - - 9,950,000,000 9,950
At 30 June 2017/31 December 2016
M2017F6A30H /2016F 128318 10,000,000,000 10,000 10,000,000,000 10,000
RMB’000 RMB’000
ARBT T ARETT
Issued and fully paid: BETRER :
At 1 January 2017/1 January 2016
#®201761 7818 /20161 A18 100,000 1 100 1
Share Split (Note i) B {32 # (K& - - 99,900 -
Global Offering (Note iii) 2EkZ & (FfzEi) 250,000,000 1,728 = =
Capitalisation Issue (Note iv) B2k 317 (Fffsiv) 749,900,000 5,185 - -
At 30 June 2017/31 December 2016
7201766 4308 /2016512A31R 1,000,000,000 6,914 100,000 1

Note:

(i)  Pursuant to the written resolutions of the sole shareholder of the

Company passed on 10 December 2016, each share of the Company

of US$1 in the issued and unissued share capital of the Company
was sub-divided into 1,000 shares of US$0.001 each, such that the
authorised share capital of the Company became US$50,000 divided
into 50,000,000 shares of US$0.001 each and the issued share capital
of the Company became US$100 divided into 100,000 shares of

US$0.001 each (“Share Split”).

B3

(i)

RIEAR AR B —REN2016512510H B iR
MEFRER - ARRIBBITRAREITRAS
FRAZE TR IR () & 2 37 A1,0000% B R EE
0.001ETTHIRD + SBA R RIMEERANE
/50,0003 7T + 9 #F £50,000,0008% & i E &
0.001E TRk » MAR BB BEITIRAR A
1003 7T » £ #f /100,0000% & A% & {E0.0013
RS ([RBDHF])
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

19.S

HARE CAPITAL (Continued)

Note (Continued):

(i)

(i)

Pursuant to the written resolutions of the sole shareholder passed
on 10 December 2016, the authorised share capital of the Company
was increased from US$50,000 to US$10,000,000 by the creation of
a further 9,950,000,000 shares of US$0.001 each.

In connection with the Listing, 250,000,000 new ordinary shares of
US$0.001 each of the Company were issued at a price of HK$1.05
per ordinary share for a total cash consideration, before expenses,
of HK$262,500,000 (equivalent to approximately RMB234,042,000)
(the “Global Offering”). Dealings in the shares of the Company on
the Stock Exchange commenced on 12 January 2017.

(iv) Upon the creation of the Company’s share premium account as a

result of the Global Offering pursuant to the Listing, an amount of
US$749,900 (equivalent to approximately RMB5,185,000) standing
to the credit of the share premium account of the Company has been
capitalised on 12 January 2017 by applying such sum towards paying
up in full at par a total of 749,900,000 ordinary shares for allotment

19. 187 (48)
I (A8 -

(i) ARIBFBE—-REN2016F12H10RBBHET
RER AREIMNETRABBRE — TR
9,950,000,0000% % % T 180.0013< 7T &) i 15
il B50,0003 7T 3% 210,000,000 7T °

iy BETMS » AQF G KL ERK.058
JC % 17250,000,0008% (& A% M fH0.0013E
) MEBER ReRELEHKRAEX
A1) /262,500,000 7T (R E RO AR
234,042,0007T) ([ZMBE]) - AR ARG
B2017F1 A1 2B R RXFTHABEE -

(v) BEET  EARAEZIREE MR LKL
HERE - KB EHAT749,900% T (FHER
#) AR #5,185,0007T) 0% 19 % B AR E AR -
HEESEER2017F1 A128F BANIZEE
BHBRRERETTARAEREGERE
#9749,900,0008% f% {5 ™ & At ([ & 2 {b 8

and issue to the then existing shareholders of the Company (the 17l
“Capitalisation Issue”).
20.CONTINGENT LIABILITIES 20. X AREME

The Group did not have any significant contingent liabilities as at
the end of the Reporting Period.
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Notes to the Condensed Consolidated
Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

21.O0PERATING LEASE COMMITMENT 2. REHERE

The Group leases an office property, showrooms and factory AEERBELHERHEERLIYE K
premises under operating lease arrangements. The leases for BEEE - 2 SMEABER 5E105HH
these properties are negotiated for terms ranging from 1.5 to 10 BEm e

years.

