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CORPORATE INFORMATION

REGISTERED OFFICE

71 Fort Street

PO Box 500

George Town

Grand Cayman KY1-1106
Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF BUSINESS IN

THE PRC

No. 5 Xinliu West Road
Huangpu Town
Zhongshan
Guangdong Province
The PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
5/F., 349 Hennessy Road

Wanchai

Hong Kong

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Appleby Global Services (Cayman) Limited

71 Fort Street

PO Box 500

George Town

Grand Cayman KY1-1106

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong
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CORPORATE INFORMATION

INDEPENDENT AUDITOR

Moore Stephens CPA Limited
Registered Public Interest Entity Auditor
801-806 Silvercord, Tower 1

30 Canton Road, Tsimshatsui

Kowloon, Hong Kong

HONG KONG LEGAL ADVISER
King & Wood Mallesons

13/F, Gloucester Tower

The Landmark

15 Queen’s Road Central

Cenftral, Hong Kong

PRINCIPAL BANKER

CMB Wing Lung Bank Limited

19/F, CMB Wing Lung Bank Building

45 Des Voeux Road Cenftral, Hong Kong

LISTING INFORMATION
The Company's ordinary shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (Stock Code: 301)

COMPANY'S WEBSITE

www.sanvo.com
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FINANCIAL HIGHLIGHTS

For the six months ended 30 June 2023, the Group's operating results

were as follows:

Total revenue increased by approximately 12.8% to
approximately RMB520.2 million (six months ended 30 June
2022: approximately RMB461.3 million).

Gross profit increased by approximately 20.4% to approximately
RMB156.2 million (six months ended 30 June 2022:
approximately RMB129.7 million).

Gross profit margin increased by approximately 1.9 percentage
points to approximately 30.0% (six months ended 30 June 2022:
approximately 28.1%).

Profit for the period attributable to owners of the Company
increased by approximately 103.4% to approximately RMB19.7
million (six months ended 30 June 2022: approximately RMB9?.7
million).

The Board did not recommend the payment of an interim

dividend for the six months ended 30 June 2023 (six months
ended 30 June 2022: Nil).
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW

SANVO Fine Chemicals Group Limited (the “Company”) and its
subsidiaries (collectively, the “Group”) is a well established fine
chemical products manufacturer based in the People’s Republic
of China (the "PRC"). The Group focuses principally on the
manufacture, research and development, and sale of a diversified
portfolio of fine industrial chemical products, which can serve a wide
range of purposes, including as hardware and building materials
and towards automotive maintenance. The Group's products can
be broadly categorised into the following segments: (i) aerosols, (i)
organic silicone adhesives, (iii) synthetic adhesives, and (iv) other
miscellaneous products such as architectural coatings, oil products,

wood paints and others.

The Group has two principal lines of business operations, namely the
manufacture and sale of fine industrial chemical products (i) under
the brands of “SANVO=H1" and “FullTeam3< H", and (ii) on an
original equipment manufacturing (“OEM”) basis whereby products
are manufactured in accordance with the customer’s design and

specification and are marketed under the customer’s brand name.

The Group recorded revenue of approximately RMB520.2 million
for the six months ended 30 June 2023 (six months ended 30 June
2022: approximately RMB461.3 million), representing an increase of
approximately 12.8% as compared to the corresponding period in
2022.

The gross profit of the Group for the six months ended 30 June 2023
was approximately RMB156.2 million (six months ended 30 June
2022: approximately RMB129.7 million, representing an increase of
approximately 20.4% as compared to the corresponding period in
2022.

The profit and total comprehensive income for the six months
ended 30 June 2023 attributable to owners of the Company were
approximately RMB19.7 million and RMB19.1 million, respectively
(six months ended 30 June 2022: approximately RMB9.7 million
and RMBé.1 million, respectively), representing the increases of
approximately 103.4% and 213.6%, respectively, as compared to the
corresponding period in 2022.

The basic earnings per share of the Company for the six months
ended 30 June 2023 was approximately RMB4.2 cents (six months

ended 30 June 2022: approximately RMB2.1 cents (restated)).
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MANAGEMENT DISCUSSION
AND ANALYSIS

As at 30 June 2023, the Group had 1,345 employees (31 December
2022: 1,252), including the executive directors of the Company. The
Group's fotal employee benefit expenses (including remuneration
of the Company’s director (“Directors”) and salaries in research
and development expenses) were approximately RMB77.8 million
for the six months ended 30 June 2023 (six months ended 30 June
2022: approximately RMB60.2 million). Employee benefit expenses
are comprised of (i) salaries, allowances and benefits in kind, (ii)

discretionary bonus and (iii) retfirement benefit scheme contributions.

In 2023, the management of the Group focused on the marketing
of major products and gross profit margin control. As a result, the
sales and gross profit of the Group in the first half of 2023 reached a
record high of approximately RMB520.2 million and RMB156.2 million,
respectively.

During the six months ended 30 June 2023, the Group’s major cost
increased was employees’ salary and welfare expenses, which
increased to approximately RMB77.8 million from approximately
RMB60.2 million for the corresponding period in 2022. The total
number of employees increased from 1,252 as at 31 December 2022
to 1,345 as at 30 June 2023, of which 70% were university graduates.
For the purpose of long-term future development, the Group is
gradually strengthening the quality of human resources and targeted

at increasing the number of sales centres, production centres and

fraining personnel.
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MANAGEMENT DISCUSSION
AND ANALYSIS

Market development and expansion

Apart from the expansion plan of our production site located at
Shazi Industrial Park, Minzhong Town, Zhongshan City, Guangdong,
the PRC (the "MV Production Site”), the Group has successfully
acquired the land use right of a piece of industrial land in Puyang
City, Henan Province through the acquisition of 100% equity interest
in Sanvo New Materials Group Limited (Formerly known as Dechem
Chemicals Holdings Limited) and its subsidiary (“Sanvo New Materials
Group”). The Group is intending to expand its market reach to
Central China in future taking info account the growth in domestic
provinces, raw materials reserve and geographical advantage in
logistic arrangements with distributors in Eastern, Northwest and
Northeast China.

A new enterprise resource planning (ERP) system has been put
into operation in phases. In addition to the general management
process, the system focused on strengthening online and offline
management and big data analysis, including customer relationship
management (CRM), product life cycle management (PLM), raw
material price analysis management, human resources management
(labelled talents profile management) and U Order (B2B sales

operation platform), etc.

The Group will confinue to focus on the development of (i) the
domestic sales network and overseas OEM customers; (i) the MV
Production Site development; (iii) market expansion in Central China
through Sanvo New Materials Group; and (iv) increase raw materials
reserve facilities and capacities in order to manage the pricing

fluctuation risk.

FINANCIAL REVIEW
Revenue

The total revenue of the Group amounted to approximately
RMB520.2 million for the six months ended 30 June 2023, representing
an increase of approximately 12.8% as compared to approximately
RMB461.3 million for the six months ended 30 June 2022.

Gross profit and gross profit margin

Gross profit of the Group amounted to approximately RMB156.2

million for the six months ended 30 June 2023, representing an

increase of approximately 20.4% as compared to approximately
RMB129.7 million for the six months ended 30 June 2022.
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MANAGEMENT DISCUSSION
AND ANALYSIS

The GPM of the Group increased from approximately 28.1% for
the six months ended 30 June 2022 to approximately 30.0% for the
six months ended 30 June 2023. The current raw materials price is
relatively stable during 2022 and six months ended 30 June 2023.

Other income and gains

Other income and gains of the Group decreased from
approximately RMB4.9 million for the six months ended 30 June 2022
to approximately RMB3.6 million for the six months ended 30 June
2023. The decrease was mainly attributable to the decrease in
exchange gain included in the line item of sundry income.

Selling and distribution expenses

Selling and distribution expenses of the Group increased from
approximately RMB60.2 million for the six months ended 30 June 2022
tfo approximately RMB71.6 million for the six months ended 30 June
2023. The increase was due to more marketing activities engaged
by the Group including advertising and promotion activities, and
increase in staff salaries and allowances (increase in number of
employees) in sales department.

Administrative expenses

Administrative expenses of the Group increased from approximately
RMB55.2 million for the six months ended 30 June 2022 to
approximately RMBé41.7 million for the six months ended 30 June
2023. The increase was mainly due to the increase in staff salaries
and allowances (increase in number of employees) in human
resources and other operation departments.

Finance costs

Finance costs of the Group decreased from approximately RMB5.1
million for the six months ended 30 June 2022 to approximately
RMB4.2 million for the six months ended 30 June 2023. The decrease
was mainly due to increase in interest capitalised into property, plant
and equipment.

Income tax expense

Income tax expense of the Group decreased from approximately
RMB4.4 million for the six months ended 30 June 2022 to
approximately RMB2.8 million for the six months ended 30 June 2023.
The decrease was mainly due to more tax deductible expenses

incurred in major profit making subsidiary.
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MANAGEMENT DISCUSSION
AND ANALYSIS

Profit for the period

The Group's profit for the six months ended 30 June 2023 was
approximately RMB19.7 million, representing an increase of
approximately 103.4% as compared to the profit for the six months
ended 30 June 2022 of approximately RMB9?.7 million.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital structure

The shares of the Company (the “Shares”) were successfully listed
(the “Listing”) on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 16 January 2020 (the “Listing
Date”).

Bonus Issue

The Company completed a bonus issue of Shares on 18 July 2023
and 42,750,000 bonus shares were allotted and issued by the
Company on the basis of one (1) bonus share for every ten (10)
existing Shares held by the qualifying shareholders on 11 July 2023
(the "Bonus Issue”). Details of the Bonus Issue were set out in the
circular of the Company dated 30 May 2023.

Liquidity and financial resource

The Group recorded net current liabilities of approximately RMB163.2
million as of 30 June 2023 (31 December 2022: net current liabilities
of approximately RMB153.5 million). The current ratio, calculated by
dividing the current assets by current liabilities, was approximately
0.64 as at 30 June 2023 (31 December 2022: approximately 0.67). The
decrease in current ratio were primarily due to decrease in cash and
cash equivalents.

The gearing ratio, calculated by dividing fotfal inferest-bearing
borrowings by equity of the Group, was approximately 0.92 as at 30
June 2023 (31 December 2022: approximately 1.02). The decrease in
gearing ratio was mainly attributable to the (i) decrease in overall
borrowings and (ii) increase in total equity as a result of profit for the
period of approximately RMB19.7 million recorded for the six months
ended 30 June 2023.

TREASURY POLICY

The Group has adopted a prudent financial management approach
towards its treasury policy. The board of the Directors (the “Board”)
closely monitors the Group's liquidity position to ensure that the
liquidity structure of the Group's assets and liabilities, and other
commitments can meet its funding requirements all the time.
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MANAGEMENT DISCUSSION
AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES
Price of raw materials

Our production process requires reliable and stable sources of large
quantities of raw materials from third parties. We generally maintain
a certain level of inventory of our raw materials for future production
or to meet future demand according to our production plan and
we do not have hedging arrangements against fluctuations in raw
material prices and therefore we bear the risks associated with raw
material cost fluctuations. The pricing of our raw materials is also
sensitive to supply disruptions, general economic conditions, and
many other factors that are beyond our control. We expect the
prices of some of our key raw materials may increase in the future.
If we are unable to reflect increases in the price of raw materials
efficiently or adequately in the selling prices of our products, our
cost base may increase, which may lead to a reduction in our GPM,
and the operating results for our products may be materially and

adversely affected.
Market risks

The market in which we operate is highly competitive and
fragmented. Competitive factors include product quality, price,
design and development capability, timely delivery, valuable
service, scale and capacity, and efficiency. We face competition
from existing and new players in the fine industrial chemicals
industry worldwide, including numerous manufacturers in the PRC
and elsewhere which offer similar fine industrial chemical products
at lower prices than we do, as well as other enterprises which offer
an increasing number of related products which could be used as

substitutes for our products.

