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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED T

BUSINESS REVIEW

In the first half of 2020, the Group has been inevitably impacted
by the escalating Sino-US trade war and the global outbreak of
novel coronavirus (“COVID-19") pandemic. Pandemic prevention
measures including but not limited to countries lockdown and
suspension of businesses affected the global economy. Under
this adverse business environment, the demand for our products
has been decreased. In addition, the manufacturing and delivery
of products for some of our confirmed orders has been delayed
or suspended. On the other hand, expecting the demand for
disposable face masks and other medical consumable products
to maintain at a high level in the future, the Group started a new
chapter in the establishment and development of the medical
consumable products segment.

The Group operates its business through three segments, including
integrated plastic solutions segment, electronic cigarette (the
“e-cigarettes”) products segment and medical consumable
products segment. The integrated plastic solutions segment
engages in mould design and fabrication services as well as plastic
component design and manufacturing services. The e-cigarettes
products segment engages in the manufacturing and sales of
e-cigarettes products under the brand names owned by a well-
known tobacco group. During the first half of 2020, the Group
also engaged in medical consumable products segment by
manufacturing and sales of disposable face masks products under
our own brand name of “CAREWE". The Group distributes our
products within the domestic market and to overseas markets,
including Europe, Asia and the United States (the “U.S.").

During the six months ended 30 June 2020, the Group's total
revenue amounted to approximately HK$293.3 million, representing
a decrease of approximately 56.0% compared to the same period
last year (30 June 2019: HK$666.7 million). The Group recorded
a gross profit of approximately HK$68.7 million (30 June 2019:
HK$162.3 million) with a gross profit margin of approximately
23.4% (30 June 2019: 24.3%).
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (conTinuED)

The Group recorded a profit for the six months ended 30 June 2020
attributable to equity holders of the Company of approximately
HK$5.6 million (30 June 2019: HK$65.9 million). Basic earnings
per share attributable to equity holders of the Company were
approximately 0.90 HK cents (30 June 2019: 10.63 HK cents).

BUSINESS SEGMENT ANALYSIS

Integrated Plastic Solutions
Revenue from the integrated plastic solutions business division
was mainly derived from (i) the design and fabrication of plastic
injection moulds; and (ii) design and manufacturing of plastic
components employing the plastic injection moulds fabricated
internally or by our subcontractors.

The Group is able to specifically engineer and fabricate, with
cavities plastic injection moulds, to shape the plastic components
in accordance with the desired and customised design, features and
specifications. The Group has the technical capabilities to fabricate
moulds that meet the MT1 precision level as defined by the
“National Standard of the People's Republic of China GB/T14486-
2008-Dimensional Tolerances for Moulded Plastic Parts” (FF A
RHEMBIERIEAEGB/T14486-2008- BRHELE 4+ R T2 %) which
is the highest precision level in the national guidelines. By utilising
the plastic injection process and applying the plastic injection
moulds fabricated by the Group or, in limited cases, external
subcontractors, the Group manufactures plastic components
for office furniture, office electronic products, home appliances,

communication products and automobiles.
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MANAGEMENT DISCUSSION AND ANALYSIS

BB WA

BUSINESS SEGMENT ANALYSIS (conTiNuED)

Manufacturing of e-cigarette products

The Group manufactures e-cigarettes products as an original
equipment manufacturer ("OEM"). Such e-cigarette products
include disposable e-cigarettes, refillable e-cigarettes, battery rods,
clearomisers, liquidpods and heated tobacco device.

Manufacturing of medical consumable products

By utilising the cleanroom facilities in the Group's production
plant in Huizhou and acquiring disposable face mask production
machines, the Group established a production line for masks
during the six months ended 30 June 2020, as disclosed in the
announcement of the Company dated 7 July 2020.

The cleanroom facility in Huizhou has been certified in compliance
with the cleanroom standard of 1SO14644-1:2015 Class 8, as
recognized by the U.S. National Environmental Balancing Bureau.
The manufacturing quality system has also fulfilled the standard of
EN 1SO13485:2016 Medical Devices-Quality Management Systems
as certified by the Société Générale de Surveillance S.A. ("SGS").
The production line has been set up and tested during the second
quarter of 2020. The face masks have been tested and proved to
be meeting the standard of ASTM F2100 Level 2 in the U.S. and the
standard of EN14683 Type Il in Europe. The Group has completed
the trial run for production and commenced mass production of the
face masks in July 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

Revenue for the six months ended 30 June 2020 was approximately
HK$293.3 million, representing a decrease of approximately
HK$373.4 million, or approximately 56.0%, from approximately
HK$666.7 million for the same period in 2019.

The integrated plastic solutions segment revenue for the six
months ended 30 June 2020 was approximately HK$116.1 million,
accounting for approximately 39.6% of our total revenue and
representing a decrease of approximately HK$83.1 million, or
approximately 41.7%, from segment revenue of approximately
HK$199.2 million for the same period in 2019. This was primarily
due to the decrease in sales order of certain products resulted from
the uncertain situation of global economy under the Sino-US trade
war and the threat of the outbreak of COVID-19 during the period.

The e-cigarettes products segment revenue for the six months
ended 30 June 2020 was approximately HK$172.4 million,
accounting for approximately 58.8% of our total revenue and
representing a decrease of approximately HK$295.1 million, or
approximately 63.1%, from segment revenue of approximately
HK$467.5 million for the same period in 2019. This decrease was
primarily because new product was postponed and orders for
e-cigarettes products were slow down during the period.

The medical consumable products segment revenue for the six
months ended 30 June 2020 was approximately HK$4.7 million,
accounting for approximately 1.6% of our total revenue. This was a
new segment established during the period.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED T

FINANCIAL REVIEW (conTINUED)

Gross Profit

Gross profit for the six months ended 30 June 2020 was
approximately HK$68.7 million (30 June 2019: HK$162.3 million),
representing a gross profit margin of 23.4% (30 June 2019:
24.3%).

Gross profit for integrated plastic solutions for the six months
ended 30 June 2020 was approximately HK$26.3 million (30 June
2019: HK$43.1 million), representing a gross profit margin of 22.7%
(30 June 2019: 21.6%). The increase in gross profit margin was
primarily contributed by the change of product mix of which the
products are of higher profit margin which improved the overall
gross profit margin.

Gross profit for e-cigarettes products for the six months ended
30 June 2020 was approximately HK$40.4 million (30 June 2019:
119.2 million), representing a gross profit margin of 23.4% (30 June
2019: 25.5%). This decrease was primarily due to the decrease in
sales volume. The production fixed overhead lowered the overall
gross profit margin.

Gross profit for medical consumable products for the six months
ended 30 June 2020 was approximately HK$2.0 million (30 June
2019: nil), representing a gross profit margin of 42.6%.

Other Income

Other income for the six months ended 30 June 2020 was
approximately HK$2.4 million, representing a decrease of
approximately HK$1.4 million, or approximately 36.8%, from
approximately HK$3.8 million for the same period in 2019. The
decrease was primarily due to the decrease of exchange gain and
rental and utilities recharge income during the period.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (conTINUED)

Selling and Distribution Costs

Selling and distribution costs for the six months ended 30 June
2020 were approximately HK$5.2 million, representing a decrease
of approximately HK$1.2 million or approximately 18.8% from that
for the same period in 2019 of HK$6.4 million. The decrease was
primarily due to the decrease in sales volume during the period.

Administrative and Other Operating Expenses
Administrative and other operating expenses for the six months
ended 30 June 2020 were approximately HK$56.3 million,
representing a decrease of approximately HK$10.7 million or
approximately 16.0% from that for the same period in 2019 of
HK$67.0 million. The decrease was mainly due to a decrease in
headcount and the performance bonus to the directors and senior
management.

Finance Costs

Finance costs for the six months ended 30 June 2020 were
approximately HK$4.5 million, which was similar to that for the six
months ended 30 June 2019 of HK$4.9 million.

Income Tax Expense

Income tax expenses for the six months ended 30 June 2020
were approximately HK$12,000, representing a decrease of
approximately HK$22.0 million or approximately 100% from that
for the same period in 2019 of HK$22.0 million. Such decrease was
primarily due to a significant decrease in profit before tax.

Profit Attributable to Equity Holders of the Company
As a result of the foregoing, profit for the six months ended 30 June
2020 was approximately HK$5.6 million, representing a decrease
of approximately HK$60.3 million, or approximately 91.5%, from
approximately HK$65.9 million for the same period in 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED T

FUTURE PLAN AND PROSPECTS

Since the outbreak of COVID-19 in January 2020, there has
been a shortage of pandemic prevention supplies in the market.
Amidst these situation, the Group established a production line
for disposable face masks during the period. Although the market
demand for disposable face masks has been relieved in Hong Kong,
the Group intends to expand to the overseas market in the future.
Meanwhile, in order to enrich the product mix, the Group has
developed more disposable face masks products with higher level
of protection, such as particulate face masks - KN95 and FFP2.
The new product, particulate face masks - KN95, has passed the
requirements of GB2626-2016 standard in the P.R.C. and NIOSH
N95 - Pre-Certification Test issued by the ICS Laboratories in
the U.S. In addition, the particulate face masks - FFP2, has also
passed the requirements of EN 149:2001+A1:2009 standard,
credited as FFP2 respirator device, and certified with CE Mark
(through Notified Body #0598) granted by the SGS. The new
products are ready for mass production in the second half of 2020.
In addition, the Group has been officially granted the Medical
Device Manufacturing Enterprise License (ZEES2 A4 EFFal &
on medical device production, from the National Medical Products
Administration in China in August 2020.

In the second half of 2020, it is expected that the COVID-19 and
the Sino-US trade war will continue to cast uncertainties over the
business environment and the recovery of business will be highly
challenging. The Group expects that the demand for its products
may be affected due to uncertainty of market demand. The process
of product development will be prolonged due to travel restriction
between client and the Group’'s production plants. Currently, the
Group has sufficient cash on hand, together with available banking
facilities, to meet the current business needs.

Looking forward, the new factory premises under construction is
expected to be completed in January 2021. As a continuous plan
to upgrade the production capacity of the Group, the new factory
premise will further facilitate research and development and
provide room for the Group to locate more new product production
lines equipped with highly automated machines which can reduce
the reliance of manpower and increase the precision level and
output for its products in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally
generated cash flow and banking facilities provided by its principal
bankers. As at 30 June 2020, the Group had cash and cash
equivalents of approximately HK$124.7 million (31 December 2019:
HK$85.6 million). The interest-bearing liabilities as at 30 June
2020 was HK$172.7 million (31 December 2019: HK$103.2 million)
with weighted average effective interest rate of approximately
3.87% per annum (31 December 2019: 4.18% per annum). The
Group's gearing ratio as at 30 June 2020, calculated based on
the total borrowings to the equity attributable to owners of the
Company, was 53.6% (31 December 2019: 39.8%). The Group
recorded net current liabilities of approximately HK$78.4 million
as at 30 June 2020, which increased by approximately HK$25.5
million as compared with that of approximately HK$52.9 million as
at 31 December 2019. Such increase was mainly due to the effect
from acquisition of new machines and construction of new factory
premises during the period which expended part of the cash flows
generated from operations.

FOREIGN EXCHANGE RISK

The monetary assets and liabilities and business transaction of the
Group are mainly carried out and conducted in Hong Kong dollars,
U.S. dollars (“USD") and Renminbi ("RMB"). The Group manages
its foreign exchange risk by performing regular reviews of the
Group's net foreign exchange exposures and to mitigate the impact
on exchange rate fluctuations by entering into certain currency
forward contracts. At 30 June 2020, the Group had outstanding
foreign currency forward contracts for the exchange of USD with
Euro and RMB of USD2,708,000 (equivalent to approximately
HK$21,041,000) (31 December 2019: nil). The Group will continue
to evaluate the Group's foreign currency exposure and take actions
as appropriate.

MATERIAL ACQUISITIONS AND DISPOSALS

For the six months ended 30 June 2020, the Group has made no
material acquisitions or disposals of subsidiaries and associated
companies.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWED T

CONTINGENT LIABILITIES
As at 30 June 2020, the Group did not have any significant
contingent liabilities.

