2014 3k
Annual Report

DAPHNE INTERNATIONAL HOLDINGS LIMITED ( Stockcode:210)
Z X R B B KB B R 2 37 \REARFR210



Contents

H $x

Corporate Information

2w & R

Financial and Operational Highlights
B I 8 T

Chairman’s Statement

i

Management Discussion and Analysis
o B K o

Biographies of Directors and Senior Management
HELAHEEHANBHE
Corporate Governance Report

4B 3% B IR

Report of the Directors

R Rk iy

Independent Auditor’s Report
B 37 A Bl A

Consolidated Income Statement

B A W g R

Consolidated Statement of Comprehensive Income

Bk 5 2 i WAL 2l

Consolidated Balance Sheet
HAEEAMBE

Balance Sheet

wEAME

Consolidated Statement of Changes in Equity
Ai AN fR S B %

Consolida}ed Cash Flow Statement
HABEREE

Notes to the Einancial Statements

0 R R B RE

Five-year Financial Summary

T 47 S 0 R

15

17

29

38

40

41

42

44

45

46

47

120




Daphne International Holdings Limited ¢ Annual Report 2014

CORPORATE INFORMATION

BOARD OF DIRECTORS

Executive Directors

Mr. Chen Ying-Chieh (Chairman & Chief Executive Officer)

Mr. Chang Chih-Chiao
Mr. Chang Chih-Kai
Mr. Chen Tommy Yi-Hsun

Non-executive Director
Mr. Kim Jin-Goon
(with Mr. Lau Wai Kei, Ricky as the alternate)

Independent Non-executive Directors
Mr. Huang Shun-Tsai

Mr. Kuo Jung-Cheng

Mr. Lee Ted Tak Tai

AUDIT COMMITTEE

Mr. Lee Ted Tak Tai (Chairman)
Mr. Huang Shun-Tsai

Mr. Kim Jin-Goon

Mr. Kuo Jung-Cheng

REMUNERATION COMMITTEE

Mr. Kuo Jung-Cheng (Chairman)
Mr. Chen Ying-Chieh

Mr. Huang Shun-Tsai

Mr. Kim Jin-Goon

Mr. Lee Ted Tak Tai

NOMINATION COMMITTEE

Mr. Huang Shun-Tsai (Chairman)
Mr. Chen Ying-Chieh

Mr. Kim Jin-Goon

Mr. Kuo Jung-Cheng

Mr. Lee Ted Tak Tai

COMPANY SECRETARY

Mr. Cheung Chun Hay

AUTHORISED REPRESENTATIVES

Mr. Chen Ying-Chieh
Mr. Cheung Chun Hay

AN g

EHG

HITEF

BRICANSC A (I Fe AT A )
LSk

R FLE A

B B ok

FEPITES
EE2ALE
(Blfglfed i KL S

B EPATE S
BN Se
ARk
FUERITE

ERZARE

BIEREE (FH)
HE A S AR
EB R L
ARG

HMZEE
AR (/)
B 7 e
IR S 2
SBE A
SR

RAZTHE

HE RSB (L)
EB R L
IR
et

AR

R ERSe A

= HE R

o B ER SR AR



CORPORATE INFORMATION

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

17th Floor, Fung House

19-20 Connaught Road Central
Hong Kong

Telephone: (852) 2367 9021
Fax: (852) 2311 3170

OPERATIONAL HEADQUARTER

3908 Hu Qing Ping Road
Zhao Xiang Town

Qingpu County

Shanghai, China

Telephone: (86) 21 3976 2468
Fax: (86) 21 5975 2698

SHARE REGISTRAR AND TRANSFER OFFICE

Tricor Secretaries Limited
Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong

AUDITOR

PricewaterhouseCoopers
Certified Public Accountants

PRINCIPAL BANKERS

Agricultural Bank of China Limited

China Construction Bank Corporation
Fubon Bank (China) Company Limited
Hang Seng Bank Limited

The Bank of Tokyo-Mitsubishi UFJ, Limited

CORPORATE WEBSITES

http://www.daphneholdings.com
http://www.daphne.com.cn

INVESTOR RELATIONS

Email: ir@daphneholdings.com

O 2014 - BER BB B BEIR AR A F

257 B

G &
Cricket Square
Hutchins Drive
P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HWEEEEE
i

F 5 8 1 19-20%%

U K 174

TEHH ¢ (852) 2367 9021
4 (852) 23113170

B M A8

HE i

it s B

18 7 T2 B%3908%%
TEG 1 (86) 21 3976 2468
i E : (86) 21 5975 2698

Ji% o 38 P % G

B A R A
i

25 K R 1835%

A RG22

B i

FBE I R K A 8 2 S
S e

FEA KM

R R SRR AT A A BR A
rh (o 7 R AR AT 1 A BR A
& R #E— R AT

{H AR RAT A R A H]

