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Financial Highlights
MBERE

FINANCIAL HIGHLIGHTS FOR
SIX MONTHS ENDED 30 JUNE 2018

Revenue increased by approximately 27.4% to approximately
RMB655.9 million for the six months ended 30 June 2018 (2017:
approximately RMB515.0 million)

Gross profit increased by approximately 32.2% to approximately
RMB185.0 million for the six months ended 30 June 2018 (2017:
approximately RMB139.9 million)

Profit for the period increased by approximately 40.2% to
approximately RMB79.3 million for the six months ended 30 June
2018 (2017: approximately RMB56.6 million)

Basic earnings per share increased by approximately 38.2% to
approximately RMB7.93 cents for the six months ended 30 June
2018 (2017: approximately RMB5.74 cents)

The Board has resolved to declare interim dividend of HK1.8 cents
per ordinary share (2017: HK1.5 cents) and no special dividend
for the six months ended 30 June 2018
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Dear shareholders,

On behalf of the Board, | am pleased to present the interim report
of Morris Holdings Limited (the "Company”) and its subsidiaries (the
“Group”) for the six months ended 30 June 2018 (the “Reporting
Period”) to the shareholders of the Company (the “Shareholders”).

BUSINESS REVIEW

The Group achieved satisfactory financial results in the first half of
2018. The revenue continued to grow rapidly, as the result of the
efforts by the management team and employees. The revenue of the
Group increased by approximately 27.4% to approximately RMB655.9
million for the six months ended 30 June 2018 from approximately
RMB515.0 million for the six months ended 30 June 2017.

Brand building

It is the Group’s coherent strategy to develop its own brand and strive
to build an internationally renowned furniture company. Therefore, in
the first half of 2018, the Group actively engaged with brand promotion
activities. In Hong Kong, the Group launched TV commercials on
different TV channels during the World Cup competitions. In addition,
we regularly distribute print ads in well-known furniture magazines,
newspapers, electronic social media, search web platforms, buses,
MTR and etc. In mainland China, the Group conducted special branding
reports in traditional well-known business magazines and furniture
magazines. In addition, the Group also actively promoted articles,
pictures and videos on the main domestic network platforms, bringing
the brand image of “young”, “modern”, “fresh” and “multi-functional”
to mass consumers.

Building of corporate culture

The Group attaches great importance to the development of talents,
and the establishment of a unique corporate culture and the use of
the soft power of enterprises is an important way to attract talents.
With ‘Five Hearts of Morris’, ambition, confidence, determination,
perseverance and loyalty, as the core values of its corporate culture,
the Group targeted to establish a distinctive corporate culture. After
the Chinese New Year of 2018, the show up rate of workers exceeded
99%, which demonstrated the employees’ adherence to the Group’s
cultural value.
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Chairman’s Statement
FERES

Capacity expansion

In the first half of 2018, the Company proactively expanded its
production capacity by rapidly increasing the number of workers to
enhance the capacity of the production lines. In addition, the capacity
expansion plan of the construction of a new production facility, Morris
Center, has been elected to be part of the 2018 Major Industrial
Projects of Zhejiang Province in July 2018. It is expected that the
construction of Morris Center will be commenced within 2018.

Business development in North America

With the increasing popularity of the Group, the customer’s trust in the
Group also increases. The Group operated a total of four warehouses
in the U.S. in the first half of 2018, which enhanced the pre-sales and
after-sales services of the products, improved the timeliness of delivery
and facilitated the development of the online shopping business. As a
result, the Group received more orders from key customers in the first
half of 2018. Shipments to key customers recorded a rapid growth in
the first half of 2018.

Online business development

The Group has launched its online sales business in the United States
(the “U.S.”) in the second half of 2017 and is giving satisfactory
progress. The Group’s products are already sold on eight U.S. online
platforms. In line with the development trend of online shopping,
the Group will continue to vigorously develop the online business in
the U.S. and seek development opportunities. In China, the Group
launched its official online store on JD.com, and plans to set up more
stores in other major online shopping platforms to serve the vast
majority of online shopping consumers in China.
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Offline business development

In the U.S. market, the Group is committed to developing its own-brand
retail business while continuing to develop its own-brand wholesale
business, providing greater impetus for future growth. In the China
market, we adopt two-way development mode: self-operated and
agency mode. As at August 2018, the Group operates a total of four
self-operated stores, two in Hong Kong, one in Shanghai and one in
Hangzhou. The storefront and in-store design style of the self-operated
store is fashionable and elegant, and an experience is provided
to consumers such that the brand image of “Fall in Love, Fall in
MorriSofa” is reflected with the impressive products. In addition, in the
first half of 2018, the Group actively participated in furniture exhibitions
across the country to promote brands and attract distributors across
the country at the same time. In the first half of 2018, the Group has
participated in furniture exhibitions in Shenzhen, Hong Kong, Shanghai
and Beijing. Since the beginning of August 2018, the Group has signed
formal contracts with eight franchise agents and letters of intent with
four franchise agents.

PROSPECT
Branding strategy

In the future, the Group will continue to develop its own brand as the
main enterprise development strategy, and carefully create a young
and fashionable sofa and furniture brand in the mid-market.

In the U.S., the Group is planning to extend its position in the industry
value-chain through the acquisition of Jennifer Convertibles, Inc.,
and expand its own brand wholesale business to its own brand
retail business. Jennifer Convertibles, Inc. has a long history and
a good sales network. Through its network, the Group can sell
higher-end and more unique products, enhance the brand image
and market position of the Group’s products. In addition, with further
development of its U.S. business it can provide impetus for the future
development of the Group in the medium and long term. As at the
date of this report, the acquisition of Jennifer Convertibles, Inc. has
not completed. Further details of the acquisition are set out in the
Company’s announcement dated 4 July 2018 and the circular dated
14 August 2018. The US-China trade war may bring uncertainties,
but the Group’s management believes that the threat of possible tariff
will have limited impact on the Group’s business, and will formulate
counter-measures to reduce the impact of trade war, while exerting
the competitive advantage of independent brand strategy.
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Chairman’s Statement
FEHRES

In China, with the rising consumption power of the younger generation
and consumption upgrading, the development of the domestic market
is also the Group’s short and medium-term goal. The Group believes
that its products have advantages in design, speed of style update,
quality, market position and better value for money. The products can
meet the style and taste of the younger generation and provide a new
generation of multi-functional sofa for the consumer groups seeking
beauty and fashion and pursuing quality of life. The Group is committed
to making “MorriSofa” a new generation of sofa brand. To develop the
domestic market, the Group plans to operate self-operated stores in
major first-tier cities, and also rely on agents to expand distribution
networks in other major cities across the country. We will strictly
require agents to unify the store design and bring the design concept
and the brand mission of “MorriSofa” to the vast number of Chinese
consumers.

In terms of e-commerce, the Group is actively entering the main
e-commerce platform in China and the U.S., connecting online and
offline sales channels, grasping the traditional sales channels and the
general trend of online shopping.
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Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

BRGEEEREMEZEHIER

FOR THE SIX MONTHS ENDED 30 JUNE 2018 & £201846 H30H 1618 A

Six months ended 30 June

BZ6H30H LL6fEA
2018 2017
2018%F 20174
RMB’000 RMB’000
ARYT T ARBTT
Notes (unaudited) (unaudited)
ks (RBER) (REEEZ)
REVENUE YA 5 655,896 515,022
Cost of sales $4%& AN (470,887) (375,107)
Gross profit £ 185,009 139,915
Other net income and gains H AU A K& U 25558 5 28,368 3,638
Selling and distribution expenses & & 7 #5552 (45,217) (32,188)
Administrative expenses 7TH 5 (54,750) (36,702)
Other expenses and losses H Bz & &8 (365) (88)
Finance costs @& XA (11,986) (6,025)
PROFIT BEFORE TAX B i A 6 101,059 68,550
Income tax expense A5 #:5X 7 (21,773) (11,986)
PROFIT FOR THE PERIOD A& F| 79,286 56,564
OTHER COMPREHENSIVE INCOME H 2 E U 25
Other comprehensive income not to be reclassified
to profit or loss in subsequent periods:
REEBETREHRSBEEBEMNE M2 EE
Exchange differences on translation of financial statements
BEMBHRRNER =5 (1,944) (3,142)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD
HAZEBEAR 77,342 53,422
Profit attributable to owners of the Company
RATEE AEEEF 79,286 56,564

Total comprehensive income attributable to owners of
the Company
AATEBAEEEZERRAE 77,342 53,422

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

AAAEBREFEAEEERER 8

Basic (unaudited) £ CREHEZ) RMB7.93 cents RMB5.74 cents
AR#7.93% AR®B5.745

Diluted (unaudited) #58 (FRAET|ZX) RMB7.27 cents RMB5.74 cents

AR¥7.275 AREES 745

REERERRA
2018 FHARE



Condensed Consolidated Statement of
Financial Position

R RAAR S M EEAR L &

AS AT 30 JUNE 2018 20186 H30H

30 June 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
AR¥T ARBTT
Notes (unaudited) (audited)
hy=s (REER) (T Z)
NON-CURRENT ASSETS ¥k RE&E
Property, plant and equipment ¥1% - &E &% # 10 62,593 57,638
Prepaid land lease payments &1 £ it E A 7,073 7,054
Deferred tax assets i&iEFi TH & & 3,171 1,941
Total non-current assets 3ERB) & E 4258 72,837 66,633
CURRENT ASSETS R&#&E
Inventories 7 & 340,429 343,289
Trade and bills receivables & 5 fE U A K E W Z 15 11 513,550 389,002
Prepayments, deposits and other receivables
TBFIE - Re REMERGIE 12 129,370 88,844
Pledged deposits & 17 5k 13 75,270 181,861
Cash and cash equivalents I & M IR & EEY 13 104,426 26,241
Total current assets JiE) & EARRE 1,163,045 1,029,237
CURRENT LIABILITIES REB & &
Trade and bills payables & 5 & 5018 & &+ Z 1% 14 283,973 438,206
Other payables and accruals E i & {7078 & fE =+ & 15 47,302 51,497
Interest-bearing bank borrowings &t 28R 1T& % 16 207,946 149,659
Derivative component of convertible loan AR E R HILTEE D 17 21,156 -
Warranty provision {RIE & 1,917 3,292
Income tax payables FEff TS HE 82,841 61,520
Total current liabilities i B) & E48%8 645,135 704,174
NET CURRENT ASSETS fi#&EFEE 517,910 325,063
TOTAL ASSETS LESS CURRENT LIABILITIES EERA R REAE 590,747 391,696
NON-CURRENT LIABILITIES }kREB & E
Convertible loan A # % & 17 148,067 =
Deferred tax liabilities #ELFIE & & 13,702 8,942
Net assets & = /FE 428,978 382,754
EQUITY #%
Equity attributable to owners of the Company
AATEEAELERS
Share capital JZ 18 6,914 6,914
Reserves f# 422,064 375,840
Total equity #2548 %58 428,978 382,754