USE OF PROCEEDS

The net proceeds of the Group raised from the initial public
offering were approximately HK$77.6 million, after deducting the
underwriting fees, commissions and other listing expenses. As at
30 June 2020, approximately HK$72.9 million of the net proceeds
had been utilised. As at 30 June 2020, the unutilised net proceeds
of approximately HK$4.7 million were placed in licensed banks in
Hong Kong, and are intended to settle the remaining amount of the
placed order to purchase the automated polyester fiber (“PET")
manufacturing line in 2020 as planned as set out in the section
of “Future Plans and Use of Proceeds” in the prospectus of the
Company dated 14 February 2018. Set out below is the summary of
the utilisation of net proceeds:

HABE
M2020%F 6 8308 » A& [F I M F o
EAZHAREE -

BREAE
AEEEXABEEALFABEENMSHRIE
FRE(KHRBPHEER - BekH ML
MAX)ABK77.6BEBTT - BR20204F
6H30R8 @ EEAMERIEFELT72.9
BEEIT - B2020F6 A30H ' HX
BAMGHREFEN4TEESLET
MR BB IRTT - WHEMN20204F
B BB EREARRASNA
20182 H14 B BREZ [ R K52
RS RIBEARZ | —FENE R
R (TPET) AEENFIBTIE - T
REVIMEFIBFEAEHE -

Actual
Actual  utilised amount
utilised during the Unutilised
Planned amount as at  six months ended amount as at
use proceeds 30 June 2020 30 June 2020 30 June 2020
REZ2020F
R2020% 64308 #2020%
iEFRE  6F30RER  LAEAER  6F30BEA
HERR BRANEH BANEE BANGH
HKS$ million HKS$ million HK$ million HK$ million
BEET BEAET BEET BEET
For the leasehold improvement in phase Il BRAEEZN =88
of the Group's new site in Huizhou RENFEEIR 3.0 3.0 - -
For equipment upgrade and capacity ARXEARREERRUR
expansion and related investments el 69.8 65.1 - 4.7
For working capital BlEEds 4.8 4.8 - -
Total by 716 729 - 47
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MANAGEMENT DISCUSSION AND ANALYSIS

SUBSEQUENT EVENT

As at the date of this interim report, no subsequent events
occurred after 30 June 2020 which may have a significant effect on
the assets and liabilities or future operations of the Group.

EMPLOYEE AND REMUNERATION POLICY

The Group's remuneration policy is to compensate its employees
based on their performance, qualifications and the Group's
operational results. The total remuneration of employees includes
basic salaries, performance bonus and share options. Directors and
senior management of the Group receive compensation in the form
of fees, salaries, allowances, discretionary bonus, share options,
defined contribution plans and other benefits in kind with reference
to those paid by comparable companies, time commitment and the
performance of the Group. The Group also reimburses its Directors
and senior management for expenses which are necessarily and
reasonably incurred for the provision of services to the Group or
executing their functions in relation to the operations of the Group.
The Group regularly reviews and determines the remuneration
and compensation packages (including incentive plans) of its
Directors and senior management, by reference to, among other
things, market level of remuneration and compensation paid
by comparable companies, the respective responsibilities of its
Directors and senior management and the performance of the
Group.

SIGNIFICANT INVESTMENTS HELD
During the six months ended 30 June 2020, the Group did not hold
any significant investment in equity interest in any other company.

FUTURE PLANS FOR MATERIAL INVESTMENTS
AND CAPITAL ASSETS

Save as disclosed in this report and the announcement of the
Company dated 8 October 2019 regarding the construction of new
factory premises in the remaining land area in Huizhou, the Group
has no plan to make material investments or increase its capital
assets.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

The Company and any of its subsidiaries have not purchased,
redeemed or sold any of its listed securities during the six months
ended 30 June 2020.
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OTHER INFORMATION
Hteg#

CORPORATE GOVERNANCE MEASURES

The Company is committed to maintaining high standards of
corporate governance to safeguard the interests of shareholders
and to enhance corporate value and accountability. The Board has
adopted the principles and the code provisions of the Corporate
Governance Code (the “CG Code") contained in Appendix 14 to the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) to ensure that the
Company's business activities and decision making processes are
regulated in a proper and prudent manner.

Mr. Chan Tsan Lam (“Mr. Chan") is the chairman of the Board and
chief executive officer of the Company. Although this deviates from
the practice under code provision A.2.1 of the CG Code, where it
provides that the two positions should be held by two different
individuals, as Mr. Chan has considerable experience in the
enterprise operation and management of the Company, the Board
believes that it is in the best interests of the Company and its
shareholders as a whole to continue to have Mr. Chan as chairman
of the Board and as chief executive officer so that it can benefit
from his experience and capability in leading the Board in the long-
term development of the Company. From a corporate governance
point of view, the decisions of the Board are made collectively by
way of voting and therefore the chairman should not be able to
monopolize the decision-making of the Board. The Board considers
that the balance of power between the Board and management
can still be maintained under the current structure. The Board
shall review its management structure from time to time to ensure
appropriate action be taken should the need arise.

Save as disclosed above, during the six months ended 30 June
2020, the Company has complied with the CG Code.

14 Tian Chang Group Holdings Ltd.
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AUDIT COMMITTEE

Our audit committee consists of three members, being Mr. Ng Chi
Wai, Mr. Hung Chun Leung and Mr. Chan Bing Kai. Mr. Ng Chi Wai
currently serves as the chairman of our audit committee.

The audit committee has reviewed with the management the
Group's unaudited condensed consolidated financial statements for
the six months ended 30 June 2020, the accounting principles and
practices adopted.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 to the Listing Rules (the “Model Code") as its code of conduct
regarding dealings in the securities of the Company by the
Directors and the Company's senior management who, because of
his/her office or employment, is likely to possess inside information
in relation to the Company's securities.

Upon specific enquiry, all Directors have confirmed that they have
complied with the Model Code during the six months ended 30
June 2020. In addition, the Company is not aware of any non-
compliance of the Model Code by the senior management of the
Company during the six months ended 30 June 2020.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend
for the six months ended 30 June 2020 (30 June 2019: HK1.5
cents).

OTHER INFORMATION
Hg s

BEREZEE
RMOBRZEERE =R EER - B
REBEE  REREERERRE %
£ REBAERHEIEREES
J& o

EZLZEgnNEEERMASEHE
20204 6 A30 B IF/~ 8 AR R LT
R A M HRAR MIRA M 2R &
&7 -

ESETESRZWEREESA

ARABERMAETHRAMEI10/ME L
METAESTETEFXZHNEESTH
(IREFRIDIEREERARASRE
BEEEEARNRRESFNET T RE
ERERESESMEEERNERMSNE
fBRAERM A e AN AR RIEHFANA
HHE o

FIELRFEERE  2BESHEER
HEREHE2020F6 A30B I~ EA
EESFIRAESTA] o fLHN - RA T
BARBEREEEREE2020F6 8
30 B 1IN B A RFEE R E RIZESFR
BB o

FHIR R
EEeTEHKMNEZ=2020F6 A30
B/ E AR HIRR B (201946 A30
B 1.55800) -

AEEEEZERERAD T
2020F R HRSR S

15



OTHER INFORMATION
Hteg#

DIRECTORS' INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2020, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the laws of
Hong Kong) (the “SFO")), as recorded in the register required to
be kept under Section 352 of the SFO, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code
were as follows:

Long position in issued ordinary shares of the
Company

EENRG - BBERORERE
&R

MR2020F6 A30H » "AREELE
ZETBRABRARG REEEEER (E
HEREBEMESNEE LS RPEED
([BHREBEEG ) EXVEL) D - 48
RO REEZTFESCENREE
HRHEIENIE3528BEENE LM
A - SARBIREST A ZBME AN E) K
RETRIRER ORI ¢

REQTFERITEBRNETR

Number of
Number of underlying Approximate
shares of shares of percentage
Name of Director Capacity the Company the Company Total interests of shareholding
RARINEE
EEnE 5 ANERDYE RBSE BER RESAESH
(Note 2)
(Hizt2)
Mr. Chan Tsan Lam Interest in controlled 373,395,000 - 374,015,000 60.3%
corporation (Note 1)
B R EE R (M)
Beneficial interest - 620,000
EnEn
Chan Yin Yan Beneficial interest - 6,200,000 6,200,000 1%
PR AR EnkEn
Poon Po Han Lisa Beneficial interest - 6,200,000 6,200,000 1%
EER g 3
Hung Chun Leung Beneficial interest - 500,000 500,000 0.8%
HIER EnEn
Chan Bing Kai Beneficial interest - 500,000 500,000 0.8%
R EnkEn

Note 1: These shares are held by Oceanic Green Group Limited (“Oceanic
Green"), New Strength Ventures Limited (“New Strength”), Gold
Alliance Ventures Limited (“Gold Alliance”) and Treasure Line Holdings
Limited (“Treasure Line"), all of which are wholly owned by Mr. Chan
Tsan Lam. By virtue of the SFO, Mr. Chan Tsan Lam is deemed to be
interested in the shares held by Oceanic Green, New Strength, Gold
Alliance and Treasure Line.

Note 2: These represent the Shares to be issued and allotted by the Company
upon exercise of the options granted under the Option Scheme (as
defined herein below).
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Save as disclosed above, as at 30 June 2020, none of the Directors
or chief executive of the Company had any interests or short
positions in the shares, underlying shares or debentures of the
Company and its associated corporation (within the meaning of
Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO, or as otherwise notified to the

Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN

SHARES AND UNDERLYING SHARES

As at 30 June 2020, the following persons (other than the
Directors and chief executive of the Company) had interests in the
shares and underlying shares of the Company as recorded in the
register required to be kept by the Company under Section 336 of

the SFO:

Long position in issued ordinary shares of the
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H BMEARTEERETBTHRAER
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19 KBRS P R A s s A A A RIR I

BN EERIIE3B6IHFATFENER

REQTECBRITEBERNETR

Company
Number of
Number of underlying Approximate
ordinary shares of shares of the percentage of
Name of shareholder(s) Capacity the Company held Company held® Total  shareholding
e NG| e NG| R
BRRER// HE EL) EEREE HERGHE® #st  goEsk
Oceanic Green® Beneficial Owner 127,100,000 shares - 127,100,000 shares 20.5%
BRO 4t 7SN 127,100,000 8% 5% 3 - 127,500,000 20.5%
New Strength® Beneficial Owner 127,100,000 shares - 127,100,000 shares 20.5%
IR EREBA 127,100,000 % & 13 - 127,500,000 85 20.5%
Gold Alliance® Beneficial Owner 94,395,000 shares - 94,395,000 shares 15.2%
HO BHERA 94,395,000 % /7 - 94,3950008#1% 15.2%
New Straits Ventures Limited®  Beneficial Owner 79,205,000 shares - 79,205,000 shares 12.8%
HRRAIRERRA® BHBEAA 79,205,000 &z 13 - 79,205,000 {5 12.8%
Treasure Line® Beneficial Owner 24,800,000 shares - 24,800,000 shares 4.0%
Treasure Line® BREBA 24,800,000 &% 17 - 24,800,000#1% 4.0%
Ms. Fung Suk Yee May® Interest of Spouse 374,015,000 shares - 374,015,000 shares 60.3%
BRELL? [ o 374,015,000 %8 5 - 374,015,000881% 60.3%
Mr. Cheng Chak® Interest in controlled 79,205,000 shares - 79,825,000 shares
corporation 12.9%
EELES RS EE RS 79,205,000 % 7 - 79825000815 12.9%
Beneficial Owner - 620,000 shares
BRERAA - 620,000 &R 1A
Ms. Chong Po Lin Pauline® Interest of Spouse 79,825,000 shares - 79,825,000 shares 12.9%
HEERL® Fe B 79,825,000 %85 - 79,825,00081% 12.9%
AREEEZERBRAE

2020F R HRSR S

17



OTHER INFORMATION
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
SHARES AND UNDERLYING SHARES (conTINUED)

Note:

(1) Each of Oceanic Green, New Strength, Gold Alliance and Treasure Line,
is wholly-owned by Mr. Chan Tsan Lam, who is therefore deemed to be
interested in all the shares of the Company held by each of Oceanic Green,
New Strength, Gold Alliance and Treasure Line.

(2) Ms. Fung Suk Yee May is the spouse of Mr. Chan Tsan Lam. Therefore, she
is deemed to be interested in the shares of the Company in which Mr. Chan
Tsan Lam is interested for the purpose of the SFO.