At 30 June 2017, the Group had total future minimum lease R2017F6 A30H - AR ERE N Al B &
payments during under non-cancellable operating leases falling BROMAN TR MORRFKERE
due as follows: NRBFEWAT -

30 June 31 December

2017 2016
20174 20164
6H30H 12H31H
RMB’000 RMB’000
AR%T R ARBFTT
(unaudited) (audited)
(REEEZX) (feEZ)
Within one year —F & 11,913 5,330
In the second to fifth years, inclusive £ —FEFEAF * BIEEEME 10,276 3,094
Over five years ALF LA 8,502 -
30,691 8,424
22.COMMITMENTS 22. 7 ifE

In addition to the operating lease commitments detailed in note B BB EE21 SRl O A 2 A B AR ESN - A&

21 above, the Group had the following capital commitments at BN AR E BARIER AT B AN EIE

the end of the reporting period:

30 June 31 December

2017 2016
20174 20164
6H30H 12H31H
RMB’000 RMB’000
ARBT ARBTTT
(unaudited) (audited)
(REER) (Je=Z)
Contracted, but not provided for: B 5] 4B AR &4 :
Buildings 7% 1,289 570

RAEBARDF
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Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 £;Z201746 H30H 1F61EH

23.RELATED PARTY TRANSACTION 2LB.EAELRS
(a) In addition to the transactions detailed elsewhere in the (a) BRI BHREMIBHFLANRSIH - K
financial statements, the Group had the following significant SENHPANEBETETUTEARS ¢

transactions with related parties during the period:

Six months ended 30 June

B Z6H30H L6fEA
2017 2016
20174 20164
RMB’000 RMB’000
AR¥T T ARETTT
(unaudited) (unaudited)
(REZ) (REEEZ)
Jennifer Convertibles, Inc.
Sales of finished goods & X @ - 29,378
Morris PRC &+ H
Purchases of inventories BEF & - 55,379
Purchases of electricity B8 E & 326 1,169
Rental expenses & 52 5,704 3,619
Agency fee RIZE - 5,631
The above related parties are companies controlled by the LM BEEFAAARAIERBREZEHAR
controlling shareholders of the Company. The transactions A o ZERXR S TBEMREEET K75 E 15 E
were conducted on terms and conditions mutually agreed B TR B (R HETT o
between the relevant parties.
Note: s
These related party transactions also constitute non-exempt ZEBREFRHIER ETRBEI4AZEENT
continuing connected transactions as defined in Chapter 14A of the BREREWRERS -
Listing Rules.
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5—. Notes to the Condensed Consolidated
Financial Statements

AR S M SRR M =

FOR THE SIX MONTHS ENDED 30 JUNE 2017 ;2201746 A30H 1-616AH

23.RELATED PARTY TRANSACTION
(Continued)

(b) Compensation of key management personnel
of the group

WBHRELIXRS (&

(b) AEEEEEE A B HHH

Six months ended 30 June

HZE6H30H1L61E A
2017 2016
20174 20164
RMB’000 RMB’000
ARET ARETTT
(unaudited) (unaudited)
(REEZR) (REEEZ)
Fees & 352 1,060
Salaries, allowances and benefits in kind ¥4 - 2B R EWAIZR 2,633 1,954
Discretionary bonuses B/ E4L 1,128 3,194
Pension scheme contributions R AREtT 23X 76 62

Total compensation paid to key management personnel
SN FEEERABNFERSE 4,189 6,270
Vi
24.EVENT AFTER THE REPORTING 24, R EHREIE

PERIOD

No subsequent event has occurred after 30 June 2017 which
may have a significant effect on the assets and liabilities or future
operation of the Group.

R2017F6 A30R R B BB L R RE T AL E
BERBBERARKREEBREATZENIR
FH-
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Management Discussion and Analysis

BEEEFWNE DA

FINANCIAL REVIEW

The revenue of the Group increased from approximately RMB417.8
million for the six months ended 30 June 2016 to approximately
RMB515.0 million for the six months ended 30 June 2017, representing
an increase of approximately 23.3%. The profit for the period increased
by approximately 89.9% from approximately RMB29.8 million for the
six months ended 30 June 2016 to approximately RMB56.6 million for
the six months ended 30 June 2017. If excluding the one-off Listing
expenses incurred for the six months ended 30 June 2016 and 2017
and the government grant recorded for the six months ended 30 June
2017, the profit for the period would increase by approximately 16.6%
from approximately RMB45.7 million for the six months ended 30 June
2016 to approximately RMB53.3 million for the six months ended 30
June 2017. The Company’s basic and diluted earnings per ordinary
share was RMB5.74 cents for the six months ended 30 June 2017
(2016: RMB3.98 cents) based on the profit for the period attributable
to ordinary equity holders of the Company of approximately RMB56.6
million (2016: approximately RMB29.8 million), and the weighted
average number of ordinary shares of 984,806,630 for the six months
ended 30 June 2017 (2016: 750,000,000) on the assumption that the
Share Split (see in Note 19) and Capitalisation Issue (see in Note 19),
had been completed on 1 January 2016.