We expect competition in our industry to intensify in the future.
There can be no assurance that we can stay competitive due to
improvements by our competitors or other factors. To compete
effectively, we may be forced, among other actions, to reduce
prices, provide more sales incentfives to customers and increase
capital expenditures in our labour force, property, plant and
equipment. Any intensification of the competition or failure by us to
compete successfully with our competitors could have an adverse
impact on the demand for, and pricing of, our products, and as
a result, could result in a reduction of our market share and have

an adverse effect on our business, financial condition, results of

operations and prospects.
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MANAGEMENT DISCUSSION
AND ANALYSIS

Compliance risks

Under relevant PRC laws and regulations, we are required to hold
various licences and permits in order to conduct our business. We are
also required to comply with applicable regulations and standards
in relation to our production and the quality of our products. These
registrations, licenses, permits and certificates may only be valid
for a limited period of fime and may be subject fo periodic reviews
and renewal by the relevant authorities. Failure to comply with
these laws and regulations, or the loss of or failure to renew our
licences and permits or any change in the government policies,
could lead to temporary or permanent suspension of some of our
business operations or the imposition of penalties on us, which could

adversely affect our results of operations and financial condition.
Interest rate risk

The Group's fair value interest rate risk relates primarily fto its fixed
rate bank deposits and borrowings. The Group currently does not use
any derivative contracts to hedge its exposure to interest rate risk.

Credit risk

The Group's maximum exposure to credit risk in the event of the
counterparties’ failure to perform their obligations at the end of each
reporting period in relation to each class of recognised financial
assets is the carrying amount of those financial assets stated in the
Group's condensed consolidated statement of financial position.

The Group's credit risk is primarily attributable to its frade, bills and
other receivables. In order to minimise the credit risk, the Group's
management continuously monitors the level of exposure to ensure
that follow-up action is taken fo recover overdue debfts. In this
regard, the Directors consider that the impact to the Group’s credit
risk is insignificant.

Liquidity risk

The Group's management monitors the Group's cash flow positions
on a regular basis to ensure the cash flows of the Group are closely

controlled. The Group aims tfo maintain flexibility in funding by

keeping committed credit lines available and issue of new ordinary

shares.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BORROWINGS AND PLEDGE OF ASSETS

As at 30 June 2023, the Group had interest-bearing bank borrowings
and other borrowings of approximately RMB220.6 million (31
December 2022: approximately RMB226.1 million). The interest rate of
the relevant borrowings was charged in the range of approximately
3.80% to 5.50% per annum for the six months ended 30 June 2023 (six
months ended 30 June 2022: approximately 3.80% to 6.45%).

As at 30 June 2023, a portion of the Group’'s bank deposits
amounting to approximately RMB23.5 million (31 December 2022:
approximately RMB31.3 million) were pledged as collaterals for,
amongst others, issues of bills payables for the Group's purchase
of raw materials, other credit facilities and guarantee to complete
construction work for the leasehold land acquired.

As at 30 June 2023 and 31 December 2022, the Group's interest-
bearing bank borrowings and other borrowings were secured by the
following assets:

BEREEERRA

RZBZ=FRA=1TH TEENHERITERRE
18 KA B AR 220,600,000t(ZE - —F+=A
=+—H8: AR 226,100,0007T) - BE_ZT_=%F
NAZTRIERER - BEERFES BIREN KON T
380%E550%T R (HME—FE - —FRA=THILRE
H : #)3.80% % 6.45%) °

RZZF-=ZFANA=1TH  AEENFDRITEROBA
R#23,500,000t(ZF-—F+-A=+—H: HHAR
#31,300,0007T) - EEEF R (AT BE) AEEETE
NRBEABERME - B EE RS EERTRBENHE
EhimETE -

REB_=FRNA=+BAR-ZFT-_—_F+-_A=+—8H"
REBZFRBRITEFANEMERA T EEERE
#

As at As at
30 June 31 December
2023 2022

R®

Property, plant and equipment

ERERE

Right-of-use assefs

RMB’000 RMB’000
AREFT ARETFT
49,893 33,664
80,551 81,733
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ADDITIONAL INFORMATION

REVIEW OF INTERIM FINANCIAL STATEMENTS

The Company has established an audit committee (the “Audit
Committee"”) with written terms of reference in compliance with
Rule 3.21 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rule”) and the Corporate Governance Code
as set out in Appendix 14 to the Listing Rules.

The Audit Committee comprises three independent non-executive
Directors, namely Mr. Yeung Chun Yue David (Chairman), Ir. Daniel
Lai and Mr. Xu Kai. The primary duties of the Audit Committee
are, among others, to review and supervise the Group's financial
reporting process and internal controls. In each Audit Committee
meeting, the Audit Committee was supplied with the necessary
financial information of the Group for members to consider, review

and access significant issues arising from the work conducted.

The unaudited condensed consolidated interim financial statements
of the Group for the six months ended 30 June 2023 has been
reviewed by the Audit Committee. The Audit Committee and the
management of the Company were satisfied that the Group's
unaudited condensed consolidated interim financial statements
were prepared in accordance with applicable accounting
standards and fairly present the Group’s financial position and
results for the period and that adequate disclosures had been made
according to the applicable rules and regulations.

INTERIM DIVIDEND

The Board did not recommend the payment of an interim dividend

for the six months ended 30 June 2023 (six months ended 30 June
2022: Nil).
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ADDITIONAL INFORMATION

CONTINGENT LIABILITIES AND LITIGATION

i)

On 20 October 2022, RILTIERRZETEERAA filed a civil
litigation claim against Guangdong Sanvo Chemical Industry
Technology Limited (“Guangdong Sanvo”), a subsidiary of
the Group, for the settlement of the expansion project sum of
RMB20,087,816 (including project sum and damages).

During the constfruction period, Guangdong Sanvo was in
the process of inspection and checkup, and discovered that
there were various non-compliance issues in design and serious
quality issues (including but not limited to steel bars, internal
walls, external walls, structural walls, roads, efc.), and therefore
filed a counter-lawsuit in the amount of RMB28,128,984
(including compensation, damages, operating losses, etc.) on
the date of first trial, 21 November 2022.

A qualified independent third party institution, which was
randomly assigned by the system on the approved vendor list
of the court, conducted a quality appraisal and submitted a
report (the “Inspection Report”) to the court on 5 July 2023,
which proved that the project did have serious quality issues.
The court is currently evaluating the case and preparing for
subsequent trial.

Given that the Inspection Report confirmed that there are
serious quality issues in the construction, therefore the Board is
of the view that no provision is necessary at this stage, and the

project does not affect the daily production and operation of

the Group.

Bt o0 &

FREERFAR

i)

RZBZZF+AZ+HPRILUTRREEIRER
ARRERIRRRAEERNEETRARER=_F{tT
MEERAR(IBER=ZMDRERERFRE &
BEAARY 20,087,816 T(BIEIRRMENT)

RIRETHRER=MEETRK LR TREEZ
BRATIRGFEZRITERIMNBEELERE(R
BETERRME - A SMe - &EBE- 8
) BHR-—BERBIZE-_—F+—A-+—
B)RBRERFR  SE/ARK28,128,9847T
(BEBED  BHEREEERXSE) -

CEREBUEZTHBET TEEETTR -
TCZFEATHERHRELT 7%5%(3%%%7/%%57‘5
75@ EEEBBE FRGHRERER) ([EERSE )

RZIEREFEREEEME  ERBERERE
EEME?A MR RERHRERE -

%F%Eﬁmm%ﬁlﬁﬁafﬁﬁigiﬁ%'
FEERRTRBRZEEBEBBHELERZIRETY
EAREEBFEEMERE -




16

RERRRE
Interim Report 2023

ADDITIONAL INFORMATION

i)

On 14 April 2023, R ILTEREZETIEFR R (the “Plaintiff”)
filed a civil lifigafion claim against the Group’s subsidiary MV
Production Site for a sum of RMB7,029,333 (including project
sum and damages) for the settlement of project payment.

The MV Production Site also filed a counter-lawsuit with an
amount of RMB13,397,000 (including compensation, damages
and operating losses, etc.) on 14 July 2023, the date of first
trial. The grounds for the counter-lawsuit was that during
the construction period, the Plaintiff had failed to fulfill the
commitment to complete the completion acceptance (fire
control, water and electricity, etc.), delayed the progress and
repeatedly suspended of work by various reasons to push for
advance payment of the construction; and refused to assist in
handling the property ownership certificate in violation of the
contract.

The Plaintiff applied to the court for withdrawal of the lawsuit
affer the first trial. The MV Production Site also withdrew
the counter-lawsuit on 18 August 2023. At this stage, the
frozen bank deposits of RMB5,122,635 (included in cash and
cash equivalents) and real estate warrants of RMB1,906,698
(included in right-of-use assets) will be released upon the

issuance of the ruling by the court.

Given that the Plaintiff has withdrawn the lawsuit, the Board is
of the view that no provision is necessary at this stage, and the
project does not affect the daily production and operation of
the Group.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is dedicated to reducing its impacts to the environment

from its factories and offices through mitigating the environmental

pollutions and utilising resource efficiently. The Group strives to

comply with related environmental laws and legislations,

and

continual improvement on its performance. For details, please refer

to the Environmental, Social and Governance Report for the year
ended 31 December 2022 issued by the Company on 28 March 2023

(the "Environmental, Social and Governance Report”).
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KEY RELATIONSHIPS WITH ITS EMPLOYEES, CUSTOMERS
AND SUPPLIERS

The Group strives to maintain a good relafionship with its employees,
customers and suppliers. For more details on how it creates a
motivated workplace for its employees, produce quality products
to satisfy its customers' expectations and establish long-term
relationships with its suppliers, please refer to the Environmental,
Social and Governance Report.

COMPLIANCE WITH LAWS AND REGULATIONS

During the six months ended 30 June 2023, the Group was not aware
of any non-compliance with any relevant laws and regulations that
has a significant impact on if.

FUTURE PLANS FOR MATERIAL INVESTMENTS

The Group will continue to invest in ifs development projects and
acquire suitable plant and machinery, as and when it thinks fit.
These investments will be funded by internal resources of the Group,
external equity financing and/or borrowings and net proceeds from
the share offer. Save as disclosed in the prospectus of the Company
dated 27 December 2019 (the “Prospectus”) and in this report, the
Group did not have any future plans for material investments as at

the date of this report.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

The Company is committed to maintaining a high standard of
corporate governance practices as we believe that effective
corporate governance practices are able to (i) enhance
management effectiveness and efficiency; (ii) increase the
fransparency of the Group; and (iiij enhance risk management and
infernal control of the Group, and are fundamental fo safeguarding
the interests of its shareholders and other stakeholders, and to
enhancing shareholder value.