(3) New Straits Ventures Limited is wholly owned by Mr. Cheng Chak. By virtue
of the SFO, Mr. Cheng Chak is deemed to be interested in the shares of the
Company held by New Straits Ventures Limited.

(4) Ms. Chong Po Lin Pauline is the spouse of Mr. Cheng Chak. Therefore,
she is deemed to be interested in the shares of the Company in which Mr.
Cheng Chak is interested for the purpose of the SFO.

(5) These represent the Shares to be issued and allotted by the Company upon
exercise of the options granted under the Option Scheme (as defined herein
below).

Save as disclosed above, as at 30 June 2020, the Directors were
not aware of any other person (other than the Directors or chief
executive of the Company) who had an interest or short position
in the shares or underlying shares of the Company which would
fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or, who is, directly or
indirectly, interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at
general meetings of any other members of the Group, or any other
substantial shareholders whose interests or short positions were
recorded in the register required to be kept by the Company under
Section 336 of the SFO.

SHARE OPTION SCHEME

On 28 May 2019, the Company adopted a share option scheme
(the "Option Scheme") for the purpose of providing reward to
selected participants for their contribution to the Group. Eligible
participants of the Option Scheme include, without limitation,
employees, executive directors, non-executive directors,
shareholders, advisers and consultants.
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OTHER INFORMATION
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SHARE OPTION SCHEME (CONTINUED) BIRERTE e

For the six months ended 30 June 2020, the Company has the HZE2020F6 A30HIERNEA » XA
following share options granted to the eligible participants under RIEREBRETESNAEER2HEER

the Option Scheme: LA T B AR -
Options
cancelled/
Options Options Options lapsed/ Options
outstanding granted exercised forfeited outstanding Exercisable
Exercise at1January during the during the during the at 30 June at 30 June
Grantees Date of grant price 2020 period period period 2020 2020
#2020 #2020
1818 8h Bl 6A30A 120205
HATE Bk BN AN/RM HATE 6F308
BEA RIEBH e MERE MERE B MERE WERE CIRiind
(Note) (HKS)
(i) (81)

Directors, chief executives
and substantial shareholders

B2 IETRAARIERR

Chan Tsan Lam 13 May 2020
BRI 2020F5 5138 0.355 - 620,000 - - 620,000 310,000
Chan Yin Yan 13 May 2020
BN 2020%5F 138 0.355 - 6,200,000 - - 6,200,000 3,100,000
Poon Po Han Lisa 13 May 2020
AER 2020554138 0.355 - 6,200,000 - - 6,200,000 3,100,000
Hung Chun Leung 13 May 2020
HER 2020F5 4138 0.355 - 500,000 - - 500,000 250,000
Chan Bing Kai 13 May 2020
BEE 2020554138 0.355 - 500,000 - - 500,000 250,000
Cheng Chak 13 May 2020
g2 202054138 0.355 - 620,000 - - 620,000 310,000
Employees and senior

management 13 May 2020
EERRSEEE 2020%5A138 0.355 - 19,900,000 - - 19,900,000 9,950,000
Others 13 May 2020
R 2020F5 4138 0.355 - 3,300,000 - - 3,300,000 1650,000

37,840,000 - - 37,840,000 18,920,000
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SHARE OPTION SCHEME (conTinueD)

Note:  On 13 May 2020, options to subscribe for 37,840,000 ordinary shares
were granted to eligible participants under the Option Scheme. 50% of
the share options were exercisable and vested on the date of grant and
the remaining 50% of the share options shall be vested and exercisable

from 13 May 2021 to 12 May 2030.

DIRECTORS' RIGHT TO ACQUIRE SHARES OR
DEBENTURE

Save as disclosed in the section headed “Share Option Scheme” in
this interim report, at no time during the six months ended 30 June
2020 was the Company or any of its subsidiaries a party to any
arrangements to enable the directors of the Company to acquire
benefits by means of acquisition of shares, or debt securities,
including debentures, of the Company or any other body corporate.
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CONDENSED CONSOLIDATED INCOME STATEMENT

AR S W E R

Six months ended 30 June 2020 #Z20204F6 A30H 1E7N & A

Six months ended 30 June

BZ6H30HL~<EA
2020 2019
20204 20194
(unaudited) (unaudited)
(REER) (REEEZ)
Note HK$'000 HK$'000
P TEx FET
Revenue Wz 3 293,306 666,671
Cost of goods sold 7 3 B A AR (224,591) (504,355)
Gross profit EF 68,715 162,316
Other income HA A 4 2,385 3,765
Fair value gain on financial assets at X AR EF ABZHH
fair value through profit or loss TREEN B 10 421 123
Selling and distribution costs THE Ko SHAA (5,162) (6,351)
Administrative and other operating 7T N E 48 & &2
expenses (56,336) (66,997)
Finance costs B S R AR 5 (4,455) (4,893)
Profit before tax RRBE AT R 5 5,568 87,963
Income tax expenses TSR XX 6 12) (22,044)
Profit for the period, attributable to Z7 F#EFIFHE AEG
equity holders of the Company BAER 5,556 65,919
Earnings per share attributable to &2 F#EFiEH AENG HK cents HK cents
equity holders of the Company BRER A Bl
Basic =N 8 0.90 10.63
Diluted 5] 8 0.90 10.63
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

ERRE 2 E R E R

Six months ended 30 June 2020 #; 2202046 A30H LE73E A

Six months ended 30 June

BZ6H30HL~<EA
2020 2019
20204 20194
(unaudited) (unaudited)
(REER) (REEEZ)
HK$'000 HK$'000
FHET FET
Profit for the period BApiR A 5,556 65,919
Other comprehensive (loss) income: Hih2m (Fi8) W& -
Item that may be reclassified subsequently ~—H#E S & EJIAIBz 2 HH
to profit or loss
Exchange difference on consolidation BOER =58 (11,496) 1,212
Total comprehensive (loss) income KAGERFEAEGSHR
for the period, attributable to equity 2H (BB WRE%E
holders of the Company (5,940) 67,131

22 Tian Chang Group Holdings Ltd.
Interim Report 2020



CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ERERE M BRI R

At 30 June 2020 7202046 H30H

At At
30 June 31 December
2020 2019
120204 H20194F
6 HA30H 1274318
(unaudited) (audited)
(REEER) (T %)
Note HK$'000 HK$'000
B 5E FET FET
Non-current assets kREBEE
Property, plant and equipment WE -~ BWE k&G 9 634,895 621,025
Financial assets at fair value through BARERABRDH
profit or loss EREE 10 29,262 28,419
Deferred tax assets RIETRIBE = 16 1,454 1,238
665,611 650,682
Current assets REEE
Financial assets at fair value through BAREFABED
profit or loss ERMEE 10 123 -
Inventories FE 77,857 83,882
Trade and other receivables B 5 KEMERFIE 1 141,216 153,365
Income tax recoverable AR EFTEH 32 33
Bank balances and cash RITEHRNE S 124,716 85,567
343,944 322,847
Current liabilities =R
Trade and other payables B 5 &k E BN TR 12 194,670 211,596
Income tax payables JES TS RL 4,762 2,603
Payables for construction in progress e TR2RUE 13 19,566 35,642
Interest-bearing borrowings FFRER 14 172,723 103,177
Lease liabilities HEAaE 15 30,648 22,737
422,369 375,755
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B4R & B AR 2R

At 30 June 2020 7202046 A30H

At At

30 June 31 December

2020 2019

A2020F M20194

6H30H 12 A31H

(unaudited) (audited)

(REEZR) (T %)

Note HK$'000 HK$'000

B 5E FHET FET
Net current liabilities REEEFE (78,425) (52,908)
Total assets less current liabilities BEERRBERE 587,186 597,774

Non-current liabilities EREBEE

Payables for construction in progress FEERTRERIA 13 8,027 12,280
Lease liabilities HEBE 15 49,720 39,754
Deferred tax liabilities RERIEEE 16 6,077 8,515
63,824 60,549

NET ASSETS EEFE 523,362 537,225

Capital and reserves BARR#E

Share capital &7 17 62,000 62,000
Reserves ] 18 461,362 475,225
TOTAL EQUITY AR 523,362 537,225
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HRGREEREB R

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

Attributable to equity holders of the Company

LN St DN

Share Share Capital Statutory ~ Translation ~ Accumulated
capital premium reserve reserve reserve profits Total
RE ROEE  EABRE  AERE  ABRE  ZHET a5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fin Tk Fin Tk FiEn Fin Tt
(Note17)  (Note18(a))  (Note18(b)) ~ (Note18(c)) ~ (Note18(d))
(k) (Wats@)  (Hase))  (Haise)  (HEs()
At 1 January 2019 (audited) R2019F151R (BEH) 62,000 34,203 77810 12,335 Q971 267,864 451241
Profit for the period elahal - - 65919 65,919
Other comprehensive income: Ab2EWE
ltem that may be reclassified HFA2E5\ BalBE
subsequently to profit or loss
Exchange difference on consolidation ~ AHERZE - - 1M - 121
Total comprehensive income for the InrENEEE
period - - 1212 65,919 67,131
Transactions with equity holders: HERHEANRS
Appropriation of statutory reserve REERE - 8543 (8543) -
Dividends (Note 7) RE(H:27) - - (18600)  (18600)
Total transactions with equity holders ~ BREREREANRFEE
for the period - 8,543 (27)43) (18,600)
At 30 June 2019 (unaudited) 1#2019%6 308 (XEEH) 62,000 34,203 71810 20878 (1759) 306,640 499,772
AREEEZEREMRAF

2020F FF B4
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ERGEEE R ER

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

Attributable to equity holdes of the Company

ARTRBRAAES
Share Share Capital Statutory  Translation ~ Share option  Accumulated
capital premium reserve reserve reserve reserve profits Total
Rx  BROEE  EARE  GERE  BERE  BRERE  ZHEA Eh
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TER TEn TER Tén TER Tén TER
(Note17)  (Note18(a)) ~ (Note18(b))  (Note18(c))  (Note18(d))  (Note18(e))
() (hee)  (MEee)  (WiEwe)  (WEsd))  (HE8E)
At1 January 2020 (audited) R202051518 (8%4) 62,000 34,203 71,810 23,994 (16,283) - 355,501 537,225
Profit for the period BrET - - - - - 5,556 5,556
Other comprehensive Eth2E (FR) /Wit -
(loss)/income:
Item that may be reclassified #3285 En2 Bl
subsequently to profit or loss
Exchange difference on AHERER
consolidation - - - (11,496) - - (11,496)
Total comprehensive HN2E(BE)/ises
(loss)/income for the period - - - (11,496) - 5,556 (5,940)
Transactions with equity holders:  EEZREANRS |
Recognition of equity-settled TNEREER
share-based payment expenses  IRIABIE K
(Note 19) (Hst9) - - - - 1317 - 1317
Dividends (Note 7) RE(Wi7) - - - - - (9,300 (9,300)
Total transactions with equity BREERFEANRSEE
holders for the period - - - - 1311 (9,300) (7923)
At30 June 2020 (unaudited) 1202096 A30R (REEH) 62,000 34,203 71,810 3,99 @119 131 351,757 523,362
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

FAGREREERER

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

Six months ended 30 June

HZE6H30BNEA
2020 2019
2020 F 20194F

(unaudited) (unaudited)
(REEXR) (REHEZ)

Note HK$'000 HK$'000
B TEx FET
OPERATING ACTIVITIES REEH
Cash generated from operations KEMERE 20 27,002 203,779
Income tax paid EFEH (203) (28,595)
Net cash from operating activities RETEHMERESTE 26,799 175,184
INVESTING ACTIVITIES RETER
Interest received =S 185 348
Proceeds from disposal of property, HEME - ME NMERE
plant and equipment FriS 5818 - 246
Purchase of property, plant and BEME - BB MEE
equipment (27,503) (34,002)
Purchase of financial assets at fair BEZRAREFABRN
value through profit or loss TREE (732) (731
Net cash used in investing activities REEEFTARES FHE (28,050) (34,139)
FINANCING ACTIVITIES RESEE
Inception of interest-bearing SIAGTEERK
borrowings 128,688 m, 771

Repayment of interest-bearing
borrowings
Repayment of payables for

BIET B ERK

i
I

ik
B

BIEENAERETIZFR

(58,741) (168,804)

construction in progress (9,964) (6,371)
Repayment of lease liabilities BEHEARE (16,194) (13,328)
Interest paid SEREAINS (2,727) (3,358)
Net cash from (used in) financing BMEEE B (FFA)

activities REFE 41,062 (80,090)

AEEEEZERERAD T
2020F R HRSR S
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
AR ERERER

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

Six months ended 30 June

HZE6H30BNEA
2020 2019
2020 F 20194F

(unaudited) (unaudited)
(REEXR) (REHEZ)

HK$'000 HK$'000
FHET FET
Net increase in cash and cash equivalents HeRBRESEEYIENFE 39,811 60,955
Cash and cash equivalents at the beginning HHBEERRESEEY
of the period 85,567 61,414
Effect on exchange rate changes ERSFHTE (662) 197)
Cash and cash equivalents at the end MREERASEEY
of the period, represented by bank BIRITHBR RS
balances and cash 124,716 122,172
Analysis of the balances of cash and RERBESEEBNERDIWN
cash equivalents
Bank balances and cash WITHEB LIRS 124,716 122,191
Bank overdrafts RITEX - 19)
124,716 122,172
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

1. GENERAL INFORMATION AND BASIS OF

PRESENTATION

Tian Chang Group Holdings Ltd. (the “Company”) was
incorporated as an exempted company with limited liability
in the Cayman Islands on 26 April 2017 and its shares are
listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 8 March 2018. The
registered office of the Company is situated at Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands. The Company's principal place of business is
situated at Unit 6, 13/F, Block B, Hoi Luen Industrial Centre, 55
Hoi Yuen Road, Kwun Tong, Kowloon, Hong Kong.