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

FOR THE SIX MONTHS ENDED 30 JUNE 2018 & £201846 H30H 1618 A

Exchange
Share fluctuation Reserve
Share premium reserve Funds Retained
capital (Note i) (Note;) (Note iii) profits Total
i3
gyt RE) AEES
R 2% (B=ED) (B &Eii) (B ki) R R BE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTRT AR%®TR AR®ETT ARETT ARETR
At 1 January 2017 120171 A1H 1 - 10,559 8,081 140,123 158,764
Issue of shares pursuant to the listing
of the Company (Note 18 (i))
BAR Emm TG (FE18 () 1,728 232,314 - - - 234,042
Capitalisation Issue of shares (Note 18 (ii))
IRARBE AL 31T (HIEE18 (i) 5,185 (5,185) - - - -
Expenses incurred in connection with
issue of new shares
PREITHIRE ERMA X - (14,720) = = = (14,720)
Dividend paid (Note 9) EJR{IA% 2 (FT3E9) = = - - (91,850) (91,850)
Profit for the period EIF93 7| = - - - 56,564 56,564
Other comprehensive income for the period:
HAA E At 2 A
Exchange differences on translation of
financial statements
BEVBRENIELZT - - (3,142) = = (3,142)
Total comprehensive income for the period
HATERGEHE - - (3,142) - 56,564 53,422
At 30 June 2017 201746 A30H 6,914 212,409 7,417 8,081 104,837 339,658
At 1 January 2018 720181 A1H 6,914 211,900 (797) 12,000 152,737 382,754
Dividend paid (Note 9) B % 8 (HizF9) - - - - (31,118) (31,118)
Profit for the period HiPj 7 - - - - 79,286 79,286
Other comprehensive income for the period:
A E fth 2 E R -
Exchange differences on translation of
financial statements
BHBERENELZE = = (1,944) = = (1,944)
Total comprehensive income for the period
HA2EWEREE - - (1,944) - 79,286 77,342
At 30 June 2018 7201856 H30H 6,914 211,900 (2,741) 12,000 200,905 428,978
Notes: MIsE -
()  Share premium i) MR E
Under the Company Law (Revised) Chapter 22 of the Cayman lIslands, RIEFAESFE R AE (KIEET) F22F - ARBE

(i

(ii)

share premium of the Company is available for paying distributions and
dividends to shareholders subject to the provisions of its Memorandum
and Articles of Association and provided that immediately following the
distributions or dividend payments, the Company is able to pay its debts
as they fall due in the ordinary course of business.

Exchange fluctuation reserve

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”).

Reserve funds

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.

(i

(ii)

B KM KA R0 8 RIBD 5 (B A AR AR
SRR AR - R ARG = BB D IR SRS AT
K - ARRBREAXNEBRERRIRTHHNE

%

EZy el
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Condensed Consolidated Statement of

Cash Flows

BHHSEEERER

FOR THE SIX MONTHS ENDED 30 JUNE 2018 #£201846 H30H 1618 A

Six months ended 30 June

BZ6A30AL6MEA
2018 2017
20184 20176
RMB’000 RMB’000
ARETR ARETFT
Notes (unaudited) (unaudited)
Fiyzx (REER) (REER)
NET CASH USED IN FROM OPERATING ACTIVITIES
KEEBRA/ FERLEE (211,876) (50,446)
CASH FLOW FROM INVESTING ACTIVITIES:
REZHMERETE
Payment for purchases of items of property, plant and equipment
BEWZE  BEREHERONR (6,911) (9,291)
Proceeds from disposal of items of property, plant and equipment
HENE - BERSHEENAEHE - 768
Interest received 2 7|8 1,546 1,764
Decrease in pledged deposits 2 & F R > 106,591 21,264
NET CASH GENERATED FROM INVESTING ACTIVITIES
REZDFERERE 101,226 14,505
CASH FLOW FROM FINANCING ACTIVITIES: BEZBIFB RS HE -
New bank borrowings #3R1T &3 152,950 332,251
Repayment of bank borrowings & &R 171& 2 (94,751) (428,011)
Repayment of interest of convertible loan Ei8 IR E 7 & (394) -
Expenses paid in connection with the issue of shares FLE 1IR3 BT MR X = (14,720)
Expenses paid in connection with the issue of convertible loan
RBTAARERENNRS (4,558) =
Proceeds from issue of new shares %771 /5 708 18 = 234,042
Proceeds from issue of convertible loan 1T Al EF 15 H0E 170,306 -
Interest paid B 7.8 (4,246) (6,025)
Dividend paid B /&SRS 9 (31,118) (91,850)
NET CASH GENERATED FROM FINANCING ACTIVITIES
RERDFERERE 188,189 25,687
Net increase/(decrease) in cash and cash equivalents
ReRBEFEMLN /(L) F8 77,539 (10,254)
Cash and cash equivalents at the beginning of period Hﬂ?ﬂfﬁ‘i\&fﬁ%%@% 26,241 73,647
Effect of foreign exchange rate changes 51\E[E & & )#) 5/ 2 646 (846)
Analysis of balances of cash and cash equivalents H& R B &S BNEH D
Cash and bank balances Bl & R #1748 13 104,426 62,547
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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 2018 & £201846 H30H 1618 A

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 (“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 have been prepared in accordance with Hong Kong
Accounting Standard (“HKAS”) 34 Interim Financial Reporting
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) and the disclosure requirements of Appendix
16 of the Rules Governing the Listing of Securities on the Stock
Exchange of the Hong Kong Limited (the “Listing Rules”).

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 2017.
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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 2018 £;Z201846 H30H 1F61E A

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 2017, 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
disclosure 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.

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.

Classification and Measurement of

O

Amendments to HKAS 2
Share-based Payment Transactions
Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts

Amendments to HKFRS 4

HKFRS 9 Financial Instruments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

HKFRS 15 Revenue from Contracts with Customers

Clarifications to HKFRS 15 Revenue from
Contracts with Customers

Amendments to HKFRS 15

Amendments to HKAS 40 Transfers of Investment Property

HK(IFRIC)-Int 22 Foreign Currency Transactions and
Advance Consideration

Annual Improvements Amendments to HKFRS 1 and HKAS 28

2014-2016 Cycle

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2018
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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 2018 ;201846 A30H 1616 A

3. CHANGES IN ACCOUNTING

POLICIES AND DISCLOSURES
(Continued)

Except for HKFRS 15 Revenue from Contracts with Customers
and HKFRS 9 Financial Instruments, which nature and effect of the
adoption are disclosed as below, the adoption of the above new
and revised HKFRSs has had no significant financial effect on this
unaudited condensed interim financial information.

HKFRS 15 Revenue from Contracts with
Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts, HKAS
18 Revenue and related Interpretations and it applies to all revenue
arising from contracts with customers, unless those contracts are
in the scope of other standards. The new standard establishes
a five-step model to account for revenue arising from contracts
with customers. Under HKFRS 15, revenue is recognised at an
amount that reflects the consideration to which an entity expects
to be entitled in exchange for transferring goods or services to a
customer.

The standard requires entities to exercise judgement, taking into
consideration all of the relevant facts and circumstances when
applying each step of the model to contracts with their customers.
The standard also specifies the accounting for the incremental
costs of obtaining a contract and the costs directly related to
fulfilling a contract.

The Group adopted HKFRS 15 using the modified retrospective
method which allows the Group to recognise the cumulative
effects of initially applying HKFRS 15 as an adjustment to the
opening balance of retained earnings as at 1 January 2018. The
Group elected to apply the practical expedient for completed
contracts and did not restate the contracts completed before
1 January 2018, thus the comparative figures have not been
restated.
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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 2018 £;Z201846 H30H 1F61E A

3.

CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES
(Continued)

HKFRS 15 Revenue from Contracts with
Customers (Continued)

The Group’s principal activities consist of the manufacture and
sale of sofas, sofa covers and other furniture products (the
“Group Products”) and the Group provides trade discounts or
volume rebates for some of these sales contracts with customers.
The Group’s contracts with customers for the sale of the Group
Products generally include one performance obligation. The Group
has concluded that revenue from sale of the Group Products
should be recognised at the point in time when control of the asset
is transferred to the customer. Therefore, the adoption of HKFRS
15 did not have an impact on the timing of revenue recognition.

Prior to the adoption of HKFRS 15, the Group recognised revenue
from the sale of goods measured at fair value of the consideration
received or receivable, net of allowances, trade discounts and/or
volume rebates. If revenue cannot be reliably measured, revenue
recognition is deferred until the uncertainty was resolved.

Under HKFRS 15, a transaction price is considered variable if a
customer is provided with trade discounts or right of return. The
Group estimates the amount of consideration to which it will be
entitled in the sales of the Group Products and the estimated
amount of variable consideration is included in the transaction
price only to the extent that it is highly probable that a significant
reversal in the amount of cumulative revenue recognised will
not occur when the uncertainty associated with the variable
consideration is subsequently resolved. The Group uses the
expected value method to estimate the amount of allowances,
trade discounts and right to return as this method better predicts
the amount of variable consideration to which the Group will be
entitled.

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2018
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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 2018 ;201846 A30H 1616 A

3. CHANGES IN ACCOUNTING

POLICIES AND DISCLOSURES
(Continued)

HKFRS 15 Revenue from Contracts with
Customers (Continued)

The Group has assessed that the adoption of HKFRS 15 did
not materially affect how the Group recognised revenue and
cost of sales under HKAS 18 when the customers have a right
to allowance, trade discounts and volume rebates. Accordingly,
except for the reclassification effect below, the adoption of
HKFRS 15 does not have material financial impact on the Group’s
consolidated financial statements.