= 2 W RTUFISR AT

2 W) A8 hik

http://www.daphneholdings.com
http://www.daphne.com.cn

B & # B R

%I : ir@daphneholdings.com



Daphne International Holdings Limited ¢ Annual Report 2014

FINANCIAL AND OPERATIONAL W T 55 o B
HIGHLIGHTS
FINANCIAL PERFORMANCE 85 % Bl
For the year ended
31 December
HETH=T—HILEE
2014 2013 Change
—EemE CF = g1
Turnover (HK$’ million) B (A EEIT) 10,355.6 10,446.5 —0.9%
Gross profit (HK$’ million) FBH (A EWT) 5,737.6 5,838.3 -1.7%
Operating profit (HK$’ million) WERA (T EBIT) 262.4 520.2 —49.6%
Profit attributable to owners of the EN/NEIE XN |
Company (HK$’ million) (A & #57T) 176.0 329.1 -46.5%
Gross profit margin (%) B (%) 55.4 55.9 —0.5pptH 5 &
Operating profit margin (%) B8 TP R(%) 2.5 5.0 —2.5pptH 42
Net profit margin (%) 1) 1 22(%) 1.7 3.2 —1.5pptH 7 &
Basic earnings per share (HK cents) g e AR R (AL 10.7 20.0 —46.5%
Dividend per share (HK cents) B BB S (AL 3.5 8.0 -56.3%
KEY FINANCIAL INDICATORS 0 3
For the year ended
31 December
BEFT A=+ —HILEE
2014 2013 Change
ZR s TR DA g4t
Average inventory turnover (days) (Note 1) A BB (B) (B sE—) 194 198 -4
Average debtors turnover (days) (Note 2) T REYCR A (F) (52 12 12 =
Average creditors turnover (days) (Note 3) Y RE AT IR AR I (A (B3 =) 103 85 +18
Cash conversion cycle (days) (Note 4) e RE(H) (k) 103 125 -22
Capital expenditure (HK$’ million) (Note 5) AR (F &) (Mt ) 518.9 3442 +50.8%
As at 31 December
R+ —-H=+—H
2014 2013 Change
SE g F ok g
Cash and bank balances (HK$’ million) B4 JARAT & R (3 B 0)

(Note 6) (B EE7S) 1,528.7 1,374.4 +11.2%
Bank loans (HK$’ million) SRATRR (H ## D) 96.5 117.0 -17.6%
Convertible bonds (HK$’ million) RS (A E U T) 680.7 689.2 -1.2%
Equity attributable to owners of the A A HEAR N RE A RE A

Company (HK$’ million) (A ® s e) 5,058.0 5,043.7 +0.3%
Current ratio (times) (Note 7) EE B LR () () 2.4 2.4 =
Net gearing ratio (%) (Note 8) T AME (%) (FE ) Net cash Net cash N/A

F B & FH & AN




FINANCIAL AND OPERATIONAL
HIGHLIGHTS

Notes:

1. The calculation of average inventory turnover (days) is based on the average
of opening and closing inventory balances divided by the cost of sales and
multiplied by 365 days.

2. The calculation of average debtors turnover (days) is based on the average of
opening and closing balances of trade receivables divided by the turnover and
multiplied by 365 days.

3. The calculation of average creditors turnover (days) is based on the average of
opening and closing balances of trade payables divided by the purchases and
multiplied by 365 days.
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A B (H) Ty 3 AR B4R 8 A7 B 2 T B R R
DA g B A< Ffe LA365 A wHE -

T2 E i AR () T3 AR ) S AR SR R BT P
iR R DA 2R I36S H T3 -
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4. The calculation of cash conversion cycle (days) is based on the average  VH. BIE&IEIRKEL (H) J53F- 77 BB (H) In-7- 25 fE il
inventory turnover (days) plus average debtors turnover (days) minus average WRAEEH (A7) WP RE AT BRE N (A) 515 -
creditors turnover (days).

5. Capital expenditure comprises acquisition of land use rights and property, plant F BB S A G RE S R R
and equipment, cash expenditure on license rights and capital contribution to A AREM B B S LR A E AR SR .
joint ventures.

6.  Cash and bank balances comprise cash and cash equivalents, pledged bank 7N, Bl & KRITA SR A& LB &EFEY - CHEMBITHF
deposits, structured bank deposits and bank deposits with maturity over three A SRAT S AT AR B AT SO =R 3 2 SRAT AR o
months.

