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CORPORATE INFORMATION
ARAR

BOARD OF DIRECTORS

Mr. ZOU Gebing (Chairman and Chief Executive Officer)

Mr. SHEN Zhidong
Mr. ZENG Jin
Mr. WU Yueming

Mr. LIU Haifeng

Mr. CHU Guodi

Mr. QIAN Jun (appointed on 31 July 2020)

Mr. PANG Wing Hong (resigned on 31 July 2020)

AUDIT COMMITTEE

Mr. QIAN Jun
(Chairman, appointed on 31 July 2020)
Mr. LIU Haifeng
Mr. CHU Guodi
Mr. PANG Wing Hong
(Chairman, resigned on 31 July 2020)

REMUNERATION COMMITTEE

Mr. CHU Guodi (Chairman)

Mr. LIU Haifeng

Mr. QIAN Jun (appointed on 31 July 2020)

Mr. PANG Wing Hong (resigned on 31 July 2020)
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CORPORATE INFORMATION (CONTINUED)
RNEEH (FE)

NOMINATION COMMITTEE

Mr. LIU Haifeng (Chairman)

Mr. CHU Guodi

Mr. QIAN Jun (appointed on 31 July 2020)

Mr. PANG Wing Hong (resigned on 31 July 2020)

COMPANY SECRETARY

Mr. LAM Hoi Lun

AUTHORISED REPRESENTATIVE

Mr. WU Yueming
Mr. LAM Hoi Lun

AUDITOR

HLB Hodgson Impey Cheng Limited

PRINCIPAL SHARE REGISTRAR AND

TRANSFER OFFICE IN THE CAYMAN ISLANDS

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR

Tricor Investor Services Limited
Level 54, Hopewell Centre
183 Queen’s Road East, Hong Kong
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CORPORATE INFORMATION (CONTINUED)
NEEH (&

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTERS IN THE PRC

No. 500 Youquan Road
Haining Economic Development Zone
Zhejiang Province, PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Unit 2001, 20/F, Citicorp Centre
18 Whitfield Road, Causeway Bay, Hong Kong

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Citibank

Industrial and Commercial Bank of China (Asia) Limited
Bank of Jiaxing

Agricultural Bank of China Limited

Taishin International Bank

China Merchants Bank Co., Ltd.

STOCK CODE

1575

WEBSITE

www.morrisholdings.com.hk
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FINANCIAL HIGHLIGHTS
MBRE

FINANCIAL HIGHLIGHTS FOR THE SIX MONTHS
ENDED 30 JUNE 2020

ELE 202056 A30H 1E61E A 2

Revenue decreased by approximately 57.5% to approximately
RMB212.5 million for the six months ended 30 June 2020
(2019: approximately RMB499.6 million)

Gross profit decreased by approximately 76.7% to approximately
RMB16.6 million for the six months ended 30 June 2020 (2019:
profit of approximately RMB71.1 million)

The Group recorded a loss of approximately RMB87.4 million
for the six months ended 30 June 2020 (2019: approximately
RMB79.1 million)

Basic loss per share was approximately RMB8.96 cents for the
six months ended 30 June 2020 (2019: approximately RMB7.91

cents)

The Board does not recommend the payment of any interim
dividend for the six months ended 30 June 2020 (2019: Nil)
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CHAIRMAN'S STATEMENT
TEHRES

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 2020 (the “Reporting
Period”) to the shareholders of the Company (the “Shareholders”).

2020 was a very challenging year for the Group against the backdrop
of the trade-war between China and the US and the negative
impact brought to the global economy by Coronavirus Disease
2019 (“COVID-19”). To mitigate the US market risks, with strenuous
efforts and strong execution of the management, our Group has
successfully expanded into other overseas market, and engaged in
the development of the digital retail business in the PRC. The Group
will put more efforts in developing other matured and stable furniture
markets to better avoid market risks and benefit from long-term

global consumption growth.

Since our Group’s listing on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) in 2017, we have
accelerated the pace of development of our retail business and
establishment of our own brand. The determination to create a
valuable and strong retail furniture brand is the long-term aim of the
Group, and we will cautiously deploy resources during the uncertain

times to develop our presence and enhance our brand image.

Product is key to the long-term success of our business, and
“Exquisite” product is the main theme for 2019 and years to come.
We have devoted more time and effort to improve our product quality
and style and to enhance the product value for our consumers.
We also continuously emphasized the key value proposition of our
Group: “Treating our products as artworks, works professionally
using the Company as the platform”, which we hope would inspire
our colleagues to strive for excellence and maintain positive working

attitude to build a strong enterprise in adverse environment.
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CHAIRMAN'S STATEMENT (CONTINUED)
EITEHREE (E)

el
sk

OUTLOOK

We expect to face more challenges and opportunities in the second 2 11 T8 B % 70 2020 4F T = 4+ 48 [ % 1
half of 2020. We will keep a close watch on the development of WEAREZARPERE S BB R

the situation, continue to refine our management system and make B Bt BN IRIEBERE &

timely adjustments to our operation and sales strategies. Br=ETEHE RNABRCEREER
i o

Looking forward to the second half of 2020, | will continue to lead all ~ & £20204F T4 » K A AEE T AL
staff of the Group to step onto the international stage and develop SEXERIEAMNERSES  EEREAM

our self-owned brands, aiming at becoming a well-known furniture B REARKAZRMENRAREE

brand enterprise in the world. EQESI
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF PROHT OR LOSS AND OTHER COMPREHENSIVE INCOME

ARERERAGSERER

For the six months ended 30 June 2020

Htt 2 W&

220206 H30H 1L61E A
Six months ended 30 June
HZ6H30H L6fEA
2019
20194
Notes RMB'000
FI5E AREFIT
(Unaudited)
(CREEE=Z)
REVENUE WA 5 212,461 499,599
Cost of sales SHERA (195,816) (428,503)
Gross profit E 5 16,645 71,096
Other income and gains E At A R s 5 58 5 39,896 21,032
Reversal of/(allowance for) expected TSR AN BRI S B E EE Y
credit losses in respect of financial TBHE B EERE,
assets carried at amortised cost, net (B4E) 58 6,192 (1,184)
Selling and distribution expenses HE RO HEFEX (51,889) (94,781)
Administrative expenses THFAX (84,473) (63,496)
Other expenses and losses HEAthpa REE (1,494) (78)
Finance costs BhE R A (13,345) (12,798)
LOSS BEFORE TAX BRELATE R (88,468) (80,209)
Income tax credit FrigHii e 1,052 1,142
LOSS FOR THE PERIOD BMAEE (87.416) (79,067)
OTHER COMPREHENSIVE LOSS Hit2EEHR
ltem may be reclassified to profit or loss FJaEE# DB E1BEAIE B
Exchange differences on translation BE SRR AE S =5
of financial statements (1,185) (2,290)
TOTAL COMPREHENSIVE LOSS HRE2HEERAHE
FOR THE PERIOD (88,601) (81,357)

8 MORRIS HOLDINGS LIMITED
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)
AEERERAGEEEREMEEKRE R (&)

For the six months ended 30 June 2020

2 Z2020F6 HA30H 1L61E A
Six months ended 30 June
B Z6H30H1L61EA
2019
20194
Notes RMB'000
BaE AREFIT
(Unaudited)
(REEZ)
Loss attributable to: FE{E1E -
Owner of the Company RATHB A (87.363) (79,067)
Non-controlling interests IR IR R A (53) =
(87.416) (79,067)
Total comprehensive loss B2 EEEAR
attributable to:
Owner of the Company RATHBA (88,562) (81,357)
Non-controlling interests IR IR R A (39) =
(88,601) (81,357)
LOSS PER SHARE ATTRIBUTABLE AAREEEEFEA 8
TO ORDINARY EQUITY HOLDERS EhaEREE
OF THE COMPANY
Basic (Unaudited) AR (CGREEEZ) RMB RMB
(8.96) cents (7.91) cents
AR® AR
(8.96) 7 (7.91)%
Diluted (Unaudited) e CREER) RMB RMB
(9.50) cents (7.91) cents
AR AREE
(9.50)% (7.9M)%

SRERER AR 2020 REIERE 9



UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ABERERLRS BB K

As at 30 June 2020
R202096H30H
31 December
2019
20194
12A31H
Notes RMB'000
BaE ARBT T
(Audited)
($e%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - BB MR E 10 49,970 71,480
Right-of-use assets FREEE 10 133,910 227,972
Contingent consideration receivables FEY B AR (B 247,388 234,425
Deferred tax assets I IEE B 7,805 9,020
Total non-current assets FEREEEATE 439,073 542,897
CURRENT ASSETS REBEE
Inventories e 145,163 169,509
Trade and bills receivables B S W T K W 11 93,514 217,018
Prepayments, deposits and TENFIE - ek
other receivables Hth FE W F B 12 195,469 212,217
Amount due from a shareholder JEUS — AR R F0E 353 -
Amounts due from related companies B BE:E A a8 31,257 -
Pledged deposits [ iER 13 100,818 132,277
Cash and cash equivalents HENMIREEEBY 13 65,659 71,046
Total current assets BNV EBRR 632,233 802,067
CURRENT LIABILITIES REAE
Trade and bills payables B SN RIERENER 14 371,870 389,334
Contract liabilities aHaE 15 33,818 24,844
Other payables and accruals Hib e RIENEAER 15 65,385 63,240
Amount due to a shareholder FE—ZRR R IB 10,606 10,107
Amounts due to related companies JERTREE R BIRIA 146,360 80,310
Interest-bearing bank borrowings sTEBRITER 16 66,849 220,815
Warranty provision IRIEFEE 3,723 4,689
Lease liabilities HEBRE 37,301 46,504
Convertible loan AR E =X 17 51,166 99,986
Income tax payables FER TS TR 7,406 18,969
Total current liabilities BB EERE 794,484 958,798
NET CURRENT LIABILITIES REBBETEE (162,251) (156,731)
TOTAL ASSETS LESS EERERRBAE
CURRENT LIABILITIES 276,822 386,166

10 MORRIS HOLDINGS LIMITED INTERIM REPORT 2020




UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
AEERERAFRS W BMRR K (&)

As at 30 June 2020
R2020F6H30H

clge 31 December
2020 2019
20204 20194
6H30H 12A31H
Notes RMB’000 RMB’000
MIsE AR¥T AREFIT
(Unaudited) (Audited)
(REEZ) ($e%)

NON-CURRENT LIABILITIES FEREEE
Deferred tax liabilities ELETRIBEE 556 2,888
Interest-bearing bank borrowings sHERITER 16 10,000 -
Convertible loan AR E R 17 49,186 9,602
Lease liabilities HEEaE 113,348 176,709
Total non-current liabilities B AERTE 173,090 189,199
Net assets EEFE 103,732 196,967
EQUITY R
Share capital A& 7N 18 6,914 6,914
Reserves 1 97,119 190,315
Equity attributable to AAREE AEGER

owners of the Company 104,033 197,229
Non-controlling interests FEIERG RS (301) (262)
Total equity FERAARE 103,732 196,967