Revenue

The revenue of the Group increased by approximately 23.3%, from
approximately RMB417.8 million for the six months ended 30 June
2016 to approximately RMB515.0 million for the six months ended
30 June 2017, which was primarily attributable to the successful
promotion of OBM products in U.S. markets, the increased popularity
of functional sofas and the depreciation of RMB against U.S. dollar.

Cost of sales

The cost of sales of the Group increased by approximately 29.6% from
approximately RMB289.5 million for the six months ended 30 June
2016 to approximately RMB375.1 million for the six months ended
30 June 2017, which was primarily due to the increase in cost of raw
materials and the expansion of the production capacity of the Group
for the six months ended 30 June 2017.

MORRIS HOLDINGS LIMITED
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NE B WA B E E2016%F6A8308 (H618 A #
AR E47.88 B LI N E H £201756 H
S0R F6E A ARKS1508 8L ARNA
23.3% ° HBE A& 201646 A30H LE61E A
B AR H29.8 8 B TIE I14989.9% E H 22017
F6H30H LE6ME A K& AR 56.68 & 7T ° ¥
B8 E H E2016F K%20179F6 4301 1-61E A
EENH—KEEMAI REZE201766 H30H
1E6ME A T8 SN BUN B - IR EF K BEE
2016566 H30H IL6A AW A A RE45. 7B BT
00 4916.6% %= & £2017F6 A30H 1H61E A 1
HARME33EE I - ARRIHE2017F6H30
HIE6EAMNEBERERARBERN AARE
5.74% (20164 :+ AR®3.98%) » JHiR ¥ N 54
MARA L BERTEE ARERINARKS6.6
BET (20167F : HARB208FHETT) UKLEH
2201756 H30R LE61E A & 8 ik 89 ik ¥ 19 &
984,806,630/% (20164 : 750,000,0000%) &f
WEREBRG DI (RWiE19) RE RIS
(RK3E19) ER2016FE1A1HZK ©

WA

ANEBIUWA BHE 20166 A30H L61E B By 4
ARBE417 8B BT MNE23.3% EE £20174F6
HA30H L6 AMKHARKES15.088 L - £TEH
RN REBR TS HEOBME R « 2 iEE
REORAREHETIRZE -

7N 5 85 B B AN B B £20169F6 43018 LE61E
ABHARME289.58 BB IN429.6%EH E
201746 H30H LE6E A B &) A R #375.18 8
TC EEARREMBIK G R ASER2017F
6 301 LE6fE A EgeiE X -



Gross profit

The gross profit of the Group increased by approximately 9.0% from
approximately RMB128.3 million for the six months ended 30 June
2016 to approximately RMB139.9 million for the six months ended
30 June 2017. The gross profit margin decreased from approximately
30.7% for the six months ended 30 June 2016 to approximately 27.2%
for the six months ended 30 June 2017, which was primarily due to
the higher percentage increase in cost of raw materials and the cost
of expansion of production capacity of the Group, which outweighed
the percentage increase in revenue during the corresponding period.

Other net income and gains

The other net income and gains of the Group increased from
approximately RMB3.1 million for the six months ended 30 June 2016
to approximately RMB3.6 million for the six months ended 30 June
2017. Such increase was primarily due to an one-off government grant
of RMB6.0 million recorded for the six months ended 30 June 2017,
which was partially offset by the exchange losses recorded for the six
months ended 30 June 2017.

Selling and distribution expenses

The selling and distribution expenses of the Group increased by
approximately 1.3% from approximately RMB31.8 million for the six
months ended 30 June 2016 to approximately RMB32.2 million for
the six months ended 30 June 2017. Such increase was primarily due
to the increase in carriage outwards expenses which mainly included
the delivery expenses charged by logistics companies for delivery
of the products from warehouse to the ports and loading charges
and declaration charges, which was partially offset by the decrease
in promotion expenses in the U.S. market due to the maturity of the
U.S. market.