Reclassifications were made as at 30 June 2018 to be consistent
with the terminology used under HKFRS 15, advances received
from customers of RMB1.2 million (31 December 2017: RMBO0.9
million) were reclassified from “Receipt in advance” to “contract
liabilities” under “Other payables and accruals”.

HKFRS 9 Financial Instrument

HKFRS 9 replaces HKAS 39 Financial Instruments: Recognition and
Measurement for annual periods beginning on or after 1 January
2018, bringing together all three aspects of the accounting for
financial instruments: classification and measurement, impairment
and hedge accounting.

The Group has applied HKFRS 9 retrospectively in accordance
with the transition requirements, with the initial application date
of 1 January 2018. The Group has elected not to adjust the
comparative information for the period beginning 1 January
2017, which the comparative information was prepared under
classification and measurement requirements of HKAS 39.
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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 2018 £;Z201846 H30H 1F61E A

3.

CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES
(Continued)

Classification and measurement

Under HKFRS 9, the Group initially measures a financial asset at
its fair value plus, in the case of a financial asset not at fair value
through profit or loss, transaction costs.

Under HKFRS 9, debt financial instruments are subsequently
measured at fair value through profit or loss (FVPL), amortised
cost, or fair value through other comprehensive income (FVOCI).
The classification is based on two criteria: the Group’s business
model for managing the assets; and whether the instruments’
contractual cash flows represent ‘solely payments of principal and
interest’ on the principal amount outstanding (the “SPPI criterion”).

The new classification and measurement of the Group’s debt
financial assets are, as follows:

e Debt instruments at amortised cost for financial assets that
are held within a business model with the objective to hold the
financial assets in order to collect contractual cash flows that
meet the SPPI criterion. This category includes the Group’s
trade and other receivables.

Other financial assets are classified and subsequently measured,
as follows:

e Equity instruments at FVOCI, with no recycling of gains or
losses to profit or loss on derecognition. This category only
includes equity instruments, which the Group intends to hold
for the foreseeable future and which the Group has irrevocably
elected to so classify upon initial recognition or transition.
Equity instruments at FVOCI are not subject to an impairment
assessment under HKFRS 9.

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2018
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3.

Notes to the Condensed Consolidated

Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 ;201846 A30H 1616 A

CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES
(Continued)

Classification and measurement (Continued)

e Financial assets at FVPL comprise derivative instruments
and unquoted equity instruments which the Group had not
irrevocably elected, at initial recognition or transition, to
classify at FVOCI. This category would also include debt
instruments whose cash flow characteristics fail the SPPI
criterion or are not held within a business model whose
objective is either to collect contractual cash flows, or to both
collect contractual cash flows and sell.

The assessment of the Group’s business models was made as of
the date of initial application, 1 January 2018, and then applied
retrospectively to those financial assets that were not derecognised
before 1 January 2018. The assessment of whether contractual
cash flows on debt instruments are solely comprised principal and
interest was made based on the facts and circumstances as at
the initial recognition of the assets.

SEGMENT INFORMATION

For management purposes, the Group has only one reportable
operating segment which is the manufacture 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
United States of America. 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.
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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 2018 £;Z201846 H30H 1F61E A

4. SEGMENT INFORMATION (Continued)
Geographical information (Continued)

(b) Non-current assets

. B EVER ()

wEER (F)

(b) FEREEE

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR®T T AREET T

(unaudited) (audited)

(REER) (&EZ)

China (including Hong Kong) F1 B (B &#) 24,450 22,214
Cambodia SR 44,035 42,316
The United States of America £ 1,181 162
69,666 64,692

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

Information about major customers

Revenue from each major customer which accounted for 10%
or more of the Group’s revenue for the period is set out below:

NEFRBEEEMTIREEENNLE
25 TERRETERBEEE -

FBREEEFNESR

EAREEBHABABNI0%HI A LNEEFER

Fe S AZSIT

Six months ended 30 June

HZ6H30H1L61EA
2018 2017
20184 20174
RMB’000 RMB’000
ARM¥ET T ARBFTT
(unaudited) (unaudited)
(REEEZX) (REg&EZ)
Customer 1 1 234,821 96,380
Customer 2 BF2 N/A* i@ > 91,655
Customer 3 &F3 N/A* T8 A * 83,718

*  The corresponding revenue of these customers is not disclosed as
they individually did not contribute 10% or more of the Group’s total
gross revenue for the relevant 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 2018 ;201846 A30H 1616 A

GAINS

Revenue represents the net invoiced value of goods sold, after
allowances for returns, trade discounts and value-added tax.

An analysis of revenue, other net income and gains is as follows:

5. REVENUE, OTHER NET INCOME AND 5. Ix A ~ bWt A K Wz F 58

WAEMIHEE RNRERE - FNRIEER
BEBRFE -

REEMBA - At A R FES TN
™

Six months ended 30 June

EZ6H30H LL6MEA
2018 2017
20185 20174
RMB’000 RMB’000
AR®ET T ARET T
(unaudited) (unaudited)
(REER) (REE&EZ)
Revenue WA
Sales of goods #H%E & i 655,896 515,022
Other net income and gains g A K& Uz 558
Interest income Fl| S U A 1,546 1,764
Exchange gain/(loss), net [E i Uz (EE) - F58 8,891 (4,212)
Sales of scrap materials & &k} 9,154 =
Fair value gain on derivative component of convertible loan
ARRERITEAR D AR ERE 8,389 =
Government subsidies* B i # AL = 6,000
Others EAth 388 86
28,368 3,638

#  Subsidies have been received from the local governments in Zhejiang
Province in respect of successful Listing in Hong Kong and the
Group’s contribution to sofa industry. There were no unfulfilled
conditions or contingencies relating to these subsidies as at 30 June
2017.

tONIAM T RN EBKI LT RAEEE
DEEENERE LML - K2017F6 830
B SMEFEZSHANRENIEGEREINE
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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 2018 #£201846 H30H 1618 A

6. PROFIT BEFORE TAX 6. BR¥ A2 F
The Group’s profit before tax is arrived at after charging/(crediting): A& B R BB ADE R T &bk (5t A) T3
2IF

Six months ended 30 June

B Z6H30HL61EA
2018 2017
20184 20174
RMB’000 RMB’000
AR¥T ARBFT
(unaudited) (unaudited)
(REEX) (REEER)
Cost of inventories sold ** B & 177 & A 469,947 380,594
Depreciation 78 2,457 1,185
Recognition of prepaid land lease payments &1+ 18 & ZIEFER 21 83
Gain on disposal of items of property, plant and equipment, net
HEWE - BERRXEHHEB K - F8 - (6)
Minimum lease payments under operating leases & &M E1E NREBE = 11,326 8,551
Salaries, wages and benefits in kind ¥ & « TE MEYHIzE 71,182 69,074
Pension scheme contributions* &Rt &Iz 8,353 3,142
Provision/(reversal of provision) against obsolete and
slow-moving inventories™* fRE M EREFE&E /(BERRD ) = 940 (5,487)
Impairment of trade receivables, net*™ & 5 EWRTOR(E @ F5E* 3,336 -
Reversal of product warranty 2 iR 1% [E] (1,421) (1,125)
Listing expenses MR - 2,690
Interest for Convertible Loan AJ 3¢ EZF 8 7,347 -
* As at 30 June 2018, the Group had no forfeited contributions available * 20186 A30H » ANEE I E S R U FAT
to reduce its contributions to pension schemes in future years (30 IR E R R EE W R IRETEE R (201746
June 2017: Nil). HA308 : &) -
** The above items are included in “Cost of sales” on the face of = A FERFAMBAGEESERAEMEEKERER
the condensed consolidated statement of profit or loss and other B MEHERKAK] A -
comprehensive income.
*** This item is included in “Administrative expenses” on the face of = ZIEBFAEREAERNEMEERERD
the condensed consolidated statement of profit or loss and other [fTHEX R e

comprehensive income.
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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 2018 & £201846 H30H 1618 A

7. INCOME TAX

Pursuant to the rules and regulations of the Cayman Islands and
the British Virgin Islands (“BVI”), the Group is not subject to any
income tax in the Cayman Islands and the BVI.

Hong Kong profits tax has been provided at the rate of 16.5% (six
months ended 30 June 2017: 16.5%) on the estimated assessable
profits arising in Hong Kong. Under the income tax law of the
PRC, companies with operations in PRC are subject to corporate
income tax (“CIT”) at a rate of 25% (six months ended 30 June
2017: 25%) on the taxable income.

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

7. FI8%

REMEFELREBRLEE ([RBR LA
5 WRURRG  AEEBERASES
N EE R B SHMETAREH -

BEENEBDBRBEEEBE LG ERN
i F 1£16.5% (B 22017468308 LE61E
A 16.5%) BT KR E - REBHEFAR
BEE RPBRRRAEEBNARARE
FE AT A BI25% (B 2201766 H30H LE6
BA : 25%) #MEEMEE ([CIT]) -

P EL A3 [ B FE SR M S A Ty iR AN SR B AR & P
ERAEREARITHREAE -

Six months ended 30 June

HZ6H30H 1L61E A
2018 2017
20184 20174
RMB’000 RMB’000
AR¥T AREEF T
(unaudited) (unaudited)
(REZR) (REEHEZ)
Current — PRC BHi — 15,981 5,619
Current — Hong Kong BHf — &5 2,262 6,516
Deferred iEE 3,530 (149)
Tax charge for the period IR TE S H 21,773 11,986
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Notes to the Condensed Consolidated
Financial Statements

5]

FOR

8.

)

BRAR & B 35 R R B &

THE SIX MONTHS ENDED 30 JUNE 2018 & £201846 H30H 1618 A

EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

Basic earnings per share is calculated by dividing the Group’s
profit attributable to shareholders of the Company and the
weighted average number of ordinary shares in issue during the
period.

Diluted earnings per share amounts for the six months ended
30 June 2018 are calculated by adjusting the weighted average
number of ordinary shares outstanding to assume conversion of
all dilutive potential ordinary shares. The Convertible Loan (as
defined under section headed “Convertible Loan Payable”)
is assumed to have been converted into ordinary shares, and
the profit for the six months ended 30 June 2018 is adjusted to
exclude the interest expense on the Convertible Loan and fair
value gain on the derivative component of the Convertible Loan
less tax effect, if any.