0%
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

REBRMBESERS

For the Six Months Ended 30 June 2020
220206 H30H 1L61E A

B &

Attributable to equity holders of the parent

BRARERAARE
Exchange
Share Treasury fluctuation  Reserve Non-
Share  premium Other shares  reserve Funds Accumulated controlling Total
capital  (Notei)  reserve  (Notei)  (Noteiii)  (Noteiv) |osses Total interests equity
Ed
RAEE ERRf REBRE BEES
Bx o (W) HeRE (WD (W& (W) 268 B8 FBREE RE4B
RMB'000  RMB'000  RMB'000  RMB'O00  RMB'O00  RMB'O00  RMB'O00  RMB'000  RMB'000  RMB'000
ARBTT ARETT ARETT ARBTR AREBTR ARETR ARETR ARETR ARETR ARETZ
At 1 January 2019 (Audited) R2019F1A18(BEH) 6914 164,413 171,385 - 1751 49,290 (47861) 361,652 - 361,652
Loss for the period BhEa - - - - - - (19067)  (79,067) - (19067)
Other comprehensive loss BREM2EER:
for the period:
Exchange differences on translation of HEEHEHANERZE
financial statements - - - - (2,291) - - (2,291) - (2,291)
Total comprehensive loss BNIEEELE
for the period B - - - (2,291) - (79.067)  (81,358) - (81,358)
At 30 June 2019 (Unaudited) 201964308
(REZER) 6,914 164413 171,385 - 15,220 4929 (126928 28029 - 280,29
At 1 January 2020 (Audited) R2020F1A18(8ER) 6914 153071 171385 (2269) 11550 49290  (192712) 197,229 (262) 196,967
Loss for the period BRER - - - - - - (87363)  (87,363) (53)  (87.416)
Other comprehensive loss BhEn2EER:
for the period:
Exchange differences on translation of REBIKRRNELZE
financial statements - - - - (1,199) - - (1,199) 14 (1,185)
Total comprehensive loss BniEEELE
for the period - - - - (1,199 - (87,363)  (88,562) (39)  (88,601)
Purchase of treasury shares BEBRRN - - - (4,634) - - - (4,634) - (4,634)
At 30 June 2020 (Unaudited) 12020867308
(REZER) 6914 153,07 171,385 (6,903) 10,351 49290 (280,075 104,033 (301) 103,732

12
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
AEERERARSRESE IR (F)

For the Six Months Ended 30 June 2020
220206 H30H 1L61E A

Notes:

(ii)

(iii)

(iv)

Share premium

Under the Company Law (Revised) Chapter 22 of the Cayman Islands, 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.

Treasury shares

As at 30 June 2020, 54,498,000 ordinary shares acquired under the Restricted
Share Award Scheme were deemed to be held in treasury, representing 5.45% of
the shares in issue as at 30 June 2020. The nominal value of shares held in
treasury was approximately RMB6,903,000.

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.

it

(i)

(iii)

(iv)
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
ARERERAGESRESRER

For the Six Months Ended 30 June 2020

220206 H30H 1L61E A
Six months ended 30 June
B Z6HA30HL6MEA
2019
20194
Note RMB'000
B 5 ARBFT
(Unaudited)
(REEEZ)
NET CASH GENERATED FROM RETHRMESRSFR
OPERATING ACTIVITIES 84,055 90,578
CASH FLOW FROM INVESTING REZHMERERE :
ACTIVITIES:
Payment for purchases of items of HBEYWE  BELEEE
property, plant and equipment EN:0EREN (63,792) (36,422)
Proceeds from disposal of items of HEME  BE L&RE
property, plant and equipment and MEREEEEARN
right-of-use assets Fr{8 5818 95,736 =
Repayment to a related company EE—HEEQRFIE (614) (2,296)
Payment for repurchase of shares 88 51 i 1 B9 51 3K (4,634) =
Interest received 2B 675 587
Decrease/(increase) in pledged BB EZT R, ()
deposits 31,474 (2,823)
NET CASH GENERATED FROM/ REZFBHRE(FTA)
(USED IN) INVESTING ACTIVITIES HEFE 58,845 (40,954)
CASH FLOW FROM FINANCING METHRERESRE
ACTIVITIES:
New bank borrowings HIRITER 199,160 104,333
Repayment of bank borrowings EERITEN (343,577) (170,392)
Repayment of interest of BE AR E RS
convertible loan = (37,381)
Repayment of lease liabilities EEHEAaE (28,060) (25,963)
Advance from related companies REBERFHNBRK 32,693 -
Interest paid AT H A (6,194) (5,266)
NET CASH USED IN FINANCING REEBMARETHE
ACTIVITIES (145,978) (134,669)
Net decrease in cash and cash BeMReEEYMR A FEE
equivalents (3,078) (85,045)
Cash and cash equivalents at the HYIREe MIREFEEBY
beginning of period 71,046 123,928
Effect of foreign exchange rate changes 4| [ =& % & 1) 77 £ (2,309) (866)
Analysis of balances of cash and ReRESEEYERDIN
cash equivalents
Cash and bank balances BERBITEE 13 65,659 38,017
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AEEREPRERS M B HRRME

For the six months ended 30 June 2020
220206 H30H 1L61E A

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 2001, 20/F, Citicorp Centre, 18
Whitfield Road, Causeway Bay, 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.

These unaudited condensed consolidated interim financial
statements (the “unaudited interim financial statements”) is
prepared in accordance with Hong Kong Accounting Standard
("HKAS") 34 Interim Financial Reporting issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA")
and the disclosure requirements of Appendix 16 of the Rules
Governing the Listing of Securities (the “Listing Rules”) on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and the Hong Kong Companies Ordinance. These
unaudited 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 2019.

RAAAR—FKMN2013F12 4188
ERERSFMAIHERRBR
N o ANQ A AR R Ak
# Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands o A& &
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BLIERR B18 B EEE P L2018
2001 % »

RAFR2017F1A128 (T £
BB EEABARIMBRRAR
(IR )) ERETEFTRET
([Ewm]) -

ARBR/RASENZERAF > MHE
MEBARIZXBREERHEEYD
T PBRERHEMRAER -

I EREEZEASLE T A KW
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BEEEEFMAG((EBETMA
BEGHNEESTEN(ERR
FTER ) E34 P HAMBRE -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

16

The accounting policies and the basis of preparation adopted in
the preparation of this unaudited interim financial statements
are consistent with those adopted in the Group’s annual
financial statements for the year ended 31 December 2019,
which have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs") (which also include
HKASs and Interpretations) issued by the HKICPA and
accounting principles generally accepted in Hong Kong and the
disclosures requirements of the Hong Kong Companies
Ordinance, except for the adoption of the amendments to
HKFRSs as disclosed in note 3 below.

This unaudited condensed consolidated interim financial
statements is presented in Renminbi (“RMB") and all values are
rounded to the nearest thousand (“RMB’000") except when
otherwise indicated. This unaudited condensed consolidated
interim financial statements has not been audited or reviewed
by the Company’s external auditors, but has been reviewed by
the Company’s Audit Committee.

In preparing the unaudited condensed consolidated interim
financial statements, the Directors have given careful
consideration to the future liquidity of the Group in light of the
Group’s net loss and net current liabilities of approximately
RMB87,416,000 and RMB162,251,000 respectively as at 30
June 2020. The Directors have taken the following factors to
consider the future liquidity which include, but not limited to
the followings:

(i) Operation plans and positive cash flow
operations

The Group will implement operation plans to control
costs and generate adequate cash flows from the Group’s
operations.

MORRIS HOLDINGS LIMITED INTERIM REPORT 2020
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

(ii)

(iii)

(iv)

Necessary facilities

The Group will negotiate with its bankers for the renewal
and additional of bank facilities, and the restructuring of
bank loan combination with an aim to transform the
short-term bank loans to longterm bank loans, in order
to meet the Group’s working capital and financial

requirements in the next 12 months.

Financial support and amount due to
immediate holding company

Morris Capital Limited has agreed to provide the financial
support for not less than 12 months from the six months
ended 30 June 2020.

Put option

Pursuant to the disclosable and connected transaction
circular of the Company dated 3 July 2020, the Company
has exercised the put option to require the seller to
repurchase all the common stock of Jennifer Convertibles
Inc. at the exit price of US$35 million. The exercise of the
put option was approved at the extraordinary general
meeting of the Company held on 21 July 2020 and

completed subsequently.

In the opinion of the directors of the Company, in light of
the various measures or arrangements implemented after
the end of reporting period together with the expected
results of the other measures, the Group will have
sufficient working capital for its current requirements and
it is reasonable to expect the Group to remain a
commercially viable concern. Accordingly, the directors of
the Company are satisfied that it is appropriate to
prepare the consolidated financial statements on a going

concern basis.

(ii)

(iii)

(iv)

FREmE
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

The accounting policies adopted in the preparation of the
unaudited interim financial statements are consistent with
those followed in the preparation of the Group’s annual
consolidated financial statements for the year ended 31
December 2019, except for the adoption of amendments to
HKFRSs effective as of 1 January 2020.

Application of amendments to HKFRSs

In the currentinterim period, the Group has applied the
Amendments to References to the Conceptual Framework
in HKFRS Standards and the following amendments to
HKFRSs issued by the HKICPA, for the first time, which are
mandatory effective for the annual period beginning on
or after 1 January 2020 for the preparation of the Group’s
unaudited condensed consolidated financial statements:

Amendments to HKAS 1 Definition of Material

and HKAS 8
Amendments to HKFRS 3 Definition of a Business
Amendments to HKFRS 9, Interest Rate Benchmark Reform

HKAS 39 and HKFRS 7

These amendments have no material impact on the Group’s
financial statements, nor are expected to have any future

impact to the Group.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

Accounting policy newly applied by the Group

In addition, the Group has applied the following accounting
policies which became relevant to the Group in the current

interim period.

Modification of financial liabilities

A modification of financial liabilities occurs if the contractual
cash flows are renegotiated or otherwise modified.

When the contractual terms of financial liabilities are modified,
the Group assesses whether the revised terms result in a
substantial modification from original terms taking into account
all relevant factors and circumstances including qualitative
factors. If qualitative assessment is not conclusive, the Group
considers the terms are substantially different if the discounted
present value of the cash flows under the new terms, including
any fees paid net of any fees received, and discounted using
the original effective interest rate, is at least 10 per cent
different from the discounted present value of the remaining
cash flows of the original financial liabilities.