Management Discussion and Analysis

BEREF WK

E

ANEBFEF REHE2016F6 301 (L61E B 694
ARM128.38 B LI 1149.0% = & £201746
AB0R L6 AMHARKE139.9B &L » EFI=
A ZE2016F6 A30H LE61E A #94930.7% % £ 4,
£2017F6A30H IE6AAKKI27.2% + TEHR
EMERAERE SRS MAEBERK AR
RNiBBR Y =IZ R E D LFTE -

H W A K% e 55 5 R

REBEMPARIKZEFEHAEE20165F6H30
HIF6EAAMPOARBI1EETEREEE2017
F6A30H LM AMHNARKEIEE T ° 218
MMEZSHPEZ2017F6 8308 (L61E B FriE—
KM AT B A R 6.0 B L E 2201746 A
30H IE61E A $x15/EE BB FT Sl D 8 -

HER D HMAX

REEHEE RS HFAXHEE20166F6H30H
1E61E A B 4 A R #31.88 & JT 18 I11.3% = &
2201756 H30H L6 AWM KN AR K228 &
T ZENETEENEEEE (ZEREMRA
ASERAAEERE B OMNEAES I LE
HERMEAE) BN - 0SB TS E R SR
D (EARERTIHHA) FrEin HEiE -
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Management Discussion and Analysis

BEEEFWNE DA

Administrative expenses

The administrative expenses of the Group decreased by approximately
17.9% from approximately RMB44.7 million for the six months ended
30 June 2016 to approximately RMB36.7 million for the six months
ended 30 June 2017, which was primarily due to the decrease in
Listing expenses of approximately RMB2.7 million incurred for the six
months ended 30 June 2017, as compared to the Listing expenses
of approximately RMB15.9 million incurred for the six months ended
30 June 2016.

Finance costs

The finance costs of the Group for the Reporting Period was similar
to the corresponding period in 2016 primarily due to similar average
interest rate of bank borrowings in both periods.

Income tax expense

The income tax expense of the Group decreased by approximately
35.5% from approximately RMB18.6 million for the six months ended
30 June 2016 to approximately RMB12.0 million for the six months
ended 30 June 2017. In addition, the effective tax rate decreased
from approximately 38.4% for the six months ended 30 June 2016
to approximately 17.5% for the six months ended 30 June 2017. The
substantial decrease in both income tax expense and effective tax rate
for the six months ended 30 June 2017 was mainly attributable to (i)
decrease in non-deductible Listing expenses incurred during the six
months ended 30 June 2017; (ii) increase of super-deduction of eligible
research and development expenditure for the six months ended 30
June 2017 arising from the manufacturing costs incurred by the Group
that qualified for an additional 50% tax deduction for PRC corporate
income tax purpose in accordance with the Circular on Improving
the Policy on Extra Pre-tax Deduction of Research and Development
Expenses which was promulgated by the Ministry of Finance, the State
Administration of Taxation and the Ministry of Science and Technology
of the PRC on 2 November 2015 and with effect from 1 January 2016.
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Profit for the period

As a result of the foregoing, the profit for the period increased by
approximately 89.9% from approximately RMB29.8 million for the six
months ended 30 June 2016 to approximately RMB56.6 million for
the six months ended 30 June 2017. If excluding the one-off Listing
expenses incurred for the six months ended 30 June 2017 and 2016
and one-off government grant received for the six months ended 30
June 2017, the profit for the period would increase by approximately
16.6% from approximately RMB45.7 million for the six months ended
30 June 2016 to approximately RMB53.3 million for the six months
ended 30 June 2017.

LIQUIDITY AND CAPITAL RESOURCES
Working capital

For six months ended 30 June 2017, cash and cash equivalents
of the Group decreased by approximately RMB11.1 million, which
was comprised of the net cash flows used in operating activities
of approximately RMB50.4 million, net cash flows generated from
investing activities of approximately RMB14.5 million, and net cash
flows generated from financing activities of approximately RMB25.7
million, while approximately RMB0.8 million was the net exchange
losses arising from foreign exchange rate changes.

Borrowing and pledge of assets

As at 30 June 2017, the Group’s interest-bearing bank borrowings
amounted to approximately RMB180.8 million (31 December 2016:
approximately RMB277.2 million), all of which were repayable on
demand or within 12 months from 30 June 2017. The bank loans’
interest rates ranged between 2.1% to 6.5% (31 December 2016:
1.4% to 7.4%) per annum.