7.  The calculation of current ratio (times) is based on total current assets divided by . &EERB LR () HRER+ A =+ —H2ZRB&EE
total current liabilities as at 31 December. AR LI B A AR A -

8. The calculation of net gearing ratio (%) is based on net debt (being the total ~ /\. {FAMILR( @) JIMRIER+H =+—H 2 A FFH (1)
of bank loans and convertible bonds, less cash and bank balances) divided by SRAT BN B ] B 5 2 AR > LI A R ARATAEBR) BRDA
equity attributable to owners of the Company as at 31 December. A A N EAGE 55 A

Turnover Analysis Number of Points-of-Sale

BEBIN HEMEHA

(For the year ended 31 December)

(BRE+ZA=+—HILEE) 8,000~

7,000 |- 6,757 6,702
2014 6,000 [~
5,000 |~
2013 4,000 -

2% 6.402 6,319
[ 37 3,000 (-

8% 7% 90% 90%
2,000 |~
OEM Business 1,000 |-
0
31 December 2014 31 December 2013

ZEF-WEFZAZT-R 228+ ZA=ZH

Core Brands Business Other Brands Business
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CHAIRMAN’S STATEMENT

The year 2014 was extremely challenging for retailers in Mainland
China, and the Group was not exempt. Moderate growth is now
recognised as the new norm for China’s economy. Overall consumption
sentiment remained soft. During the year, stiff competition from local
regional players and online retailers, as well as rising operating costs
persisted, if not intensified, in China. The absence of the pre-Chinese
New Year peak shopping season due to calendar shift and the unusual
weather patterns exerted further downward pressure on retailers,
especially those in the fashion sector such as us. Under such tremendous
operating pressures, the Group pressed on with its decisive measures
to manage excess inventory through aggressive destocking, as one of
the key steps to build the solid foundations for future growth. As a
result, for the year ended 31 December 2014, the Group’s turnover was
HK$10,355.6 million, which was comparable to that in the previous
year, and profit attributable to owners of the Company decreased by
46.5 % to HK$176.0 million.

Despite the headwinds in Mainland China’s operating environment and
mass market for ladies’ shoes, the Group stayed focused on executing
its strategic initiatives and enhancing its adaptability. As a result, the

Group managed to make solid progress in key areas.

Amidst the tough market situation, we narrowed the same-store sales
decline and maintained our annual turnover at a comparable level. Sales
volume resumed growth in the second half of 2014, thanks to store
traffic improvement and the broadening of customer base.

Meanwhile, we continued to address our inventory issue and made
aggressive efforts to clear aged stocks. This improved our inventory
turnover days, inventory mix, and also served to enhance our cash flow
situation. This will give us more flexibility in future development.

During the year, we ramped up marketing efforts with a view to
revitalising our brand image. Apart from celebrity-driven marketing
activities, we carried out a large-scale renovation programme for over
600 stores with a new store design. This, together with an increased
emphasis on digital marketing, enhanced the Group’s brand image and
competitiveness with local and online competitors. We are honoured
to be the only local brand among top 5 in Baidu’s Brand Digital Equity
Survey 2014 in China, after 4 renowned international brands. This
served to show the strong brand equity “Daphne” enjoys in China and

our dominance in consumers’ mind share.

In 2014, we were delighted that our e-commerce channel achieved high
sales growth and increased its contribution to the Group’s turnover.
During Alibaba’s most important online shopping event “Singles’ Day
20147, “Daphne” brand ranked first in Tmall’s ladies’ shoes category.
The Group also strengthened its partnerships with key online shopping
platforms, including Tmall, VIP.com and JD.com. With the support of
more interactive and diversified online promotions, the Group’s online
customer base was also broadened.
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CHAIRMAN’S STATEMENT

In light of the solid progress we have made, we believe our growth
model is moving in the right direction. However, it will take time for
these measures to translate into financial gain. Though headwinds
remain, and clear signs of recovery in the retail market have yet to be
seen, the Group will continue to pursue its key strategic initiatives in the
coming year.

To strengthen inventory management, the Group will continue to clear
excess aged stocks to attain a healthier inventory mix and level. This
will gradually lead to improvement in gross profit margin as the pressure
for destocking continues to decrease. Further cash accumulation will
also support business development.

The Group is refining market segmentation for the “Daphne” brand
to broaden its appeal. We will drive further differentiation among
“Daphne’s” seven product lines and sub-brands and will give each of
them more distinctive positioning, image and product offering. Store
layout, product display, pricing, staff training and marketing activities
will be adjusted accordingly to create a strong image and consistent
presentation. We believe these measures will effectively increase our
competitiveness against online and local regional peers.