In the opinion of the Board, throughout the six months ended 30

June 2023, the Company has complied with the code provisions (the
“Code Provisions") set out in the Corporate Governance Code under
Appendix 14 to the Listing Rules, except for the following deviation:
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Code Provision C.2.1 stipulates that the roles of chairman and
chief executive should be separate and should not be performed
by the same individual. Mr. Chen Binggiang (“Mr. Ernest Chen") is
the chairman of the Board and the chief executive officer of the
Company. In view of that Mr. Ernest Chen has been assuming day-
to-day responsibilities in operating and managing the Group, the
Board believes that with the support of Mr. Ernest Chen’s extensive
experience and knowledge in the business of the Group, vesting the
roles of both chairman and chief executive officer of the Company
in Mr. Ernest Chen strengthens the solid and consistent leadership
and thereby allows for efficient business planning and decision
which is in the best interest to the Group. The Directors consider
that the deviation from Code Provision C.2.1 is appropriate in such
circumstances. Notwithstanding the above, the Board is of the view
that this management structure is effective for the Group's operations
and sufficient checks and balances are in place. The Directors are
commifted fo achieving high standards of corporate governance
with a view to safeguarding the interests of the Company and its
shareholders as a whole. The Board will continue to review and
consider segregating the roles of chairman of the Board and the chief
executive officer of the Company at a time when it is appropriate
and suitable by taking info account the circumstances of the Group
as a whole.

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the model code as set out in Appendix
10 to the Listing Rules (the "Model Code”) to regulate the dealings of
the Directors in the Group's securities. Upon specific enquiries made
by the Company, all Directors have confirmed their compliance with
the Model Code during the six months ended 30 June 2023.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
SHARES

The Company had not redeemed any of its securities during the six
months ended 30 June 2023. Neither the Company nor any of its
subsidiaries had purchased or sold any of the Company's securities

during the six months ended 30 June 2023.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2023, the interests and short positions of the Directors
and chief executives of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")), which were required (a) to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they were taken or deemed to have under such
provisions of the SFO); or (b) to be and were entered in the register
required to be kept by the Company pursuant to section 352 of
the SFO; or (c) as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in Appendix 10 to
the Listing Rules, were as follows:

Relevant company
(including associated

Name of Director(s)/
Chief executive

Capacity/

nature of interest corporation)

EETHRASES

85/ BiEktE

Inferest of controlled
corporation
REE B ER

Mr. Chen Bingqgiang
(Note 2)
BRI 52 5 & (M7t 2)

Mr. Ng Cheuk Lun Beneficial owner N/A

(Note 3)

REMMEEMZ3) EalEaA TEA

Notes:

1. All the above Shares are held in long position.

2. Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang.
Mr. Chen Binggiang is deemed fo be interested in the 314,000,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.
Following the completion of the Bonus Issue and allotment and issue of
the bonus shares on 18 July 2023, the number of shares held by Sanvo
Fine Chemicals Limited was increased to 345,400,000 Shares. Mr. Chen
Binggiang is therefore deemed to be interested in the 345,400,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.

3. Following the (i) completion of the Bonus Issue and allotment and issue
of the bonus shares on 18 July 2023; and (ii) adjustments made to the
outstanding share options pursuant to the terms of the Amended 2019
Share Option Scheme, the number of underlying Shares that Mr. Ng
Cheuk Lun is interested in was adjusted to 4,400,000.

MR (BEEHLE)
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Sanvo Fine Chemicals Limited

Sanvo Fine Chemicals Limited

wiiz -

Approximate
percentage of
shareholding

Number in the total

Number of of the issued share
Shares underlying  capital of the
(Note 1) Shares Company
HEAT 2

K& &E ERTRA
(Hiaz1) HEROHE BORERSL
314,000,000 = 73.45%
- 4,000,000 0.94%

FRARARD AT REEE o
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT
POSITIONS IN SHARES OR UNDERLYING SHARES

As at 30 June 2023, to the best knowledge of the Directors, the
following inferests and short position of 5% or more of the issued
share capital of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section
336 of the SFO:

Name of shareholder(s) Capacity/nature of interest

RREE BB 59/ RutE
Sanvo Fine Chemicals Limited (Note 2) Beneficial owner
Sanvo Fine Chemicals Limited (#/z2) EREBA

Ms. Liang Yinsheng (Note 3) Interest of spouse
RPAE LT (M5t 3) [y e

Notes:
1. All the above Shares are held in long position.

2. Following the completion of the Bonus Issue and allotment and issue of
the bonus shares on 18 July 2023, the number of shares held by Sanvo
Fine Chemicals Limited was increased to 345,400,000 Shares.

3. Ms. Liang Yinsheng, the spouse of Mr. Chen Binggiang, is deemed to be
interested in the 314,000,000 Shares held by Mr. Chen Binggiang through
his controlled corporation, Sanvo Fine Chemicals Limited. Following the
completion of the Bonus Issue and allotment and issue of the bonus
shares on 18 July 2023, Ms. Liang Yinsheng is therefore deemed to be
interested in the 345,400,000 Shares held by Mr. Chen Binggiang through
his controlled corporation, Sanvo Fine Chemicals Limited.

Save as disclosed above, as at 30 June 2023, the Directors had not
been notified by any persons who had interests or short positions
in the shares or underlying shares which would fall to be disclosed
to the Company pursuant to Division 2 and 3 of Part XV of the SFO,
or as recorded in the register required to be kept by the Company

pursuant to Section 336 of the SFO.
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SHARE SCHEMES
Share Option Scheme

The Company adopted a share option scheme on 13 December
7 of
the Listing Rules taking effect from 1 January 2023, amended its
terms on 30 June 2023 (the "Amended 2019 Share Option Scheme”).
The principal terms of the Amended 2019 Share Option Scheme were

2019 and, in order to align with the amendments to Chapter 1

summarised in the circular of the Company dated 13 June 2023.

Details of the movements of share options granted, exercised,
cancelled or lapsed under the Amended 2019 Share Option Scheme
during the six months ended 30 June 2023 are as follow:

Exercise
Date of grant price Exercisable period

Position held
within the Group

RERBEENRN RtRH il

Mr.Ng Cheuk Lun  Execufive Directorand 29 March 2023 HK$1,234  From 29 March 2024
company secrefary to 28 March 2033
REREE HIESRAANE ZRZZEZACTAR 1234%T B-F-ME=A-ThAEE
“E-=F=A-fN\A
29 March 2023 HK$1,234  From 29 March 2025
to 28 March 2033
ZZIZESRCTAR 1.234%T B-B-R%=A-tNAE
“E-=F=A-fN\A
Certain employees  Employees of the Group 29 March 2023 HK$1,234  From 29 March 2024
to 28 March 2033
ATES T£ENES ZRZZEZACTAR 1234%T B-F-ME=A-ThAEE

e e |

HK$1,234  From 29 March 2025
to 28 March 2033
134T BZ%Z
“E-=F=A-fN\A

On 30 June 2023, a bonus issue on the basis of one (1) bonus share
for every ten (10) existing Shares held by the Shareholders whose
names appeared on the register of members of the Company on 11
July 2023 (the “Bonus Issue”) was approved by passing a resolution
by the Shareholders at annual general meeting of the Company,
and 42,750,000 bonus Shares were allotted and issued pursuant to

the Bonus Issue on 18 July 2023.

RFZAZTARE

Bt o0 &

B
BB
ARRRZZE-NF+ZAT=ARK—EBRETE

%?A5f7f_¢ A—BEEMN EMRAUFI7E
MR R-E_=F A=+ REFTEGER(EET
—E n¢%&&+gn RIEFT —F — N F BT
BN E2EFMINARR B R T - =F"A+=H
R K o

HE_Z-_=FNAZ+THIEXNEAR @ BELE
—NEBRETEIED
BT

s

SR e LT T

As ot Granted  Exercised  Cancelled Lapsed  Balance as

1 January during during during during ot 30 June
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Pursuant to the terms of the Amended 2019 Share Option Scheme, BIE&(&EET

TNEFBBAER B 25 - AIREITER

the Bonus Issue led to adjustments to the exercise price and the
number of the Shares which may fall to be issued upon exercise
of the outstanding share options. The exercise price of the share
options granted under the Amended 2019 Share Option Scheme and
the number of Shares to be allotted and issued upon full exercise of
the subscription rights attaching to the 19,680,000 outstanding share
options were adjusted in the following manner as a result of the

%‘Mﬂifﬁ%&rc‘nﬂiﬁﬁﬁ%ﬁﬁ%ﬁ%fﬂiﬂvﬂ?%ﬁZ%f’ﬁ% B
TEHRE - REQEF T NEREEABIRE ZBR
W2 AT1E (B 52 19,680,000 17 1 A 17 {5 B BCHE P B 7 2 330
B BIT RS TR H R EBIT 2R BB BALRETT
MIRIAT T AE

Bonus Issue:

Original exercise
price per Share

(HK$)

BREBRTEE

(&)

Before completion
of the Bonus Issue

original number of

Shares to be allotted

and issued upon
exercise in full of
the outstanding

share options

Upon completion

of the Bonus Issue

adjusted number of

Shares to be allotted

and issued upon

Adjusted exercise in full of
exercise price
per Share (HK$)

the outstanding

share options

29 March 2023 1.234
—E-=#=ZfF-t+AhAH

Share Award Scheme

The Company has adopted a share award scheme on 30 June
2023 (the “2023 Share Award Scheme”). The principal terms of the
2023 Share Award Scheme were summarised in the circular of the
Company dated 13 June 2023.

During the six months ended 30 June 2023, no any award was
granted pursuant to the 2023 Share Award Scheme.

RALRR 21T 7 R Al RARBTERE
BETHENRITE HEBETHENRITE
BREmSFRER RARBRITEE BREMEFRER
RITZREROEE GEr) BUOZERAERKEE
19,680,000 1.122 21,648,000
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ADDITIONAL INFORMATION

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in this report, at no time during the six months
ended 30 June 2023 was the Company, its holding company, fellow
subsidiaries or subsidiaries a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate,
and none of the Directors, or any of their spouse or children under
the age of 18, had any right to subscribe for equity or debt securities
of the Company or any other body corporate or had exercised any
such right.

PARTICULARS OF THE DIRECTORS’' SERVICE CONTRACTS

As at 30 June 2023, none of the Directors had entered or was
proposing to enter into a service contract with the Company or
any member of the Group which is not determinable within one
year without payment or compensation (other than statutory

compensation).

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the six months ended 30 June 2023, none of the Directors or
their respective close associates (other than members of the Group)
has any interest in a business, apart from the business of the Group,
which competes or likely compete, either directly or indirectly, with
the business of the Group which would require disclosure under Rule
8.10 of the Listing Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in this report, neither the Directors nor any entity
connected with the Directors had a material interests, whether
directly or indirectly, in any transactions, arrangements or contracts

of significance to which the Company, its holding company, or any

of its subsidiaries or fellow subsidiaries was a party subsisting during or
at the end of the six months ended 30 June 2023.
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ADDITIONAL INFORMATION

CHANGE IN INFORMATION OF THE DIRECTORS

During the six months ended 30 June 2023, there were no material
changes of the information of the Directors that required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITIONS
AND DISPOSALS OF THE SUBSIDIARIES AND ASSOCIATED
COMPANIES

During the six months ended 30 June 2023 and up to the date of this
report, the Group did not hold any significant investment and had
no material acquisition or disposal of its subsidiaries and associated
companies.

EVENT AFTER THE REPORTING PERIOD

The Company completed a bonus issue of Shares on 18 July 2023
and 42,750,000 bonus shares were allotted and issued by the
Company on the basis of one (1) bonus share for every ten (10)
existing Shares held by the qualifying shareholders on 11 July 2023.
Details of the Bonus Issue were set out in the circular of the Company
dated 30 May 2023.