As at 30 June 2017, approximately RMB199.6 million (31 December
2016: approximately RMB220.8 million) restricted bank balances were
pledged for bank borrowings and bills payables.

Management Discussion and Analysis

BEREF WK

HA s A

RN L RE - BiRE 7 B £20169F6 H30H
1E61E A B AR EE29.8F B ITIB NN4789.9% 2 &
201796 A30H 68 A #756.68 & 7t © W T
BN E E20174F %20169F6 A30H 61f A &
AR— XM LTS REE2017F6HA30H 1E6
& A PSR AT #Bh - BAR & T i§ B3 &k 22016
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BEeEBYRIHDAREIAGE L BIELE
EETARSREFENARK0458 7T ' 1%
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Management Discussion and Analysis

BEREFNWR D

Gearing ratio

The gearing ratio of the Group, which is total interest-bearing bank
borrowings divided by total equity as at end of the year/period and
multiplied by 100%, decreased from approximately 174.6% as at 31
December 2016 to approximately 53.2% as at 30 June 2017, which
was primarily due to the increase in total equity and the decrease in
interest-bearing bank borrowings as at 30 June 2017.

Contingent liabilities

The Group did not have any significant contingent liabilities as at 30
June 2017.

Trade and bills receivables

The trade and bills receivables of the Group decreased to
approximately RMB212.8 million as at 30 June 2017 (31 December
2016: approximately RMB220.0 million), primarily due to the decrease
in the discounting of less low credit rating bills which could not satisfy
the derecognition criteria of the relevant accounting standard, to obtain
financing from banks.

Trade and bills payables

The trade and bills payables of the Group decreased to approximately
RMB472.5 million as at 30 June 2017 (31 December 2016:
approximately RMB542.7 million), primarily due to the increase in
timely payment to the suppliers for third party purchases.

Foreign exchange exposure

Revenue from major customers is mainly from the U.S. while the
production facilities of the Group are mainly located in the PRC.
Accordingly, most of the sales are denominated in U.S. dollar while
the costs arising from the Group’s operations are generally settled in
RMB. As a result, fluctuations in the value of U.S. dollar against RMB
could adversely affect the financial results of the Group. During the
six months ended 30 June 2017, the Group did not experience any
material difficulties or impacts on its operations or liquidity as a result
of currency exchange fluctuation.
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The Group did not use any financial instruments for hedging purposes
during the six months ended 30 June 2017 and there was no
hedging instruments outstanding as at 30 June 2017. The Group will
continue to monitor closely the exchange rate risk arising from its
existing operations and new investments in the future. The Group will
further implement the necessary hedging arrangement to mitigate any
significant foreign exchange risk when and if appropriate.

HUMAN RESOURCES MANAGEMENT

Quality and dedicated staff are indispensable assets to the Group’s
success in the competitive market. By providing comprehensive
training and corporate culture education periodically, the employees
are able to obtain on-going training and development in the sofa
manufacturing industry. Furthermore, the Group offers competitive
remuneration packages commensurate with industry practice and
provides various fringe benefits to all employees. The Group reviews its
human resources and remuneration policies periodically to ensure they
are in line with market practice and regulatory requirements. As at 30
June 2017, the Group employed a work force of 2,265 employees. The
total salaries and related costs including the directors’ remuneration
for the six months ended 30 June 2017 amounted to approximately
RMB72.2 million (2016: approximately RMB63.6 million).

INTERIM DIVIDEND

The Board has resolved to declare interim dividend of HK1.5 cents per
ordinary share (2016: Nil) and a special dividend of HK4.5 cents per
ordinary share (2016: Nil) for the six months ended 30 June 2017 to be
paid on 25 September 2017 to shareholders whose names appeared
on the register of members on 13 September 2017.

EVENT AFTER THE REPORTING
PERIOD

No subsequent event has occurred after 30 June 2017 which may
have a significant effect on the assets and liabilities or future operation
of the Group.
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CORPORATE GOVERNANCE CODE

The Company is committed to maintain high standards of corporate
governance to protect the interests of its Shareholders and to enhance
corporate value and accountability. The Company has adopted the
code provisions and, where applicable, the recommended best
practices set out in the Corporate Governance Code (“Corporate
Governance Code”) set out in Appendix 14 of the Listing Rules. The
Company has applied and complied with the relevant provisions of
the Corporate Governance Code for the period from Listing Date to
30 June 2017, save for the below deviations.