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 and 749,900,000 ordinary shares of the
Company issued under the Capitalisation Issue (as defined in note
18), 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.

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2018
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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 2018 ;201846 A30H 1616 A

8. EARNINGS PER SHARE 8. mﬁ A EREREEAREMN
ATTRIBUTABLE TO ORDINARY BRERN (&)

EQUITY HOLDERS OF THE
COMPANY (Continued)

The calculation of basic and diluted earnings per share is based
on the following:

BREANEFRNTIER T SEFE

Six months ended 30 June

B Z6H30H L6/ A
2018 2017
20184 20174
RMB’000 RMB’000
ARET T AR¥ETTT
(unaudited) (unaudited)
(REEEX) (REEEZ)
Earnings 2%/
Earnings for the purpose of calculating basic earnings per share
(profit for the period attributable to the owners of the Company)
SAEBRERRN 2 BF (RREHEE ARGRARRETN) 79,286 56,564
Interest on the Convertible Loan AJ #% & 2 F & 7,347 -
Fair value gain on derivative component of Convertible Loan
AMRERITER D 2 AR EKE (8,389) -
Profit attributable to the shareholders of the Company, used in the diluted
earnings per share A A FIREREGER - AT ESREERF 78,244 56,564

Six months ended 30 June

B Z6H30H L6 A
2018 2017
20184 20174
’000 ’000
T B F &
(unaudited) (unaudited)
(REEER) (RE&HE=Z)
Number of shares R & H
Weighted average number of ordinary shares for the purpose of calculating
basic earnings per share st EGREARRBF| 2 EFWIX N T IHE 1,000,000 984,806
Effect of dilutive potential ordinary shares arising from convertible loan
outstanding B RER AR E FE £ /BT S BR 2 85 0UE 76,154 =
Weighted average number of ordinary shares for the purpose of
calculating diluted earnings per share &1 & & i858 2 7| 2 I i A% I g 715 2 1,076,154 984,806

RAERARAT
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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 2018 #£201846 H30H 1618 A

9. DIVIDENDS 9. RE
During the Reporting Period, the Company recognised the REIE R - NABIERD IR NFRE

following dividends as distribution:

Six months ended 30 June

HZ6H30H1L6MEA
2018 2017
20184 20174
RMB’000 RMB’000
ARBT T ARETTT
(unaudited) (unaudited)
(RBER) (R EZ)

Final dividend of HK3.8 cents per ordinary share for the year ended

31 December 2017 (2016: HK1.8 cents)
BZE2017F12A31 B L FEARHREEREBARA3.8 1l (20164 : 1.871l) 31,118 15,746
Special dividend of Nil per ordinary share for the year ended

31 December 2017 (2016: 8.7 cents)

BHZE2017F12A31 B IEFEFRIRE SR E BIRRET (20164 : 8.7/8(l) = 76,104

31,118 91,850
Subsequent to the end of the Reporting Period, the Board has AEPELEREZ  EELEZMREZE2018
resolved to declare interim dividend of HK1.8 cents per ordinary F6HA30H IE61E A &k HIMR B & 8% & @A
share (six months ended 30 June 2017: HK1.5 cents) and no 1.88 1l (B 2201768308 k6@ A : 1.5
special dividend (six months ended 30 June 2017: HK4.5 cents) B RERRIIRE (BiZ2201796H30H LE
for the six months ended 30 June 2018. 6fEA : 4.57) -

10.PROPERTY, PLANT AND EQUIPMENT 10.¥1% - BMEKRE

During the Reporting Period, the Group acquired items of plant RIERE - AEBEWERE R#RER -
and machinery with a cost of approximately RMB6.9 million (six ALK ARE6.9R BT (BiZE201746H30
months ended 30 June 2017: approximately RMB9.3 million). Hit6@A : HARKIZEEL) - REZR
ltems of plant and machinery with a net book value nil balance 201856 H30H L6 A  BREVFEHAHR BT
(six months ended 30 June 2017: RMBO0.8 million) was disposed (Bl E2017%6H30R L6 A : AR®0.88
of during the six months ended 30 June 2018, resulting in nil ) WBRERKBEEE THE B3
balance of disposal (six months ended 30 June 2017: gain on E&EB AT (B 2201746 A30H It61E A :
disposal RMB6,000). & s AR #6,0000T) ©

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2018



Notes to the Condensed Consolidated

Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 & £201846 H30H 1618 A

11.TRADE AND BILLS RECEIVABLES

NEZEURERERREE

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR¥ET T AREET T

(unaudited) (audited)

(REER) (K& #EZ)

Trade receivables from third parties 3£ 8 5 =1 8IZ 5 fE W k8 511,317 364,339
Trade receivables from a related company R B B#E R 8]HE 5 & WA 5,569 19,877
Impairment of trade receivables & 5 f& I Z E B & (3,336) (92)
Trade receivables, net & 5 fi& W k18 F 58 513,550 384,124
Bills receivable arising from intra-group sales & &5 £2 B N $4 & & fE Uk 215 - 4,878
513,550 389,002

The Group’s trading terms with its customers are mainly on credit.
The credit period is generally one to two months, extending up

to three to four months for major customers. The Group seeks AR

to maintain strict control over its outstanding receivables and
overdue balances are reviewed regularly by senior management.
The Group does not hold any collateral over its trade and bills
receivable balances. Trade and bills receivables are non-interest-
bearing.

An ageing analysis of trade and bills receivables as at the end I

i=

of the Reporting Period, based on the invoice date and net of
provision, is as follows:

ERZEF=R

T SEFY e s

AEEERESNEIEANSEAE - 2
B —RA—EME A TERFMEEE
miEA - A kB BIEE
B S E AR

EEMm - ARBYENLEE 5 - WA
rERERREHEAEAER®D BHEIK
FRENEREBRSTEER -

BERKR - REZFRBHRORBED
FENRIA K M RIB BRIk D AT AT

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR¥ET T ARET T

(unaudited) (audited)

(REER) (f&EZ)

Within 3 months 31& A A 424,004 366,769
4 to 6 months 4= 61 A 84,394 14,187
7 to 12 months 7E121& A 5,152 8,046
513,550 389,002

RAZEBRBRAR
2018 HFEIR S



Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 £;Z201846 H30H 1F61E A

11. TRADE AND BILLS RECEIVABLES
(Continued)

Trade receivables from a related company

NEZEWIFEREKEZEE

(%&)
R ERER TN E SR

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR®TT ARBTTT

(unaudited) (audited)

(RBEXR) (fe&wz)

Jennifer Convertibles, Inc. 640 19,877

The above related company was controlled by the controlling
shareholders of the ultimate holding company of the Company (the
“Controlling Shareholders”) during the Reporting Period. The trade
receivables from the related company is unsecured, non-interest-
bearing and have a repayment term of 120 days.

12.PREPAYMENTS, DEPOSITS AND

RBEHE - LABERTHARR KL
PR A B RO SERR AR ([HERUARR 1) Pl -

>
=

xR

BRERNRNEZERZBEAERT %
BEHIA120KHERRE o

REMFE RERHEMBER

OTHER RECEIVABLES MIE
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
AR¥T T AREET T
(unaudited) (audited)
(REER) (K& #z)
Advance to suppliers FE -t fE 75 2R 47,762 9,218
Other prepayments Hth 781+ k18 4,951 22,190
Deposits and other receivables &4 K Hth fE UL 7R 76,497 57,278
Current portion of prepaid land lease payments &1 £ 72 & FIB ) EH 2 H 160 158
129,370 88,844

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2018
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Financial Statements

B AR S B F ER R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 ;201846 A30H 1616 A

13.CASH AND CASH EQUIVALENTS AND
PLEDGED DEPOSITS

BESRASEMYRCEN
B

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR®T T ARBET T

(unaudited) (audited)

(REEEZX) (T Z)

Cash and bank balances R4 & R1T45 8 179,696 208,102
Less: Pledged deposits for bills payable

B RN EERA SRR (75,270) (181,861)

Cash and cash equivalents 3R & MR & HEY 104,426 26,241

As at the end of the Reporting Period, the cash and bank
balances denominated in RMB amounted to RMB85,508,000
(2017: RMB199,558,000). RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised
to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

RBERR  ARARBHENRS RIRITHE
# 5 AR #85,508,0007T (20174 : AR
199,558,0007T) - ARE T EHLBRAR
fhE® - SR - IRIE T B R SNE B AR
REEE - EERNEEERTE  ASEEE
FREEERRIINEZBHRITHEARK N
BRAEEME -

RITFERIREE B RITFRM R RFEH X
AR |RITHEBERNOHEEOCEAGEE
RAIFHOIRTT ©

REY
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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 2018 #£201846 H30H 1618 A

14.TRADE AND BILLS PAYABLES

HWEZBEAREREMNRE

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR®T T ARBTTT

(unaudited) (audited)

(RBEXR) (fe&wz)

Trade payables to third parties FEfT 28 = HE 5708 191,816 178,126

Bills payable & Zi&

— arising from intra-group purchases

- REEEANEE 28,462 119,674
— arising from third party purchases

—REE=FNEES 63,695 140,406

283,973 438,206

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:

RABEHR  REZZAHMOEZEMAR

AERENEEORESTOT

2018 2017

20184 20174

RMB’000 RMB’000

ARYET T ARBTT

(unaudited) (audited)

(REER) (&%)

Within 1 month 118 A A 81,776 188,508
1 to 3 months 12 31& A 89,836 101,190
4 to 6 months 4ZE61# A 94,400 141,327
Over 6 months A:B61E A 17,961 7,181
283,973 438,206

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.

MORRIS HOLDINGS LIMITED
INTERIM REPORT 2018
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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 2018 ;201846 A30H 1616 A

15.0THER PAYABLES AND ACCRUALS

5.5 ENRERETER

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR¥ET T ARBFT

(unaudited) (audited)

(REER) (&%)

Other payables E i &1 518 40,574 40,685
Accruals fEFTE A 5,556 9,872
Receipt in advance TBYFIA - 940
Contract liabilities &4 & & 1,172 -
47,302 51,497

Other payables and accruals are non-interest-bearing and are

normally repayable on demand.