The principal activity of the Company is investment holding.
The Company together with its subsidiaries (hereinafter
collectively referred to as the “Group”) is principally engaged
in manufacturing and sales of electronic cigarettes products
("e-cigarettes products”) and medical consumable products,
and providing integrated plastic solutions in Hong Kong and
the People’s Republic of China (the “"PRC").

The unaudited condensed consolidated financial statements
for the six months ended 30 June 2020 (the “Interim Financial
Statements”) have been prepared in accordance with the Hong
Kong Accounting Standard 34 “Interim Financial Reporting”
("HKAS 34") issued by the Hong Kong Institute of Certified
Public Accountants (the "HKICPA") and the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on the Stock Exchange.

The preparation of the Interim Financial Statements in
conformity with HKAS 34 requires the management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets and
liabilities, income and expenses on a year to date basis. Actual
results may differ from these estimates.

1.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

1. GENERAL INFORMATION AND BASIS OF 1. —RERE 25 EHE »)

PRESENTATION (conTINUED)

The Interim Financial Statements include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position and
performance of the Group since 31 December 2019, and
therefore, do not include all of the information required for full
set of financial statements prepared in accordance with the
Hong Kong Financial Reporting Standards (“HKFRSs") which
collective term includes all applicable individual HKFRSs, Hong
Kong Accounting Standard ("HKASs") and Interpretations
issued by the HKICPA. They shall be read in conjunction with
the Group's audited financial statements for the year ended 31
December 2019 (the “2019 Financial Statements”).

The Interim Financial Statements have been prepared on the
historical costs basis except for financial assets at fair value
through profit or loss (“FVPL") which are measured at fair
value, and presented in Hong Kong dollars ("HK$"), which
is the same as the functional currency of the Company, and
rounded to the nearest thousands unless otherwise indicated.

At 30 June 2020, the current liabilities of the Group exceeded
its current assets by approximately HK$78,425,000 (37
December 2019: HK$52,908,000).

At 30 June 2020, the Group had unutilised banking facilities
of approximately HK$204,121,000 (37 December 2019:
HK$237,517,000).

30 Tian Chang Group Holdings Ltd.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

1. GENERAL INFORMATION AND BASIS OF

PRESENTATION (conTINUED)

The management of the Company is of the opinion that,
taking into account the confirmed credit commitments from
financial institutions and internal financial resources of the
Group, the Group has sufficient working capital for its present
requirements. Hence, the Interim Financial Statements have
been prepared on a going concern basis. Should the Group
be unable to operate as a going concern, adjustments would
have to be made to write down the value of assets to their
recoverable amounts, and to provide for any further liabilities
which might arise. The effect of these adjustments has not
been reflected in the Interim Financial Statements.

The Group applied the following accounting policies which
became relevant to the Group in the current interim period.

Share-based payment transactions

Equity-settled share-based transactions

The Group's employees, including directors, received
remuneration in the form of share-based payment transactions,
whereby the employees rendered services in exchange for
shares or rights over shares.

The fair value of services received determined by reference
to the fair value of share options granted at the grant date
is expensed on a straight-line basis over the vesting period
or is recognised as an expense in full at the grant date when
share options granted vest immediately, with a corresponding
increase in equity.

1.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

1. GENERAL INFORMATION AND BASIS OF 1. — REBRREFHNEE &)

PRESENTATION (conTINUED)
Share-based payment transactions (Continued)

Equity-settled share-based transactions (Continued)
When share options are exercised, the amount previously
recognised in share option reserve will be transferred to share
premium. When the share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be transferred
to retained profits/accumulated losses, where appropriate.

Equity-settled share-based payment transactions with parties
other than employees are measured at fair value of the goods
or services received, except where the fair value cannot be
reliably estimated, in which case they are measured at fair
value of the equity instruments granted.

The accounting policies and methods of computation applied
in the preparation of these Interim Financial Statements are
consistent with those applied in preparing the 2019 Financial
Statements, except for the adoption of the new/revised HKFRSs
that are effective from the current period as set out below:

Revised Conceptual Framework

RIS )

DEREENRORS &)
BB R TTIE R - T BB A
HERROSBEEBEARMKE -
THEERCIE R 57 B B B B sk R
fE % BB ARITE - BRI
BEERINSBESBARE S
A, 2R (WEE)

ELfE B LAGN N THETTH) LARE 25 45
BRI R 5 1% i W B B a2k
RGN RAREFE  BRIFAAEE
AR SR ERIBERT - BliRE
BRhga TR RAAERFE °

RAEZETHRMERERAERNES
AR LT R IR ERE2019F 8
BHRRAAE B ERABEAH
IR BN N HIRET BRI BB
MR EERIRY

Nl

Revised Conceptual Framework for Financial Reporting

RIEFTHLRIER BT B IRE R SESR
Amendments to HKASs 1and 8 Definition of Material
BRGHEREIRRESR ZIEF] BRZEE

Amendments to HKFRS 3 Definition of a Business
BEMBRELNEIR 2 E5] RBEE

Amendments to HKAS 39, HKFRSs 7 and 9 Interest Rate Benchmark Reform
BB GTERIFE3 - BEMKRELR Pl EAE e

FTHRRFEIFRZIER]

The Group has not early adopted any new/revised HKFRSs that
have been issued but are not yet effective. The management
does not anticipate that the adoption of these new/revised
HKFRSs in future periods will result in substantive changes to
the Group's accounting policies and material impact on the
financial position, financial performance and cash flow of the
Group.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

2. SEGMENT INFORMATION

Information reported to the executive directors of the
Company, being identified as the chief operating decision
makers ("CODM"), for the purposes of resource allocation and
assessment of segment performance focuses on types of goods
delivered. No operating segments identified by the CODM have
been aggregated in arriving at the reportable segments of the
Group.

Specifically, the Group's reportable and operating segments
are as follows:

1) E-cigarettes products segment: manufacture and sales of
e-cigarettes products;

2) Integrated plastic solutions segment: manufacture and
sales of moulds and plastic products; and

3) Medical consumable products segment: a new business
segment set up and engaged by the Group during six
months ended 30 June 2020 for the manufacture and
sales of medical consumable products.

Segment revenue and results

Segment revenue represents revenue derived from
manufacturing and sales of e-cigarettes products, moulds and
plastic products and medical consumable products.

Segment results represent the gross profit less selling and
distribution costs incurred by each segment without allocation
of other income, fair value gain on financial assets at FVPL,
administrative and other operating expenses, finance costs and
income tax expenses. This is the information reported to the
CODM of the Group for the purposes of resource allocation
and performance assessment.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERmE MWK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

2. SEGMENT INFORMATION (conTINUED)

Segment revenue and results (Continued)

2. DEER @

P L6 Y E S (C)

The followings are analysis of the Group's revenue and results ITAEREEAREREE DI
by reportable and operating segments: Wes REEDT -
Integrated Medical
E-cigarettes plastic  consumable
products solutions products Total
. £l9:3:d
EFRER BRAR BEEES @t
(unaudited)  (unaudited) (unaudited) (unaudited)
(RBER) (REER) (REER)  (REER)
HK$'000 HK$'000 HK$'000 HK$'000
THET TERT TET TET
Six months ended 30 June 2020  EZE2020F6330H LN A
(unaudited) (REER)
Segment revenue AU 172,422 116,147 4,737 293,306
Gross profit EF 40,366 26,330 2,019 68,715
Selling and distribution costs SHERDHA o (3,648) (1,514) (5,162)
Segment results DHEE 40,366 22,682 505 63,553
Unallocated income and expenses A7 HMARE
Other income Hip A 2,385
Fair value gain on financial assets BORETNERNEHERE
at FVPL A ElE a1
Administrative and other operating ~ {TEI M EMELH T
expenses (56,336)
Finance costs B (4,455)
Profit before tax B A A 5,568
Income tax expenses FIEMEY (12)
Profit for the period HRE R 5,556
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

2. SEGMENT INFORMATION (conTINUED) 2. DEER @)
Segment revenue and results (Continued) DM R R EE )
Integrated Medical
E-cigarettes plastic ~ consumable
products solutions products Total
—Blrz
ETREM BRAAR BEHERES st

(unaudited)  (unaudited)  (unaudited)  (unaudited)
(REEER) (REER) (REER)  (REER)
HK$'000 HK$'000 HK$'000 HK$'000
THT FHET T THT

Six months ended 30 June 2019 HZ2019%6830A1LMEA

(unaudited) (REER)
Segment revenue AEplEs 467,453 199,218 - 666,671
Gross profit EH 119,190 43,126 - 162,316
Selling and distribution costs HERDHEEAE - (6,351) - (6,351)
Segment results NEER 119,190 36,775 - 155,965
Unallocated income and expenses A BMARES
Other income HiA 3,765
Fair value gain on financial assets BROAEFABRNEREE

at FVPL INREL € 123
Administrative and other operating TR R H & EH T

expenses (66,997)
Finance costs BTSN (4,893)
Profit before tax BREALR R 87,963
Income tax expenses FIERAY (22,044)
Profit for the period s 65,919
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B E M BHRR M

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

2. SEGMENT INFORMATION (conTinueD) 2. TEPER )
Segment assets and liabilities PTHEEREE
Integrated Medical
E-cigarettes plastic ~ consumable
products solutions products  Unallocated Total
-ElEE
ETEER BAsR  BEHEER FAE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TAL TEL TEL TEL
At 30 June 2020 (unaudited) 202056 A30 F (REEH)
Assets EE
Reportable segment assets ARENTEE 82,310 396,827 26,881 503537 1,009,555
Liabilities af
Reportable segment liabilities ARENTBEE 69,017 54,688 2127 360,361 486,193
Other information EfER
Capital expenditure ERRY 164 14,035 15,339 20,001 49,539
Depreciation nE 1,604 18,015 194 2,488 22,301
Research and development expenses HERY 321 4,743 1213 - 9,167
At 31 December 2019 (audited) #2019512 8318 (£5%)
Assets BE
Reportable segment assets TRERHEE 110,933 427,708 - 434,888 973,529
Liabilities af
Reportable segment liabilities BEER RN 60339 57,984 - 317,981 436,304
Other information HitEH
Capital expenditure EXRX 2922 89,338 - 56,714 148,974
Depreciation il 3769 29,530 - 5261 38,560
Loss on disposal of property, LENE  BERRERE
plant and equipment 1 150 - - 151
[nventories written-off T - 1525 - - 1525
Research and development expenses R 2,460 4821 - - 7281
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

2. SEGMENT INFORMATION (conTinueD) 2. 7EER )

Segment assets and liabilities (continued) PTHWEEREBE®

For the purposes of monitoring segment performance and TJfE{FT’Iﬂ“ﬁj\ﬁB?\%iﬁ&% o EHEEIR

allocating resources between segments: mE :

«  segment assets include certain property, plant and s DEHEBERESETWME - J*};E';
equipment, inventories and trade and bills receivables. L& FERE S EWR
Other assets are not allocated to operating segments as MEWEE - E'ﬁﬂé%i"]ﬂi
these assets are managed on a group basis; and e eEani  RZEEER

SEEEER K&

* segment liabilities include trade payables and contract s DHEEREESIENFRER
liabilities. Other liabilities are not allocated to operating AEHMEGE - EMAEHARDE
segments as these liabilities are managed on a group basis. EEEDT FZETaEERSE

B EEEE -

Geographical information i EE R

The following table sets out information about the geographical TREIEBAEEDE BEL

location of the Group's property, plant and equipment HE([HEEIERHEEWIBUE

(“specified non-current assets”). The geographical location HER - 5 IERBEENMIBAL

of the specified non-current assets is based on the physical BTN EENEBRME BIKIE -

location of the assets.