According to code provision A.2.1 of the Corporate Governance Code,
the roles of chairman and CEO should be separate and should not be
performed by the same individual. The Company has appointed Mr.
Zou Gebing as both the chairman and the CEO. The Board believes
that vesting the roles of the chairman and CEO in the same individual
would enable the Company to achieve higher responsiveness,
efficiency and effectiveness when formulating business strategies
and executing business plans. The Board believes that the balance of
power and authority is sufficiently maintained by the operation of the
senior management and the Board, which comprise experienced and
high-calibre individuals. The Board currently comprises four executive
Directors (including Mr. Zou Gebing) and three independent non-
executive Directors and therefore has a fairly strong independence
element in its composition. The Board will nevertheless review the
structure and composition of the Board from time to time in light
of prevailing circumstances, in order to maintain a high standard of
corporate governance practices of the Company.
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Under code provision A.6.7 of the Corporate Governance Code,
independent non-executive directors and other non-executive directors
should attend general meetings. One of the independent non-executive
Directors, Ms. Zhang Bingbing, did not attend the annual general
meeting of the Company, held on 31 May 2017 due to other business
engagements.

Pursuant to code provision I(f) of the Corporate Governance Code and
Rule 3.10(1) of the Listing Rules, an issuer must include at least three
independent non-executive directors. Further, pursuant to Rule 3.21
of the Listing Rules, every issuer must establish an audit committee
comprising non-executive directors only. The audit committee must
comprise a minimum of three members, at least one of whom is an
independent non-executive director with appropriate professional
qualifications or accounting or related financial management expertise
as required in Rule 3.10(2) of the Listing Rules. The majority of
the audit committee members must be independent non-executive
directors of the issuer. The audit committee must be chaired by an
independent non-executive director. As disclosed in the Company’s
announcement dated 31 May 2017, Ms. Zhang Bingbing resigned as
an independent non-executive Director with effect from 31 May 2017.
Following the resignation of Ms. Zhang Bingbing, the Company was
not in compliance with Rules 3.10(1) and 3.21 of the Listing Rules.
Mr. Liu Haifeng was appointed as an independent non-executive
Director on 6 July 2017. Following his appointment, the Company is
in compliance with the requirements under Rules 3.10(1) and 3.21 of
the Listing Rules.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules as a code of conduct of the Company
for Directors’ securities transactions. The Company has made specific
enquiry of all Directors and the relevant employees regarding any non-
compliance with the Model Code for the Reporting Period, and they all
confirmed that they had fully complied with the required standard set
out in the Model Code and its code of conduct regarding Directors’
securities transactions throughout the period for the Reporting Period.

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

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities during the
six months ended 30 June 2017.

CHANGE OF DIRECTORS AND
COMPOSITION OF BOARD
COMMITTEES

Pursuant to Rule 13.51B(1) of the Listing Rules, the change in
information of the Directors since the annual report of the Company
for the year ended 31 December 2016 is set out below:

Executive Directors

At the annual general meeting of the Company held on 31 May
2017, Mr. Wang Ming retired and did not seek for re-election as an
executive Director due to the Company’s business needs requiring
him to devote more time and effort on the import and export business
of the Company.

With effect from 6 July 2017, Mr. Shen Zhidong has been appointed
as an executive Director of the Company. For further details, please
refer to the announcement of the Company dated 6 July 2017.
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Independent non-executive Directors

At the annual general meeting of the Company held on 31 May
2017, Ms. Zhang Bingbing retired and did not seek for re-election
as an independent non-executive Director due to her other business
commitments. Following Ms. Zhang’s retirement as an independent
non-executive Director, she also ceased to act as the chairman
of the nomination committee of the Company (the “Nomination
Committee”), and a member of the audit committee of the Company
(the “Audit Committee”) and the remuneration committee of the
Company (the “Remuneration Committee”).

With effect from 6 July 2017, Mr. Liu Haifeng has been appointed
as an independent non-executive Director, the chairman of the
Nomination Committee and a member of each of the Audit Committee
and the Remuneration Committee. For further details, please refer to
the announcement of the Company dated 6 July 2017.
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DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS OF SIGNIFICANT

Save as those disclosed under the section headed “Connected
Transactions and Continuing Connected Transactions” and the
related party transactions as disclosed in Note 23 to the condensed
consolidated financial statements, no transactions, arrangements or
contracts of significance in relation to the Company’s business to
which the Company or any of its subsidiaries was a party and in which
a Director or a connected entity of a Director had a material interest,
whether directly or indirectly, subsisted at 30 June 2017 or at any time
during the six months ended 30 June 2017.