SEHEANSTTEHE
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EREBEMNET
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A

Information reported to the Board, being the chief operating RERDERFTABEIHTREAMES
decision maker, for the purposes of resource allocation and S(ANFELERAKE)ZHRHER
assessment of segment performance focuses on types of goods EPEMRNHREHRERIRB D
or services delivered or provided. This is also the basis upon HA o WM AEBREERNSEED
which the Group is organised and managed. A% o

Specifically, the Group's reportable segments under HKFRS 8 BEmMES  A5BREBEEETBH®
Operating Segments are as follows: EEBEBRALE HEEI D A A 2 W

DESEAT
a.  Retail segment a ZEDEB
b.  Manufacturing segment b. HES

RN
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEELERFRES M BRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

SEGMENT INFORMATION (conTinueD)

Segment revenues and results

The following is an analysis of the Group’s revenue and results

by reportable and operating segments:

4. DEHER#E)
DEBAREE

TREINAKERAZHBREED
MBI DR AREEDIT

Elimination of
Retail segment Manufacturing segment inter-segment sales Total
2E9B LEAB AREEENY ait
Six‘months ™ IS0 0SS i months ™ o SSix months ™ I Sixmonths IR
ended ended ended ended ended ended ended ended
30 June 30 June 30 June 30 June 30 June 30 June 30 June 30 June
2019 2020 2019 2020 2019 2020 2019
CEVIILE 220205 CEINECEZ20205 EEIUREMEZ2020F EEILES
64308 64308 6A30A 64308 6A30A 64308 6A30A
L6EA BIEIEEN  t6fHA BN  feffA B  f6fE A
RMB'000 | UGN RMB'000 Ui RMB'O00 I RMB'000
ARET PNEETAN ARETT PG AR ARETT PNaEe ARETT
(Unaudited) [(LEITTEDE (Unaudited) |[(hetic - (Unaudited) ((EDGGEE (Unaudited)
G AN (REE%) WE3E AN (REER) MGEs AN (REE%) NGEd AN (REEk)
Segment revenues AHURA
- External sales -MPHE 86,879 105,575 125,582 394,024 - - 212,461 499,599
~ Internal sales -mEHE - - N6 297 @169  (197) - -
86,879 105,575 147,275 416,001 (21,693) 21977) 212,461 499,599
Segment (loss)/profit A(ER) /& (@1,103) (34013 (19139 (39,642) (20) 39 (100262)  (73616)
Interest income FEBA 675 587
Fair value change on derivative AR EH T TS
component of convertible loan )2 EE - 2,35
Fair value change on contingent LA EH)
consideration receivables DhERY 9,500 4168
Gain on substantial modification  ARFEHER
of convertible loan BaTaE 11,716 -
Unallocated corporate expenses £ AE G £RE (8,408) (8,752)
Unallocated finance costs FORBENS (1689 (495
Loss before taxation BEmER (88,468)  (30,209)
REERAERART 2020 REIHRE 21




NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AEERERR ST BERRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

SEGMENT INFORMATION (conTinuED)
Segment revenues and results (Continued)

Segment loss represents the loss from each segment without
allocation of interests income, fair value change on derivative
component of convertible loan, fair value change on contingent
consideration receivables, gain on substantial modification of
convertible loan, unallocated corporate expenses, and
unallocated finance costs. This is the measure reported to the
Board for the purposes of resource allocation and performance

assessment.
Inter-segment sales are charged at prevailing market rates.

Segment assets and liabilities

Retail segment

2ELH

30 June
2020
20205
6A30AH
RMB'000
ARBT R
(Unaudited)
(REEX)

81 31 December
2020 2019
20205 2019F
(E[N=N 12A31H
RMB'000 RMB'000
ARETT BN
(Unaudited) (Audited)
(REER) EEEE )

Manufacturing segment

LEDW

DEBRAREE (F)
DHMERESIBELENER I
BOREMBWA - TREERITE

ok

PO RARERES  BRIANKE
MAREERES AHRRERERE
FIHME  RDBEEERIRRD
BEREKRA - I ERD IR R
B RE HTTE °

=

Py
e

5 2009 38 8 BT TR -

DHEERER

Consolidated
=26

31 December {01 31 December

2019 2020 2019
20194 20205 20194
12A31H DELEN 127318
RMB'000 | {000 RMB'000
ARETT PNELETN ARETT
(Audited) [ULENTAELE  (Audited)
CEAN (REER) BEEE3)

Segment assets NHEE 187,194 287,448 636,663 822,127 823,857 1,109,575
Unallocated corporate KD B (%

assets EE 247,449 235,389
Consolidated assets BAREE 1,071,306 1,344,964
Segment liabilities SBEE 190,632 272,523 569,915 662,022 760,547 934,545
Unallocated corporate KA R E

liabilities BfE 207,027 213,452
Consolidated liabilities & & f& 967,574 1,147,997
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
REE X RERS BB H|R M T (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

4. SEGMENT INFORMATION (conTinuEeD) 4. DEBER (#)

Segment assets and liabilities (Continued) PTHEERBE(E)

For the purpose of monitoring segment performances and REES>BERRESES BHEEIR

allocating resources between segments: ms :

e all assets are allocated to operating segments other than s FEBEEENEZEKENE I1E
unallocated corporate assets (mainly comprising AOBRCXEE(TEBRER
contingent consideration receivables and other Hﬁli%ﬁfﬁ&ﬁiﬁﬂﬂiﬁﬁﬁ ES
unallocated corporate assets); and BE BRI

e all liabilities are allocated to operating segments other s FEBEBESEZELEE &
than unallocated corporate liabilities (mainly comprising ROECEAGB(FERRERE
amount due to a related company, amount due to a N—HEEATRIE - B —
shareholder, convertible loan and other unallocated ZRERIE - AIBMRERRE
corporate liabilities). ARDEEEEE)BRIN -

Other segment information H it 3 & 8

Retail segment Manufacturing segment Unallocated Total
2EAD LEAD AR At

30 June 30 June 30 June 30June 30 June 30June 30 June 30June
2020 2019 2020 2019 2020 2019 2020 2019
2020F 20198 2020F 20198 2020F 2019E 2020F 2019F
6530 EENN 65307 ECEENE 67307 EELENEE 67300 EEREN
GUGHIIE RMB'000 S UGHS  RMB'000 | GAUGHIDES  RMB'000 | UGS RMB'000
ARETT PNFEwN ARETT PNakio ARET PNsEdm ARETT

(Unaudited) [(LETNEDS (Unaudited) [(LENTETEN (Unaudited) ((EDGAE S (Unaudited)

(REE%) JESEIAN (REEH) Qe (REEH) IesEAN (FEEY) [EsiEia)

Addition of property, plantand ~ FENE - B

equipment ki 247 743 63,545 23819 - - 63,792 2,622
Addition of right-of-use assets ~ FEEREEE 6,09 = - 40,309 - = 6,09 40,309
Depreciation of property, plant 1% + BER

and equipment RENE 1,589 1713 2,670 2,891 - - 4,259 4,604
Depreciation of right-of-use assets (& BiEZ & E 19,978 20,120 2461 2628 - = 2439 0748
Provision against obsoleteand ~ FEREEF S

slow-moving inventories (106) 8) 1,869 1184 - - 1,763 1176

(Reversal of impairment losson & ZE B R EL
tradle and bills receivables ZE(%E)/
HEEE 316) N 1 R - 619 118
Finance costs RERK 5125 - 6,531 2,529 1,689 10,269 13,345 12,798

57

n>}
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERR ST BERRME (F)

For the six months ended 30 June 2020

EHZE2020%F6 H30H 1618 A

4.

24

SEGMENT INFORMATION (conTinueD)

Geographical information

(a

Revenue from external customers

4.

DEER (&)
e E R
(a) ZRBEINERFHEMBA

30 June 30 June
2020 2019
20204 20194
6H30H 6H30H
RMB’000 RMB’000
NGRS AR T T
(Unaudited) (Unaudited)
(REEEZR) (REEZ)

The People’s Republic of China RIE AR AR
(including Hong Kong) (BIEES) 14,955 71,395
The United Kingdom [ 22,777 =
The U.S. ES 174,729 428,204
212,461 499,599

(b) Non-current assets (b) ERMBEE

EQNITEN 31 December
2020 2019
2020 20194
6H30H 12H31H
RMB’000 RMB’'000
AR Tt NS
(Unaudited) (Audited)
(REER) (e 2&%)

The People’s Republic of China FREE AR LA
(including Hong Kong) (BEEE) 32,739 79,444
Cambodia RIHE 35,841 36,387
The U.S. EJE 115,044 183,460
The United Kingdom HEH 256 161
183,880 299,452

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

and contingent consideration receivables.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
REE X RERS BB H|R M T (&)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A
4. SEGMENT INFORMATION (contivueD) 4. DEER (&)
Information about major customers FRIEEFNER
Revenue from major customers which did not consist any HEFEMLRNEEAZKAI10%A L
related parties of the corresponding year contributing over WEERP (Y NBEEMART)
10% of the total revenue of the Group is as follows: AT ¢
Six months ended 30 June
B Z6H30H L6fEA
2020 2019
2020 20194
RMB’000 RMB’000
s | ARBTT
Customer 1 =1 30,560 N/A*NEF*
Customer 2 252 N/A* 35 A * 66,345
Customer 3 ZFE3 N/A* 35 A * 66,261
Customer 4 BF4 21,817 N/A* T@EMA*
& Revenue from the customer is less than 10% of the total revenue of the * BERPFEEARALIRAEEAR AN
Group. 10% °
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A
Revenue represents the net invoiced value of goods sold, after WARFEEERMKBESE « #7140
allowances for returns, trade discounts and value-added tax. RIBERENBEZEE -
An analysis of revenue, other net income and gains is as AEEBA - HAaA KUz 5
follows: BEOMNWT :
Six months ended 30 June
HZ6H30H161EA
2019
20194
RMB'000
AREET T
(Unaudited)
(REEZ)
Revenue PN
Recognised at point of time: R —FF ]2 AR -
Manufacture and sales of sofas, sofa 4 REEDE DEER
cover and other furniture products HthxAEER 212,461 499,599
Other income and gains Hi g A R Wz
Interest income F B U A 675 587
Exchange gain, net b 5 e - 55 5,050 99
Gain on substantial modification of AR B SR E KIERT /Y
convertible loan U 75 11,716 -
Gain on lease modifications BT E 2 W 4,832 =
Fair value gain on derivative AR EROTHEAKE 5 &)
component of convertible loan N Ak - 2,356
Government subsidies AT BG 3,387 3,882
Repair service income HAE RIS WA 1,759 4,617
Rental income el A 2,596 2,821
Sales of raw materials SHE R K 120 570
Fair value change on contingent FEN S A RABRY
consideration receivables N BEE 9,500 4,168
Others HAth 261 1,932
39,896 21,032
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