In the coming year, the Group will remain selective in store expansion
in accordance with prevailing market conditions, and will attach greater
importance to sales productivity. We will also further diversify our
distribution channels to enhance sales performance.

Encouraged by the success of its e-commerce business in “Singles’
Day 2014” event, the Group will continue to fuel growth momentum of
this channel, as well as to generate synergies of our online and offline
platforms.

China is still one of the world’s fastest-growing economic powerhouses
in spite of its recent decelerated economic growth. Ongoing urbanisation
and government policies to spur the growth in personal income and to
create more jobs imply immense potential for growth. Looking ahead,
we will adhere to our objective of strengthening our fundamentals and
making all necessary adjustments to evolve our growth model to adapt
to the new norm of China’s growth, and we are set to reap benefits
when the market turns around. The Group will press ahead with its
improvement initiatives and is confident about resuming growth in the
medium and long term, with a view to achieving good returns to our
shareholders.

On behalf of the board of directors, I would like to express my gratitude
to all our customers and business partners for their continuous support,
and the management team and employees for their contribution and hard
work. I also appreciate our shareholders for their unwavering trust in the
Company. We remain committed to bringing sustainable value in the
years to come.

Chen Ying-Chieh
Chairman and Chief Executive Officer

Hong Kong, 24 March 2015
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

The year 2014 was extremely challenging for retailers in Mainland
China, whose gross domestic product (“GDP”) grew by 7.4%, the
slowest in over two decades. The continued slowdown in the market
dented consumer confidence. The Group also faced keen competition
from local regional players and online retailers.

On the other hand, operating costs were increasing, especially the
labour costs. The absence of the pre-Chinese New Year festive shopping
season due to calendar shift, together with the unusual weather patterns,
seriously affected retailers, especially those in the fashion sector.

Group Performance

For the year of 2014, the Group’s turnover amounted to HK$10,355.6
million (2013: HK$10,446.5 million). Gross profit declined by 1.7% to
HK$5,737.6 million (2013: HK$5,838.3 million). Operating profit was
HK$262.4 million (2013: HK$520.2 million), and profit attributable
to owners of the Company was HK$176.0 million (2013: HK$329.1
million).

Basic earnings per share were HK10.7 cents (2013: HK20.0 cents). The
board of directors did not recommend the payment of any final dividend,
and as such, the total dividend per share in respect of the year of 2014
was HK3.5 cents (2013: HKS8.0 cents) per share.

As at 31 December 2014, the Group’s points-of-sale (“POS”) totaled
6,757, representing a net increase of 55 POS during the year. The
Group’s sales network includes 6,402 POS under its Core Brands
(“Daphne” and “Shoebox” in Mainland China) and 355 POS for Other
Brands business.

To cope with the challenges in Mainland China’s operating environment
and mass market for ladies’ shoes, the Group stepped up a number of
measures to adapt itself to the market conditions, and managed to make
positive progress in the following areas during 2014:

. The Group maintained comparable annual turnover despite the
tough market situation. It also narrowed the same-store sales
decline as compared to that of 2013. Although the gross profit
margin of the retail business was adversely affected by the
aggressive destocking, the Group managed to have a positive
growth in the sales volume. Thanks to the improvement of store
traffic and the broadening of customer base.

. The total value of inventory decreased by 14.0% or HK$369.6
million. Inventory turnover days for the Group decreased by 4 days
to 194 days in 2014 as compared to 198 days in 2013, showing a
substantial improvement from 208 days recorded in the first half
of 2014. The inventory mix also improved. These are resulted
from the Group’s aggressive efforts in clearing aged stocks, and in
improving the quality of inventory.

. The cash situation was improved, as evidenced by the increase in
cash and bank balances to HK$1,528.7 million as at 31 December
2014 from HK$1,374.4 million in 2013, and net cash position
increased to HK$751.5 million from HK$568.2 million last year,
in spite of a large one-time office purchase during 2014. This
is mainly resulted from the vigorous efforts to liquidate the old
inventory during the year.
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MANAGEMENT DISCUSSION AND
ANALYSIS

. Brand image has been revitalised with the implementation of
the celebrity-driven marketing strategy in 2014. New image
ambassadors were signed during the year, including Ms. Jun
Ji-Hyun (the most popular Korean actress in the region), Mr.
Nicholas Tse (top actor and singer from Hong Kong) and Ms. Puff
Guo (top singer and actress from Taiwan). In addition, the Group
also created crossover brand and product line, such as the “Ondul”
brand in collaboration with top actress in Mainland China, Ms. Gao
Yuan Yuan, and the “Hello Kitty Collection by Daphne” product
line. Store image was enhanced through a renovation programme
of more than 600 stores and the launch of a new store design. These
were also accompanied by the increase in the marketing activities.
These investments in marketing not only revitalised the brand
image, but also helped improve the store traffic and increased the
Group’s competitiveness with local and online competitors.