Specified non-current assets EBEFRBEE

At At

30 June 31 December

2020 2019

R20205F 20194

6H30H 12H31H

(unaudited) (audited)

(RBEZ) (F&EZ)

HK$'000 HK$'000

FET THET

Hong Kong HB 4,865 5,151
The PRC H 630,030 615,874
634,895 621,025
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

2. SEGMENT INFORMATION (conTinueD) 2. ZEBE R @)
Geographical information (Continued) HEER @
Information about the Group's revenue from external BEANEFBIINSZEWZEHERTY
customers is presented based on the location of customers. BEEFPHUEZRY -

Six months ended 30 June

BHZ6H30RL~EA
2020 2019
20204 20194F
(unaudited) (unaudited)
(REEZ) (REEZ)
HK$'000 HK$'000
FET FHETT

Revenue from external customers REHIREFHWRE

The United States of America EFERE BEH 68,070 68,996
The PRC s 70,271 138,143
The United Kingdom HE 17,164 435,769
Hong Kong BB 10,688 16,828
Netherlands AT 123,674 3,803
Others Hit 3,439 3,132
293,306 666,671
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

2. SEGMENT INFORMATION (CONTINUED) 2. DEER @

EREXEEFNER
HZE2020F K%2019%6 A30H It
NE A ERME NEE AR EE10% K
A EMBEBNFBNT

Information about major customers
Details of the entities individually accounting for 10% or more

of aggregate revenue of the Group during the six months ended
30 June 2020 and 2019 are as follows:

Integrated Medical
E-cigarettes plastic consumable
products solutions products Total
—BiEE
EFEEM BRAAE  BREER @zt
(unaudited) (unaudited) (unaudited) (unaudited)
(REEX) (REER) (REEK) (REEH)
HK$'000 HK$'000 HK$'000 HK$'000
TET TER THET FET
Six months ended 30 June 2020 #2020 6A30R 1L
~MEA
Customer A and its affiliated EPAREEEAR
companies 172,422 3,499 - 175,921
Customer B and its affiliated RPBRHEB AT
companies - 39,650 - 39,650
172,422 43,149 - 215,571
Six months ended 30 June 2019 & Z2019%F6H30H It
~MEA
Customer A and its affiliated RPAREBB AR
companies 467,044 3,180 - 470,224
Customer C and its affiliated BPCREBBE QR
companies - 84,099 - 84,099
467,044 87,279 - 554,323
AREEERERA T
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ERmE MWK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

3. REVENUE

Six months ended 30 June
HZ6H30HILAREA

2020 2019
20204 20194
(unaudited) (unaudited)
(REBEZ) (REEEZ)

HK$'000 HK$'000
FHET FET
Revenue from contracts with customers BERMEREERFEISHE
within HKFRS 15 REEFEHNKE
Sale of e-cigarettes products HESFEER 172,422 467,453
Sale of moulds and plastic products HEBEAERBRR R 116,147 199,218
Sale of medical consumable products HEBEEREM 4,737 -
293,306 666,671
The revenue from contracts with customers within HKFRS 15 is SRR EERFEISTHERE R
based on fixed price and recognised at a point in time. SN ERIZE EBRTETR

%*H%%Eﬁggfm °

4. OTHER INCOME 4. HEgA
Six months ended 30 June
B Z6H30HILAEA

2020 2019
2020 20194
(unaudited) (unaudited)
(REEZ) (REEZ)
HK$'000 HK$'000
FET FET
Bank interest income SRITHBULA 185 348
Exchange gain, net PE 5 U 5558 - 1,121
Government grant R #6 Bh 179 -
Rental and utilities recharge income HERKEEBREBWA 405 879
Sales of scrap materials EERIHE 689 610
Sundry income AT PN 927 807
2,385 3,765
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5. PROFIT BEFORE TAX

This is stated after charging (crediting):

R AR S M R R EE

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

5. BRBLATE=A
BB R (B A) T5IEEFE -

Six months ended 30 June

HZE6A30HLEAEA
2020 2019
20204 20194

(unaudited) (unaudited)
(REEEZ) (REEEZ)

Finance costs
Interest on interest-bearing borrowings
Interest on payables for construction
in progress
Interest on lease liabilities

FEfERZ TR

HEREBENE

SIEHFE

HK$'000 HK$'000
FHERT FHET
2,727 3,358
389 446
1,339 1,089
4,455 4,893
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B4R S M WK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

5. PROFIT BEFORE TAX (conTINUED)

5. BRFADRF )

Six months ended 30 June

BZ6H30HLXMEA
2020 2019
2020F 20194
(unaudited) (unaudited)
(REBEZ) (RigE=Z)
HK$'000 HK$'000
FHET FAT
Staff costs, including directors’ emoluments EIRAX (BIFEEMHE)
Employee benefits expenses REEFAX 48,085 91,258
Discretionary bonus BB TEAL - 9,456
Contributions to defined contribution M) E RE L TR IRET B R
retirement schemes 2,354 10,033
Share-based payment expenses & 17 B <& 3 25 1,179 -
51,618 110,747
Other items Hing |
Cost of inventories FERAK 224,591 504,355
Depreciation (charged to “cost of goods WE GTAEmEERA]
sold” and “administrative and other RIITB R Mg LY
operating expenses”, as appropriate) (e F)) 22,301 18,108
Exchange loss (gain), net b e (s ) F5 1,470 a,12m
Loss on disposal of property, HEWE  BELREESE
plant and equipment - 280
Share-based payment expenses to eligible  BREBIINEERSEE Y
participants other than employees B 1 B < AR AR 198 -
Research and development expenses e 9,167 3,348

42 Tian Chang Group Holdings Ltd.
Interim Report 2020



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

6. TAXATION 6. BiE

Six months ended 30 June
BZ6A30HLA<EA
2020 2019
20204 20194
(unaudited) (unaudited)
(REBER) (REsEZ)

Note HK$'000 HK$'000
M5 FH&xT FHET

Current tax B HA i 18
Hong Kong Profits Tax BEEBNEH 2,362 5,099
PRC Enterprise Income Tax Bt ZE TSR - 28,485
2,362 33,584

Deferred tax IEAER IE
Changes in temporary differences ERF L= REH) (988) (M,326)
Benefit of tax losses recognised BHERTIREE 2 2k (1,362) (214)
16 (2,350) (11,540)
Total income tax expenses FriSHiF sz 4258 12 22,044
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RIS M MR

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

6. TAXATION (conTiNuED) 6. Bl )

The Group's entities established in the Cayman Islands and
the British Virgin Islands are exempted from income tax,
respectively.

For the six months ended 30 June 2020 and 2019, the
assessable profits of a Hong Kong incorporated subsidiary of
the Group (as elected by the management of the Group) are
subject to the two-tiered profits tax rates regime that the first
HK$2 million of assessable profits will be taxed at 8.25%, and
assessable profits above HK$2 million will be taxed at 16.5%.
The Hong Kong Profits Tax of other Hong Kong incorporated
subsidiaries of the Group is calculated at 16.5% of their
respective estimated assessable profits for the six months
ended 30 June 2020 and 2019.

The Group's entities established in the PRC are subject to
Enterprise Income Tax of the PRC at a statutory rate of 25%
for the six months ended 30 June 2020 and 2019.

DIVIDENDS

As approved by the shareholders’ meeting held on 28 May
2020, the Company determined to pay a cash dividend for
the year ended 31 December 2019 of HK1.5 cents for every
ordinary share amounting to approximately HK$9,300,000 (37
December 2018: HK$18,600,000) out of retained earnings of
the Company. The 2019 dividend had been distributed to the
Company's shareholders on 10 July 2020.

The Board of the Company has resolved not to declare an
interim dividend for the six months ended 30 June 2020 (30
June 2019: interim dividend of HK1.5 cents per ordinary share
totalling approximately HK$9,300,000).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

8. EARNINGS PER SHARE 8. ZkER
Basic =9I
The calculation of the basic earnings per share is based on BRERBFTIERRK QRIS
profit attributable to the equity holders of the Company and BAEGERNEEHABETEBR
the weighted average number of ordinary shares in issue during INHEFE G EETE -
the period:

Six months ended 30 June

HZE6A30HLE~EA
2020 2019
20204 20194

(unaudited) (unaudited)
(REEEZ) (REEEZ)

HK$'000 HK$'000
FH&xT TFET
Profit for the period attributable to AAFIERFAA
equity holders of the Company FE (L HA 79 % 5,556 65,919
'000 '000
TR Fix
Weighted average number of ordinary M EEBRERZFIH
shares for the purpose of basic TEAR NRE
earnings per share 620,000 620,000
Basic earnings per share (HK cents) FRREARZEF GBI 0.90 10.63
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B4R S M WK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

8. EARNINGS PER SHARE (conTINUED) 8. BRERN »
Diluted s

The calculation of the diluted earnings per share is based on
profit attributable to the equity holders of the Company and
the adjusted weighted average number of ordinary shares
assuming conversion of all potential dilutive ordinary shares.

As detailed in Note 19 to the Interim Financial Statements, on 13
May 2020, the Company granted 37,840,000 share options to
eligible participants resulting in potential dilutive ordinary shares.

FREERNTDENRR RS

B ARG R L 8B E BN

‘v—“iﬁ%(ﬁr (BRAABCEHEE
BROER) -

SN R B RS SRR M R 19 BT aFat
M2020%E5 138 - AR FIAEE
K2 HER 37,840, ooof\ﬁ%ﬂxﬁé

MmELBESELR
Six months ended 30 June
B Z6H30HILAEA
2020 2019
2020 20194
(unaudited) (unaudited)
(REEZ) (REEHEZ)
HK$'000 HK$'000
FHET FAET
Profit for the period attributable to RARERFE A
equity holders of the Company FEAG HAR & ) 5,556 65,919
'000 '000
T T
Weighted average number of ordinary et EERERZFIH
shares for the purpose of basic TmARNRE
earnings per share 620,000 620,000
Effect of deemed issue of shares under WAR BIRE A A PR
the Company's share option scheme FrEIEITIRO R
(Note) (Btat) 110 -
Weighted average number of ordinary Tt E SR ERTIM
shares for the purpose of diluted TR NRE
earnings per share 620,110 620,000
Diluted earnings per share (HK cents) FlEERF (GBI) 0.90 10.63

Note: For the six months ended 30 June 2020, the computation of diluted
earnings per share does not assume the exercise of the second
tranche of share options granted by the Company because the
exercise price of those share options was higher than the average
market price of the Company'’s shares.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

9. PROPERTY, PLANT AND EQUIPMENT 9. Y% - MERZE
Machinery
Right-of-use Leasehold Furniture and and Motor Construction
assets  Buildings improvements fixtures  equipment vehicles  Computer inprogress Total
LEVLIES FiR

feREEE L 53 i BERE BERRG hE BE EEIR it
HKS000 ~ HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000  HKS000  HKS$'000
TR TR TEx  TEx  TEx  TEx  TEn  TExn  TEn

Unaudited AEEH
Reconciliation of carrying FEEZHE-
amount - six months ended §22020%

30 June 2020 6A30B1t~ER

At1January 2020 202051518 135687 225014 80,480 19880 101402 4,684 5,667 a8m 621,025