The Group's loss before tax is arrived at after charging/ REBMBRBATE B &R, (G
(crediting): A) T &I

Six months ended 30 June

B Z6H30H L6MEA
2019
20194
RMB’'000
ARBF T
(Unaudited)
(REEZ)
Cost of inventories sold EEFEKA 194,053 407,111
Depreciation of property, plant and ME - BENMEREITE
equipment 4,259 4,604
Depreciation of right-of-use assets FREEETE 22,439 22,748
Expense relating to short-term lease BHERHAEENAX 7,286 11,117
Gain on substantial modification of AT ERERERT MK
convertible loan (11,716) -
Salaries, wages and benefits in kind e LEREYHNZ 56,417 88,254
Pension scheme contributions RIREFEIBEEK 3,949 4,173
Provision against obsolete and slow- REREBERTEEE
moving inventories 1,763 1,176
Write-down of inventories to net Mo &= #3R5E
realisable value = 1,491
(Reversal of impairment)/impairment B 5 IE Rk EWE
of trade and bills receivables, net CRERE) WE - FE (6,192) 1,184
Reversal of product warranty E i iR{E#E O (966) (1,484)
Interest for convertible loan AR EFF A 1,689 4,880
Interest for lease liabilities HEBEMNE 5,462 5,317
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

28

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

Under the two-tiered profits tax rates regime in Hong Kong,
the first HK$2 million of profits of the qualifying group entity
will be taxed at 8.25%, and profits above HK$2 million will be
taxed at 16.5%. The profits of group entities not qualifying for
the two-tiered profits tax rates regime will continue to be taxed
at a flat rate of 16.5% (2019: 16.5%).

PRC subsidiaries are subject to the PRC Enterprise Income Tax
at 25% during the period (2019: 25%). Pursuant to the
relevant laws and regulations in the PRC, Zhejiang Morris
Fashion Home Co., Ltd. (“Fashion Home") and Zhejiang
Apollo Leather Products Co., Ltd. (“Apollo”), which qualified as
High and New Technology Enterprises (“HNTE"”) on 30
November 2018, were entitled to a reduced enterprise income
tax rate of 15%. During the period ended 30 June 2020,
Fashion Home and Apollo applied the qualification of HNTE
and are entitled to the reduced tax rate of 15% until 30
November 2021.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

The U.S. corporate tax rate is 21% for the period ended 30
June 2020 in accordance to the Tax Cuts and Jobs Act. The U.S.
income tax includes (a) federal income tax calculated at a fixed
rate of 21% for the period ended 30 June 2020 (2019: a fixed
rate of 21%) on the estimated U.S. federal taxable income and
(b) state income tax calculated at various state income tax rates
for both periods on the estimated state taxable income for the
respective states. The income subject to tax in a specific state
(i.e. state taxable income) is calculated based on the federal
taxable income with state tax adjustments, which is then
allocated or apportioned to the respective states (i.e.
percentage of taxable income that should be apportioned or
specially allocated to the respective states in which the Group
operates) based on the apportionment factors provided from
the state tax returns in previous year.

Pursuant to the income tax rules and regulations of United
Kingdom (UK), the subsidiary comprising the Group in UK is
liable to United Kingdom CIT at a tax rate of 19% for the
period ended 30 June 2020.

Pursuant to the relevant laws and regulations in Cambodia, the
tax rate of the Cambodian subsidiary is 20% during the period
ended 30 June 2020.

RIBFE B SER - 8E20205F
6H30R ILEAIAMERTERE A
21% ° EBIFEMEE @ EE
3 B Bge B E AR B UK A dR B 2 2020
FoA0HEFHEAMETERE21%
(20194 : EEME21% )5t H 1y
FBAT15 B 12 (b) 7 7 18 HA 8 i 3t & N
B (AR INFERTRLURA - RN FR
BREAFENMAER - HREMNHG
Y FE ER B U A (BI N FE R TR UL A ) 1%
KEEE MM IERAE (KR 5z
b1 53 0 22 &) ) Bk D P AR B A
(BRI Bl D RS FR DB ERE E
KEFMERBAMND B ERBM AT
Stb) - WEBEEMFEAIMNBBRE
HOPEEREMEAESD -

BIREBE TSR RRG - HK
AEEHEBEHEARREZ2020
F6HA30H IEHRAEKR19% KT =
BINRBE RS -

BRIERBERBLIENAR  #H=E
20206 A30B I HAfE - SRIBEM
BRARIMIEE H20% °
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERR ST BERRME (F)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A
7. INCOME TAX (CONTINUED) 7. FEB#)
Taxes on profit assessable in elsewhere have been calculated at Hivth[m 2 R B a2 A TR
the rate of tax prevailing in the jurisdictions in which the Group BAEEREEBGREREZERER
operates. ZBITREHE -
Six months ended 30 June
HZ6H30R1-6{EA
2020 2019
2020F 20194
RMB’000 RMB’000
N R ARKTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Current — Hong Kong BVER— &% = 1,139
Current—U.S. BUEA — £ - 65
Current — Other B ER — HoAth 65 =
Deferred tax IRIEF T (1,117) (2,346)
Tax credit for the period HATIEE R (1,052) (1,142)
8. LOSS PER SHARE ATTRIBUTABLE TO 8. ARTAEBEERIFEAEML
ORDINARY EQUITY HOLDERS OF THE BREE
COMPANY
The calculation of basic loss per share amount for the period B E202056 A308 1L HR -
ended 30 June 2020 was based on the loss for the period BERABESBEDIREAQAE
attributable to ordinary equity holders of the Company of BEASFAABRGHABEAR
RMB87,363,000 (2019: RMB79,067,000), and the weighted ¥ 87,363,000 L (2019 4F : AR
average number of ordinary shares of 975,440,956 (2019: #79,067,000T) R EAAE #1TE
1,000,000,000) in issue during the period. i AR /9 0 #E S 15 $975,440,956 %

(20194 :1,000,000,000/%):TE -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

Diluted loss per share amounts for the six months ended 30
June 2020 are calculated by adjusting the weighted average
number of ordinary shares outstanding to assume conversion
of all dilutive potential ordinary shares. The Convertible Loan is
assumed to have been converted into ordinary shares, and the
loss for the six months ended 30 June 2020 is adjusted to
exclude the interest expense on the Convertible Loan and gain
on substantial modification of convertible loan less tax effect, if
any (2019: No adjustment has been made to the basic loss per
share amounts as the Group had anti-dilutive ordinary shares in

issue).

The calculation of basic and diluted loss per share is based on

the following:

HZE2020F6A30H L6 A - %
HEBBEeBEIEREMEARE
BHLTBAREEBONBERT &8
%Jﬂ%ée%’*ﬁ&?l\%mﬁawu%%ﬂ
HEE  BRAUBREREERA
‘EiLHQ C MEE2020%F6 A30H 1t
6EAMEIEEEL AR - AR
BBRERNFERAZT RATRERERK
BEAREEINRERBREZE(HE)
(2019%F : AR AKEEBITRE
HELER MU EHERERNEIE
SREELHFE) -

EREANEEERIRBEATS

B E

Six months ended 30 June

HZE6H30R 1-6{EA
2019
20194
RMB’'000
ARBT T
(Unaudited)
(REEEZ)
Loss for the purpose calculating basic loss ~ ghat E SR EAREEBNEE
per share (loss for the period attributable (A RQF#HA AFEGEA
to the owners of the Company) B8) (87,363) (79,067)
Interest on the convertible loan AR E R B 1,689 -
Gain on substantial modification AR EREANETH
of convertible loan & (11,716) -
Loss attributable to the owners of the AR EEREEEEY
Company, used in the diluted loss RRAREE AELEE
per share calculation (97,390) (79,067)
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERR ST BERRME (F)

For the six months ended 30 June 2020

EHZE2020%F6 H30H 1618 A
8. LOSS PER SHARE ATTRIBUTABLE TO 8. ANPEEBERIFBEAREN
ORDINARY EQUITY HOLDERS OF THE BREE®E)

COMPANY (conTiINUED)

Six months ended 30 June
B Z6H30H1L6/EA
2020 2019

20205 20194
(Unaudited) (Unaudited)

(REER) CREEZ)

Weighted average number of ordinary B TSR InET g

shares in issue, used in the basic FAGTE G REREF

earnings per share calculation 975,440,956 1,000,000,000
Effect of dilutive — weighted average BErE - TERk

number of ordinary shares: eSS

Convertible loan ATRIRE K 49,985,192 =

Weighted average number of ordinary RAUGTESREERTN
shares for the purpose of calculating T RAR INRE T
diluted earnings per share 1,025,426,148 1,000,000,000
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

The Board has proposed not to declare interim dividend for the
six months ended 30 June 2020 (six months ended 30 June
2019: Nil).

During the Reporting Period, the Group acquired items of plant
and machinery with a cost of approximately RMB63.8 million
(six months ended 30 June 2019: approximately RMB24.6
million) and disposed items of construction in progress with a
net carrying amount of approximately RMB69.2 million (six
months ended 30 June 2019: Nil).

During the six months period ended 30 June 2020, the Group
has entered into two lease agreements for the use of retail
shop for two years (six months ended 30 June 2019: the Group
entered into five new lease agreement for the use of office
premises and manufacturing plants for two to five years). The
Group is required to make fixed monthly payment during the
contract period. On lease commencement, the Group
recognised approximately RMB6.1 million of right-of-use assets
and approximately RMB6.1 million of lease liabilities (six months
ended 30 June 2019: approximately RMB12.9 million of right-
of-use assets and approximately RMB12.9 million of lease
liabilities). In addition, the Group disposed of a leasehold land
located in the PRC during the period ended 30 June 2020, and
the Group recognised a disposal of right-of-use asset of
approximately RMB26.6 million (six months ended 30 June
2019: Nil).

During the six months period ended 30 June 2020, the Group
modified certain lease agreements and recognised gain on
lease modifications of approximately RMB4.8 million with a net
carrying amount of approximately RMB53.9 million of right-of-
use assets and approximately RMB58.7 million of lease liabilities
(six months ended 30 June 2019: Nil).