. In Baidu’s Digital Brand Equity Survey 2014, “Daphne” is the
only local brand among the top 5 brands in the Apparel and
Accessories Category, after 4 renowned international brands. In
other words, “Daphne” ranked top in ladies’ footwear sector in
China. The survey results were based on the analysis of online
content, positive mentions, search behaviours, etc. from the big
data of Baidu, the most popular search engine in China. This shows
the strong brand equity of “Daphne” in China.

. The Group’s e-commerce business delivered strong sales growth
and contributed more to the Group’s turnover. The growth is
mostly driven by sales volume. In Alibaba’s most important online
shopping event “Singles’ Day 2014”, “Daphne” brand ranked top
in Tmall’s ladies’ shoes category. The Group also strengthened its
partnerships with key online shopping platforms, including Tmall,
VIP.com and JD.com. The Group’s online customer base was also
broadened with the support of more interactive and diversified
online promotions.

. The Group has also been rationalising cost structure and investing
in various aspects to build a healthier and solid platform for
future growth. In addition to the decisive measures to manage
inventory and revitalise the brand and store image, the Group also
stabilised the sales force and improved staff retention rate, and as
such, an increase in labour cost was deemed necessary. New store
management programmes were introduced and sales skill training
programmes were conducted. New stores’ performance improved
after the store opening procedures were further scrutinised.

In addition, the Group continued its best endeavours to improve its
disclosure and corporate governance during the year. This earned the
Group recognition from the investors community. It ranked among
the Top 100 for investor relations (“IR”) in Greater China in the
investor perception survey conducted for the IR Magazine Asia Awards
2014/2015 among over 2,400 listed companies in the region.

Core Brands Business

The Group’s Core Brands business represents the distribution of
ladies’ footwear in the mass market under its own brands, “Daphne”
and “Shoebox” in Mainland China, through a network of both directly
managed and franchised stores. Despite a low-single-digit decline in
the same-store sales, turnover at this business segment was HK$9,492.6
million, comparable to that for 2013 (2013: HK$9,561.3 million).
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MANAGEMENT DISCUSSION AND
ANALYSIS

The segment revenue from external customers of the Core Brands
business still accounted for 90% of the Group’s total revenue in 2014
(2013: 90%). Average selling price for the year saw a mid-single-
digit decrease, which is mainly due to the aggressive clearance of aged
stocks.

The Group had a net increase of 83 POS under the Core Brands business
for 2014, as it resumed net store openings during the second half of the
year. As at 31 December 2014, the Group had a total of 6,402 POS under
Core Brands business, comprising 5,748 directly-managed stores, and
654 franchised stores. The proportion of directly-managed stores was
further increased to 90% (2013: 87%) in the total store portfolio of Core
Brands business.

Number of POS of Core Brands business:

At 31 December

o BILIE w w e or He
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At 31 December

2014 2013 Change
R R_F—=
+=-HA=+—H +=-HA=+—H 84k
Directly-managed stores HEM 5,748 90% 5,491 87% +257 +4.7%
Franchised stores Jin B s 654 10% 828 13% -174 -21.0%
Total AR 6,402 100% 6,319 100% +83  +1.3%

Number of POS of Core Brands business by city tier:

At 31 December

B o ik L S 5 B 55 280 2 ok i 4 i 1 o A

At 31 December

2014 2013 Change
/At Sl 11 23 AR A
+-HA=+—H +—-HA=+—H =419
Tier 1 — BT 731 12% 703 11% +28  +4.0%
Tier 2 TR 1,607 25% 1,394 22% +213  +15.3%
Tier 3 EX 210 1,238 19% 992 16% +246  +24.8%
Tier 4-6 WEVAN 78t 2,826 44 % 3,230 51% —404 -12.5%
Total a5 6,402 100% 6,319 100% +83  +1.3%