16.INTEREST-BEARING BANK

BORROWINGS

30 June 2018

FOA B T ROR R BB 3 B PR A B B AR
TR LR -

16.5T ERITER

31 December 2017

201856 H30H 2017912 A31H
Effective Effective
interest interest
rate Maturity RMB’000 rate Maturity RMB’000
1 PES EH AR®TR BERA= BE ARETT
(unaudited) (unaudited) (unaudited) (audited) (audited) (audited)
(REEZ) (REFEK) (CREER) (f&HEZ) (f&EZ) (fe&EZ)
Current - secured
BIER — 2 3K
Bank loans $R1TE R 2.3%-6.5% on demand 122,872 2.1%-6.5% on demand 80,695
REXR REXK
Bank loans $R1TE X 4.2%-5.2% Within 85,000 4.6%-4.7% Within 35,000
twelve twelve
months months
128 A A 1218 A A
Factoring loans with recourse 3.8% Within 74 3.3%-3.7% Within 33,964
MiBERENREER twelve twelve
months months
1288 R 128 AW
207,946 149,659

HARERER AT
2018 FHARE



Notes to the Condensed Consolidated
Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 £;Z201846 H30H 1F61E A

16.INTEREST-BEARING BANK
BORROWINGS (Continued)

16.5T RRITHEMK ()

30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
AR¥ET T AR¥ETTT
(unaudited) (audited)
(REEEZX) (Fe&E%)
Analysed into: DT AN N&IE :
Bank borrowings repayable within one year or on demand
R—F AR RERNRITER 207,946 149,659

Notes:

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

()

(i)
(i)

(iv)

)

pledges of certain parcels of land and buildings which were provided
by Morris Group Co., Ltd (“Morris PRC”), a company controlled by
the controlling shareholder as at 30 June 2018;

personal guarantees provided by the Controlling Shareholders as at
30 June 2018 and 31 December 2017;

guarantees provided by independent third parties as at 30 June 2018
and 31 December 2017; and

pledges of certain properties which were provided by Zhejiang Morris
Property Co., Ltd. (“Morris Real Estate”), a company controlled by
the controlling shareholders as at 30 June 2018 and 31 December

2017.

MORRIS HOLDINGS LIMITED

INTERIM REPORT 2018
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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 2018 & £201846 H30H 1618 A

17.CONVERTIBLE LOAN PAYABLE 17.ENTRKRER

30 June 31 December

2018 2017

201845 20174

6H30H 12H31H

RMB’000 RMB’000

AR¥ET T ARETTT

(unaudited) (audited)

(REER) (fHEZ)

Liability component of the Convertible Loan AJ# i EZH & EI 5D 148,067 -
Derivative component of the Convertible Loan A] # i & Z 15T £ 2B D 21,156 -

On 5 January 2018, the Company entered into a convertible loan
(the “Convertible Loan”) agreement (the “Convertible Loan
Agreement”) with International Finance Corporation (“IFC”),
pursuant to which IFC agreed to lend, and the Company agreed
to borrow, the Convertible Loan in an aggregate principal amount
of HK$200,000,000. IFC has the right to convert all or any part
of the outstanding principal amount of the Convertible Loan into
shares of the Company at an initial conversion price of HK$2.22
per conversion share (subject to adjustments as set out in the
Convertible Loan Agreement). The outstanding principal of the
Convertible Loan bears interest at a rate of 1.25% per annum
above 6 months HIBOR. Interest period of the Convertible Loan
shall be a period of six months in each case beginning on an
interest payment date and ending on the day immediately before
the next following interest payment date.

Unless previously converted, the Company shall repay 50% of the
non-converted portion of the Convertible Loan outstanding as at
fourth anniversary of the date of the Convertible Loan (the “First
Repayment Instalment Date”).

M2018F1A5H + ARARIHEBEBEEHA
((EREMATR]) ST —H A RREXR UT
BRRER] R ((TERRERBR]) R
Bz EERESmARRELERKAAR
A & & A AN & 42 %8 5200,000,0007% 7T /) 7]
BRER - AR S A R ARIZTRIRRR
192.228 TR VI IR AR B 1§ 2 2B B 5 Al 34
BRERKREERNSHEREARBRG (7
BB R ERBEASIELHE) - ARk
ERAREEARASERFNE1.25% (8RS
BREARITRAERLS) T8 - REBRER
T AMREFNFNERAESEA 8RR
AREEE T —EN S8 8A—HLE -

B SE R8RS - AR RZAEER AT AL E R
BEmMBFER ((BRIHMEXRB ) RS
BT R B REV50% R EHE 5 -

RAERARAR
zowaﬂwf



Notes to the Condensed Consolidated

Financial Statements

B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 #£201846 H30H 1618 A

17.CONVERTIBLE LOAN PAYABLE

)

(Continued)

Subject to any repayment to be made on the First Repayment
Instalment Date as set out above, the outstanding amount of the
non-converted portion of the Convertible Loan shall be repaid
on the fifth anniversary of the date of the Convertible Loan (the
“Maturity Date”) together with a re-demption premium (the
“Redemption Premium”) which is an amount equal to 3.25% per
annum of such portion of the principal amount of the Convertible
Loan to be repaid or prepaid in respect of the period beginning on

17.ESFTRERER ()

RIZ EXPrE B R D HERK B E L B EE
R ABMEERARBRBOINKEESTE
RfELGE ([MERE]) (RRERZ AR
SAEERIENRIRATEK B A — B - HIME
BT ERIIRAMEFTNATRREREAEEE
FAEE D B F3.26%MFEL ) BRA AR
EXRHRTBESFER ((HHA)) EE - &

X B (O] 1 o] & B &Y AT $R AR & 3R A8 2 ANt

the date of the disbursement and ending on the day immediately i o
before the date of repayment or prepayment. Any amount of the
Convertible Loan which is redeemed by the Company will forthwith
be cancelled.
The Convertible Loan recognised in the unaudited condensed RAEBEREEZGRE S M BRI RER
consolidated statement of financial position of the Group is 7)) Ko BEMEEEE D - BAES
bifurcated into two components for accounting purpose, namely DIHTEERD + R EHB ZETLDE
the liability component and the derivative component, and the wmr
movements of these components during the Reporting Period
are as follows:
Liability Derivative
component component Total
aERD PTEISD At
RMB’000 RMB’000 RMB’000
ARBT AR®T ARBTT
(unaudited) (unaudited) (unaudited)
(RBER) (RBER) (RBEXR)
At 1 January 2018 7201841 HA1H - - -
Issue of Convertible loan 3 i Al #2 3% B 3k 140,427 29,879 170,306
Amortisation of liability component of the Convertible Loan
AR E R A o B #E 7,740 - 7,740
Fair value gain on derivative component of the
Convertible Loan
AMRERITER D AR ERES - (8,389) (8,389)
Payment of the interest of the Convertible Loan
AT AR E B (393) - (393)
Exchange difference [& i, = % 293 (334) (41)
As at 30 June 2018 1201846 H30H 148,067 21,156 169,223

MORRIS HOLDINGS LIMITED
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R RAAR & M B R Y =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 & £201846 H30H 1618 A

18.SHARE CAPITAL 18. I% Z<
30 June 2018 31 December 2017
2018%6H30H 20174128318
US$’000 RMB’000 US$'000 RMB’000
EnTR ARET R Infin ARETFT
(unaudited) (unaudited) (audited) (audited)
(REER) (REER) (fE&Z) (fe&7Z)
Authorised: £
10,000,000,000 ordinary shares of US$0.001 each
10,000,000,0008% & AR E E0.001 & 7T 89 L iR 10,000 10,000
Issued and fully paid: BETRAR :
1,000,000,000 ordinary shares of US$0.001 each
1,000,000,0008% & iX EIfE0.001 3 L E 8 % 1,000 6,914 1,000 6,914

The movements in the Company’s issued share capital during the RABRAEEANNE BHITRAEHHINT -

year are as follows: -

Number of
ordinary shares

Notes in issue Issued capital

e EeRTEZBERER ERITER

RMB’000

AR¥T

(unaudited)

(REEZX)

At 1 January 2017 7201741 A1H 100,000 1

Global Offering 2Bk3% & (i) 250,000,000 1,728

Capitalisation issue B4t 317 (ii) 749,900,000 5,185

At 31 December 2017 and 30 June 2018

201712 A31H &2018%F6 A30H 1,000,000,000 6,914
Notes: s

()  In connection with the Listing of the shares of the Company on the () BARBRORERAEMME » NAAIA

Stock Exchange, 250,000,000 new ordinary shares of US$0.001 % & 8 A%1.0578 7T % 17250,000,0000% (&

each of the Company were issued at a price of HK$1.05 per X E {50.0015 7T ) ¥ & @Ak - Re K ERHE

ordinary share for a total cash consideration, before expenses, of (PR B 32 B1) %262,500,000/8 70 (18E 4T

HK$262,500,000 (equivalent to approximately RMB234,042,000) (the AR #234,042,00070) ([ZHBE]) - AR

“Global Offering”). Dealings in the shares of the Company on the AN B201741 A12B B SRR E R -

Stock Exchange commenced on 12 January 2017.

(i) Upon the creation of the Company’s share premium account as a (i) EARBREEZREEMRIZIBGRERE
result of the Global Offering, an amount of US$749,900 (equivalent 815 © ¥8 /A749,900% 7T (HHE RO AR
to approximately RMB5,185,000) standing to the credit of the share 5,185,0007t) W IR & BRER - @S
premium account of the Company has been capitalised on 12 January FER2017F1 A12A E B AN IZEEEH
2017 by applying such sum towards paying up in full at par a total BREZBIETTARAZRABRRNES
of 749,900,000 ordinary shares for allotment and issue to the then 51749,900,0000% & i ik if1 & A1k ([& A1t
existing shareholders (the “Capitalisation Issue”). Immediately BT  BREENBERENMEBITITRLZ
following the completion of the Global Offering and the Capitalisation & - AN BEE 81T &A% £ 511,000,000,000
Issue, the total outstanding ordinary shares was 1,000,000,000 i - BB 2R E & K2 1T#9250,000,000
ordinary shares including the 250,000,000 ordinary shares issued iR E AR

upon the Global Offering.

B o B A F)
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Financial Statements

R BRAR S P B R M

FOR THE SIX MONTHS ENDED 30 JUNE 2018 £;Z201846 H30H 1F61E A

19.CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at
the end of the Reporting Period.