EESTEZRINEE2020%6 730
Alt6fE A SR+ ERE (B =2019
F6H30HIE6MAA : &) o

RMEHE  AEBEWRERE ik
RIER  KAHNARKEEISEE T
(B E=2019F6A30H1L61EA : 4
AR®246B887T) REEREFEE
MAR®K69.28 &L (B E2019F
6HA30RIE6MEA - |M)MERETIE
BH -

#HZE2020%F6 308 1-61E A HM
AEEERFERASTEELMMG A
EBTE - BREMF(EZE2019F6A
30B1E6fEAR : REBERMERAB A
BHRREERE L AMNHEE R
#RB_ERF)  AEEHZAR
ERHANFAINEERE - RHE
ERBR  AEEBROARKG.1
BETHFEREEERNAREKG.1
BETHHEBE(EZE2019%6 A
30BIE6EAR - FABEENAR
B1I29R8 tRHEEBBRNARE
1298 &) ° i AEEREBE
2020F 6 A30H LA H & — @ AL
RPBENHEET  RERLESE
AEEENARE26 658 L(HE
20196 A30H IL61AA « £) o

#HZE2020%F6 308 -6 A HM
AEEBTETEREEFENABAR
Mo3OBEETMEREEERLNA
R¥cos7BBTMHEAGNEE
W UHEREITHEZREZHOA
R#¥488 & T (B £2019%6 A30
HiE6@A : &) -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERR ST BERRME (F)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A
11. TRADE AND BILLS RECEIVABLES 1. EZRERAREREREE
Sl 31 December
2020 2019
20205 20194
6H30H 12A31H
RMB’000 RMB’000
AR%T T ARBFIT
(Unaudited) (Audited)
(REEX) (fER)
Trade receivables from third parties REFE=FNE SRR 104,519 234,847
Less: Impairment of trade receivables B B S REYGRIERE (11,637) (17,829)
Trade receivables, net B S EWRIE e 92,882 217,018
Bills receivable arising BN ERE -k H
from intra-group sales EENHEE 632 =
93,514 217,018
The Group’s trading terms with its customers are mainly on AEEEEEFNESRANGEE
credit. The credit period is generally one to two months, BRE - FEH-—MRAEA—ZmMHEA -
extending up to three to six months for major customers. The FEEFPNEENERERSZ =%
Group seeks to maintain strict control over its outstanding ANER c AEB-—EHEBREBEHER
receivables and overdue balances are reviewed regularly by WEEKRE aREEAETH
senior management. The Group does not hold any collateral WEBHES AEBUEFESE
over its trade and bills receivable balances. Trade and bills ZRBKIAR B RBEERTRE
receivables are non-interest-bearing. AEAD - B EWHKIERERE
BARTEE -
An ageing analysis of trade and bills receivables as at the end RmERBR - REE A MK
of the Reporting Period, based on the invoice date and net of BEE2INESRE KRB RERSE
provision, is as follows: BRRESTAT
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEELERFRES M BRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

11. TRADE AND BILLS RECEIVABLES (conminuep) 1. BEZRURFIEREBEREE &)

clge 31 December

2020 2019

20205 20194F

6830H 12H31H

RMB’000 RMB’000

AR¥T AREFIT

(Unaudited) (Audited)

(REE&EZ) (#881%)

Within 3 months 3MEAR 55,310 205,807

4 to 6 months 4%618 A 29,087 2,925

7 to 12 months 721218 A 9,117 8,286

93,514 217,018

12. PREPAYMENTS, DEPOSITS AND OTHER 12. FERIE - e R EMER

RECEIVABLES I8

clge . 31 December

2020 2019

2020F 20194

6H30H 12H31H

RMB’000 RMB’000

ARHET T BN S

(Unaudited) (Audited)

(REER) (=)

Advance to suppliers TERML IR IR 148,283 139,598
Other prepayments HAb B FIA 244 7,407
Deposits and other receivables e RE M EWGRIE 46,942 65,212
195,469 212,217
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERR ST BERRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

13. CASH AND CASH EQUIVALENTS AND

36

PLEDGED DEPOSITS

3. A RBSEEYRCEA

EZ

cltge 31 December

2020 2019

20204 20194

6H30H 12H31H

RMB’000 RMB’000

AR T AREFIT

(Unaudited) (Audited)

(REER) (EZ)

Cash and bank balances N4 NIRIT4ERS 166,477 203,323
Less: Pledged deposits for bills payable W RN RENEERER (99,746) (131,221)
Less: Pledged deposits for letter of credit & : {2 HEM B IKIFFHK (1,072) (1,056)
Total pledged deposits [mEZBEEE L (100,818) (132,277)
Cash and cash equivalents ReRIRESEEY 65,659 71,046

As at the end of the Reporting Period, the cash and bank
balances denominated in RMB amounted to RMB111,325,000
(2019: RMB183,917,000). 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.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AEELERFRES M BRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

14. TRADE AND BILLS PAYABLES

4. ESRAFEREBNREE

sl 0= 31 December
2020 2019
20204 2019%F
6H30H 12H31H
RMB’'000 RMB’000
ARET T ARBTT
(Unaudited) (Audited)
(RBER) (&%)
Trade payables to third parties TENE=TTHE S IE 153,028 158,737
Bills payable AN E S
— arising from intra-group purchases —REEENIARBER
RS 69,853 90,865
— arising from third party purchases —REE=FHEEHN
RS 148,989 139,732
371,870 389,334

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:

RBEEHMER  RERAHEIM
BIRMNFEARENRENRED

W -

clge 31 December

2020 2019

20204 20194

68308 12A31H

RMB’000 RMB’'000

AR¥T T ARETT

(Unaudited) (Audited)

(REEER) (Fe5=1z)

Within 1 month 1ME AR 59,131 108,207
2 to 3 months 2Z3fE A 158,435 72,450
4 to 6 months 4%2618 A 109,914 130,034
Over 6 months HBiE61E A 44,390 78,643
371,870 389,334
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AEERERR ST BERRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

14. TRADE AND BILLS PAYABLES (conmivuep)

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.

15. OTHER PAYABLES AND ACCRUALS

4. ESRAFERENEE &)

B9 REMNREREMNZE AT
B -EBFENREBENR3I0Z180
BR&EE  MEMNZHEERIOE

180HAAHE -

15. HEAFRIBEKETEH

cl0= 31 December

2020 2019

20204 20194

6830H 12A31H

RMB’000 RMB’000

AR¥T T ARETIT

(Unaudited) (Audited)

(REER) (#|Z)

Other payables EfhERIE 50,515 42,936
Accruals FEFTE A 14,870 20,304
65,385 63,240

Contract liabilities EHaE 33,818 24,844

Other payables and accruals are non-interest-bearing and are
normally repayable on demand.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEELERFRES M BRRME (F)

For the six months ended 30 June 2020

EHZE2020%F6 H30H 1618 A
16. INTEREST-BEARING BANK BORROWINGS 16. it BRI1THER
30 June 2020 31 December 2019
20206 H30A 2019128318
Effective Effective
interest interest
rate  Maturity ~ RMB'000 rate Maturity RMB'000
ERF= 28 ARETT Rk I8 ARETRT
(Unaudited) (Unaudited) (Unaudited) (Audited) (Audited) (Audited)
(REER)  (REER)  (REER) RS ANENEE AN <)
Current - secured I-CER
Bank loans RAITER 45%-6.5% On demand 23849 42%-65%  Ondemand 54,668
Bank loans BITER 46%-57%  2020-2023 53,000 5.1%-5.7% 2020 115,000
2020-2023% 2020
Factoring loans with recourse B RERRIEE - - - 3.2% 2020 51,147
2020
76,849 220,815

c100= 31 December

2020 2019
2020F 2019%F
6H30H 12A31H
RMB’000 RMB’'000
ARET T ARBTTT
(Unaudited) (Audited)
(REBER) (Fez1z)
Analysed as follow: AT :
Bank borrowings repayable within R—FRIREKEED
one year or on demand RITIER 66,849 220,815
Bank borrowings repayable after R—FREED
one year HRITIER 10,000 -

76,849 220,815

SRERER AR 2020 REIERE 39



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

40

Notes:

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

(ii)

(i)

(iv)

(vi)

MORRIS HOLDINGS LIMITED

pledges of certain parcels of land and buildings which were provided by
Morris PRC as at 30 June 2020 and 31 December 2019;

personal guarantees provided by the Controlling Shareholders as at 30
June 2020 and 31 December 2019;

corporate guarantees provided by Morris PRC as at 30 June 2020 and 31
December 2019;

corporate guarantees provided by Morris Real Estate, a company
controlled by the Controlling Shareholders as at 30 June 2020 and 31
December 2019;

corporate guarantees provided by independent third parties as at 30 June
2020 and 31 December 2019; and

pledges of certain properties which were provided by Morris Real Estate, a

company controlled by the Controlling Shareholders as at 30 June 2020
and 31 December 2019.

INTERIM REPORT 2020
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AEELERFRES M BRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

17. CONVERTIBLE LOAN

17. AR E K

As at As at
QNN 31 December
2020 2019
120205 20194
6H30H 12A31H
RMB’000 RMB’'000
AR®T T ARETT
(Unaudited) (Audited)
(REEER) (e 2=%)
Liability component of the BMBREREBENLS
Convertible loan 100,352 109,588
As at As at
Sl 31 December
2020 2019
120204 20194
6H30H 12H31H
RMB’000 RMB’'000
AR®T T ARKETTT
(Unaudited) (Audited)
(REER) (2= %)
Analysed as reporting purpose as: MBEENDNA -
Liability component of the AMBRERNaESY
Convertible Loan
Current liabilities mEBaE 51,166 99,986
Non-current liabilities EnRBEE 49,186 9,602
100,352 109,588
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

42

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”).

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 redemption
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 the date of the
disbursement and ending on the day immediately before the
date of repayment or prepayment. Any amount of the
Convertible Loan which is redeemed by the Company will
forthwith be cancelled.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

On 29 May 2020, the Company was granted a temporary
waiver by IFC to postpone the instalments from 28 January
2020 to 28 April 2020. At the same time, the repayment
schedule was renewed with an extended payment period. As
the modification of the convertible loan is substantial, the
convertible loan was derecognised and the Company recorded
gain on substantial modification of the convertible loan of
approximately RMB11,716,000. A new Convertible Loan was
recognised with a new effective interest rate, where fair value

M2020F 58298 © KRR aEEHR
BRe@mArREBRRERE 855
B B 202041 A28 B R
Z 20204 A 281 - &Itk @/
BRERERTESUNET  EERMR
HR - AR AT RREFNETTBE
RN IMBRERERIEER  AQ
AR B A RBRERERNBITHKRE
HAaANREE11,716,0000T ° ELTAE

TRMIANAAEBERTNRBAT
AEBRERUATERAN RER -

of derivative financial instruments were nil.