PUBLICATION OF THE INTERIM REPORT

This interim report will be published on the website of each of
the Stock Exchange (www.hkexnews.com.hk) and the Company
(www.sanvo.com) and will be dispatched fto the shareholders of the

Company in due course.

By Order of the Board
SANVO Fine Chemicals Group Limited
Chen Bingqiang

Chairman

Hong Kong, 30 August 2023
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CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 June 2023

BLEES SR

Six months ended 30 June
BZEASA=THLAEA

2023 2022
—EC-= —E--
Unaudited Unaudited
RIGE REgEE
RMB'000 RMB'000
AREF AREFr
Revenue W= 5 520,243 461,262
Cost of sales SHEM AR (364,090) (331,568)
Gross profit EF 156,153 129,694
Other income and gains H A A R 5 3,578 4,883
Selling and distribution expenses SHE RAEHMAT (71,598) (60,244)
Administrative expenses THEX (61,662) (55,174)
Reversal of impairment losses on trade receivables, net B S EW B R EBEREFE 294 =
Finance costs BB A 6 (4,218) (5,108)
Profit before income tax BR AT SR AT A 7 22,547 14,051
Income tax expense FT3 R (2,843) (4,362)
Profit for the period attributable to the owners of RAREEAEMS
the Company HRER 19,704 9,689
Other comprehensive loss, net of tax Hitt2EEE - HIRBEE
Item that will not be reclassified subsequently to HETeENnBEER2EE ¢
profit or loss:
Exchange differences arising on translation BhEELERER (608) (3,600)
Total comprehensive income for the period AAREEAERL
attributable to the owners of the Company Hr2HREAE 19,098 6,089
Earnings per share attributable to the owners of ARRAEEAEEERER (restated)
the Company (fe=751)

Basic and diluted (RMB cents)

EAREE(ARED) 10 4.2 2.1
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CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL POSITION

As at 30 June 2023

B4R S B H5IR R R

RZZ=Z=FXA=1+H

As at As at
30 June 31 December
2022
il
—E-=
~A
=+H
Notes Unaudited Audited
Kzt REET EEET
RMB'000 RMB'000
ARKFT AREFr
ASSETS AND LIABILITIES BERER
Non-current assets FRBEE
Property, plant and equipment M - BE R&E 11 314,760 297,596
Right-of-use assets ERERE 167,534 168,525
Prepayments for acquisition of property, WHEME « BERFREZ
plant and equipment SN O] 12 6,853 8,271
Deferred tax assets EERIRE E 502 502
489,649 474,894
Current assets REEE
Inventories =& 106,811 88,698
Trade and bills receivables, other receivables and BHREZREWGIE - HibEWKHIE
prepayments RIENHIEA 12 126,825 103,921
Pledged bank deposits BEEBRITFER 13 23,461 31,349
Cash and cash equivalents R RAEEEY 13 38,453 90,500
295,550 314,468
Current liabilities wREBEE
Trade and bills payables, accruals, contract liabilities B REBREMNRE - B ER -
and other payables BRBEREMERNTRIE 14 295,060 312,487
Lease liabilities HEBE 4,549 7.369
Interest-bearing bank borrowings SHESRITIER 15 116,794 141,372
Other borrowings HAb AR 16 36,105 3,583
Tax payables FER T 6,229 3,204
458,737 468,015
Net current liabilities hRBEEFE (163,187) (153,547)
Total assets less current liabilities BELERADAE 326,462 321,347
Non-current liabilities FRBaE
Lease liabilities HEAE 9,885 10,432
Interest-bearing bank borrowings FTERITIER 15 67,707 81,117
Deferred income EFEWA 5,474 5,494
Deferred tax liabilities REHIEEE 2,650 2,656
85,716 99,699
Net assets BEEFE 240,746 221,648
CAPITAL AND RESERVES BEARHE
Share capital [N 17 3,792 3,792
Reserves & 236,954 217,856
Total equity SR 240,746 221,648
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CONDENSED CONSOLIDATED GLEERSE Foy S
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June 2023 HE-Z-=FXA=t+tHIEXHEA

Share Share Capital  Translation Other Retained

capital premium reserve reserve reserves earnings

Bx  BRBEE  EREBE  ENRE  HtBE  REEN

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ABETL  ARETT  ARETL  AREFT  ARETT  AREFT  AREFR
Balance af 1 January 2023 (Audited)  RZF-=F-A—Bz&H(EE5) 3,792 64,977 33,184 (3,592) 47,341 75,946 221,648
Profit for the period byl - - - - - 19,704 19,704
Other comprehensive income: Eh2Eks :
Exchange differences arising on HEELEZENES
franslation - - - (608) - - (608)
Total comprehensive income BNEENREE
for the period - - - (606) - 19,704 19,098
Appropriation to safety reserve BRERLRE - - - - 12,736 (12,736) -
Utisation of safety reserve PEREREE - - - - (1,806) 1,806 -
Balance at 30 June 2023 (Unaudited)  R-E-=EXA=tHZER(KER:H) 3,792 64,977 33,184 (4198) 58,271 84,720 240,746
Balance at 1 January 2022 (Audited) AZE-—F-F-REH(4%:) 3792 75,932 33,184 761 38,071 80,724 232,464
Profit for the period iyl — - - - - 9,689 9,689
Other comprehensive income: Hth2ENE
Exchange differences arising on HEEEZENES
franslation - — — (3,600) — = (3,600)
Total comprehensive income BNEENREE
for the period — — — (3,600) — 9,689 6,089
Appropriation to safety reserve BRERLRE = - - - 2,520 (2,520) -
Utilsation of safety reserve HAR2EE - - - - (1,429) 1,429 =
Appropriation to statutory surplus SRR RBER
reserve — — — — 182 (182) =
201 final dividend “Eo-ERERE — [10484) - - - — (1048
Balance at 30 June 2022 (Unaudited)  N=F-=FRA=TAZER(KEET) 3,792 65,446 33,184 (2.839) 39,344 89,140 228,067
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

FHGEHERER

For the six months ended 30 June 2023 HZ= —=®XA=1TAHL~EAR
Six months ended 30 June
BEANA=tHLEAEA
2023 2022
—E-= —E-—F
Unaudited Unaudited
RISHE RIEER
RMB'000 RMB’000
AR¥FT AREFr
Cash flows from operating activities RETFHZRERE
Cash generated from operations 2EMBHRS (27.171) 13,730
Income tax paid BEFEH 176 (5,851)
Net cash (used in)/generated from operating activities BEEE (A FERETE (26,995) 7.879
Cash flows from investing activities REFHZRERE
Bank interest received BUIRITHE 732 791
Proceeds from disposal of property, plant and equipment  HEWE¥ - FiERRE 2 FEHE 263 -
Payments for acquisition of property, plant and equipment &YX « MR k& < 5 (18,257) (14,511)
Decrease in pledged bank deposits BHERBITETRD 7,888 28,580
Net cash (used in)/generated from investing activities BREZH(FA) FEELFE (9.374) 14,860
Cash flows from financing activities BETHCRESRE
Proceeds from interest-bearing bank borrowings STERITERZERIE 92,889 108,075
Repayments of interest-bearing bank borrowings BEFEETER (92,577) (69.168)
Repayments of other borrowings BEEMmER (5,778) (6,399)
Payment of lease liabilities HEABMNK (3,586) (1,449)
Interest paid BARAE (6,020) (5,765)
Net cash (used in)/generated from financing activities BMETD(FA) FERLEE (15,072) 25,294
Net (decrease)/increase in cash and cash equivalents ReRBASZEYORD), ENFE (51,441) 48,033
Cash and cash equivalents at beginning of the period HOReRREEEY 90,500 17,927
Effect of foreign exchange rate changes EXZH o P8 (606) (3,600)
Cash and cash equivalents at end of the period BRASRESEEY 38,453 62,360
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023

1.

CORPORATE INFORMATION

SANVO Fine Chemicals Group Limited (the "Company”,
together with its subsidiaries, the “Group”) was incorporated
as an exempted company and registered in the Cayman
Islands with limited liability under the Companies Law Chapter
22 of the Cayman Islands on 12 April 2018. The registered
office of the Company is located at 71 Fort Street, PO Box 500,
George Town Grand Cayman KY1-1106, Cayman Islands. The
Company's headquarters and principal place of business in the
People's Republic of China (the "PRC") is located at Dacen
Industrial Park, Huangpu District, Zhongshan City, Guangdong,
the PRC and the Company's principal place of business in
Hong Kong is located at 5/F., 349 Hennessy Road, Wanchai,
Hong Kong. The shares of the Company were listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange"”) on 16 January 2020 (the “Listing Date”) (the
“Listing”).

The Company is an investment holding company. The
principal activities of the Group are researching, developing,
manufacturing and sales of consfruction materials and
automotive maintenance industrial chemical products in the
PRC.

BASIS OF PREPARATION

These condensed consolidated financial statements have
been prepared in accordance with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), including compliance with
International Accounting Standard (“IAS") 34 Interim Financial
Reporting issued by the International Accounting Standards
Board (the “IASB”). It was authorised for issue on 30 August
2023.

The condensed consolidated financial statements have been
prepared on the historical cost basis.

These condensed consolidated financial statements have been
prepared in accordance with the same accounting policies
adopted in the 2022 annual financial statements.

The preparation of the condensed consolidated financial
statements in conformity with IAS 34 requires management to
make judgements, estimates and assumptions that affect the

application of policies and reported amounts of assets and
liabilities, income and expenses on a year to date basis. Actual
results may differ from these estimates.

SLESCE e

B
1.

E-F-=FAA=TALAMEA

AEER

“MBEEEERAT(TARDT] - EEKE QA
SEAIRNER DR T N\FEOA+=-AFMK
VREREAT WRBRAESHEE2F A
RASHEFMABRAR - AREl 2 FMPFER
fIFA 71 Fort Street, PO Box 500, George Town
Grand Cayman KY1-1106, Cayman Islands
AABZ B RPEARLME([FE])EES
EMEUAPEERTIITMERERSTER M
RRABZEABEXTEZEEMIMNRBERETHERF
3495518 c ARAIRMAR ZZE_ZTEFE A+
HIEmHBDREBBERSMERAF([HR
FDERER(ER]) -

ARBRREERAT - XEBZ T BEXB /R T
BT - P BERMEEEM MTEE#ILTE

o
oA ©

mAEE

ZEBPERESVBRRCIRRB I MES EHARR
(TEFRUD2ERBERXRAERE  LET
(Bhed BBt Al EEe((ARSFTERE
EERMzER S ER((HBREFER ) E
B4 Y I E R o Reh IS HMENR —F
“=FENAZTRERETE -

BRGREMHERRIBELRNAELERHR -

RAZEERGEVBRERARN I GFTHRE=
T FrFREMBEREAMERE B -

REBRERSHEREMNEHUERERSHBR
x BEEBEFHELHLE A5 RERR M&FH
B At hBRREFEFVESBRRZEAMEE
RAE WARMXZ2HMBE - BERERTTHE
AR ZF T -




30

RERRRE
Interim Report 2023

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023
2.

BASIS OF PREPARATION — continued

These condensed consolidated financial statements contain
condensed consolidated financial statements and selected
explanatory notes. The notes include an explanatfion of events
and transactions that are significant to an understanding of the
changes in financial position and performance of the Group
since the 2022 annual financial statements. The condensed
consolidated financial statements and notes thereon do not
include all of the information required for full set of financial
statements prepared in accordance with International

Financial Reporting Standards (“IFRSs™).