20.OPERATING LEASE ARRANGEMENTS
— AS LESSEE

The Group leases an office property, showrooms and factory
premises under operating lease arrangements. The leases for
these properties are negotiated for terms ranging from 2 to 10
years.

At 30 June 2018, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as

19.

20.

HARE

AEERARERRL BEATEARAEE -

REHEZH - FREHEA

AEERBEEMECHAERIYE K
BLREE ZEWENHERMFEE+TFHE

M2018F6 308 » AN BB F 1 nl s &
BHREMER TR ARKERE

follows: NRBEEAOT
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
AR¥ET T ARETTT
(unaudited) (audited)
(REER) (JeHEZ)
Within one year —F R 8,949 7,457
In the second to fifth years, inclusive £ —FZ2F A F - BIEEREME 6,584 1,780
15,533 9,237
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Financial Statements
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 ;201846 A30H 1616 A

21.COMMITMENTS

In addition to the operating lease commitments detailed in note
20 above, the Group had the following capital commitments at
the end of the Reporting Period:

21. 73 IE

B Lt B SE20RF A WO AR E A EAES) - RN&E
BNAREREG AT EARRE :

30 June 31 December

2018 2017
2018% 20174
6H30H 12H31H
RMB’000 RMB’000
AR¥T T AR¥ETTT
(unaudited) (audited)
(RBER) (Fe&E%)
Contracted, but not provided for: & 5] 4118 R &4 -
Buildings %4 - 712

22.RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in the
financial statements, the Group had the following significant
transactions with related parties during the Reporting Period:

2.BEEFRS

(a) BB RE LM H FREZ BN A
RSB RME T ETUTEA
x5 :

Six months ended 30 June

B Z6H30H L6fEA
2018 2017
20185 20174
RMB’000 RMB’000
AR¥T T ARBTIT
(unaudited) (unaudited)
(REZ) (REEHEZ)
Jennifer Convertibles, Inc.
Sales of finished goods (note) $4& A & (KiEE) 640 27,009
Morris PRC E&FH
Purchases of electricity i85 & 648 794
Rental expenses (note) FA 4 BAsZ (FfzE) 14,513 11,733

RAEBRARIT
2018 HFEIR S
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 £;Z201846 H30H 1F61E A

22.RELATED PARTY TRANSACTIONS
(Continued)

(a) In addition to the transactions detailed elsewhere in the

financial statements, the Group had the following significant
transactions with related parties during the Reporting Period:
(Continued)

The above related parties were companies controlled by
Controlling Shareholders during the Reporting Period. The
transactions were conducted on terms and conditions
mutually agreed between the relevant parties.

Note:
These related party transactions also constitute non-exempt

continuing connected transactions as defined in Chapter 14A of the
Listing Rules.

(b) Compensation of key management personnel

of the group

RBEIRS (&)

(a) R BHREEMBOFLNRHIH - K
SERBEHEEBETETATEKR
x5 (&)

RS HE - EAET S S REREK
REHORE - ZERX S HREABMA]
#7518 B 1 TE B IR AR S R AE AT

G
HEREH 2 5 IR L TR R 14AT 2
MTRRHEHERERS -

(b) *EEEEEEASHHMH

Six months ended 30 June

HZEZ6H30HL6{EA
2018 2017
20184 20174
RMB’000 RMB’000
ARET T ARBFIT
(unaudited) (unaudited)
(RBERZ) (REEZ)
Fees & 182 352
Salaries, allowances and benefits in kind ¥& ~ ZBE R EWEF 2,133 2,633
Discretionary bonuses BJI1E/EAL 2,129 1,128
Pension scheme contributions iE K5t 21t 7 119 76

Total compensation paid to key management personnel

INTEEERAENTERE 4,563 4,189
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 & £201846 H30H 1618 A

23.FAIR VALUE MEASUREMENTS

Other than the derivative component of the Convertible Loan,
as discussed in Note 17, the Group did not have any financial
assets or financial liabilities measured at fair value at the end of
the Reporting Period.

The carrying amounts and fair values of the Group’s financial
instruments are reasonably approximate to fair values.

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, trade and bills receivables, financial
assets included in prepayments, deposits and other receivables,
trade and bills payables, financial liabilities included in other
payables and accruals, the current portion of interest-bearing bank
borrowings and amounts due from/to related parties approximate
to their carrying amounts largely due to the short term maturities
of these instruments.

The Group’s corporate finance team headed by the finance
manager is responsible for determining the policies and procedures
for the fair value measurement of financial instruments. The
corporate finance team reports directly to the chief financial officer.
At each reporting date, the corporate finance team analyses the
movements in the values of financial instruments and determines
the major inputs applied in the valuation. The valuation is reviewed
and approved by the chief financial officer. The valuation process
and results are discussed with the audit committee twice a year
for interim and annual financial reporting.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced
or liquidation sale. The following methods and assumptions were
used to estimate the fair values:

23. A REFTE

FR AT E R OTAE R D 50 (A0BfEE1 7R a)
AEERAREPRY BEAIRIAETE
MEREERTRAE -

EREEHEREMASFEVNAAE
EEMAER  BHERYFBEREKRER - A
ATRMFRE - e REMEKKIAN S BRE
E -BHRNFERENRE SMAHME
NRAREFERTHSREE  FFERT
fERE B D 3 e MR FE < B Hge 77 7R IR £
HRHMEAZES  T2HRNZEFTARE
HRZIH -

AREETHMBEEFTAENTLEREBK
BERERMTANAAREFEHEBRRIE
Foeb¥REBFERNEREMBEEER -
REREEH CEREEBROTERTA
BEEZPLRETEARGENTIZBARK
B MECHEREMBERMRILE - S5
P HARFEMBREEERR R WG
ERARGERMX

SMAERBENARBERZIANBER
5% (MIRETERBE) BARH T
RESEAE - THABHEAREERZ Y
HERBR -

RAERARAR
2018 HFEIR S
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B AR & B 35 R R B =

FOR THE SIX MONTHS ENDED 30 JUNE 2018 #£201846 H30H 1618 A

23.

FAIR VALUE MEASUREMENTS
(Continued)

The fair value of the derivative component of the Convertible Loan
is the difference between the fair value of the Convertible Loan and
the fair value of liability component of the Convertible Loan, i.e.,
present value of the liability component of the Convertible Loan.
The fair value of the Convertible Loan has been estimated using
a valuation technique for which the input which has a significant
effect on the recorded fair value is not based on observable
market data. The Group’s derivative component of convertible
bond is categorised in Level 3 (31 December 2017: Nil) of the fair
value measurement as at 30 June 2018.

Below is a summary of significant unobservable inputs to the
valuation of Convertible Loan:

VAN
JuL

23. A REFTE ()

/N L

AR ERNITER D AR ER TR E R

AREEITHREFNEERSNAAEZEDN
=% MBRBREFRNAEDIHSIRE - AR
BERNAAENABERDGH/  mBBGEER
M ASBE T IEERATBERMSEEEZEA
RAREBEEBEEARFE - B2018F6H30H © &
EEMABRBESFNTEXS D EARIALEFE
ME=A (2017F12A31H : &) -

PATS B3 R B R (2 EA N A B i A B
BEE

Significant
Valuation unobservable Sensitivity of the input to
technique input fair value
EXTAHE
fRERI LIPN- ¢ WABBRAREZBRE
Convertible Loan Monte Carlo - Discount rate 13.62% 100 basis points increase/(decrease)
AR & 3K Least Square BRIR X (31 December in discount rate would result in
Method — 2017: Nil) decrease/(increase) in fair value by
American Option (2017412 A RMB2.62 million/(RMB4.69 million)
SERE — &/ 318 : &) (31 December 2017: Nil)
Jok — A HiE BRERE A (TRE) 1001EE 2
BYARERD (GEM) AR
26288 (AR¥K4I69BETT)
(20174 12A318 : &)
Volatility 37.51% 10% increase/(decrease) in volatility
LIRS (31 December would result in increase/(decrease)

The directors believe that the estimated fair values resulting from
the valuation technique, which are recorded in the statement of
financial position, and the related changes in fair values, which
are recorded in the statement of profit or loss, are reasonable,
and that they were the most appropriate values at the end of the
Reporting Period.

MORRIS HOLDINGS LIMITED
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2017: Nil) in fair value by RMB2.54 million/
(20175128 (RMB2.37 million) (31 December
318 : &) 2017: Nil)

REE LA (TFE) 10% BB A
ARELNCRD) ARB2.5488
7t/ (AR¥2.37HETT) (20174F
128318 : #)

E=RA - FRAMBERNMEERMBRARA
ERfMFTAnBRRESRARNEEAREBEE

HEEQE  BARSHARNRAEEE-
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FOR THE SIX MONTHS ENDED 30 JUNE 2018 & £201846 H30H 1618 A

23.FAIR VALUE MEASUREMENTS
(Continued)

The following tables illustrate the fair value measurement hierarchy
of the Group’s financial instruments:

The Group did not have any financial assets measured at fair value
as at 30 June 2018 and 31 December 2017.

Liabilities measured at fair value:

As at 30 June 2018 (unaudited)

23. A REFTE ()

TRHALKEESR T AN R A ER
A

[E

]

MA2018%E6 A30H K2017E12A31H » &
B EE IR AR ETENESMEE -

BRAREFENEE

A201846 A308 (R&E)

Fair value measurement using

ERAATHABENAAEFE

Quoted prices Significant Significant

in markets observable unobservable
(Level 1) input (Level 2) input (Level 3) Total

BERAEHE EAFTAEHE

TiERE WARE WARE
(%15R%) (%E24%) (E3%%) &t
RMB’000 RMB’000 RMB’000 RMB’000
ARBFTT ARBT T ARBTT ARBFT

Derivative component of Convertible Loan

MR ERITES D - - 21,156 21,156

The Group did not have any financial liabilities measured at fair
value as at 31 December 2017.

The movements in fair value measurements in Level 3 during the
period are as follows:

MR2017F12A31H » AEB W EETMIZEARE
rENEmERE -

HIN > BRAABEHELZPERDOT ¢

RMB’000
AR¥ET T
(unaudited)
(RBER)
Derivative component of Convertible Loan: RJ#ii% & FH74 0 5
At 1 January 2017, 31 December 2017 and 1 January 2018
R2017F1H1H - 2017F12H31H Kk2018F1H1H =
Issuance of Convertible Loan %17 A] # J & 74X 29,879
Fair value gain on derivative component of the Convertible Loan
ARRERITER S AR EKE (8,389)
Exchange difference [& 7, Z= %8 (334)
At 30 June 2018 7201846 430H 21,156

During the Reporting Period, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers into
or out of Level 3 for both financial assets and financial liabilities
(for the six months ended 30 June 2017: Nil).