RBEME  AEEERLERS
B4R & B 75 IR0 3R 7 FE SR B AT 4R R

The Convertible Loan recognised in the unaudited condensed

consolidated statement of financial position of the Group and

the movements during the Reporting Period are as follows: ERREZHHOT :
RMB’'000
AR®F T
At 1 January 2020 (Audited) 720201 A1 H (&E|Z) 109,588

Gain on substantial modification of AR E SR E KSR/ R

the Convertible Loan (11,716)
Imputed interest of the Convertible Loan AHRBRERNEER S 1,689
Exchange difference ME W Z R 791
At 30 June 2020 (Unaudited) 7202046 A30H (REFZ) 100,352
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERR ST BERRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

18. SHARE CAPITAL

18. A

30 June 2020 31 December 2019
202056 H30H 201912 A31H
RMB’000 RMB'000
US$'000  equivalent US$'000 equivalent
ARET T ARETT
TEx e = %E
(Unaudited) (Unaudited) (Audited) (Audited)
(REEZ) (CRERER) (&%) (&%)
Authorised: ETE
10,000,000,000 ordinary 10,000,000,000/%
shares of US$0.001 each SR EE0.0013E T
GOSN 10,000 10,000
Issued and fully paid: BETRERE
1,000,000,000 ordinary 1,000,000,000%
shares of US$0.001 each SREE0.0013E T
GOSN 1,000 6,914 1,000 6,914

The movements in the Company'’s issued share capital during RATRARHE M B 31T AN & &)

mF :

the period are as follow:

Number of

ordinary
shares in issue Issued capital

21T
ZREREAE ERITEL
RMB’000
AR®F T
(Unaudited)
(REEEZ)

As at 31 December 2019 and M2019F12A318 K

30 June 2020 20206 A30H 1,000,000,000 6,914
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
REE X RERS BB H|R M T (&)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A
19. CONTINGENT LIABILITIES 19. HAREE
The Group did not have any significant contingent liabilities as AEBRARERRITEFMER
at the end of the Reporting Period. HABME -
20. RELATED PARTY TRANSACTIONS 20. BERRS
(@) In addition to the transactions detailed elsewhere in the (a) BREMBWMREAME D FMAIIR
financial statements, the Group had the following S0 REBER RS B RS
significant transactions with related parties during the HBRHETATEARS -

Reporting Period:

Six months ended 30 June
BIZ6H30H 1L6MEA

2020 2019
2020F 20194
RMB’000 RMB’000
AR%T T ARETTT
(Unaudited) (Unaudited)
(REER) (REEEZ)

Morris PRC REAMH

Short-term lease expenses (note 1) REARER S (FTEET) 6,609 5,076

The above related parties were companies controlled by RmEHME - LBEERARBE

Controlling Shareholders during the Reporting Period. IREZESNAR - ZEXH IR

The transactions were conducted on terms and conditions BB HEERENGERRE

mutually agreed between the relevant parties. AT o

Note: B 5

1. These related party transactions also constitute non-exempt 1. ZE@MEAR G IMEK ETARRE M
continuing connected transactions as defined in Chapter 14A of AEFTENTERREHEBERS -

the Listing Rules.

0%
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

(b) Compensation of key management
personnel of the group

(b) AEBMEEEEASHHMH

Six months ended 30 June

HZE6H30R LL6{AA

2019
20194F
RMB’'000
ARETFTT
(Unaudited)
(RETEZ)
Fees ik 863 1,922
Salaries, allowances and benefits in kind & - 2B R EWEH 1,622 983
Pension scheme contributions RIRETEI AR 151 139
Total compensation paid to key YNTEEEERAEN
management personnel E2qi Fak 2,636 3,044
The carrying amounts and fair values of the Group’s financial rEEeRmIANEABERARE
instruments reasonably approximate to fair values. HEAREAREMRSE -

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.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020
220206 H30H 1L61E A

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 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.

During the period, there was no transfer of fair value
measurement between Level 1 and Level 2 and no transfer into
or out of Level 3 for both financial assets and financial liabilities
(2019: Nil).

The following table provides an analysis of financial instruments
that are measured subsequent to initial recognition at fair
value, grouped into Level 1 to 3 based on the degree to which
the fair value is observable.

- Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

- Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).

- Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data

(unobservable inputs).
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERR ST BERRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

21. FAIR VALUE AND FAIR VALUE HIERARCHY OF 21. B TANARERARE

FINANCIAL INSTRUMENTS (conminueD) &)
Financial asset and liability measured at fair RARENENEREERERS
value

As at 30 June 2020
720206 H30H

Level 1 Level 2 Level 3 Total

AL F28 £33 st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARETR AR®TRT ARET:R

Asset BE
Contingent consideration JEW S A RE
receivables - - 247,388 247,388
Liability afE
Derivative financial THEERTA
instruments - - - -
As at 31 December 2019
2019512 431H
Level 1 Level 2 Level 3 Total
F1H E2AR E3% st
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AR®TT ARETT ARETT
Asset BE
Contingent consideration B ARE
receivables - - 234,425 234,425
Liability =N
Derivative financial PTESMIA
instruments - - - -
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEELERFRES M BRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

21. FAIR VALUE AND FAIR VALUE HIERARCHY OF 21. B TANARERARE

FINANCIAL INSTRUMENTS (conminueD) &)

Financial asset and liability measured at fair RAREBEFENESRMEERER
value (Continued) (#&)

Fair value of financial liabilities that are not measured at fair WIEERAABFE(EAELARE
value (but fair value disclosure are required): FEINEHEEAAE

As at 30 June 2020
720206 H30H

Level 1 Level 2 Level 3 Total

AL F28 £33 st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARETR AR®TRT ARET:R

Convertible loan AR E - - 100,824 100,824

As at 31 December 2019
2019512 431H
Level 1 Level 2 Level 3 Total
18 82k £38% st
RMB’000 RMB'000 RMB’'000 RMB’000
AR®TT ARETT ARBTT ARETR
Convertible loan IS E = = 96,696 96,696
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020
220206 H30H 1L61E A

Information about Level 3 fair value
measurements

The fair value of the contingent consideration relating to the
acquisition of Jennifer Convertibles Inc. is determined based on
the expected payment, discounted to present value using a risk
— adjusted discount rate of 2.52%.

The fair value of contingent consideration is determined by an
independent external valuer based on the latest financial
forecast of the acquired subsidiaries and other relevant
information.

The movement during the period in the balance of Level 3 fair

value measurement is as follows:

BHEEIRAREFENESR

A 9 U % Jennifer Convertibles Inc.
B ARERRETERRRFAE
BRI E252% RN RBERER
BET °

KRR ERRETIHBULINBEE
Bl AR 2% P U B8 BT 1B & B) O S 3 B 7%
BRI REMAEERET

HMRNEIRA R B ELEBRNE B
T

As at 1 January 2020 (Audited) 7202051 A 18 (EEX) 234,425
Fair value change NREEE 9,500
Exchange realignment PE 3,463
As at 30 June 2020 (Unaudited) 20206 A30R (REERK) 247,388

The fair value change on contingent consideration is included
in “Other income and gains” in the consolidated statement of
profit or loss and other comprehensive income for asset held at
the end of reporting period.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEERERARS M BHRERME (&)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A
Information about Level 3 fair value EFBEIRIAEFENER(#F)
measurements (Continued)
As at 30 June 2020 and 31 December 2019, the fair value of 720206 A30H &X2019412 A31
derivative financial instruments of Nil. The fair value of A TE2@ITAARERT - A
derivative and liability component of convertible loan was BREFTERBRES >N ARE
valued by an independent valuer. It was calculated by BBV GEMGE  DHBERETS
discounting the future cash-flow at market rate and including F 2= K5t AEB o S A BR R g A B
some unobservable inputs. See note 17 for the detailed A ARRBEEREFTNE - B@ENTE
information of derivative financial instruments and convertible EMIARITBREROFE &
loan. 28 M E17 -
Below is a summary of the valuation technique used and the AT Bt T iR & S E M A E
key inputs to the valuation of convertible bonds: B K E 2 A EUK -
Significant As at
Valuation unobservable 31 December
technique inputs 2019
EXTUHEE F20194F
fEERF LoDN ¢ 12A31H
Derivative financial Instruments and Discounted  Risk-free rate 0.27% 1.77%
Convertible loan cash flow method
MESBMTARABRRKRER BHIRBRE&REE ERBRAE
Volatility 96.07 % 48.36%
8
Discount rate 7.66% 13.33%
LS
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
AEEREHARS M BHRRME (F)

For the six months ended 30 June 2020

B F20209F6 H30H 1L61E A

During the period, the Group recognised non-cash reallocation HN REERRFERSEREE

of current accounts in the amount of RMB31,257,000, Wit 28 A ARK31,257,000

involving increases of same amounts in both the amounts due TC O W RIER B E R R FIA R E IR

to related companies and the amounts due from related BB N BIFEEREIE N o

companies.

Subsequent to the period end, in July 2020, the Group REREBER%E - R2020F 78 -

completed its disposal of the entire issued share capital of AEEEBRTFERLOBRERER

Jennifer Convertibles Inc. to Morris PRC (a connected person of Jennifer Convertibles Inc. T B B %

the Company) through the exercise of the put option. For more TRAREFRAFTE(EARR—%

details, please refer to the Company’s circular dated 3 July MEAT) BHEEZFE 20

2020 and completion announcement dated 14 August 2020. AARHEA2020F7 A3B KB K
K A H %2020 8 A14H B B H
/N
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DN

BUSINESS REVIEW

During the Reporting Period, the outbreak of Coronavirus Disease
2019 ("COVID-19") has severely disrupted the global economic
activities and led to widespread slowdown in economy. The
unprecedented situation coupled with China US trade tensions led to
disruption to global supply chains and weakened consumer
sentiment, resulting in adverse effects to the performance of the
Group for the first half of 2020. The revenue of the Group amounted
to approximately RMB212.5 million for the six months ended 30 June
2020, representing a decrease of approximately 57.5% as compared
to approximately RMB499.6 million for the six months ended 30 June
2019.

Business development in North America

As our revenue was mainly derived from the U.S., the Sino-US trade
friction and the epidemic had material impacts on the Group, leading
to a significant decrease in our results in North America as compared
to the same period of last year. Due to the partial sharing of tariffs,
the profit margin of our exported products was also affected. Amidst
the difficult business environment caused by the Sino-US trade war,
the management of the Group sought to tackle these challenges by

consolidating relationship with selected enterprise customers.

Retail business development in China and Hong Kong

As of August 2020, the Group had a total of 1 flagship showroom, 2
self-operated retail stores, 6 franchise stores and 3 online stores
across different provinces in Mainland China.

In Hong Kong, the Group had a total of 4 self-operated retail stores
in Wan Chai, Sha Tin, Tsuen Wan and Causeway Bay, respectively
and 4 points of consignment sales in Kowloon Bay, Yuen Long, Wan
Chai and Tsuen Wan. The Group also introduced auxiliary decoration
services to establish one-stop services including decoration and
furniture setting, instilling its stylish home design concept into Hong
Kong market.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DA

Other overseas markets

During the Reporting Period, the Group established a showroom in
Tokyo, Japan, as the first step to develop the Japanese market. For
United Kingdom market, the Group started the supply chain
warehouse program with a large chain store. The Group intends to
provide more diversified and competitive products to increase the

market share in these markets.