The financial information relating to the financial year
ended 31 December 2022 that is included in the condensed
consolidated financial statements as comparative information
does not constitute the Company’'s annual consolidated
financial statements for that financial year but is derived from

those financial statements.

The condensed consolidated financial statements have not

been audited.
Going concern assumption

In preparing the condensed consolidated financial statements,
the Directors have considered the Group's sources of
liquidity and believe that adequate funding is available to
fulfill the Group's debt obligations and capital expenditure
requirements. Accordingly, the consolidated financial

statements have been prepared on a basis that the Group will

be able to continue as a going concern.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023

2.

BASIS OF PREPARATION — confinued
Going concern assumption — continued

The Group has net current liabilities of approximately
RMB163,187,000 as at 30 June 2023. This condition indicates
an uncertainty exists that may cast significant doubt on the
Group's ability to continue as a going concern. Therefore,
the Group may not be able to realise its assets and discharge
its liabilities in the normal course of business. Management
closely monitors the Group's financial performance and
liquidity position. A number of measures have been put in
place to improve the financial position and alleviate the
liquidity pressure, which include taking stringent cost controls
aiming at improving the working capital and cash flow position
of the Group, and equity fund raising. As at 30 June 2023,
the Group had unutilised banking facilities of approximately
RMB66,110,000 and obtained a letter of intfent from a licensed
financial institution to provide a line of credit of HK$250,000,000
(equivalent to approximately RMB230,000,000) to the Group.
Also, Mr. Ernest Chen, the controlling shareholder and an
executive director, has undertaken to provide continuing
financial support in order to maintain the Group as a going

concern.

Taking info account the above consideration and measures,
the Directors are satisfied that the Group will be able to meet
their financial obligations when they fall due. Accordingly, the
Directors are of the opinion that it is appropriate to prepare

the condensed consolidated financial statements on a going

concern basis.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023
2.

BASIS OF PREPARATION — continued
Going concern assumption — continued

Should the Group be unable to contfinue in business as a going
concern, adjustments would have to be made fo write down
the carrying amounts of assets to their recoverable amounts,
to reclassify non-current assets and non-current liabilities
as current assets and current liabilities respectively, and to
provide for any further liabilities which may arise. The effect of
these adjustments has not been reflected in the condensed
consolidated financial statements.

ADOPTION OF NEW OR REVISED IFRSs

The IASB has issued a number of new and revised IFRSs which
became effective during the six months ended 30 June 2023.
In preparing the condensed consolidated financial statements,
the Group has applied all these new and revised IFRSs which
are effective for the Group’'s accounting period beginning on

or after 1 January 2023.

IAS 1 and IFRS
Practice Statement

Disclosure of Accounting Policies

2 Amendments

IAS 8 Amendments Definition of Accounting
Estimates

IAS 12 Amendments Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction

IAS 12 Amendments Income Taxes: International tax reform
— Pillar Two model rules

IFRS 17 Insurance Contracts

The application of these new and revised to IFRSs in the current
interim period has had no material impact on the Group'’s
financial performance and positions for the current or prior

periods and/or on the disclosures set out in these condensed

consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023
3. ADOPTION OF NEW OR REVISED IFRSs — continued

At the date of authorisation of the condensed consolidated
financial statements, the Group has not early adopted any
new and revised IFRSs that have been issued but are not
yet effective for the current period. The Group has already
commenced an assessment of the related impact of adopting
the new and revised IFRSs. So far, the Directors have concluded
that the new and revised IFRSs will be adopted at the
respective effective dates and the adoption of them is unlikely
to have a significant impact on the Group's consolidated
financial position and consolidated financial performance.

4. SEGMENT INFORMATION

The Group has three reportable segments which are the
Group's strategic business units, as follows:

Aerosols Sales of spray paints and automotive care
products, including spray paint, carburetor
cleaner, spray wax, anti-rust spray
lubricant, polyurethane foam, cleaning
spray and spray refrigerant for automobile

air-conditioners

Organic silicone  Sales of product series, which are all

adhesives siicone-based adhesives
Synthetic Sales of several product series, which are
adhesive all multi-purpose contact adhesives

Information about strategic business units of other operating
segments that are not reportable in accordance with IFRS 8
Operating Segments are consolidated and disclosed in “All

other segments”.
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SEGMENT INFORMATION — continued

These strategic business units offer different products, and
are managed separately because they require different
technology and marketing strategies. For each of the strategic
business units, the executive Directors, who are the chief
operatfing decision makers of the Group (“CODM”) during the
period, review infernal management reports on a monthly
basis. There was no aggregation of operating segments in
arriving at the reportable segments of the Group.

(a) Segment results

For the purposes of assessing segment performance
and allocatfing resources between segments, the CODM
monitors the results attributable to each reportable
segment on the following basis:

Segment profit represents the gross profit earned by each
segment without allocation of central administration
expenses (including emoluments of Directors and senior
management), selling and distribution expenses, other
income and gains and finance costs. This is the measure
reported to the Group's CODM for the purposes of
resource allocation.

The CODM reviews the Group's assets and liabilities as
a whole without allocation to each segment. In their
opinion, all strategic business units consume similar
materials and their products are produced by same
machinery and equipment and then they are sold to
same customers. As a result, it is not necessary fo monitor
the assets and liabilities under different segments. No

segment information on assets and liabilities is presented

accordingly.
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4. SEGMENT INFORMATION — continued 4. SWER — &

(a) Segment results — continued

(a) 2o®HEE— 4~

BHE-T-_=FR-_FT-__FXA=+HL
NER - AEEFEEZZEOHTHE=R
EmEERT - TREAIILTT ZHRDFE S
2 WiEs By #B s A RR AR

During the six months ended 30 June 2023 and 2022,
the Group generated revenue primarily from the sale of
three categories of products under these segments. The
following table sets out the breakdown of the revenue

and segment profit by reportable segment:

Organic
silicone Synthetic
Aerosols adhesives adhesive
REH  BHYBNAE BRBAE
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ANRETT ANRETT
For the six months ended 30 June 2023 BE-E-_=fxA=1H
(Unaudited) LEAMEA (REEST)
Revenue from external customers and RENBEP 2 Wz K
reportable segment revenue — A28 Bl — HE
Point in fime 333,578 86,944 31,693 452,217
Reportable segment profit AE2RD BEA 107,837 22,627 9,135 139,599
For the six months ended 30 June 2022 BE-_Z_—#/ A=tH
(Unaudited) IE~ME R (REEE)
Revenue from external customers and REMPEP 2 Wi R
reportable segment revenue — A2RH Bl — B
Point in fime 273,406 107,267 28,179 408,852
Reportable segment profit 2R EEF 89,721 21,546 6,638 117,905
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4. SEGMENT INFORMATION — continued 4., EER —#&
(b) Reconciliations of reportable segment revenue and profit (b) TEHHBPUREERFTEBHAIER 2L IR

before income tax

A reconciliation of segment revenue to total revenue is DEblk s AN 2 HEREFIT ¢
presented as follows:

Six months ended 30 June
BEANA=tHLEAEA
2023 2022

—E=-= —E-—F
Unaudited Unaudited
REEFH AEEER
RMB’'000 RMB'000
AREFT ARETFT

Total reportable segment revenue BEE LR enyt 452,217 408,852
All other segments revenue (Note) Fr A H it 5 B s (fat) 68,026 52,410
Total revenue Fellgny 520,243 461,262
A reconciliation of segment result to profit before income DEEFEBRASHATRF 2 HER 270
tax is presented as follows: T
Six months ended 30 June
HEAA=tHLEAEA
2023 2022
—E=-= —EF-—
Unaudited Unaudited
RISE RIEER
RMB'000 RMB'000
AR¥FT AREFr
Total of reportable segment profit AI2Wo BB 139,599 117,905
All other segments profit (Nofe) FTA B A7 E0m I (A7) 16,554 11,789
Other income and gains - NS € 3,578 4,883
Selling and distribution expenses SHE RS HERT (71,598) (60,244)
Administrative expenses TERAX (61,662) (55,174)
Reversal of impairment losses on trade receivables, & 5 ek Z I8 i &5 18 7 [0 3 58
net 294 -
Finance costs BhE KA (4,218) (5,108)
Profit before income tax BR BTS84 A s A 22,547 14,051
Note: Segment revenue and segment profit from other segments Hiat : Btz ooz R oI ERESR
represent the sales of architectural coatings, oil products, B h& o REERKEAM -

wood paints and others.
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4. SEGMENT INFORMATION — continued

(c)

(d)

Geographical information

The Company is an investment holding company. As the
principal place of the Group's operation is in the PRC,
which is considered as the Group's country of domicile
for the disclosure purpose of IFRS 8. Substantial of the
Group’'s non-current assetfs are located in the PRC as at
30 June 2023 and 31 December 2022. The following table
provides an analysis of the Group's revenue generated
from external customers by geographical market.

R B4R & B 35 R R Y =

HE-Z-=FXA=t+tHIEXHEA
4. HNHPER —#&

(c) HEHEH

RABARELZBR AR - ARAEEZEE
EEMBRTE  pEERMEREENES
FoWBERME - PRERAREE T
e RZEZ=FAA=ZFTHEHRKZE=Z
TZA=+—B  XEERBOIERBEE
IR E - TRIBEHASEIZMETSE S
BINBEPEE Z WD o

Six months ended 30 June
BEANA=tHLEAEA

2023 2022

—EZ= T
Unaudited Unaudited
REE RS ER
RMB’000 RMB’000
AREFT ABETFT
The PRC HE 505,154 447,865
Australia SEM 14,372 12,340
Other countries HA B 717 1,057
520,243 461,262

Information about major customers

No revenue from a single external customer accounted
for 10% or more of the Group's revenue for the six months
ended 30 June 2023 and 2022.