As a result of the aggressive destocking of old products during the
year, the gross profit margin of Core Brands business contracted by 2.1
percentage points to 53.8% from 55.9%. In the second half of the year,
the Group was determined to manage the inventory level, therefore
it carried out more aggressive promotions and offered substantial
discounts to drive the top line, in particular, to clear aged products.
These efforts led to a positive same-store sales growth for the third
quarter. However, the favourable effect of the measures to drive up
the top line was offset by the offering of heavy discounts which were
necessitated by intense competition. Moreover, the absence of the pre-
Chinese New Year festive shopping season in 2014 aggravated the
negative operating leverage, and further impacted the net profit margin.
The continuous increase in operating costs, especially labour costs,
exerted further downward pressure on the Group’s operating margin
as well. As a result, the operating margin of Core Brands business
decreased to 2.4 % (2013: 6.4%).
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MANAGEMENT DISCUSSION AND
ANALYSIS

Other Brands Business

The Other Brands business of the Group mainly comprises the
operations of mid- to high-end brands (including own brands and
brands with exclusive distribution rights comprising “AEE”, “Step
Higher”, “AEROSOLES” and “ALDO” in Mainland China, Hong Kong
and Taiwan). However, during the year, e-commerce gathered strong
momentum and increased its revenue contribution to this business
segment. The overall turnover at the Other Brands business rose by
14.6% to HK$838.4 million (2013: HK$731.8 million), and accounted
for 8% of the Group’s total turnover in 2014, up from 7% in 2013.
Also, this business segment successfully achieved a turnaround to an
operating profit of HK$17.9 million for the year from the operating loss
of HK$86.1 million in last year.

The portfolio of mid- to high-end brands recorded a mild decrease in
turnover due to a net decrease of 28 POS for the year of 2014. However,
the Group remained focused on projecting a more distinctive brand
image and product offerings, which helped increase the stores’ sales
efficiency and improved the average profitability per store of this brand
portfolio. The portfolio of mid- to high-end brands performed better
during the year with narrowed operating loss.

The remarkable performance of e-commerce was attributable to
increased intensity and diversity of online marketing activities, close
partnerships with major online shopping platforms, and strong online
sales of out-of-season items. The e-commerce business unit continued
to see improvement in its net profit, although its contribution to the
Group’s profit was still not material.

FINANCIAL REVIEW

Segmental Analysis
The business performance of individual segments for the year ended 31
December is summarised as follows:
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2014 2013 2014 2013 2014 2013
(HKS’ million i & it it) “EFNE = “F-NE ZZ-=F 0 ZF-NE ZT-=F
Revenue from external customers ¥ 50 % F it & 9,303.2 9,431.2 838.4 731.8 214.0 283.6
Inter-segment revenue il 189.4 130.1 - - 1,047.5 948.2
Total segment revenue AR AR 9,492.6 9,561.3 838.4 731.8 1,261.5 1,231.8
Segment gross profit IHEEA 5,103.3 5,344.6 525.3 405.6 117.6 833
Segment gross margin B 53.8% 55.9% 62.7% 55.4% 9.3% 6.8%
Segment operating profit/(loss) /M AEE AR/ (&H) 2252 616.2 17.9 (86.1) 58.7 17.9
Segment operating margin AR B AR 2.4% 6.4% 21% (11.8%) 4.7% 1.5%
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MANAGEMENT DISCUSSION AND
ANALYSIS

Liquidity and Financial Resources
As at 31 December 2014, the Group had cash and bank balances,
comprising cash and cash equivalents, pledged bank deposits,

o BILIE w w e or He
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structured bank deposits and bank deposits with maturity over three ﬁﬁﬁ & AT % &ﬁ KR =8 A 2 SRATAE ) tﬁ
months, amounting to HK$1,528.7 million (2013: HK$1,374.4 million)  1,528.7H ##5 0 (=& — =4F : 1,374.4 10 & {% Jt) >
denominated mainly in Renminbi. The net increase in cash and bank 3222 DL A R W 2 4% ;%_r iAo fli N B 4 B SR AT &G R g
balances of HK$154.3 million (2013: net decrease HK$120.4 million) 3§l 154.377 BT (=& — =4 - 212040 &
during the year is analysed as follows: WoT) B Hran s
2014 2013
(HK$’ million 7 # ¥ 70) —Z 4 —E A
Net cash generated from operating activities REEBEENB ST 667.8 432.6
Capital expenditure BB ST (518.9) (344.2)
Net dividend paid O AT S i (92.2) (250.7)
Net interest received {% FLE WA 39.9 6.0
Proceeds from issue of shares upon exercise A7 {68 3 R T A e 1 22 9T A5 3T
of share options - 7.3
Proceeds from disposal of property, WY - BB B A TS B IE
plant and equipment 1.6 2.2
Net bank loans (repaid)/borrowed 7 4R ﬁ% () /fEA (20.5) 109.9
Decrease/(increase) in entrusted loans st D (BN 99.4 (104.2)
Effect of exchange rate changes and others sk @E?ﬁ%fﬁ SR 2 50 BN H A (22.8) 20.7
154.3 (120.4)