DIRECTORS’ INTERESTS IN
SECURITIES

As at the date of this report, the interests and short positions of
each Director and chief executive of the Company in the shares of
the Company, underlying shares and debentures of the Company
or any associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) which were notified to
the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions which
they are taken or deemed to have under such provision of the SFO),
or which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which were required,
pursuant to the Model Code, are set out below:
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(i) The Company (i) &=2HF]
Approximate
Number of percentage of
Name of director/chief executive Nature of Interest securities (Note 1) shareholding
B FETRABHS il FEHAE (K1) HREBNE D
Mr. Zou Gebing (Note 2) Interest of controlled 750,000,000 shares (L) 75%

FEEFELE (HEE2)

corporation

R EE R
Note 1: The letter “L” denotes the person’s long position in such shares.
Note 2: Morris Capital is owned as to 85% by Mr. Zou Gebing. Under the

SFO, Mr. Zou Gebing will therefore be deemed, or taken to be,
interested in the same number of shares in which Morris Capital
is interested.
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(if) Morris Capital (Note 1)
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(i) FREA (M)

Approximate

Number of percentage of
Name of director/chief executive Nature of Interest securities (Note 1) shareholding
B TETRASHS EmtE HEHE (M) HREBNE D
Mr. Zou Gebing (Note 2) Interest of controlled 85 shares of 85%
BB ESAE (FHFE2) corporation US$1 each (L)
R LEER 8sREAR1ZETT
BORR 12 (L)

Note 1: Morris Capital holds more than 50% of the shares. Therefore,
Morris Capital is the holding company and an associated
corporation of the Company.

Note 2: The letter “L” denotes the person’s long position in such shares.

Save as disclosed above, none of the Directors, chief executives of the
Company had any other personal, family, corporate and other interests
or short positions in the shares, underlying shares or debentures of
the Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code as at the date
of this report.
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SUBSTANTIAL SHAREHOLDERS’
INTEREST

As at the date of this report, the following persons (other than the
Directors or the chief executive of the Company) have interests or short
positions in the shares or underlying shares as recorded in the register
required to be kept by the Company under section 336 of the SFO:

FERRZHERS

RAREBH  ARBREBEESZLAEEIIZE
3BHEEZ T EMRELMBATR » THIRR (K
REEFRITHBAIRI) RARB D EHITIRA
THEBREERIOAR

Approximate

Number of percentage of

Name of shareholders Nature of Interest securities (Note 1) shareholding
BRREE Rty HEHA (ME1) HRESOEIL
Morris Capital (Note 2) Beneficial owner 750,000,000 shares/f% (L) 75% (L)
RAER (Mizr2) E=EBA
Wu Xiangfei (Note 3) Interest of spouse 750,000,000 shares/f% (L) 75% (L)
SRr AR (FizE3) Ao B
RAYS Capital Partners Limited Investment manager 90,112,000 shares/f% (L) 9.01% (L)
EREARBRAF] REKIE
Ruan David Ching-chi Interest of controlled corporation 90,112,000 shares/f% (L) 9.01% (L)
) R AEER
Asian Equity Special Opportunities Beneficial owner 70,034,000 shares/% (L) 7% (L)

Portfolio Master Fund Limited EmEEA

SNREEFIREREAEES

Note 1: The letter “L” denotes the person’s long position in such shares.

Note 2: Morris Capital is owned as to 85% by Mr. Zou Gebing and 15% by
Ms. Wu Xiangfei.

Note 3: Ms. Wu Xiangfei is the spouse of Mr. Zou Gebing. Under the SFO,
Ms. Wu Xiangfei will therefore be deemed, or taken to be, interested
in the same number of shares in which Mr. Zou Gebing is interested.

Save as disclosed above, the Company has not been notified of any other
person (other than the Directors and chief executives of the Company)
who had an interest or short position in the shares and/or underlying
shares of the Company which fell to be disclosed to the Company under
Divisions 2 and 3 of Part XV of the SFO as at the date of this report.
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MANAGEMENT CONTRACT

No contracts concerning the management and administration of the
whole or any substantial part of the Company’s business were entered
into or existed during the six months ended 30 June 2017.