(d) FHXEEREFHESN

HE_Z-="FK-_FT-__FA=1+HL
NER - BEREE-IFER 2R
EBWZEH10% A L o
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5. REVENUE AND OTHER INCOME AND GAINS 5. WHENUREAMWBARKE
Revenue from the Group's principal activities, represents NEBTEEBR NS IEHERTSEM R REBE
revenue derived from the sales of hardware and building TIERFBKE HE_ZE-_=Fh_T__F
materials and automotive maintenance industrial chemical ANAZTHLEABAEER WS AR E MR A K
products. Revenue and other income and gains recognised Wasan T
during the six months ended 30 June 2023 and 2022 are as
follows:

Six months ended 30 June
HEAA=tHLEAEA
2023 2022

—E=-= —EF-—

Unaudited Unaudited
REEE REER
RMB’000 RMB’000

AREF AB#ETFT

Revenue (Note) Wezs (H1aE) 520,243 461,262
Other income and gains = N €
Bank interest income RITHBWA 732 791
Rental income HaelA 26 593
Unconditional government subsidies T80 JRF 2 {eR 14475 B 2,309 2,176
Gain on disposal of property, plant and equipment HEME - BE RS2 K 26 =
Sundry income HIEWRA 485 1,323
3,578 4,883
Note: Disaggregation of revenue from contracts with customers by Wit REBERDRED 2 REEP & LW 2 AR
major categories of products is disclosed in Note 4. AR o
6. FINANCE COSTS 6. WEREK

Six months ended 30 June
BEANA=tHLEAEA
2023 2022

—E-= —TE-—F
Unaudited Unaudited
RISE REEER

RMB'000 RMB’000
AR®TRT  ARETT

Interest on interest-bearing bank borrowings FTERRITRERZFIE 5,103 4,850
Interest on other borrowings HiERzF e 917 915
Interest on lease liabilities HEEBEZAE 214 751
Less: interest capitalised into property, plant and B ERME  BERRBEERLZFE
equipment (Nofe) (K1) (2,016) (1,408)
4,218 5,108
Note: During the six months ended 30 June 2023, the finance costs have Wat - RBEZZZ=FA=1+AHLXEA  BERABIEK
been capitalised at an effective interest rate of 5.62% (six months 5.62% (HE_Z=-—FXA=+tHILA~EA : 6.38%)

ended 30 June 2022: 6.38%) per annum. ZEBRFREERE o
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7. PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging:

HE-Z-=FXA=t+tHIEXHEA
7. BRFABBIANER

P &£

R P ST AT & M TR HIRR A T B IR R 2

Six months

ended 30 June

BEAA=THLEAMEA

2023 2022

—E=-= —E-

Unaudited Unaudited

REER RIEEET

RMB’000 RMB’000

AB¥FIT ARETFT

Cost of inventories recognised as expenses BRAFRL 2 FERAR 364,090 331,568

Depreciation of property, plant and equipment mE  BEREBTE 4,293 4,320

Depreciation of right-of-use assets EREEENE 994 2,764
Employee benefit expenses (including directors' EERFAZ(REESHSE)

remuneration)

— Salaries, allowances and benefits in kind — %o RUREVEHN 71,663 54,581

— Discretionary bonus — BBTEA 1,817 1,831

— Retirement benefit scheme contributions — RN EI R 4,292 3,756

77,772 60,168

8. INCOME TAX EXPENSE

8. FBHIMAX

Six months ended 30 June
BZAB=1tHILAEA
2023 2022

—E-_F
Unaudited Unaudited
RISE REEER
RMB’000 RMB'000
AR FT ARETFT

Current tax expense BV A5 B X
— PRC Enterprise Income Tax (“EIT”) — HEGEMEH([REREHR]) 2,848 4,362
Deferred tax credit ELHIER R
— The origination and reversal of temporary differences — E4 K% &0 E =58 (5) =
Income tax expense Fre Rl 2,843 4,362
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8.

INCOME TAX EXPENSE — continued

The Group is subject fo income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of

the Group are domiciled and operated.

Pursuant to the rules and regulations of the Cayman Islands
and the British Virgin Islands, the Group is not subject to any
income tax under these jurisdictions during the six months
ended 30 June 2023 (six months ended 30 June 2022: Nil).

No provision for income tax has been made for the subsidiaries
incorporated in Hong Kong as the subsidiaries did not have any
estimated assessable profits subject to Hong Kong Profits Tax
during the six months ended 30 June 2023 (six months ended 30
June 2022: Nil).

Under the Enterprise Income Tax Law of the PRC (the "EIT
Law”) and the Implementation Regulation of the EIT Law, the
subsidiaries operating in the PRC are subject to the tax rate of
25% (six months ended 30 June 2022: 25%) on the estimated
assessable profits during the six months ended 30 June 2023
except for four (six months ended 30 June 2022: four) of the
subsidiaries operating in the PRC which were approved to
be high and new technology enterprises (“HNTE"”). Enterprise
approved fo be HNTE are entitled to enjoy a reduced
enterprise income tax rate of 15% (six months ended 30 June
2022: 15%) and additional 50% (six months ended 30 June
2022: 50%) tax reduction based on the eligible research and
development expenses with a validity period of three years.
The HNTE certificate is required tfo be renewed every three

years so as to enable the respective subsidiaries fo enjoy the

reduced tax rate of 15%.
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9.

10.

DIVIDENDS

(i) Dividends payable to the owners of the Company
attributable to the six months ended 30 June 2023

The Directors do not recommend the payment of an
interim dividend for the six months ended 30 June 2023
(six months ended 30 June 2022: Nil).

(ii) Dividends payable to the owner of the Company
attributable to the previous financial year, approved
during the six months ended 30 June 2023

Final dividend in respect of the previous financial year
approved during the six months ended 30 June 2022 was
HK3.0 cenfts per ordinary share.

EARNINGS PER SHARE

The calculations of basic earnings per share are based on the
profit of approximately RMB19,704,000 (six months ended 30
June 2022: RMB?,689,000) for the six months ended 30 June
2023 attributable to the owners of the Company and the
adjusted weighted average of 470,250,000 (six months ended
30 June 2022: 470,250,000 (restated)) shares in issue during the
six months ended 30 June 2023.

The adjusted weighted average number of shares in issue used
in the above calculation of basic earnings per share has been
adjusted to reflect the Bonus Issue approved on 30 June 2023
and completed on 18 July 2023 (Notes 17, 22).

Diluted earnings per share were same as the basic earnings
per share as there were no dilutive potential ordinary shares in

existence during the six months ended 30 June 2023 and 2022.
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10.
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11.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2023,
acquired items of buildings with a cost of RMB40,000, plant

the Group

and machinery with a cost of RMB4,213,000 and constfruction
in progress with a cost of RMB18,708,000 (six months ended 30
June 2022: items of buildings with a cost of RMB65,000, plant
and machinery with a cost of RMB994,000 and construction in
progress with a cost of RMB18,652,000). No material property,
plant and equipment were disposed of during the six months
ended 30 June 2023 (six months ended 30 June 2022: Nil).

As at 30 June 2023, the Group's property, plant and equipment
with net carrying amount of approximately RMB30,138,000
(31 December 2022: RMB30,803,000) and RMB19,755,000 (31
December 2022: RMB2,861,000) were pledged for interest-
bearing bank borrowings and other borrowings,
(Notes 15 and 16).

respectively

The Group does not have the title cerfificates for certain
items of buildings with an aggregate net carrying amount
of approximately RMB9,489,000 (31 December 2022:
RMB9,696,000) as at 30 June 2023. The Directors are of the
opinion that the Group is entitled fo lawfully and validly
occupy and use the above mentioned properties and
therefore the aforesaid matter does not affect the ownership

rights of the Group over these assets and hence did not have

any significant impact on the Group's consolidated financial
position as at 30 June 2023 and 31 December 2022.
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12. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES

R B4R & B 35 R R Y =

HE-Z-=FXA=t+tHIEXHEA
12. EZREBEEVRINIE -  HttEWRERENS

AND PREPAYMENTS MIE
As at As at
30 June 31 December
2023 2022
—EZ= —E--
AB=tH +=A=1+—8H
Unaudited Audited
REEGT &y
RMB'000 RMB'000
ARKFTT AREFT
Non-current portion FREBD
Prepayments for acquisition of property, plant and WEEME - R KRR 2 B RE AL ()
equipment (Note (i) 6,853 8,271
Current portion REH D
Trade receivables B SRR 79,245 50,546
Less: Impairment loss B BUEEE (2,541) (2,836)
76,704 47,710
Bills receivables SR EWGRIE 3,778 6,512
Trade and bills receivables, net B R EBREWFIRFE 80,482 54,222
Other receivables o Ath FE U SR TE 11,100 28,529
Prepayments (Note (ii)) AR FRIE (M EE (i7)) 35,243 21,170
126,825 103,921
Notes: Kiat -

(i)

(i)

It represents the amount prepaid to vendors for acquisition of
property, plant and equipment which was not yet delivered as at

each reporting date.

Prepayments for purchase of raw materials amounting to
approximately RMB7,143,000 (31 December 2022: RMB7,995,000)
were included in prepayments. The remaining amount of
approximately RMB28,100,000 (31 December 2022: RMB13,175,000)
were mainly prepayments for the supplier services to support the

Group's ordinary business.

(i) HERERE A PRKBARAZNYE - BERRERE
FRNZEHE -

(i) BERMBZENKELHARE7143,0007(=F
ZZHF+ZA=+—H: AR¥7,995000)EF A
TERFRE - 5N ARIE28,100,0007T(=F = —4F
+=ZA=+—H: AR¥13,175000 ) EEAZHAL
SEBEEN HIERREEMNE -
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For the six months ended 30 June 2023 BE-ZT-_=FA=1+HI<MAA

12. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES 12. ESREBRKRRE HitBERFERAN
AND PREPAYMENTS — continued NIE— &
All of the trade and bills receivables and current portion of TEEFTE E 5 LR EBREIWGRIE A M IB 5118 R E A
prepayments and other receivables are expected to be JE WK IE /978 B 26 0 18 72 — 6 A IR B Sk T 3R 5 B
recovered or recognised as expenses within one year. X o
The credit period for trade receivables is normally 180 days (31 REBEE_Z-_=FA=1+HIE~EAR " féf%ﬁgqﬂl
December 2022: 180 days) from the date of billing for the six REZEEHRREEAHBT —MA180B (=
months ended 30 June 2023. The ageing analysis of trade and ::i—f—:ﬁ] Z+—H:180H) « &EREE Eﬁﬂ&
bills receivables based on invoice date and net of allowance MR REBERECE S RREEKIBRE ST
for impairment loss, is as follows: R

As at As at
30 June 31 December
2023 2022

—EC-= —E--
AA=+HB +ZA=1+—H
Unaudited Audited
RISET feEEt
RMB'000 RMB'000
AR¥F AREFr
Not yet past due K HA 73,920 52,870
Within 1 month past due BE—EARN 1,847 310
Over 1 month but less than 3 months past due wEEA—EARLIR=@A 3,624 47
Over 3 months but less than 1 year past due BHBB=EARIR—F 204 299
Over 1 year past due BEER—F 887 696
80,482 54,222

The Group measures loss allowances for trade receivables
at an amount equal to lifetime expected credit loss (“ECL"),
which is calculated using a provision matrix. The estimated ECL

AEEREFEHENEREERR(RABEES
BHRERNSBE(EABBERGTESL)AER
FEYGRIAB IR - A RHMEREERERELAE

loss rates are estimated based on the Group's estimates of BYEZERNZMHSEREZGHERERRBFIX(R
the market borrowing rates for each of the groupings, less risk- MEBAZEERR)  BRUNEBAZTBEFEEE

free rate, which reflect the credit risk of the debtors, over the
expected life of the debtors and are adjusted forward-looking
information that is available without undue cost or effort. The
grouping is regularly reviewed by management to ensure

relevant information about specific debtors is updated.

1T A BBEEZ KA A T EG Z AT i
HERHELHE - EEEEMELAR - UHERE
MR EEBAZHBEERRZHNER -
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13. PLEDGED BANK DEPOSITS, CASH AND CASH 13. EEARTER  RERRELZEY
EQUIVALENTS
As at 30 June 2023, the Group's bank deposits of approximately RZZE_=FRA=1TH  XEBERTEFEIHDAR

RMB23,461,000 (31 December 2022: RMB29,049,000) were
pledged for the issues of bills payables for the Group’s
purchases of raw materials. As at 31 December 2022, the
Group's bank deposit of RMB2,300,000 was also pledged
for guarantee to complete the construction work within a
scheduled fime table for the leasehold land acquired in prior
year. The said pledged deposit was fully released during
the period ended 30 June 2023. These bank balances were
carrying annual interest of 1.43%-1.69% (31 December 2022:

1.35%).

Included in the cash and cash equivalents was a bank deposit
of RMB5,122,635 which was frozen by the court in relation to
the lawsuit and will be released upon the issuance of a ruling
by the court (Note 21 {ii)).