Additions HE 4519 - 4,104 n 24,567 - - 16,277 49,539

Transfers gz 15,837 - 5587 - (14,329) - - (7,095) -

Depreciation it (7,344) (2438)  (249) (1923) (6,632) (1,045) (425) - (22,301)

Exchange realignments EfE% Qo) (4,685 (1,720) (503)  (2,350) (24) (4 (1058  (13368)

At30 June 2020 #2020%6A308 15785 217,895 85,953 17526 102658 3615 5128 56335 634,895

Audited HE=4

At1January 2020 R2020F1A18

Cost i 159393 244599 99,004 205 269036 13219 10553 80m 873067

Accumulated depreciation ZiriTE (3706)  (19585)  (18524) 0172 (167634) (853%)  (48860) - (2504
35687 225014 80,480 19880 101402 4,684 5,667 /M 62025

Unaudited FEEY

At30 June 2020 R2020%6 330

Cost i 72661 239492 106578 8444 271851 12283 10374 56335 898,018

Accumulated depreciation Z:HE (26,376) (21597)  (20,625) (10918) (169,193 (8,668) (5,246) - (263123)

145,785 217,895 85,953 17,526 102,658 3,615 5128 56335 634,895
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

10.FINANCIAL ASSETS AT FVPL 10. 2R REFABEZNEH
gE
At At
30 June 31 December
2020 2019
1R2020F 20194
6H30H 12A31H
(unaudited) (audited)
(REER) (182 %)
Note HK$'000 HK$'000
B aE FET FHET
At fair value RAORE
Non-current: FEmED -
Unlisted investments - key FEMERE-—TEERE
management insurance contracts RERE 4 10(a) 29,262 28,419
Current: mE
Derivatives not designated as WIEIETE RE P TER
hedging instruments - Cross PMETAE-RXE
Currency Swap (“CCS") BH([ZXE®I=E])  10(b) 123 -
29,385 28,419
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

10.FINANCIAL ASSETS AT FVPL (conTinueD) 10. 2R REFABEZNEH
10(a) Unlisted investments - key management VWA LTRE-—FEEEE
insurance contracts REEE
The fair value of the key management insurance contracts FTEEEEBRBRANNARLE
is determined by reference to the respective surrender T2 EREHRESRBEDH
cash value of each insurance contract at the end of HEARREBESEST NHEE
the reporting period, which is primarily based on the AERNBEBEEEEAENERIFTAR
performance of the underlying investment portfolio REZERZRE  SENT
together with the guaranteed minimum returns, ranging 2% ZE3.9% 2 (2019F12 A
from 2% to 3.9% per annum (37 December 2019: ranging 31H : H#FNF2%E3.9%2
from 2% to 3.9% per annum). &) °
The movement of the key management insurance FTEEEERRAONETS D
contracts is analysed as follows: T
At At
30 June 31 December
2020 2019
R2020F 20194
6 H30H 12A31H
(unaudited) (audited)
(RBEZ) (fEHE:Z)
HK$'000 HK$'000
FHET FAT
At the beginning of the reporting period 7 ¥R 25 Bi4]) 28,419 26,841
Additions NE 732 731
Fair value changes recognised RIBRERN AR B S
in profit or loss 298 847
Exchange differences PE 5 Z R (187) -
At the end of the reporting period Rk HIR 29,262 28,419
The key management insurance contracts are pledged TEEEBRRALNCEEIE
as collateral for the Group's interest-bearing borrowings BAREBE#423,549,000F T
amounting to approximately HK$23,549,000 (37 (2019412 A31H : 31,070,000
December 2019: HK$31,070,000). BIT)ET BERREMS -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B4R S M WK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

10.FINANCIAL ASSETS AT FVPL (conTiNUED)

10(b) Derivatives not designated as hedging
instruments - CCS
The derivatives represent an United States Dollars
("USD")/Euro forward contract and an USD/Renminbi
("RMB") forward contract entered with a bank for the
exchange of USD with Euro and RMB in an aggregate
amount of USD 2,708,000 (equivalent to approximately
HK$21,041,000), which are expiring on 31 August 2020
and 4 December 2020 respectively. The objective of
these derivatives entered into by the Group is to mitigate
the currency exposures arising from the future capital
expenditure and operation funding. The derivatives are
not qualified for hedge accounting and the corresponding
changes in fair values have been recognised in profit or
loss. During the six months ended 30 June 2020, gain on
change in fair value of the CCS in an aggregate amount of
approximately HK$123,000 was credited to profit or loss
(six months ended 30 June 2019: Nil).

Details of the fair value measurement are included in
Note 23 to the Interim Financial Statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

11. TRADE AND OTHER RECEIVABLES N. EZRHEMEBEWRKIE
At At
30 June 31 December
2020 2019
1202045 20194
6H30H 124318
(unaudited) (audited)
(REEER) (T %)
Note HK$'000 HK$'000
M5 FET FAET
Trade receivables B HEWRFIE
From third parties ERE=F 92,154 125,345
Loss allowance SRR (4,507) (4,568)
11Ca) 87,647 120,777
Bills receivables EWEE 11(b) 7,638 2,655
Other receivables HihEW IR
Deposits e 350 391
Prepayment for insurance RERTEN FR1E 3,093 3,150
Prepayment for utilities KEBTBNFE 7,770 5,354
Prepaid expenses, other deposits ~ FEfMFISz « Hfbig s
and other debtors T E il i U AR SR 34,718 21,038
45,931 29,933
141,216 153,365

AREEEZERBRAE 51
2020F FF B4



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

N EZREMEWRTEE @
() ?é BE=FNEZERR

11. TRADE AND OTHER RECEIVABLES (conTiNUED)

11(a) Trade receivables from third parties

The Group applies the simplified approach to provide
the expected credit loss prescribed by HKFRS 9, which
permits the use of life time expected loss provision for
trade receivables. The loss allowance of approximately
HK$4,507,000 at 30 June 2020 (37 December 2019:
HK$4,568,000) was mainly and specifically resulted
from a customer against whom the Group was in a legal
action to recover the trade debt due to the Group.

The Group grants credit period up to 90 days to its
customers upon the issuance of invoices.

The ageing of trade receivables, net of loss allowance, by

REBEBEABY S REE
BIB9S FT#R E W RS 1L 7 A5 5t
TEHEEBEELEE - &R
FERATHE S EIRGIEF A
B FEMNTEEEEREE - 1
20206 A30H » EEBEY
4,507,000 7T (2019412 A 31
H :4,5680008T)xE KA
BBEANAEEAKE FER AR
SEEFEBMEEFEIUARE
TEMEFPFTE °

AREREAZRRARER
BE RS0 RMEER -

REZBHE DB E ZRUK
)

invoice date is as follows: H (MK BERE) MR
T~

At At
30 June 31 December
2020 2019
#2020 R20194F
6 A30H 12H318
(unaudited) (audited)
(RBEX) (JeH=:=Z)
HK$'000 HK$'000
FET FET
Within 30 days 30 58,346 64,603
31to 60 days 31260H 17,874 47,555
61to 90 days 61290 H 4,373 4,578
91 to 180 days 912180 H 2,933 2,600
Over 180 days 180 B A 4,121 1,441
87,647 120,777

The Group does not hold any collateral over its trade
receivables. The trade receivables are non-interest
bearing.

At 30 June 2020, amount of approximately
HK$3,786,000 (37 December 2019: HK$4,234,000)
included in the trade receivables were in connection with
factoring arrangements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M R R EE

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

11. TRADE AND OTHER RECEIVABLES (conTiNUED)

11(b) Bills receivables
The bills receivables are denominated in RMB, interest-
free, guaranteed by banks in the PRC and have maturities
of less than six months from the end of each reporting
period.

12. TRADE AND OTHER PAYABLES

NEZREMEWRTE

k) FE W R %
EURZBEAARE;E &
B HPEMRITERERS
HEMARERT /N E A A BIE

12.E5 REAMWENRKIE

At At
30 June 31 December
2020 2019
1202045 20194
6H30H 12A31H
(unaudited) (audited)
(REER) (FT%)
Note HK$'000 HK$'000
M5 FET FET
Trade payables B ENRIE
To third parties ERE=F 12(a) 94,068 118,323
Other payables Hith e IR
Contract liabilities EH8aE 31,764 10,767
Deferred government grant PEIE BT A 2,679 565
Dividend payable FERT AR B 9,300 -
Salaries payable ERHe 29,382 54,279
Other accruals and other creditors H b fETE A M H b
FERTBR K 27,477 27,662
100,602 93,273
194,670 211,596
AREEERERA T
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA
1R2.EGRHEMEBEMNRE
20 E 5 BN RIE

RMmEHR  EREZAHI
7 EE 5 A SRR AR . 0 A 10

12. TRADE AND OTHER PAYABLES (conTinueD)

12(a) Trade payables
At the end of the reporting period, the ageing analysis of
the trade payables based on invoice date is as follows:

T
At At
30 June 31 December
2020 2019
R2020F 20194
6H30H 12HA31H
(unaudited) (audited)
(RRER) (182 %)
HK$'000 HK$'000
FET FAET
Within 30 days 30HA 63,424 37,761
31to 60 days 31260 H 12,191 47,219
61to 90 days 61290 H 8,240 24,924
Over 90 days 90 B M E 10,213 8,419
94,068 118,323

BHRNRENEER BB
90H -

The credit period on trade payables is up to 90 days.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

13. PAYABLES FOR CONSTRUCTION IN PROGRESS

Payables for construction in progress represent the amounts
payable to the constructors in respect of the construction of
the production plants located in the PRC which the payment
terms are unsecured, interest-free and repayable from one
to four years since its inception. The amounts represent the
present value of the invoiced amounts at effective interest
rate of 4.75% at the end of the reporting period (37 December
2019: 4.75%).

14.INTEREST-BEARING BORROWINGS

The secured bank borrowings are wholly repayable within
seven years since its inception. At 30 June 2020, the secured
bank borrowings carried weighted average effective interest
rate of approximately 3.87% (31 December 2019: 4.18%) per

annum.

At 30 June 2020, the bank borrowings are secured by:

(i) buildings and right-of-use assets in respect of the prepaid
land lease payments with aggregate net carrying amount
of approximately HK$259,341,000 (37 December 2019:
HK$196,310,000);

(ii) key management insurance contracts with fair value
of approximately HK$29,262,000 (37 December 2019:
HK$28,419,000), as set out in Note 10(a) to the Interim
Financial Statements;

(iii) trade receivables in connection with factoring arrangement
of approximately HK$3,786,000 (37 December 2019:
HK$4,234,000), as set out in Note 11(a) to the Interim
Financial Statements; and/or

(iv) certain machinery and equipment with aggregate net
carrying amount of approximately HK$8,273,000 (37
December 2019: HK$4,915,000).

B.ENERZIERE

FENEREIRFBERTRHERY
EREMETABNRIEA - THE
FhEEE B RABAERERY
—ZENFREE - ZEFEERR
HEHRAERFEA.75% (2019 F
12H31H :4.75% )T {EH 3 EEEIR
g -

ATEER

BEHRMIRITEREESRBRTEF
AEEERE - N2020F6 A30H -
BRBIRITERIZNEFEHERT
MZEL3.87%(2019F12 318 -
4.18%)aT 8. °

M2020F6 A308 - RITEFRIIH
LA IR

() BREMEFEEA £47259,341,000
BIL(2019F 12 H31H :
196,310,000 70 ) IIEF KB
RN LHEAERNERES
=

(i) R 1E#X29,262,000%8 T
(2019412 A31H : 28,419,000
BT)NEZTZEBEEBRRA
4 (H A B 75 3R K BT 5
10(a)) :

(iii) #93,786,000/8 7T (2019 F 12 A
31H :4,234,000% 7T ) SR IE
ZHB BN E 5 RIGRIE (FR
RERRF SRR EE11()) - &S
o

(iv) BREFE A 478,273,000 7T
(20194125318 4,915,000
JEIT ) B3 T AR B a5 A -

AEEEEZERERAD T
2020F R HRSR S
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B4R S M WK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

15.LEASE LIABILITIES

The Group leased various lands, machinery and equipment and
properties for its daily operations with initial lease terms range
from 2 to 50 years (31 December 2019: ranging from 2 to 50
years). At 30 June 2020, the weighted average discount rate
of the Group was 3.32% (37 December 2019: 3.73%).