RBEMA > SHMEERSRBBEFIMRFE2R
RAEMAEZEYEER  TEEAREHES

ANVIN

FEVE R (B E2017E6 A308 IL61E A : &) -

a8

BRI AER AT
2018 HFEIR S
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24.EVENT AFTER THE REPORTING

©

PERIOD

On 4 July 2018, the Company, as purchaser entered into
a sale and purchase agreement (the “Sale and Purchase
Agreement”) with Morris Group Co., Ltd (the “Seller”), as seller,
and a controlling shareholder, as warrantor, pursuant to which
the Company conditionally agreed to purchase and the Seller
conditionally agreed to sell all issued and outstanding common
stock of Jennifer Convertibles, Inc., subject to adjustment in
accordance with the Sale and Purchase Agreement, at cash
consideration of US$35 million. The transaction has not yet
completed as at the date of this report. Further details of this
transaction are set out in the Company’s announcement dated 4
July 2018 and the circular dated 14 August 2018.

MORRIS HOLDINGS LIMITED
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Management Discussion and Analysis

FINANCIAL REVIEW

The revenue of the Group increased from approximately RMB515.0
million for the six months ended 30 June 2017 to approximately
RMB655.9 million for the six months ended 30 June 2018, representing
an increase of approximately 27.4%. The profit for the period increased
by approximately 40.2% from approximately RMB56.6 million for the
six months ended 30 June 2017 to approximately RMB79.3 million
for the six months ended 30 June 2018. If excluding the fair value
gain on derivative component of convertible loan and interest on the
convertible loan incurred during the six months ended 30 June 2018,
the profit for the period would increase by approximately 39.0% from
approximately RMB56.6 million for the six months ended 30 June
2017 to approximately RMB78.6 million for the six months ended 30
June 2018. The Company’s basic and diluted earnings per ordinary
share was RMB7.93 cents and RMB7.27 cents for the six months
ended 30 June 2018 (2017: RMB5.74 cents) based on the profit for
the period attributable to ordinary equity holders of the Company of
approximately RMB79.3 million (2017: approximately RMB56.6 million),
and the weighted average number of ordinary shares of 1,076,153,501
for the six months ended 30 June 2018 (2017: 984,806,630).

Revenue

The revenue of the Group increased by approximately 27.4%, from
approximately RMB515.0 million for the six months ended 30 June
2017 to approximately RMB655.9 million for the six months ended
30 June 2018, which was primarily attributable to the successful
promotion of OBM products in the U.S., and the increasing popularity
of our functional sofas.

Cost of sales

The cost of sales of the Group increased by approximately 25.5% from
approximately RMB375.1 million for the six months ended 30 June
2017 to approximately RMB470.9 million for the six months ended 30
June 2018, which was in line with the increase in sales.

Gross profit

The gross profit of the Group increased by approximately 32.2% from
approximately RMB139.9 million for the six months ended 30 June
2017 to approximately RMB185.0 million for the six months ended
30 June 2018. The gross profit margin increased from approximately
27.2% for the six months ended 30 June 2017 to approximately 28.2%
for the six months ended 30 June 2018, primarily due to the higher
percentage increase in revenue of the Group, which outweighed the
percentage increase in labour cost and the slight decrease in cost of
leather raw material.

BEREF WK

Bt %5 Bl 8

ANEBUW A BE E2017FE6 A30R (H61E B 6 4
ARM515.08 B Lig £ # £2018F6A30H 1E
6 A ARG55.90 BT HIBL HB27.4% °
BRI % A B B 2201796 A30H 1618 A K4 A
R#56.6 8 & LI i1 4)40.2% % # 2201846 A
308 16 A ARME7O.EE T WA
H =2018F6A30H LL61EA A EEM AR E K
PTEIFDPRAABERSIRAIBRBRERFE 8
% A% BB 2201746 AG0H 1E61E A K94 A
R#56.68 &0 B INKI89.0% = & £201846
A30H IE6EAMK ARKE78.6B BT ° AR A
#H =2018F 64308 LE6{# A ) & % I @A E A
LREERAND R ABARBT7.93D R ARKET.27
2 (20175 « ARMS.74%) - THiR B RHIRE K
ARAEBEZFBEABEEANHOARK79.38
BT (2017F : H AR EES6E B L) URE
£201846 A30H LE61E A I i i & hn#& F 19 2
1,076,153,5010% (20174 : 984,806,6300%) &t

b

E_o
A

ANEBUW A HEE2017FE6 A30R (H61E B 6 4
AREB15.08 BT NKI27 4% EE E£20184F6
A30H IL6E AWM AREES5.98 &L - TEH
REZBEXINMHEREOBME RN Z D BES
o o

AEERHEERAHEZ2017F6530H LE61HE
A ANREI7T5 1B B N25.5%E & =
20186 A30R k6ff A M 4 A R ¥470.08 8
UL e HHERERIER B -

EH

NEBRNENBEZ2017F6 A30R L6178 A
HAREA139.98 LI IMNAIB2.2%E & £2018
F6HA30H IE6E AW ARKE185.08 8L - EF|
REAE 201746 A30H IF61E AR 4127 .2%1E =
HZE2018F6A30H LE61E A K%I28.2% * =2
RAEBRAREED RS @ BB A KA
EADLREERM AR ABEE NEATE
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Management Discussion and Analysis

BEEEFWNE DA

Other net income and gains

The other net income and gains of the Group increased from
approximately RMB3.6 million for the six months ended 30 June 2017
to approximately RMB28.4 million for the six months ended 30 June
2018. Such increase was primarily due to the fair value gain on the
convertible loan of approximately RMB8.4 million, net income of selling
unused raw material of approximately RMB9.2 million and exchange
gain recorded for the six months ended 30 June 2018 while exchange
loss was recorded in the same period of last year.

Selling and distribution expenses

The selling and distribution expenses of the Group increased by
approximately 40.5% from approximately RMB32.2 million for the six
months ended 30 June 2017 to approximately RMB45.2 million for
the six months ended 30 June 2018. Such increase was primarily due
to the increase in marketing and promotion expenses and rental of
the new retail stores located in Hangzhou, Shanghai and Hong Kong.

Administrative expenses

The administrative expenses of the Group increased by approximately
49.2% from approximately RMB36.7 million for the six months ended
30 June 2017 to approximately RMB54.8 million for the six months
ended 30 June 2018, which was primarily due to the increase in legal
and professional expenses, consultation fee and technical support
of approximately RMB10.6 million for the acquisition of Jennifer
Convertibles, Inc., operating the new retail stores and issuing the
convertible loan during the six months ended 30 June 2018.

Finance costs

The finance costs of the Group increased by approximately 98.9%
from approximately RMB6.0 million for the six months ended 30 June
2017 to approximately RMB12.0 million for the six months ended 30
June 2018, which was primarily due to the increase in interest for
convertible bond of approximately RMB7.7 million.

MORRIS HOLDINGS LIMITED
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Management Discussion and Analysis

Income tax expense

The income tax expense of the Group increased by approximately
81.7% from approximately RMB12.0 million for the six months ended
30 June 2017 to approximately RMB21.8 million for the six months
ended 30 June 2018. In addition, the effective tax rate increased
from approximately 17.5% for the six months ended 30 June 2017
to approximately 21.5% for the six months ended 30 June 2018. The
substantial increase in both income tax expense and effective tax rate
for the six months ended 30 June 2018 was mainly attributable to a
decrease in super-deduction of eligible research and development
expenditure during the six months ended 30 June 2018 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 (#8172 58 & il 7 58 2%
2 R AT HNET 0 B 938 AN) 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 and there was adjustment of last year income tax in
respect of over-provision of prior year income tax provision.

Profit for the period

As a result of the foregoing, the profit for the period increased by
approximately 40.2% from approximately RMB56.6 million for the
six months ended 30 June 2017 to approximately RMB79.3 million
for the six months ended 30 June 2018. If excluding the fair value
gain on derivative component of convertible loan and interest on
convertible loan incurred during the six months ended 30 June 2018,
the profit for the period would increase by approximately 39.0% from
approximately RMB56.6 million for the six months ended 30 June
2017 to approximately RMB78.6 million for the six months ended 30
June 2018.

LIQUIDITY AND CAPITAL RESOURCES
Working capital

For the six months ended 30 June 2018, cash and cash equivalents
of the Group increased by approximately RMB78.2 million, which
was comprised of the net cash flows used in operating activities
of approximately RMB211.9 million, net cash flows generated from
investing activities of approximately RMB101.2 million, and net cash
flows generated from financing activities of approximately RMB188.2
million, while approximately RMBO.7 million was the net exchange gain
of foreign exchange rate changes.

BEREF WK

FREHRAX
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F2018F6H30H LL6E A ARE21.88 &
JC o BbAN - BT R R A E2017F6HA30A 1E6
& B H#I17 56%I8 = H Z=201846 A30H 1L61E A
#921.5% ° B £2018F 6 A30H |L618 A TS
A RERBERGAEEN  FZHREZE2018
F6A30H (E61E A K& & 12 5 S iR ER 0 R
DRI W IREFRBRES BREEER R
B E 2015911 A2 B BT R2016F1 518
AR (AR EMEREE BB AN HNERIEK
KRB - AEBEENEERANE EREIN
EIN50% /BB ZEEH - MEFHAEHET
ERBTFEMNSHBEREELAE -

HA s A

BN EMRE - BiARRF REE2017946 H30H
1F6E AR ARESE.6E B ITIBINAI40.2%EE,
£2018F6H30H LL6E AWK ARKB79.358 &
JC ° A B E £2018F6 A30H (H61E A E 4
AR EFRITEI D AR EE WSS KA REE
R B B Rm A A B &L E=20179F6 A30H 1E6
BAMBHARES6EEIT * EINKS.0%EE
£20185F6H30A L6E AN ARKET78.6E 8
7T o

RBEERERKR
gEAS

B ZE2018F6A30H L6 A - AEBZRE X
HESEVENOAREITSCEE L BRELE
EHTARSREFEHARE21196E T
KETHMESEESREFBHOARBEI01.2B8
TRBEEHMEHESAEFHEHAREK188.2
BEL MHARKTEBELAINESIERESH
P& 5 USR8 o

REBRABRAT
2018 HEIHR S



._\::{*H

Management Discussion and Analysis

BEREFNWR D

Borrowing and pledge of assets

As at 30 June 2018, the Group’s interest-bearing bank borrowings
amounted to approximately RMB207.9 million (31 December 2017:
approximately RMB149.7 million), all of which were repayable within
12 months from 30 June 2018. The bank loans’ interest rates ranged
from 2.3% to 6.5% (31 December 2017: 2.1% to 6.5%) per annum.