ARRANGEMENTS TO PURCHASE
SHARES OR DEBENTURES

At no time during the Reporting Period was the Company, its holding
company, or its subsidiaries a party to any arrangements to enable
the Directors (including their spouse and children under 18 years of
age) to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

There were no competing business of which a Director of the Company
had a material interest, whether directly or indirectly, subsisted as at
30 June 2017 or at any time during the six months ended 30 June
2017.

DEED OF NON-COMPETITION

Each of Morris Capital, Mr. Zou Gebing and Ms. Wu Xiangfei (each
a “Non-Compete Covenantor”) has entered into a deed of non-
competition (“Deed of Non-competition”) dated 10 December 2016
with the Company, to the effect that each of them will not directly
or indirectly participate in, or hold any right or interest, or otherwise
be involved in any business which may be in competition with the
business of the Group from time to time.

The Company has received the confirmation of the Non-Compete
Covenantors’ in respect of their compliance with the noncompetition
undertakings under the Deed of Non-competition during the six months
ended 30 June 2017.

The independent non-executive Directors also reviewed the Non-
Compete Covenantors’ compliance with the non-competition
undertakings. The independent non-executive Directors confirmed
that the Non-Compete Covenantors were not in breach of the
non-competition undertakings during the six months ended 30 June
2017.
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CONNECTED TRANSACTIONS
AND CONTINUING CONNECTED
TRANSACTIONS

During the Reporting Period, the Company and the Group had
continuing connected transactions. For further details, please refer
to the annual report of the Company dated 26 April 2017 and note
23 to the condensed consolidated financial statements in this report.
For the six months ended 30 June 2017, the rental expenses paid to
Morris PRC was approximately RMB5.7 million, which did not exceed
the relevant annual cap for the same period.

MAJOR CUSTOMERS AND SUPPLIERS

During the six months ended 30 June 2017, sales to the Group’s
five largest customers and purchases from the five largest suppliers
accounted for approximately 65.1% and 63.1% of the Group’s total
revenue and purchases for the six months ended 30 June 2017,
respectively. The Group’s largest customer accounted for around
18.7% of the Group’s total revenue for the six months ended 30 June
2017. The Group’s largest supplier accounted for around 19.8% of
the Group’s total purchase for the six months ended 30 June 2017.

At no time during the six months ended 30 June 2017 did a Director, a
close associate of a Director or a Shareholder (which to the knowledge
of the Directors own more than 5% of the Company’s issued share
capital) have an interest in any of the Group’s five largest customers
or suppliers.
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USE OF PROCEEDS FROM THE
COMPANY INITIAL PUBLIC OFFERING

As part of the preparation for the Listing, the Company implemented
the Capitalisation Issue of 749,900,000 shares, and an issue of
250,000,000 new shares during the Global Offering of the Company
on the Listing Date. All such shares issued were ordinary shares and
the 250,000,000 new shares were issued at HK$1.05 per share. The
net proceeds of the Global Offering received by the Company were
approximately HK$262,500,000. These proceeds are intended to be
applied in accordance with the proposed application set out in the
section headed “Future Plans and Use of Proceeds” in the prospectus
of the Company dated 30 December 2016 (the “Prospectus”). As at
the date of this report, the Directors do not anticipate any change to
the plan of use of proceeds as disclosed in the Prospectus.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Share Option
Scheme”) which allows the Company to grant options to eligible
persons as rewards for their contributions to the Group. The Share
Option Scheme has been adopted by the Company on 10 December
2016. No share options were granted, exercised or cancelled by the
Company under the Share Option Scheme during the period from the
Listing Date to 30 June 2017 and there were no outstanding share
options under the Share Option Scheme as at 30 June 2017 and on
the date of this report.
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AUDIT COMMITTEE

The Audit Committee currently comprises three independent non-
executive Directors, namely Mr. Shao Shaomin, Mr. Huang Wenli
and Mr. Liu Haifeng. The Audit Committee has reviewed with the
management of the Company the unaudited condensed consolidated
interim results and interim report of the Group for the six months ended
30 June 2017 and is of opinion that it complies with the applicable
accounting standards, the Listing Rules and legal requirements, and
that adequate disclosures have been made.

PUBLICATION OF INTERIM REPORT

This interim report will be published on the website of the Stock
Exchange at www.hkexnews.hk and the Company’s website at
www.morrisholdings.com.hk. This interim report will also be despatched
to the Shareholders.

By Order of the Board

Morris Holdings Limited

ZOU GEBING

Chairman and Executive Director
Hong Kong, 25 August 2017
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