15.HE8E6

REBGEAREERAANE THE - 1#
WREEARYE  NEBRENT2E
S0F 2B (2019F12 8318 : N F2F
507 f) ° ¥2020F6 A30H A&
B mpniEFH AR K B3.32% (2019 F
12H31H :3.73%) °

Present value of

Lease payments lease payments
HEAK HERARHRE
At At At At
30 June 31 December 30 June 31 December
2020 2019 2020 2019

R2020F 72019F R2020F 72019%F
6A30H 12A31H 6A30H 12H31H
(unaudited) (audited)  (unaudited) (audited)
(REEER) (&&= %) (REEER) (&%)
HK$'000 HK$'000 HK$'000 HK$'000

TET THL THT THL
Amounts payable: JERTFR

Within one year —FHR 32,568 24,863 30,648 22,737

In the second to fifth years inclusive E-EERF
(BEEEME) 51,585 41,519 49,720 39,754
84,153 66,382 80,368 62,491
Future finance charges RREE Y (3,785) (3,891) - -
Total lease liabilities BHESE 80,368 62,491 80,368 62,491
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BEZER=g by

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

16.DEFERRED TAXATION 16.EFERIH

At At

30 June 31 December

2020 2019

720204 20194

6 A30H 124318

(unaudited) (audited)

(REEZ) (T i%)

HK$'000 HK$'000

FHExT FET

Deferred tax assets RIETIAE &= 1,454 1,238
Deferred tax liabilities FEERIAEE (6,077) (8,515)
Net deferred tax position ERER B FEE AR (4,623) (7,277)

The movements in the Group's net position of deferred tax are REEREHIBFEAMANESNAT -

as follows:

Timing

differences

on income

and expenses

(including

depreciation)
Tax losses recognised Total

B

L ON:LEFT

(BB
BEER HEZEH wet
HK$'000 HK$'000 HK$'000
TAT FTET T
At 1January 2019 2019F1A1H 2,818 (15,567) (12,749)
Income tax (expenses) credit e (A% (1,615) 6,662 5,047
Exchange difference MW =% 61) 586 425
Deferred tax assets (liabilities) EXERIBEE (BEF) 1,042 (8,319) (7,277)
Offsetting HiH 196 (196) -

AREEZERERDT 57
2020F R HRSR S



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

16.DEFERRED TAXATION (CONTINUED) 16 EEFIE (&
Timing
differences
on income

and expenses

(including
depreciation)
Tax losses recognised Total
=R
WA X
(BREFE)N
RESR BEZESE Fohy
HK$'000 HK$'000 HK$'000
FHET FHET FHET
At 31 December 2019 (audited) 2019412 A318 (KE#%) 1,238 (8,515) (7,277)
At 1 January 2020 2020F1A1H 1,238 (8,515) (7,277)
Income tax credit FiisHiEe 1,362 988 2,350
Exchange difference MEN ZE (133) 437 304
Deferred tax assets (liabilities) RIEHRBEEE (BE 2,467 (7,090) (4,623)
Offsetting H i (1,013) 1,013 -
At 30 June 2020 (unaudited) 7202056 4308 (REEHK) 1,454 (6,077) (4,623)

The tax losses included in deferred tax assets arising at the end STABRERIBEEMNNSRERRESE
of each reporting period can be offset against future taxable MIIEEE - YR EBNE A RA R
profits of respective subsidiaries. IR FE AR F 8 o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

17.SHARE CAPITAL 17. R 7
At 30 June 2020 At 31 December 2019
(unaudited) (audited)
#2020F6 A30H 2019512 318
(REER) (lE&R&)
No. of shares No. of shares
4 & E BreEE
'000 HK$'000 ‘000 HK$'000
T TER Fik THL
Authorised: BE
Ordinary shares of HK$0.1 each BREBIATAL AR 2,000,000 200,000 2,000,000 200,000
Issued and fully paid: BRTRHE
Ordinary shares of HK$0.1 each FREEIB KT AR 620,000 62,000 620,000 62,000

AREEEZERBRAE
2020F FF B4
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

18.RESERVES 18.1# &

18) IR 17 1% (B

18(a) Share premium

Share premium represents the excess of the net proceeds
from issuance of the Company's shares over its par
value. Under the laws of the Cayman Islands and the
Company’s Articles of Association, it is distributable to
the Company's shareholders provided that the Company
is able to pay its debts as they fall due in the ordinary
course of business.

18(b) Capital reserve

The capital reserve represents the waiver of the
amount due from the Group granted by the controlling
shareholder in prior years and the aggregate amount of
the nominal value of the issued/registered capital of the
entities now comprising the Group less consideration
paid to acquire the relevant interests (if any).

18(c) Statutory reserve

As stipulated by the relevant laws and regulations for
enterprises incorporated/established in the PRC, the
Group's subsidiaries in the PRC are required to maintain
certain statutory reserves. The statutory reserve can be
used to make up for losses, expand the existing operation
and convert to additional capital.

18(d) Translation reserve

The translation reserve comprises all foreign exchange
differences arising from the translation of foreign
operations for consolidation.

18(e) Share option reserve

Share option reserve represents the fair value of share
options granted to employees and non-employees and is
dealt with the accounting policy as set out in Note 1 to
the Interim Financial Statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

19.SHARE OPTION SCHEMES

The Company has adopted a share option scheme (the “Option

Scheme"”) pursuant to a resolution passed on 28 May 2019.

The major terms of the Option Scheme are summarised as

follows:

(a)

(b)

(©

The purpose of the Option Scheme is to provide an
incentive for eligible participants to work with commitment
towards enhancing the value of the Company and the
shares for the benefit of the shareholders of the Company
and to retain and attract persons whose contribution are
or may be beneficial to the growth and development of the
Group.

The eligible participants of the Option Scheme include:
(a) any executive director, or employee (whether full
time or part time) of the Group or any entity in which the
Group holding any equity interest (“Invested Entity”); (b)
any non-executive director (including independent non-
executive directors) of the Group or any Invested Entity;
and (c) any non-employees (including but not limited
to supplier, customer, consultant, adviser, contractor,
business partner or service provider of the Group or any
Invested Entity) in the absolute discretion of the board of
directors in the determination of who has contributed or
will contribute to the Group.

The maximum number of shares which may be allotted
and issued upon exercise of all outstanding share options
granted and yet to be exercised under the Option Scheme
and any other share option scheme of the Group shall not
exceed 30% of the issued share capital of the Company
from time to time.

19. 08 ik fEst 8l

AABBIRENR 20195 A28
BERBZRREMNT —HBRETE
([FERRERTEl]) - BARETEINE
ZEFR AT

(a) BB ENENEHBEE
RBEERING T AABK
RAMAMBI AR F R H R
MWEER  ARBERBRSIEE
REAEERERRERSE MK
AIREBMIAL ©

(b) BEEFENEERZEER
o (QAREIAEEFAH
TR AN ERER (TR
BEERBDNEIARTEFLE
B (TwmazBaRE)  (b)X
SEXEMREERNEM
FMTER(BEBIIFNT
5% ROEFEHEMERTE
B MEBUREEARCKE
R EEAEEFELFROE
EES (BRETRNAEE
SEMREEENHER &
F - #%#@E  BE - &8R-
EBEH ARG HER)

(o) REBERESERAEE M
H b B AR &1 M M R 1T
1 RFITHEA 2 AR LT
FRRrERERETHRSR
MEE  THEBBARATTH
BEITIRABIZ30% °

AEEEEZERERAD T
2020F R HRSR S
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

19.SHARE OPTION SCHEMES (CONTINUED)

(d)

(e)

)

(g)

(h

The total number of shares which may be allotted and
issued upon exercise of all share options to be granted
under the Option Scheme and any other share option
scheme of the Group must not in aggregate exceed 10%
of the total number of shares in issue as at the date of
adoption of the Option Scheme.

The total number of shares issued and which may fall to be
issued upon exercise of the share options granted under
the Option Scheme and any other share option scheme
of the Group (including both exercised or outstanding
options) to each participant in any twelve-month period
shall not exceed 1% of the issued share capital of the
Company for the time being.

There is no minimum period required for the holding of a
share option before it can be exercised.

A share option may be exercised at any time during a
period to be determined by the directors, the period may
commence on a day after the date upon which the offer for
the grant of share options is made but shall not be later
than ten years from the date of grant of the share option
subject to any provisions for early termination thereof.

Upon acceptance, the eligible participant shall remit
HK$1.00 to the Company as consideration for the grant.
The acceptance of a share option, if accepted, must be
made within 21 days from the date of the offer of grant of
the share option.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

19.SHARE OPTION SCHEMES (CONTINUED)

(i) The exercise price of a share option shall not be less than
the highest of:

(i) the closing price of the share of the Company as
stated in the Stock Exchange's daily quotations on the
date of the offer of the grant;

(ii) the average closing price of the share of the Company
as stated in the Stock Exchange's daily quotations for
the five trading days immediately preceding the date
of the offer of the grant; and

(iii) the nominal value of the share of the Company.

(j> The Option Scheme will expire on 27 May 2029.

During the year ended 31 December 2019, no share options
were granted, exercised, cancelled, lapsed or forfeited. As at 31
December 2019, there was no outstanding share option.

On 13 May 2020, options to subscribe 37,840,000 ordinary
shares were granted to several eligible participants including
employees and non-employees under the Option Scheme at
an exercise price HK$0.355 per share. The validity period
of the share options is ten years from the date of grant (i.e.
from 13 May 2020 to 12 May 2030), of which 50% of the
share option was exercisable and vested on the date of grant
and the remaining 50% of the share options shall be vested
and exercisable from 13 May 2021 to 12 May 2030. Eligible
participants are not required to complete a specified period
of service before becoming unconditionally entitled to those
equity instruments.

19. B AR AE S B

(i) BRENTEETIBERNKT

REE

() REZBHEBBIAEA
WE XTI A QR
T E

(iD BEERHELNH AR AHE
RPZBBXMEARER
RATSIR AR AR T 55
WmE: &

(i) XA RO EE ©

() BT EIE 202995 327
B e

HE2019F12A3BILFE - #E
BRECERDH  171# &8 X
MEEUL o 7R2019F12 A318 - 1
B ARITE R ERRAE -

M2020F5 138 - IRIEBEBIRAERT
EmETAERL2RE (BEREE
NIERE)E L 5REE37,840,000
REBRAOBRE TEERER
A& 15 0.35578 7 - BARE 2 B K
ABEFHHEBREF 1 F (B12020F
5A13HZ2030F5A12H) » &
50% KB AR A R 1 B B A] T 171
K SRB - MER T 50% R BB AL HE A5 1
2021513 E2030F5H12H
BERUTIIE AER2HEEE
BAUEEKRMEEZEZRSERATA ZA]
FERK R R ARTSER o

AEEEEZERERAD T
2020F R HRSR S
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
RIS M MR

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

19.SHARE OPTION SCHEMES (conTinuED) 19. B R T &l )
Details of the movements of share options during the period HREREZ SEFHEENT

are as follows:

For the six months ended 30 June 2020 EZ2020%F6 A30H L@ A
Number of share options
ERE"A
Cancelled/
Exercise Outstanding Exercised lapsed/ Outstanding  Exercisable
Date of grant of priceof  Exercise period at1January  Granted during during  forfeited during ~ at30June  at30 June
share options  share options  (both dates Inclusive) 2020 the period  the period the period 2020 2020
#2020 20205 #2020%
BREZ 1A1H BREE/  6A30A  6A30R
REBRERSD fkE RS (RREERE) HALTE BrRY  BRaR X/RM BRAE TF6E
Directors 13 May 2020 0.355  Exercisable in two tranches from - 14,020,000 - - 14,020,000 7,010,000
% 2020555138 13 May 2020 to 12 May 2030
E202055513A%2030F
SARBATEGE
Employees 13 May 2020 0.355  Exercisable in two tranches from - 19,900,000 - - 19,900,000 9,950,000
&8 2020555138 13 May 2020 to 12 May 2030
B2020%5 A13A£2030
SANAAMAGR
Non-employees 13 May 2020 0.355  Exercisable in two tranches from - 3,920,000 - - 3920,000 1,960,000
FEE 202055313 13 May 2020 to 12 May 2030
H2020%5A13AZ2030F
SANAAMEGR
Total - 37,840,000 - - 31,840,000 18,920,000
b
Weighted average exercise 0.355 0.355 0.355
price (HK$)
METHEE (Br)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M R R EE

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

19.SHARE OPTION SCHEMES (CONTINUED)

The fair value of the share options on the date of grant is
approximately HK$2,550,000. During the six months ended 30
June 2020, the Group recognised approximately HK$1,377,000
(six months ended 30 June 2019: Nil) as the equity-settled
share-based payment expenses.