As at 30 June 2018, approximately RMB75.3 million (31 December
2017: approximately RMB181.9 million) restricted bank balances were
pledged for bank borrowings and bills payables. Decrease in bills
payable balance was mainly due to the restructuring of subsidiaries
in PRC.

Gearing ratio

The gearing ratio of the Group, which is total interest-bearing bank
borrowings divided by total equity as at the end of the year/period
and multiplied by 100%, increased from approximately 39.1% as at 31
December 2017 to approximately 48.5% as at 30 June 2018, which
was primarily due to the increase in interest-bearing bank borrowings
as at 30 June 2018.

Contingent liabilities

The Group did not have any significant contingent liabilities as at 30
June 2018.

Trade and bills receivables

The trade and bills receivables of the Group increased to approximately
RMB513.6 million as at 30 June 2018 (31 December 2017:
approximately RMB389.0 million), primarily due to the increase in
sales to our customers in the second quarter in 2018 as compared to
the fourth quarter in 2017.

Trade and bills payables

The trade and bills payables of the Group decreased to approximately
RMB284.0 million as at 30 June 2018 (31 December 2017:
approximately RMB438.2 million), primarily due to the restructuring
of subsidiaries in PRC which reduced the bills payables between
inter-companies and increase in timely payment to the suppliers for
third party purchases.
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Management Discussion and Analysis

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
six months ended 30 June 2018, the Group did not experience any
material difficulties or impacts on its operations or liquidity as a result
of currency exchange fluctuation. The Group did not use any financial
instruments for hedging purposes during six months ended 30 June
2018 and there were no hedging instruments outstanding as at 30
June 2018. 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
that they are in line with market practice and regulatory requirements.
As at 30 June 2018, the Group employed a work force of 2,363 (31
December 2017: 2,052). The total salaries and related costs including
the directors’ remuneration for the six months ended 30 June 2018
amounted to approximately RMB73.8 million (for the six months ended
30 June 2017: approximately RMB72.2 million).

INTERIM DIVIDEND

The Board has resolved to declare interim dividend of HK1.8 cents per
ordinary share (2017: HK1.5 cents) for the six months ended 30 June
2018 to be paid on 22 October 2018 to shareholders whose names
appeared on the register of members on 10 October 2018.
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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 (“Code Provisions”) and, where applicable, the
recommended best practices of the Corporate Governance Code
(“Corporate Governance Code”) set out in Appendix 14 of the
Listing Rules. Save for the disclosed below, the Company has applied
and complied with the relevant provisions of the Code Provisions
throughout the six months ended 30 June 2018.

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 comprises 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.

Independent Non-executive Directors

The Group has complied with Rules 3.10(1) and 3.10(2) of the
Listing Rules relating to the appointment of a sufficient number of
independent non-executive Directors and at least one independent
non-executive Director with appropriate professional qualifications or
accounting or related financial management expertise. The Company
has appointed three independent non-executive Directors including
two with accounting or related financial management expertise.
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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 with 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 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 2018.

CHANGE OF DIRECTORS AND
COMPOSITION OF BOARD
COMMITTEES

The changes in information of the Directors since the annual report of
the Company for the year ended 31 December 2017 is set out below:

Executive Directors

At the annual general meeting of the Company held on 17 May 2018,
Mr. Chen Guohua retired and did not seek for re-election as an
executive Director due to his other business commitments.

With effect from 6 June 2018, Mr. Wu Yueming has been appointed as
an executive Director of the Company. For further details, please refer
to the announcement of the Company dated 6 June 2018.
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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 unaudited 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 2018 or at any time
during the six months ended 30 June 2018.

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:

(i) The Company
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Approximate

Number of percentage of
Name of director/chief executive Nature of Interest securities (Note 1) shareholding
Ex BETRABHS s HEHEHE (M) ERESIEIHL
Mr. Zou Gebing (Note 2) Interest of controlled 750,000,000 shares (L) 75%

FEEFELE (HEE2)

corporation
Ry 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) REEX (MaE1)

Approximate

Number of percentage of
Name of director/chief executive Nature of Interest securities (Note 1) shareholding
B BRTRAEHS s HEHE (M) HRESNE S
Mr. Zou Gebing (Note 2) Interest of controlled 85 shares of 85%
BB ESAE (FFEE2) corporation US$1 each (L)
R LEER 85 FAR1ZETT
ER A (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’ FTERRZER
INTEREST

As at the date of this report, the following persons (other than the RABREBH @ A RARBIFEE S LB E KM S
Directors or the chief executive of the Company) have interests or  336{&1F & 2 IR B MR - THIE (KA F
short positions in the shares or underlying shares as recorded in the EESHZSITHAEKRIN) RARQ T I S HE
register required to be kept by the Company under section 336 of PP AHEERIAR -

the SFO:
Approximate

Number of percentage of
Name of shareholders Nature of Interest securities (Note 1) shareholding
BRREH R BEHAE (ME1) HREHSOEIL
Morris Capital (Note 2) Beneficial owner 750,000,000 shares/%(L) 75% (L)
REER (Mis2) EnAA
Wu Xiangfei (Note 3) Interest of spouse 750,000,000 shares/R%(L) 75% (L)
SRrRFR (FzE3) (R e
RAYS Capital Partners Limited Investment manager 90,112,000 shares/R%(L) 9.01% (L)
EREXREBRAA wE K
Ruan David Ching-chi Interest of controlled corporation 90,112,000 shares/M%(L) 9.01% (L)
B Ik REEE
Asian Equity Special Opportunities Beneficial owner 70,034,000 shares/R%(L) 7% (L)

Portfolio Master Fund Limited

TMRERSRIREREEESES EnlAA
Note 1: The letter “L” denotes the person’s long position in such shares. izt : FH L] RRZAEZERMDTHOITE -

Note 2: Morris Capital is owned as to 85% by Mr. Zou Gebing and 15% by M2 : EBRE AR AR ELEHHBS%MELATRE
Ms. Wu Xiangfei. THE15% °

Note 3: Ms. Wu Xiangfei is the spouse of Mr. Zou Gebing. Under the SFO, M3 : SfAMRZ LB EILENRE - BEZFERL

Ms. Wu Xiangfei will therefore be deemed, or taken to be, interested HEGRY - BRARZEEELER BEE S
in the same number of shares in which Mr. Zou Gebing is interested. BEFEFENERROER -

Save as disclosed above, the Company has not been notified of any B F XFTEEEHE - BEAREHE - A2 AW
other person (other than the Directors and chief executives of the EEEFAAMAL (ARTEZERZESITHA
Company) who had an interest or short position in the shares and/or BN B - R RERKRABIIMD K& 8
underlying shares of the Company which fell to be disclosed to the & {n R HE EIREES L EEIEHIEXVELE2 KL
Company under Divisions 2 and 3 of Part XV of the SFO as at the FE3NMAARRFWE ZHRIAR -

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 2018.

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 2018 or at any time during the six months ended 30 June
2018.

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 non-competition
undertakings under the Deed of Non-competition during the six
months ended 30 June 2018.

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 2018.
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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 29 March 2018 and note
22 to the unaudited condensed consolidated financial statements
in this report. For the six months ended 30 June 2018, the rental
expenses paid to Morris PRC and sales of finished goods to Jennifer
Convertibles, Inc. were approximately RMB14.5 million and RMBO0.6
million, respectively, which did not exceed the relevant annual cap for
the same period.

MAJOR CUSTOMERS AND SUPPLIERS

During the six months ended 30 June 2018, sales to the Group’s
five largest customers and purchases from the five largest suppliers
accounted for approximately 62.7% and 65.8% of the Group’s total
revenue and purchases for the six months ended 30 June 2018,
respectively. The Group’s largest customer accounted for around
35.8% of the Group’s total revenue for the six months ended 30 June
2018. The Group’s largest supplier accounted for around 30.0% of
the Group’s total purchase for the six months ended 30 June 2018.

At no time during the six months ended 30 June 2018 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
LISTING

The Company Listed its shares on the Main Board of the Stock
Exchange on 12 January 2017. Net proceeds from the listing were
approximately HK$218.6 million (after deduction of the underwriting
commission and relevant expenses), which are intended to be applied
in the manner as disclosed in the prospectus of the Company dated
30 December 2016 (the “Prospectus”). As at the date of this report,
the net proceeds from the Listing were utilized as follows:
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Amount Amount

utilised as at unutilised as at

Actual net the date of the date of
proceeds this report this report
BB RAmE B H RAwmE B H
MIE R EX)ikx: REASHE
HK$ million HK$ million HK$ million
BEER BHERER BEER
Further expansion of sales and marketing network
E—TIREE KL HBR 68.5 68.5 -
Repay bank borrowings 1&3& R 1T{& 57.7 57.7 -
Brand recognition in furniture market
RaREET SN mERAE 56.8 56.8 -
Working capital &@8& & 21.4 21.4 -
Expansion of the manufacturing capabilities in Cambodia
RENRIBRNERE 14.2 14.2 -
Total 425t 218.6 218.6 -
HEBRARAT @
2018 HEIHR S



Other Information

Hfb &R

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 2018 and there were no outstanding share
options under the Share Option Scheme as at 30 June 2018 and the
date of this report.

AUDIT COMMITTEE

The Audit Committee currently comprises three independent non-
executive Directors, namely Mr. Shao Shaomin who possesses a
professional accounting qualification, Mr. Huang Wenli and Mr. Liu
Haifeng. Mr. Shao Shaomin is the chairman of the Audit Committee.
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 2018
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
Z0OU GEBING

Chairman

Hong Kong, 28 August 2018
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