On 25 April 2014, the Company entered into a Deed of Amendment
relating to the convertible bonds issued in 2009. The terms of the
convertible bonds were amended to the effect that the maturity date of
the convertible bonds will be extended to 24 April 2015, all interest
accrued but unpaid for the period from 1 January 2014 to 24 April 2014
will be irrevocably waived, and the convertible bonds will not carry any
interest from 25 April 2014 to 24 April 2015. Moreover, the warrants
issued in 2009 were lapsed upon the expiry on 11 June 2014.

As at 31 December 2014, the Group had unutilised banking facilities
amounting to HK$61.6 million (2013: HK$63.6 million). The Group’s
current ratio was 2.4 as at 31 December 2014 (2013: 2.4). The Group
has sufficient resources currently to support expansion and development
of business in the future, and to meet its liabilities when they fall due.

To maximise the return on idle liquid resources, during the year, the
Group placed a number of principal-protected structured bank deposits
with registered banks in Mainland China. Total bank interest income
earned for the year was HK$47.1 million (2013: HK$33.4 million).

As at 31 December 2014, the Group’s net gearing, calculated on the
basis of net debt (being total bank loans and convertible bonds less cash
and bank balances) over equity attributable to owners of the Company,
was in a net cash (2013: net cash) position.

Foreign Exchange Risk Management

Management closely monitors the market situation and may consider
tools to manage foreign exchange risk whenever necessary. During each
of the two years ended 31 December 2014, the Group entered into a
foreign exchange forward contract to hedge the foreign exchange risk
exposure on a bank loan denominated in United States dollar.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Pledge of Assets

As at 31 December 2014, the Group’s pledged bank deposits amounting
to HK$6.9 million (2013: HK$4.5 million) were pledged for banking
facilities.

Capital Expenditure

During the year, the Group incurred capital expenditure of HK$518.9
million (2013: HK$344.2 million) mainly for retail network expansion
and renovation, acquisition of land use rights and construction of
production facilities, regional warehouses and offices, etc.

Contingent Liabilities
As at 31 December 2014 and 31 December 2013, the Group had no

significant contingent liabilities.

Human Resources

As at 31 December 2014, the Group had a workforce of about 26,000
(2013: 27,000) people predominantly in Mainland China, Taiwan
and Hong Kong. Employee benefits expense, including directors’
emoluments and share-based payment expense, for the year was
HK$1,504.3 million (2013: HK$1,477.5 million). The Group values
its human resources and recognises the importance of retaining high
calibre employees. Remuneration packages are generally structured
with reference to market conditions and terms as well as individual
qualifications. In addition, share options, share appreciation rights
and discretionary bonuses are granted to eligible employees based on
the performance of the Group and of the individual employee. The
Group also provides mandatory provident fund schemes, medical
insurance schemes, staff purchase discounts and training programmes to
employees.

OUTLOOK

China is still among the fastest-growing major economies in the world
despite its economic slowdown. The Group is confident that we will
be able to revitalise our operation and improve performance on the
back of the country’s incessant urbanisation, and its proactive policies
to increase personal income and create more jobs in the coming
years. We are well-positioned to tap the immense potential of China’s
consumption market.

In the present stage of development, the Group has to tackle
simultaneously the challenges posed by sluggish consumer sentiment,
fast-changing consumer behavior, more intense competition, as well
as making structural adjustments and adaptations to the country’s
economic slowdown under the new norm. These are no easy tasks, but
the Group is committed to making its best endeavours to withstand all
the issues and difficulties, so as to resume growth, improve the financial
returns, and enhance the shareholders’ value.

From the solid progress we have made, we believe that we are steering
towards the right direction in evolving our growth model. Nevertheless,
these improvement measures will take time to translate into financial
returns.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Although the headwinds may prevail, and signs of consistent
improvement in the retail market are yet to be seen, the Group will
continue to execute its dynamic strategies and strive for progress in the
following key strategic initiatives in the coming year for medium and
long term growth:

. Strengthen Inventory Management — The Group will continue
to make inventory management its priority by clearing excess
aged stocks and by attaining healthier inventory mix and level.
The Group is mindful of the need to strike the delicate balance
between sales growth and inventory management, and therefore
it will endeavour to make structural adjustments in its inventory
management. The Group is confident that the gross profit margin
will gradually improve as the destocking pressure continues to
reduce and the sales mix becomes more balanced.