The fair value of share options on the date of the grant is
estimated by using the Binomial Model with the following

parameters:

Grant date =t
Exercise price 1I{EfE

Risk-free rate 7 3 b ) R
Expected volatility* SERED
Expected dividend yield* TR EARR S M a

The expected volatility is with reference to historical price volatilities
of the share price of the Company and companies of the similar
business nature, adjusted for any expected changes to future volatility
due to publicly available information. Expected dividends are based
on historical dividends. Changes in the subjective input assumptions
would materially affect the fair value estimate.

19. BB IR E )

BEREAREEBHNRARENA
2,550,000 7T ° #lE2020F6 A
30BLEAEAR AEBEHERY
1,377,000% 7T (L 2201946 A30
HIEANEA - B)RAEREED
DB E A o

BREARL BN AAENBRA
FRANT28M BRI GES
H o

13 May 2020
20205 H13H
HK$0.355
0.3557% 7T
1.02%

36.206%
5.607%

* RHREDESEARBREBITE
U AR ERE L RS - I
AR 7 5 R A SR R ) e

BEAREE - TBHABBEERRZE
BRH DA EBHERERTE -

AREEERERA T
2020F FF B4
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B4R S M WK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

20. CASH GENERATED FROM OPERATIONS 20. REMBHREE
Six months ended 30 June
BZ6H30HLXMEA
2020 2019
2020F 20194
(unaudited) (unaudited)
(REBEZ) (RigE=Z)
HK$'000 HK$'000
FHET FAT
Profit before tax BR 35 A F) 5,568 87,963
Depreciation e 22,301 18,108
Interest income FLEMA (185) (348)
Fair value gain on financial assets at FVPL  #EZ AR EFT AEZH
SREEARENR 421) (123)
Finance costs BA SR A 4,455 4,893
Loss on disposal of property, HEWE  BEX
plant and equipment HEE1E = 280
Exchange differences fE R A= 2,975 (4,253)
Share-based payment expenses A& 1 B <& A 25 1,377 -
Changes in working capital: EEESE
Inventories 58 4,154 5578
Trade and other receivables B 5 KkEMEWRFIA 9,657 153,045
Trade and other payables B 5k EMERFUR (22,879) (61,364)
Cash generated from operations KESIRE 27,002 203,779
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R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

21.RELATED PARTY TRANSACTIONS

In addition to the transactions/information disclosed
elsewhere in the Interim Financial Statements, during the six
months ended 30 June 2020 and 2019, further information of
the related party transactions is set out below.

(a) Transactions between the group entities have been
eliminated on consolidation and are not disclosed. During

2Q1.EBHBARS

BrrR BRBF M5 3R R E b 5 PR I BB
MRS,/ BRI HE2020F %
2019%F 6 A30H LN A - BRI
AR SHE—SEREINNT -

(a) EEERENZSHENE
HIEHAWKRIETE - HE2020F

the six months ended 30 June 2020 and 2019, the Group K 2019 6 A30 B IE/~E A -
had the following significant transactions with related AEBEHBEIBEATEAR
parties. Z
Six months ended 30 June
BZ6A30HLAEAR
2020 2019
2020F 20194F
(unaudited) (unaudited)
(RRER) (RggER)
Related party relationship Nature of transaction HK$'000 HK$'000
B ER REME FERT THBT
Company controlled by the Rental payments (Note)
controlling shareholder MEIH (HaE)
P P A A SR A% il 2 ) 297 288

Note: During the six months ended 30 June 2020 and 2019, rental
payments were charged by CDN Holdings Limited to the Group
on premises rented.

st B E2020%F %2019 6 A
30HIEANER - BEMK
Ti AN AR A A
R A AR E B ULER -

AEEEEZERERAD T
2020F R HRSR S
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B4R S M WK

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

21.RELATED PARTY TRANSACTIONS (CONTINUED)

(b) Remuneration for key management personnel (including
directors) of the Group:

Q1. AR S @)

b)) AEETEEEAB(BRE

F)RFE -

Six months ended 30 June

BZ6A30HLAEAR
2020 2019
2020F 20194F
(unaudited) (unaudited)
(REEER) (RE8EZ)
HK$'000 HK$'000
FET FHET
Salaries and allowances e Mk 5,084 6,962
Discretionary bonus BB TEAT - 9,456
Share-based payment expenses A% 1 B < A AR 837 -

Contributions to defined contribution [ B FURIK
retirement schemes ST a7 53
5,968 16,471
22. MAJOR NON-CASH TRANSACTIONS 2.FTEFRERSH

The followings set out the major non-cash transactions during
the period:

During the six months ended 30 June 2020, the Group incurred
additional payables of approximately HK$3,074,000 (six
months ended 30 June 2019: HK$8,832,000) to constructors
and suppliers for the addition of property, plant and equipment.

During the six months ended 30 June 2020, the Group entered
into lease arrangements in respect of certain machinery and
equipment with a total capital value at the inception of the
leases of approximately HK$17,857,000 (six months ended 30
June 2019: Nil).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R AR S M B R M

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

22, MAJOR NON-CASH TRANSACTIONS (conTINUED)

During the year ended 31 December 2019, the Group accrued
payables for construction in progress of approximately
HK$12,920,000 for purchase of certain machinery and
equipment. Such payables for construction in progress were
replaced by inception of lease during the six months ended 30
June 2020.

During the six months ended 30 June 2020, the Group
incurred imputed interest expenses in respect of the payables
for construction in progress of approximately HK$389,000 (six
months ended 30 June 2019: HK$446,000), which were not
settled and were credited to the payables for construction in

progress.

During the six months ended 30 June 2020, the Group entered
into lease arrangement in respect of a leased property with a
total capital value at the inception of leases of approximately
HK$1,105,000 (six months ended 30 June 2019: Nil).

During the six months ended 30 June 2020, the Group incurred
imputed interest expenses in respect of the leased assets of
approximately HK$1,339,000 (six months ended 30 June 2019:
HK$1,089,000).

During the year ended 31 December 2018, the Group accrued
other liabilities of approximately HK$4,000,000 for purchase
of certain machinery and equipment. Such other liabilities were
replaced by inception of finance leases during the six months
ended 30 June 2019.

2.FTEFRERF @

HE2019F12A8318LEFE + K
SEABER THEBEEEMEE
FET 32 T2 518 4912,920,000%8
JC ° B ZE2020F 6 A30H 1E/A A
A ZEEMERIRREERA
SR/ AT o

HE2020F6 A30H 1ENEA -
REERENTREIBEREES
M ERH A B2 4389,000% T
(B ZE2019F 6 H30H1E XA -
446,000/87C) + ZEF) B M4
B WEFABNERZIERIEA -

HZE2020%F 6 A30B 1E/NER - &K
SEREEMETIYHERTY - M
E 4R E ZR{E(E 491,105,000 7T
(B Z2019F6 A30H I 1B A -
F) o

HZE2020F6 A30HIENEA -
AEEGRHEEEEENESNE
7 2 #1,339,0008 7T (B £2019F
6 H30 HIEN1EA 1,089,000%
JT) °

HZE2018F12A31BIEFE - K
SEABEES THBERENEE
HihBE#4,000,00087T - HE
2019F 6 H30B IENEA - %%
Hta B XN s EME &K AT E
Ko
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Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

23. FAIR VALUE MEASUREMENTS

The following presents the assets and liabilities measured at
fair value or required to disclose their fair value in the Interim
Financial Statements on a recurring basis across the three levels
of the fair value hierarchy defined in HKFRS 13 “Fair Value
Measurement” with the fair value measurement categorised in its
entirety based on the lowest level input that is significant to the
entire measurement. The levels of inputs are defined as follows:

* Level 1 (highest level): quoted prices (unadjusted) in active
markets for identical assets or liabilities that the Group
can access at the measurement date;

* Level 2: inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either
directly or indirectly;

* Level 3 (lowest level): unobservable inputs for the asset or
liability.

a) Assets and liabilities measured at fair value

23. A REFTE

AT TH IR BB 0 15w & 2RI 551358
[AAEHEIMAEZARE=ME
BRENARNAEFEHAREE
EENPHPBERREEALELZ
BENBE  MAREBEFENER
HERBITEFEATZEZHERA
BABIBEERSE - HABERE
BAERT -

- FER(&EAH)  AEH
EERTESHNEREER
BERREMS 2 RE CREHR
)

- BERCBREEAMERE
ZHmEAN - BEHBENE
EREZRAIBRE 2B ABE

- FDER(RERR)  BEX
BEZEIEREARE

a) ULAREFENEERSE
&

At
At 31 December
30 June 2020 2019
#2020F A20194F
6H30H 12A318
(unaudited) (audited)
(RBER) (L81Z)
Level 2 Level 3 Level 3
EZER BZER E-ER
HK$'000 HK$'000 HK$'000
FTET TET FHET
Assets measured at fair value URAETENEE
Financial assets at FVPL BRREFABRD
CRIEE
- Unlisted investments —FEMERE
- key management insurance —FEEBRAR
contracts (Note 10) REAL (B1EE10) - 29,262 28,419
- CCS (Note 10) — RXE®&=H (Ff10) 123 - -
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GEzES=

ISR MIEE

Six months ended 30 June 2020 #;Z2020%F6A30H IE7~EA

23. FAIR VALUE MEASUREMENTS (conTINUED)

a)

b)

Assets and liabilities measured at fair value
(Continued)

During the six months ended 30 June 2020 and year
ended 31 December 2019, there were no transfers between
Level 1, Level 2 and Level 3 fair value measurements.

23.

a)

s
URREFENEERE
)

(&
HZE2020F6 A30H LA
AREZE2019F12A3181EF
E BB F_ERESE
—EBRARBENECHTERE
ﬁéo

/

Jlﬂ?r

=
==N

P
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Six months ended 30 June

BZ6A30HL~<EA
2020 2019
20204 20194
(unaudited) (unaudited)
(REEX) (REEEZ)
HK$'000 HK$'000
FHET FHT
Total unrealised gain recognised RIBRERHAREIE
in profit or loss ek 4ass 421 123
Note: BtaE -

(i) The fair value of the key management insurance contracts is
determined by reference to the surrender cash value, which is
primarily based on the performance of the underlying investment
portfolio together with the guaranteed minimum returns, reported
by the bank on a regular basis.

(ii) The fair value of the CCS is determined by reference to the
quoted prices reported by the bank on a regular basis.

Assets and liabilities with fair value disclosure,
but not measured at fair value

All other financial assets and liabilities including trade and
other receivables, trade and other payables, bank balances,
interest-bearing borrowings, payables for construction in
progress and lease liabilities are carried at amounts not
materially different from their fair values at the end of the
reporting period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BE Sk e

Six months ended 30 June 2020 #;Z20204F 6 A30H 175 EA

24. COMMITMENTS 24,754
Capital expenditure commitments B RIE
At At
30 June 31 December
2020 2019
12020F 20194
6 A430H 12A318
(unaudited) (audited)
(RBE%) (f&H==Z)
HK$'000 HK$'000
FET FHET
Contracted but not provided net of REEIRINNEETH
deposits paid for construction BAREHSE(HRIED)
in progress 118,504 141,328

25,

26.

THE IMPACT OF THE COVID-19

After the outbreak of Coronavirus Disease 2019 (“COVID-19")
in early 2020, a series of precautionary and control measure
were and continue to be implemented across Hong Kong and
the PRC. The Group's factories located in Huizhou, the PRC
experienced certain weeks of production halt which resulted
in temporary suspension of production and late delivery of
certain products. Nevertheless, the Group did not experience
significant delay on the collection of trade receivables. Given
the uncertainty in the changing market and economic condition
related to COVID-19 pandemic, the Group will continue to
monitor the development of COVID-19 and evaluate the nature
and extent of the impact to the financial performance and
financial position.

APPROVAL OF THE INTERIM FINANCIAL
STATEMENTS

The Interim Financial Statements were approved by the board
of directors on 28 August 2020.
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