As at 30 June 2023, the Group’s cash and cash equivalents
were denominated in RMB amounted to approximately
RMB33,992,000 (31 December 2022: RMB87,975,000) and
were kept in the PRC. RMB is not freely convertible into other
currencies and the remittance of funds out of the PRC is subject

tfo exchange restrictions imposed by the PRC Government.

¥ 23,461,000 (ZE_ZF+_A=+—H: A
R #29,049,0007T) EIFERASEEE REFTE
TZEBENFE RZE-_F+=-A=+—
B AEE AR 2,300,000 RBITFKINE K
i EERECHBRERATKNBEFERNGS2AE
T FRETRZER - FREEBTRREE=
TZ=FRNA=+AILBARE 2 5ERk - ZERT
R FFIRAE1.43%1.69% (T -_—_F+_A
:+—E:L%%%

RelReFEMETE AW% FhEF AR A 2 IR
THERARMS122,6357T AR HAHTEER
2 R (B RE 21 (i)

RZEZ=ZFXA=Z+H AEEUAREHE

B#H A ARE33,99200T(ZE-—F+=-A
=+—H: AR%87,975000T) 2 He RHLE
BYHEERRRE - AREELZEHEAREME
o mMREELESAX P RBNE K2 INEE
il FTAR AR o
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NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

For the six months ended 30 June 2023

HE-Z-=FXA=t+tHILEXHEA

14. TRADE AND BILLS PAYABLES, ACCRUALS, CONTRACT 14.

R B AR & B 35 R R Y =

ESREBREMNRE  EHER -  GH8E

LIABILITIES AND OTHER PAYABLES N H fih FE A+ FRE
As at As at
30 June 31 December
2023 2022
—EC-= —T__F
*xA=+A +=A=t+-8
Unaudited Audited
RISE feEat
RMB'000 RMB’000
AR¥FT AREFr
Trade payables (Note (i)) B o ENHIEME ) 152,982 118,944
Bills payables (Note (ii)) ERENRIE (A (i) 56,075 63,539
Accrued expenses FERTE S 399 1,577
Accrued employee benefit expenses FERHEEEAF S 16,607 22,688
Deferred income — current portion ELEWA — FENE D 38 38
Conftract liabilities EHARE 21,824 43,459
Other payables Hfth fEF 5008 40,610 53,927
Provision of sales discount FHRSHETI 6,525 8,315
295,060 312,487

Notes: et

(i) The credit period received from suppliers of the Group is ranging
from 30 to 90 days (31 December 2022: 30 to 90 days) for the
six months ended 30 June 2023. The ageing analysis of trade

(i) RBE_ZT_=ZFRNA=ZTBLEREAR KAEEHE
EAREZEEMNFI0E0A(ZT_2F+=-4
=+—H:30290H) - REFZAHZEZHENKEA

payables based on invoice date is as follows: BRER TN -

As at As at
30 June 31 December
2023 2022
i i

—E-= g
AA=tH +TZA=+—H
Unaudited Audited
RECET feER
RMB’000 RMB'000
ARMTFT ARETFT
Within 1 month —@AAR 116,772 109,874
Over 1 month but less than 3 months BE—EABRIR=MA 23,278 3,998
Over 3 months but less than 1 year BBR=EABRIR—F 8,742 1,818
Over 1 year iR —F 4,190 3,254
152,982 118,944

(i) At 30 June 2023, bills payables of approximately RMB56,075,000
(31 December 2022: RMB63,539,000) were secured by pledged
bank deposits (Note 13).

(i) RZZEZ=F~A=1+H HARH56,0750007C2
ZERENFRB(CZZZF+-A=+—H: ARK
63,539,000 7T ) BRI TIF RIE AT (HFE13) ©
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NOTES TO THE CONDENSED CONSOLIDATED GLEEE SR S
FINANCIAL STATEMENTS

For the six months ended 30 June 2023 HE-Z-=FXA=t+tHIEXHEA
15. INTEREST-BEARING BANK BORROWINGS 15. FTESRITER

As at As at
30 June 31 December
2023 2022

T
AA=tH +ZRA=+—H
Unaudited Audited
REES mES
RMB’000 RMB'000
AREFT ARETF T

Current wE
Interest-bearing bank borrowings — secured (Nofe) FTERITIER — EEA W) 73,912 109,772
Interest-bearing bank borrowings — Unsecured (Note) 3T ERiTE R — &EB(H7) 42,882 31,600
116,794 141,372
Non-current ¥RE
Interest-bearing bank borrowings — secured (Note) FERTER — BEE (ML) 59,149 64,517
Interest-bearing bank borrowings — Unsecured (Note) it BR{TE R — &EE(H:7) 8,558 16,600
67,707 81,117
184,501 222,489
Note: Interest was charged in the range of 3.80% to 5.50% (six months Kt BEZZ_=F A NA=ZTHLEANEAKREFIE0%E
ended 30 June 2022: 3.80% to 6.37%) per annum for the six months 550%(HE2=—FT=-=_FA=1+HIE~MHEA : 3.80%

ended 30 June 2023. £637%)5HE °
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NOTES TO THE CONDENSED CONSOLIDATED R4S I ISR M sT
FINANCIAL STATEMENTS

For the six months ended 30 June 2023 BE-ZT-_=FA=1+HI<MAA

15. INTEREST-BEARING BANK BORROWINGS — continued 15. FFEBITER —#&
At 30 June 2023 and 31 December 2022, total current and non- R_E_ZFXA=ZTHRZZE__F+=_A
current interest-bearing bank borrowings were scheduled to be =+—8  "E&IERBERITENBERER
repaid as follows: HEEBANT

As at As at
30 June 31 December
2023 2022

—E-=F T
ARA=+H +ZA=t—H
Unaudited Audited
RISE &
RMB’000 RMB'000
AR T AR#ETFT

Within one year —FRN 116,794 141,372
Within a period of over one year but within two years BB —F AT ZIRRF RN - 25,508
Within a period of over two years but within five years — HBBMRFEBERZ R AFHERA 8,558 26,723
Within a period of over five years ZRAFHER 59,149 28,886

184,501 222,489
At the end of each reporting period, the Group's interest- REBREEKR  REBZERITERBTIEE
bearing bank borrowings were secured by the following assets: EAIEIR

As at As at
30 June 31 December
2023 2022

—E-=HF —E-—
AA=+HB +tZA=1—H
Unaudited Audited
REET feEEt
RMB’000 RMB'000
AR FT AREFr

Property, plant and equipment (Note 11) M - BB REBEHETT) 30,138 30,803
Right-of-use assets FREEE 80,551 81,733

=
| |

As at 30 June 2023 and 31 December 2022, the Group's =FEXA=1+BN-_ZTE-_—_F+_-A8

interest-bearing bank borrowings were also guaranteed by E-i-—EI AEBEZFERITERITEAARIZE
certain subsidiaries of the Company . FHBRRIELER -
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For the six months ended 30 June 2023 BE-_Z_=ZFXA=Z1+AHLL~NEA
16. OTHER BORROWINGS 16. HM{ER

As at As at
30 June 31 December
2023 2022

i

—E-—F

AA=+HB +ZA=1+—H
Unaudited Audited
REES mES
RMB’000 RMB'000
AR FT ARETF T

Current TE

Other borrowings — secured (Note) Hipfgmx — BHEB(H:7) 36,105 3,583

Note: Interest is charged at 5.50% (six months ended 30 June 2022: Kt BEZZ_=FNA=Z+HLENERIZRSF 5.50% (&
6.45%) per annum for the six months ended 30 June 2023. ETE - FNA=ZFTHIEANER  6.45%)5H 8 ©

In September 2020, the Group entered into agreements with R_ZE-_FFNA - AEEEYBEAR(BILE=

7RI Z R - Bt $‘$IEFJ“H%“:F7%
HZERE D 2HEREETZENBR

financing companies, independent third parties, pursuant
tfo which the Group has agreed to transfer the ownerships

of certain machineries (the "Machineries”) to the financing
companies, at an aggregated consideration of approximately
RMB38,331,000 and lease back the Machineries for a period of
3 years, subject to the terms and conditions of the agreements.
The financing companies will return the ownerships of the
Machineries to the Group upon the completion of the
fransactions. In the opinion of the Directors, despite the
agreements involve a legal form of a lease, the transfer of
legal title of Machineries does not satisfy the requirement of
IFRS 15 to be accounted for as a sale of the Machineries and
hence, the Group accounted for the proceeds received as

collateralised loans.

RELHARE38,331,0007T E{é*ﬂ@ﬁx%ﬂ%
2 RHISF - ERRAFWHRE IR -
ZEMBRRAHRZER D TR R AAREE R B Z
SHRB[IBRRE - EEZRR BEZSHE S R
ERAZHE  HBEXERR OERHEFRLT
NAEBERPBREEE 1551‘%2%%%DA)\EE§IH’E%
EREHE Bt AEEBAKERZREHREA
BRDIEHEIRE SR -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023
16. OTHER BORROWINGS — continued

R B AR & B 35 R R Y =

HE-Z-=FXA=t+tHILEXHEA
16, Hfthfg R —4#&

At 30 June 2023, total current and non-current other borrowings RZZ-_=FA=1+H "RBMIERDEMER
were scheduled to be repaid as follows: BEREZHREEBRLOT
As at As at
30 June 31 December
2022
E/\\\
—E-—
+=—A=+—H~
Unaudited Audited
REET feEEt
RMB’000 RMB'000
AR¥F ARETT
Within one year —FR 36,105 3,583
At the end of each reporting period, the Group's other REBREEER  REBZEMERB THNEEEES
borrowings were secured by the following assefs: Eiig
As at As at
30 June 31 December
2023 2022
)i i
—E-=fF T
AA=tH +ZA=+—H
Unaudited Audited
RICET e
RMB’000 RMB'000
AR¥F ARETFT
Property, plant and equipment (Note 11) M - BB REBEHETT) 19,755 2,861

At 30 June 2023 and 31 December 2022, the Group's other
borrowings were guaranteed by certain subsidiaries of the

Company.

R-B_=FX"A=+tBAR=-ZF-_—_%+_-A

CREH

=+—H ZEMETRARR
RAWEHHER

Al B THS
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FINANCIAL STATEMENTS

For the six months ended 30 June 2023
17. SHARE CAPITAL

a:l: 7—7}:‘5/\;‘ +E|M:/\{ )E]
17. B

BLCESR= b S

Number of Share
shares capital
RAEE (&S
RMB’000
AR¥TFT
Ordinary shares of HK$0.01 each FREEO0.01 BT L@
Authorised: JETE ¢
At 1 January 2022 (audited), RZB--F—A—H (L&) -
31 December 2022 (audited), —E_E+-A=+-—RA(LHH) -
1 January 2023 (audited) and —E-=f-F-R(BEHEK
30 June 2023 (unaudited) —E-=FXA=1TRH(REE) 1,500,000,000 13,387
Issued and fully paid: BEREITRER -
At 1 January 2022 (audited), R-ZZB-_—F—A—H (LB
31 December 2022 (audited), —E-__H+-A=+-A (KB
1 January 2023 (audited) and “E=F-A-H(BBEDR
30 June 2023 (unaudited) —E-=FARA=1HCREET) 427,500,000 3,792

18.

The shareholders of the Company have approved a bonus
issue at the annual general meeting held on 30 June 2023 (the
“2023 AGM") on the basis of one (1) bonus share for every ten
(10) existing shares (the “Bonus Issue”). The Bonus Issue was
completed on 18 July 2023. The 42,750,000 bonus shares were
allofted and issued and the relevant share certfificates were
despatched to the shareholders of the Company on 18 July
2023.