FINANCIAL REVIEW

For the six months ended 30 June 2020, the principal business
activities of Group comprise the manufacturing and sales of sofas,
sofa covers and other furniture products.

During the Reporting Period, the revenue of the Group amounted to
RMB212.5 million (2019: RMB499.6 million), representing a decrease
of approximately 57.5% as compared with last period, which was
mainly attributed to the decrease in revenue generated from sale of
sofas, sofa covers and other furniture products resulted from the
disruption of business activities and supply chain caused by COVID-19
and the shop closures of the Group in the United States.

The Group’s gross profit for the Reporting Period was RMB16.6
million (2019: RMB71.1 million), representing a decrease of
approximately 76.7% as compared with the same period of last year,
with gross profit margin decreased from approximately 14.2% to
approximately 7.8%. The decrease in gross profit margin was
primarily due to tariffs imposed by the US on furniture imported from
Mainland China and the decreased orders of furniture products due
to the outbreak of COVID-19.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEN W RN (&)

The net loss of the Group amounted to RMB87.4 million (2019:
RMB79.1 million) during the Reporting Period. The increase in net
loss was mainly attributable to a decrease in sales volume caused by
the Sino-US trade war and the outbreak of COVID-19.

The Company'’s basic loss per ordinary share was RMB8.96 cents for
the six months ended 30 June 2020 (basic loss per share for the six
months ended 30 June 2019: RMB7.91 cents) based on the loss for
the period attributable to ordinary equity holders of the Company of
approximately RMB87.4 million (profit for the six months ended 30
June 2019: approximately RMB79.1 million), and the weighted
average number of ordinary shares of 1,025,426,148 for the six
months ended 30 June 2020 (30 June 2019: 1,000,000,000).

Cost of sales

The cost of sales of the Group decreased by approximately 54.3%
from approximately RMB428.5 million for the six months ended 30
June 2019 to approximately RMB195.8 million for the six months
ended 30 June 2020, which was primarily due to the decrease in

sales.

Other income and gains

The other income and gains of the Group increased from
approximately RMB21.0 million for the six months ended 30 June
2019 to approximately RMB39.9 million for the six months ended 30
June 2020. Such increase was mainly due to the increase in fair value
change on contingent consideration receivables, gain on substantial
modification of the convertible loan, gain on leases termination and

net exchange gains.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENwWE DN (&)

Selling and distribution expenses

The selling and distribution expenses of the Group decreased by
approximately 45.3% from approximately RMB94.8 million for the
six months ended 30 June 2019 to approximately RMB51.9 million
for the six months ended 30 June 2020. Such decrease was primarily

due to the decrease in marketing cost.

Administrative expenses

The administrative expenses of the Group increased by approximately
24.9% from approximately RMB63.5 million for the six months
ended 30 June 2019 to approximately RMB84.5 million for the six
months ended 30 June 2020. Such increase was primarily due to
increase in professional and consultancy fee incurred during the

period.

Finance costs

The finance costs of the Group slightly increased by approximately
3.9% from approximately RMB12.8 million for the six months ended
30 June 2019 to approximately RMB13.3 million for the six months
ended 30 June 2020. The increase in finance costs was mainly due to

the increase in interest for lease liabilities.

Income tax credit

The income tax credit decreased by approximately 7.9% from
approximately RMB1,142,000 for the six months ended 30 June
2019 to income tax credit approximately RMB1,052,000 for the six
months ended 30 June 2020 as the major subsidiaries in PRC
suffered loss during the Reporting Period due to the decrease in sales
volume and the impact from the Sino-US trade war. Currently, our
principal subsidiaries in Mainland China are subject to an enterprise
income tax rate of 15%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEN W RN (&)

LIQUIDITY AND CAPITAL RESOURCES
Working capital

For the six months ended 30 June 2020, cash and cash equivalents of
the Group decreased by approximately RMB5.4 million, which was
comprised of the net cash flows generated from operating activities
of approximately RMB84.1 million, net cash flows generated from
investing activities of approximately RMB58.8 million, and net cash
flows used in financing activities of approximately RMB146.0 million,
while approximately RMB2.3 million was the net exchange loss of

foreign exchange rate changes.

Borrowing and pledge of assets

As at 30 June 2020, the Group's interest-bearing bank borrowings
amounted to approximately RMB76.8 million (31 December 2019:
approximately RMB220.8 million). The bank loans’ interest rates
ranged from 4.4% to 6.5% (31 December 2019: 3.2% to 6.5%) per

annum.

As at 30 June 2020, approximately RMB100.8 million (31 December
2019: approximately RMB132.3 million) restricted bank balances
were pledged for bank borrowings and bills payables. Decrease in
restricted bank balance was mainly due to the decrease in bills
payables during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEENwWE DN (&)

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,
decreased from approximately 112.0% as at 31 December 2019 to
approximately 74.0% as at 30 June 2020, which was primarily due
to the decrease in interest-bearing bank borrowings as at 30 June
2020.

Contingent liabilities

The Group did not have any significant contingent liabilities as at 30
June 2020.

Trade and bills receivables

The trade and bills receivables of the Group decreased to
approximately RMB93.5 million as at 30 June 2020 (31 December
2019: approximately RMB217.0 million), primarily due to the
decrease in sales to our customers in the second quarter in 2020 as

compared to the fourth quarter in 2019.

Trade and bills payables

The trade and bills payables of the Group decreased to approximately
RMB371.9 million as at 30 June 2020 (31 December 2019:
approximately RMB389.3 million), primarily due to the decrease in
purchase from the Group's suppliers in the second quarter in 2020 as
compared to the fourth quarter in 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEN W RN (&)

Foreign exchange exposure

Revenue from major customers is mainly from the U.S. while the
production facilities of the Group are mainly located in the PRC.
Accordingly, most of the sales are denominated in U.S. dollar while
the costs arising from the Group’s operations are generally settled in
RMB. As a result, fluctuations in the value of U.S. dollar against RMB
could adversely affect the financial results of the Group. During the
six months ended 30 June 2020, 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 the six months ended 30
June 2020 and there was no hedging instruments outstanding as at
30 June 2020. 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 consider implementing
hedging arrangement to mitigate foreign exchange risk if and when

necessary or appropriate.

SIGNIFICANT INVESTMENTS AND MATERIAL
ACQUISITIONS AND DISPOSAL OF SUBSIDIARIES

On 19 June 2020, the Group entered into the disposal agreement to
dispose of certain land and construction in progress (the “Disposal
Assets”) to Zhejiang Haining Warp Knitting Industrial Zone
Development Co., Ltd., an independent third party, for the
consideration of RMB95.7 million, constituting a major transaction
for the Company. The disposal was approved by the written
shareholder’s approval of Morris Capital Limited (75% shareholder of
the Company) in lieu of the holding of a general meeting pursuant to
Rule 14.44 of the Listing Rules, and was completed on signing.
Further details of the disposal were set out in the Company’s
announcement dated 19 June 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEN W RN (E)

Save as disclosed above, the Group had no other significant
investments, nor had it made any material acquisition or disposal of
the Group's subsidiaries or associated companies during the
Reporting Period. Although the JCI Disposal and the JCI Receivables
Disposal were triggered by way of the Put Option during the
Reporting Period, completion of the disposals took place after the

period end.

SUBSEQUENT EVENTS

On 31 March 2020, the Company exercised the put option (the “Put
Option”) to require Morris Group Co., Ltd. (GE#EEEA R F)
(“Morris PRC") to repurchase the entire shareholding of Jennifer
Convertibles Inc. (“JCI") for the consideration of US$35 million (the
"JCI Disposal”), together with the disposal of trade and loan
receivables (the “JCI Receivables Disposal”). Further details of the
JCI Disposal and the JCI Receivables Disposal are set out in the
Company’s announcement dated 31 March 2020. The disposals
regarding JCI were regarded as discloseable and connected
transactions for the Company, were approved by the independent
shareholders of the Company (the “Independent Shareholders”)
at the extraordinary general meeting of the Company held on 21 July
2020, and were completed subsequent to the end of the Reporting
Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EEEN W RN (&)

On 8 July 2020, the Group entered into the 2020 Lease Renewal
Agreement with Morris PRC to agree on the renewal of the leases of
the 2020 Leased Properties, subject to the obtaining of approval
from the Independent Shareholders. On 21 August 2020, the Group
and Morris PRC entered into a supplemental agreement regarding
the lease renewal. Further details on the leases are set out in the
Company’s announcements dated 8 July 2020 and 21 August 2020.
Due to the right of unilateral early termination by the Group, the
Company does not expect that the leases as renewed by the 2020
Lease Agreements would be recognized as right-of-use assets in the
Group's consolidated statement of financial position.

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 2020, the Group employed a work force
of 1,431 (31 December 2019: 2,065). The total salaries and related
costs including the directors’ remuneration for the six months ended
30 June 2020 amounted to approximately RMB56.4 million (for the
six months ended 30 June 2019: approximately RMB88.3 million).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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SHARE OPTION SCHEME

The Company operates a 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 was adopted
by the Company on 10 December 2016 and has become valid and
effective for a period of ten years commencing on 12 January 2017
(the “Listing Date”). No share options were granted under the
share option scheme since the Listing Date. No share options were
granted, exercised, cancelled or lapsed during the Reporting Period
and no share options were outstanding at the beginning and at the
end of the Reporting Period and the date of this report.

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the six
months ended 30 June 2020 (2019: Nil).
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OTHER INFORMATION
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CORPORATE GOVERNANCE CODE

The Company is committed to maintaining 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 2020.

According to Code Provision A.2.1 of the Corporate Governance
Code, the roles of chairman and chief executive officer (“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.
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OTHER INFORMATION (CONTINUED)
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Code provision C.1.2 of the Corporate Governance Code provides
that management should provide members of the board with
monthly updates giving a balanced and understandable assessment
of the issuer’s performance, position and prospects in sufficient
details to enable the board as a whole and each director to discharge
their duties under Rule 3.08 and Chapter 13 of the Listing Rules.
Although the management of the Company did not provide a regular
monthly update to the members of the Board, the management
keeps providing information and updates to the members of the

Board as and when appropriate.

Independent Non-executive Directors

Under Rules 3.10(1) and 3.10(2) of the Listing Rules, the Company
shall appoint 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. Pursuant to Rule 3.21 of the Listing
Rules, the audit committee of a listed issuer shall only comprise non-
executive directors with a minimum of three members and at least
one being an independent non-executive director with appropriate
professional qualifications or accounting or related financial

management expertise.