FAIR VALUE MEASUREMENTS OF FINANCIAL
INSTRUMENTS

The carrying amounts of the financial instruments at amortised
cost are not materially different from their fair values as at 30
June 2023 and 31 December 2022.

No financial instruments were used for hedging purposes.

ARRRBEER-_ZE_=FNA=+tHEBTZERE
BEAG(ZB=FRRAFKE]) EERET
Al EERERHET(10)RRBAERMNEE—(1)
MRATIR ([ALRR 34T ]) - AARBITER _ZE_=F+
B+ /\B5EK * 42,750,000 % 4T i% © 1 A 2% K 3¢
T MEBREER_Z_=F+tA+\BFET
AN/N

18. EWMIAZATVEE

RZB_=ZFXA=1+BER-_F__%+_H
=t—H ZERBENAARZERMITAZERE
BEEANTETEEAEER -

BECHSRTARBFELEFRE -
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NOTES TO THE CONDENSED CONSOLIDATED R4S I ISR M sT
FINANCIAL STATEMENTS

For the six months ended 30 June 2023 BE-ZT-_=FA=1+HI<MAA
19. COMMITMENTS 19. &IE
Capital commitments B A
Capital expenditures contracted for but not yet incurred at the REBRERARDITOEREENERRAIZLT ¢

end of each reporting period are as follows:

As at As at
30 June 31 December
2023 2022

T
ARA=tH +ZA=1+—H
Unaudited Audited
REES K
RMB’000 RMB'000
AR FT ARETFT

Property, plant and equipment M - BE REE 58,110 69,399
In previous year, the Group entered an agreement with REEEE  AEBEEP R FEEAT S HE - &
the local authority in the PRC that the Group is required to EE AR AT EE 2 FHE + H A TE TE B I 3R N S KRR
complete the construction work of a factory within a scheduled BEUREETRR - MAEBERENEHNEITHE
time table for the leasehold land acquired. The Group is REE SRR -

subject to penalty if the Group failed to fulfill the requirement
within the deadline.

According to the terms of the agreement, the total investment BEHEGEDR - 2%E 5 AR 220,000,000 °
is RMB220,000,000. As at 30 June 2023, the remaining R-ZEBE-=FA=+H B TEEHAEAEE
commitment is approximately RMB180,872,000 (31 December 180,872,000 c(ZFE -+ -_A=+—H: AE

2022: RMB182,272,000). 182,272,000 7T) °
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023
19. COMMITMENTS — continued

Lease commitments
The Group as the lessee

At 30 June 2023, the Group had short-term leases commitment
which fall due as follows:

R B4R & B 35 R R Y =

Bz

19.

Eo=FRA=+THIEARER

RIE— &

FEBERERBA

RIZZ=FRA=1TH FTEEZEHHEERE
FEBERAT

As at As at
30 June 31 December
2023 2022

—E-=HF T F
AA=+H +=ZA=1+—H
Unaudited Audited

RBEST &S

Within 1 year —FR

RMB’000 RMB'000
AREFT AE¥TT

435 491

The Group as the lessor

At 30 June 2023, the Group had total future minimum lease
receivables under non-cancellable operating lease with its
tenants which fall due as follows:

FEBERHBEA

RIZBZ=FR A=1TH FEBHEEABEAZT
AHAHEEMEER T 2 RREEHE R KRR RE
AMBERMOT

As at As at

30 June 31 December

2023 2022
—EB-=fF —E

AA=tH TZRA=+—H

Unaudited Audited

REE feEE

Within 1 year —FR

RMB’000 RMB’000
AREFT ARETFT

277 =
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NOTES TO THE CONDENSED CONSOLIDATED R4S I ISR M sT
FINANCIAL STATEMENTS

For the six months ended 30 June 2023 HE-Z-=FXA=t+tHILEXHEA

20. RELATED PARTY TRANSACTIONS 20. BHARS
Other than disclosed elsewhere in the condensed consolidated BB A T BHREREME S MIETREEIN - AEEH
financial statements, the Group has the following transactions RE—REKBRETEAERBE AT U TNHERGE
with its related parties in the normal course of its business and 2R5

mutually agreed between both parties:

(a) Recurring transactions (a) RBEMERS
Six months ended 30 June
BEAA=tTHLEAEA
2023 2022
—T__F
Unaudited Unaudited
RISE REEER
RMB’'000 RMB’000
ARKEFT ARETFT
Rent paid to Mr. Emest Chen (Note (i) BRRAREEZ T 2B M7 () 960 960
Purchase of red wine from a related company m) — R R Bk A BB B AR (B 22 (1i))
(Note (ii)) 415 375
Notes: W
(i) The Group rents two properties from Mr. Ernest Chen with a (i) AEBEMRABCERAMBEYE HEHA
lease term of 1 to 10 years (six months ended 30 June 2022: 1 Z210F(BE-S-=FNA=1THL~HE
1 to 3 years) with annual rent payment of RMB1,920,000 (six A1ZE3F) FEHLABARE1,920,000 T
months ended 30 June 2022: RMB1,480,000). (BEZZT=-ZF X A=1THINEA : AR
1,680,0007T) ©
(i) Mr. Ernest Chen, executive director of the Company, are (i) ARBATEFRMBLERZBM AR CLE

the beneficiary owners of this related company. =HAA °
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 30 June 2023
20. RELATED PARTY TRANSACTIONS — continued

(b) Key management personnel remuneration

Key management personnel are those persons holding
positions with authority and responsibility for planning,
directing and controlling the activities of the Group,

R B4R & B 35 R R Y =

HE-Z-=FXA=t+tHIEXHEA
20. BHMARS —#&
(b) XEEBEASHM
FTEEBABEEFEEIRBEEZ XM
EtE - BEREHASEEE 2B 2%
EANT BEES -FEEBABZMED

directly or indirectly, including the Directors. Key T~
management personnel remuneration is as follows:
Six months ended 30 June
BZEAA=TRHLEAMEA
2023 2022
—EB-=fF —E-—F
Unaudited Unaudited
REGE PN &y
RMB’'000 RMB'000
ARWFIT AREFT
Salaries, allowances and benefits in kind e EUREVET 2,407 2,373
Retirement benefit scheme contributions RIRREFIE B 59 59

2,466 2,432

21. CONTINGENT LIABILITIES

i) On 20 October 2022, F LT BREZLETEER A A filed
a civil litigation claim against Guangdong Sanvo
Chemical Industry Technology Limited (“Guangdong
Sanvo”), a subsidiary of the Group, for the settlement of
the expansion project sum of RMB20,087,816 (including
project sum and damages).

During the construction period, Guangdong Sanvo was in
the process of inspection and checkup, and discovered
that there were various non-compliance issues in design
and serious quality issues (including but not limited to
steel bars, infernal walls, external walls, structural walls,
roads, efc.), and therefore filed a counter-lawsuit in the
amount of RMB28,128,984 (including compensation,

damages, operatfing losses, etc.) on the date of first frial,
i.e. 21 November 2022.

21. HAREE

) REF-_FHA-THERILUMBHREET
BERARRBEATREREERER T LA
ER=ZAIMXERAR(ER=M] R
HEFEFRE  2H/ AR 20,087,816
T(BRIRRLENSE) -

RIRETHEER=FMEETRI KR ITRE
B BRIBGFEZEITNARAMEE
LERE(BRENRNEA - A - SME
R BRE) MR -BEXR(AIZF
ToEtT AT R)ARRERFR &
ERARMK28,128984L(BERKES 2
e REEBRERE)
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NOTES TO THE CONDENSED CONSOLIDATED
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For the six months ended 30 June 2023
CONTINGENT LIABILITIES — continued

21.

22.

ii)

A qualified independent third party institution, which was
randomly assigned by the system on the qualified list of
the court, conducted a quality appraisal and submitted
a report (the “Inspection Report”) to the court on 5 July
2023, which proved that the project did have serious
quality issues. The court is currently evaluating the case
and preparing for subsequent trial.

Given that the Inspection Report confirmed that there
are serious quality issues in the construction, therefore
the Board is of the view that no provision is necessary
at this stage, and the project does not affect the daily
production and operation of the Group.

On 14 April 2023, FILTEREZE TR AB R A 7(the
“Plaintiff”) filed a civil litigation claim against the Group's
subsidiary MV Production Site for a sum of RMB7,029,333
(including project payment and damages) for the
settlement of project payment.

The MV Production Site also filed a counter-lawsuit with
an amount of RMB13,397,000 (including compensation,
damages and operating losses, etc.) on 14 July 2023, the
date of first frial. The grounds for the counter-lawsuit was
that during the construction period, the Plaintiff had failed
to fulfill the commitment to complete the completion
acceptance (fire control, water and electricity, etc.),
delayed the progress and repeatedly suspended of
work by various reasons to push for advance payment
of the construction; and refused to assist in handling the
property ownership certificate in violation of the contract.

The Plaintiff applied to the court for withdrawal of the
lawsuit after the first trial. The MV Production Site also
withdrew the counter-lawsuit on 18 August 2023. At this
stage, the frozen bank deposits of RMB5,122,635 (included
in cash and cash equivalents) and real estate warrants
of RMB1,906,698 (included in right-of-use assets) will be
released upon the issuance of the ruling by the court.

Given that the Plaintiff has withdrawn the lawsuit, the
Board is of the view that no provision is necessary at
this stage, and the project does not affect the daily
production and operation of the Group.

EVENT AFTER THE REPORTING PERIOD

The Company completed the Bonus Issue on 18 July 2023
and 42,750,000 bonus shares were allotted and issued by the
Company on the basis of one (1) bonus share for every ten (10)
existing Shares held by the qualifying shareholders on 11 July
2023.

FE BA 4R S B 35 R R BT &

HE-Z-=FXA=t+tHILEXHEA
21. IREBE—#&

22.

REEBYE=- THBEET TEEEFTIR
—R=FEARARIBER T AR (A
BRZERNESEEFE LAMIERKEIR)
(BERE DEPZIERETERELE
I8 o AT B R IEE AR B R R
BRERIE -

ERETHREEPRIERETCREL S
M EFeRRBEEBRLBERREBELE
RZIRTZEAREREEEMER -

RZEBE-=FNA+HBEHRIUTERERET
BERAB(RED R IRREERNEE T
NEIMVAEEMBYRERBRFRE &8
B ARE7,029,333T(BIETREALELD
) o

MVEERBR —BFERBEIZZE==F+t
ATHBE)RAKRERFR 2EAARE
13,397,000 T(RIEFEES  BEHNSREER
KE) - RFAEBHAETHBRESERIT
AHEMESERTIHKRCE - KEZ) - #
MEERS AN NZERHET BRI+
IRF THyRERERERAGRMTE -

RER—BRAERMAEREBBEF  MVE
EEMWR-_ZE-_=ZFNA+NBHHEKX
FoBEBRFERHARTERBLHERE
WREZIRITHERARE 5,122,635 L(BE
TR RBRSEBYIRTHEREZEARE
1,906,698 TL(BEEFEAEEE) °

ERREERF EZCRABERBERAE
BREVWEMZIBIAFEAEERAEAE
FEBAE o

BEMRER

ARARZFZ=FELA+/\B KA RET - A
BRABRREAR-_Z-_=F+tAT+—BERET
(10) RR AR S — (1) IRAT IR 2 H AR T R ¥
17 42,750,000 AT AR AR
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