The Company has at all times during the six months ended 30 June
2020 complied with Rules 3.10(1), 3.10(2) and 3.21 of the Listing
Rules. Subsequent to the period end, on 31 July 2020, Mr. Pang
Wing Hong ceased to be a member of the audit committee on his
resignation as an independent non-executive Director. On 31 July
2020, Mr. Qian Jun, who has appropriate professional qualifications
and related accounting or financial expertise, was appointed as an
independent non-executive Director and a member of the audit

committee.
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OTHER INFORMATION (CONTINUED)
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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

Save as disclosed in the paragraph headed “Restricted Share Award
Scheme” below, neither the Company nor any of its subsidiaries has
purchased, redeemed or sold any of the Company’s listed securities
for the six months ended 30 June 2020.

RESTRICTED SHARE AWARD SCHEME

The Restricted Share Award Scheme (the “Award Scheme”) was
adopted by the Board on 29 August 2019 (the “Adoption Date”) as
an incentive to retain and encourage employees for the continual
operation and development of the Group. During the period under
review, the trustee of the Award Scheme, pursuant to the terms of
the rules and trust deed of the Award Scheme, acquired 39,698,000
shares of the Company by way of acquisition at an aggregate
consideration of approximately HK$5,143,000 (including transaction
costs) representing approximately 4.0% of the issued share capital of
the Company as at the Adoption Date.

EER 5 NEESTE

AR B CBRAN AR R B 8% 1 Pk T 3
TAESETEFRIHRESTRI([FE
FRADERARBEEFETEFRFNIT
RTR e ARBIRAMAESEREBE TH#
TEREH SHERNBEHHEHILTET
FESTA > REGERIXNREMHEC2E
ETEHINEETA R 2 BRERRES
ETEFRHHTH/TAI

BE HEIEEIARFINLD

% e
>

B T3 PR GIAR 0 2B a1+ 8 | —ERPT IR B8
HHN - BE2020F6 308 6@ A - A
REIRHEARMMBEARMERE - BRE%
HEXRQARFMLETES -

3 PR % i 7 22 B =T &)

E=2RN2019F8A829B ([ RHBH )
HMZR GRG0 B A& ([ s matdl)) -
ERB B R AEIEBHEE - LBEFRA
SESEEFERERE - NOEBEA R
BREF ERARETREBE 2 GHK - =ZE)
FHEIM R FEABRELS5,143,0008 7T
(BEZXZEA)VEAZAR - WEARQR]
39,698,000 fx1n + (h AN A &l A ER 49 H
BRAIA. 0% KB BEITIRAR ©

HRERAR AR 2020 RHEIERE 65
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CHANGE OF DIRECTORS AND COMPOSITION OF
BOARD COMMITTEES

The changes in information of the Directors since 31 December 2019

are set out below:

Independent non-executive Directors

Mr. Pang Wing Hong resigned as an independent non-executive
Director on 31 July 2020. Mr. Qian Jun was appointed as an
independent non-executive Director on 31 July 2020. For further
details, please refer to the announcement of the Company dated 31
July 2020.

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 20 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 2020 or at any time during the six months
ended 30 June 2020.
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DIRECTORS' INTERESTS IN SECURITIES EENEF2ER

As at 30 June 2020, the interests and short positions of each Director ~ 72202066 A30H » ARBZEENFRSD
and chief executive of the Company in the shares of the Company, 1TERA BRAR AR + ANQ RS EHE
underlying shares and debentures of the Company or any associated B EE (E&E RE S LG HI([EHR
corporation (within the meaning of Part XV of the Securities and BB E#&HI 1) EXVER) Z HHE IR (H KB E
Futures Ordinance (the “SFO")) which were notified to the Company ~ F#EHBRIEZE 5 KA EERAIEXVEET X
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of 5585 #BZR A A A ] KBt 22 P (B #5 1R 1%
the SFO (including interests or short positions which they are taken &7 M B & {5171 BF AR 7E SR (F S AR /3
or deemed to have under such provision of the SFO), or which were ~ #HB B A B ) AN E 5 & H
required to be entered in the register referred to in section 352 of & 1'»%5”%3521%)%5&&EEHHEHETE@ZE?
the SFO, or which were required to be notified under the Model — BIZE T@BABE R FOXABHIN N T -
Code, are set out below:

(i) The Company (iy ARAH
Approximate
Number of percentage of
Name of director/chief executive  Nature of Interest securities (Note 1) shareholding
EE BRETHRAEER EmtE FEHEHE (M) HRESIBEIE
Mr. Zou Gebing (Note 2) Interest of controlled 750,000,000 shares (L) 75%
Mg EEE(MF2) corporation 750,000,000 H%(L)

XA E s

Note 1: The letter “L" denotes the person’s long position in such shares. M1 FEINXRTZATEZSEROTH
A -

Note 2: Morris Capital Limited (“Morris Capital”) is owned as to 85% by Mr. Wit2 : RABEABRAG ([ RBER])BHY
Zou Gebing. Under the SFO, Mr. Zou Gebing will therefore be deemed, BEEEHEHS5% - At © RIEFEH
or taken to be, interested in the same number of shares in which Morris REAGIRD - B EEERER AR
Capital is interested. WRIERBRREAEAEZNRFH

AORRD PR o
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OTHER INFORMATION (CONTINUED)

HER (&)
(ii) Morris Capital (Note 1) (i) BEREAR(KFE)
Approximate
Number of percentage of

Name of director/chief executive Nature of Interest securities (Note 1) shareholding

EE BETHRAEBMS ERHE FHHEHAE (MFE1) ERESAT I

Mr. Zou Gebing (Note 2) Beneficial owner 85 shares of 85%

A% A (KEE2) ERBERA US$1 each (L)

85 AR 15T
B AR 13 (L)

Note 1: Morris Capital holds more than 50% of the shares. Therefore, Morris i1 RABAREFEBS0% A EMRRG -
Capital is the holding company and an associated corporation of the It RREARKRRARWZERDE R
Company. 1REEE -

Note 2: The letter “L" denotes the person’s long position in such shares. Miz2: FENLRKRZBALIRZSERON

A .

Save as disclosed above, none of the Directors, chief executives M FXXATHEEEIN 0 202056 A

of the Company had any other personal, family, corporate and 308 - ARBIZEEFRERITHA

other interests or short positions in the shares, underlying B R AR R Rl sk B AT A AR B OE B

shares or debentures of the Company or any of its associated (13 75 KBGO EXVERE T 2 0%

corporations (within the meaning of Part XV of the SFO) as B2 - HEARGOSEEERSB

recorded in the register required to be kept under Section 352 AR AREFF LG EIIF35214
of the SFO or as otherwise notified to the Company and the BT RTF 2 ELMKBREZEESTE

Stock Exchange pursuant to the Model Code as at 30 June JRBAR N A KB P 2 AR A A

2020. A~ Kk~ 2 A R&EME X

ﬁ o
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SUBSTANTIAL SHAREHOLDERS' INTEREST FERRZES
Approximate
Number of percentage of
Name of shareholders Nature of Interest securities (Note 1) shareholding
BRREEHE ERME EHEA (ME) ERESNESH®
Morris Capital (Note 2) Beneficial owner 750,000,000 shares,” #& (L) 75% (L)
RABEXR(MFE2) BEREAA
Wu Xiangfei (Note 3) Interest of spouse 750,000,000 shares /& (L) 75% (L)
BB AR (T EE3) [
Morris ESOP Development Limited Trustee 50,166,000 shares,” A% (L) 5.02% (L)
(Note 4) =5t A
Morris ESOP Development Limited
(KizE4)

As at 30 June 2020, the following persons (other than the Directors
or the chief executive of the Company) have interests or short
positions in the shares or underlying shares as recorded in the register

required to be kept by the Company under section 336 of the SFO:

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

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

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

Note 4:  These shares are held by Morris ESOP Development Limited (“Morris ESOP”), which
is wholly owned by The Core Trust Company Limited (as trustee of the Award
Scheme), for the benefit of certain participants eligible under and pursuant to the
term of the restricted share award scheme of the Company (the “Award Scheme”)
as adopted by the Board on 29 August 2019. For further details, please refer to the
announcement made by Company on 29 August 2019 and the paragraph headed
“Restricted Share Award Scheme” above in this report.

Save as disclosed above, the Company has not been notified of any
other person (other than the Directors and chief executives of the
Company) who had an interest or short position in the shares and/or
underlying shares of the Company which fell to be disclosed to the
Company under Divisions 2 and 3 of Part XV of the SFO as at 30 June
2020.
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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 2020.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save for the share option scheme and share award scheme of the
Company as disclosed in this report, 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 2020 or at any time during the six months
ended 30 June 2020.

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 2020.
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OTHER INFORMATION (CONTINUED)
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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 2020.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the Reporting Period, the rental expenses paid by the Group
(as tenants) to Morris PRC (the landlord and a connected person of
the Company) constituted non-exempted continuing connected
transactions. The aggregated annual caps of the lease agreements
for the year ended 31 December 2017 and 2018 and the years
ending 31 December 2019 and 2020 are RMB15 million, RMB15
million, RMB15 million and RMB15 million, respectively. For the six
months ended 30 June 2020, the rental expenses paid to Morris PRC
were approximately RMB6.6 million which did not exceed the
relevant annual cap for the same period. Subsequent to the period
end, on 8 July 2020, the Group entered into the 2020 Lease Renewal
Agreement with Morris PRC to agree on the renewal of the leases of
the 2020 Leased Properties, subject to the obtaining of approval
from the Independent Shareholders. On 21 August 2020, the Group
and Morris PRC entered into a supplemental agreement regarding
the lease renewal. Further details on the leases are set out in the
Company’s announcements dated 8 July 2020 and 21 August 2020,
and note 20 to the unaudited condensed consolidated financial

statements in this report.
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MAJOR CUSTOMERS AND SUPPLIERS

During the six months ended 30 June 2020, sales to the Group's five
largest customers and purchases from the five largest suppliers
accounted for approximately 47.3% and 62.9% of the Group's total
revenue and purchases for the six months ended 30 June 2020,
respectively. The Group’s largest customer accounted for around
14.4% of the Group’s total revenue for the six months ended 30
June 2020. The Group's largest supplier accounted for around 20.5%
of the Group’s total purchase for the six months ended 30 June
2020.

At no time during the six months ended 30 June 2020 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.

AUDIT COMMITTEE

The Audit Committee currently comprises three independent
non-executive Directors, namely Mr. Qian Jun, Mr. Liu Haifeng and
Mr. Chu Guodi. Mr. Qian Jun is the chairman of the Audit
Committee. The Audit Committee has reviewed the unaudited
condensed consolidated interim results and interim report of the
Group for the six months ended 30 June 2020, discussed with the
management 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.

By Order of the Board
Morris Holdings Limited
ZOU GEBING

Chairman

Hong Kong, 28 August 2020
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