. Bolster Brand Image, and Step Up Marketing and
Merchandising — To strengthen the brand image, enhance
its appeal to broader customer base, and better deploy the
celebrity-driven marketing strategy, the Group is working on its
development of multi-facets for “Daphne” brand through more
in-depth customer segmentation. The Group aims to give a more
distinctive image to each of the product lines by refining the
product offering and pricing strategy, revamping the product
display, equipping sales staff better with brand knowledge to guide
shopping, forming stronger association with each of the appointed
celebrities, and stepping up its marketing efforts. These measures
will not only differentiate “Daphne’s” products further from the
competitors, but also make “Daphne’s” products stand out and
appeal to a broader range of customers.

. Accelerate Growth of E-commerce — Encouraged by its success
in the biggest online shopping event “Singles” Day 20147, the
Group will continue to channel great energy into fuelling the
growth of its e-commerce business. It will analyse the success
factors for that event, and will strive to replicate the success in
its overall online operation to boost its performance. In addition,
the Group will generate synergies between its online and offline
platforms through integration.

With its more than 20 years of experience in the ladies’ footwear
industry in China, the Group has a long track record of success through
both tough and positive economic circumstances. As a well-established
nation-wide consumer brand in China, the Group has the largest ladies’
footwear retail network (under one single brand) in China, and always
ranks among the top brands in numerous consumer brand surveys and
market share analysis by Euromonitor. This unparalleled leadership
position in China, even more prominent in the mass segment, offers
the Group a solid base as well as strong leverage to propel for future
prosperity.

In view of the uncertainties in play, and the increasingly complicated
and fast-changing market, the Group will seize opportunities for
growth and tackle challenges by taking full advantage of its well-
scaled business model, financial strength, strong brand equity, and
adaptability. The Group will press ahead with all the improvement
initiatives and is confident that it will resume growth in the medium and
long term.
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BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. CHEN Ying-Chieh, aged 45, is the Chairman and Chief Executive
Officer of the Company and is responsible for the overall corporate
and business strategic planning of the Group. Mr. Chen obtained a
bachelor’s degree in International Trade from Chung Yuan Christian
University. He has been working with the Group since 1992. Mr. Chen
is a cousin of Mr. Chang Chih-Kai, Mr. Chang Chih-Chiao and Mr.
Chen Tommy Yi-Hsun, all executive directors of the Company, and he
holds directorships in certain subsidiaries of the Company.

Mr. CHANG Chih-Chiao, aged 32, joined the Group in 2007 and is
currently primarily responsible for specialised business projects and
negotiations. He obtained a bachelor’s degree in Visual Communication
from the Northumbria University in the United Kingdom. Mr. Chang is
the brother of Mr. Chang Chih-Kai, a cousin of Mr. Chen Ying-Chieh
and Mr. Chen Tommy Yi-Hsun, all executive directors of the Company.

Mr. CHANG Chih-Kai, aged 34, joined the Group since 2003 with
focus on product development and general management. He has studied
a bachelor’s degree of Art in Auckland University after graduated from
Pakuranga College in New Zealand. Mr. Chang is the brother of Mr.
Chang Chih-Chiao, a cousin of Mr. Chen Ying-Chieh and Mr. Chen
Tommy Yi-Hsun, all executive directors of the Company, and he holds
directorships in certain subsidiaries of the Company.

Mr. CHEN Tommy Yi-Hsun, aged 33, joined the Group in 2004 with
focus on planning and management of the Group’s manufacturing
business. Prior to joining the Group, Mr. Chen worked in footwear
trading and manufacturing companies where he had over 10 years of
experience. Mr. Chen graduated from the University of Victoria in
Canada with a bachelor’s degree in Arts. Mr. Chen is a cousin of Mr.
Chen Ying-Chieh, Mr. Chang Chih-Kai and Mr. Chang Chih-Chiao,
all executive directors of the Company, and he holds directorships in
certain subsidiaries of the Company.

NON-EXECUTIVE DIRECTOR

Mr. KIM Jin-Goon, aged 47, was appointed as a non-executive director
of the Company in April 2011. Mr. Kim is currently a partner of TPG
Capital, Limited (“TPG”), a world’s leading private equity investment
firm and an affiliate of Premier China, Limited (“Premier China”),
which has substantial interests in shares and convertible bonds of the
Company, and he is a member of TPG’s Operation Group. Mr. Kim
is an executive director, the executive vice chairman, a member of
nomination committee and a member of the executive committee of Li
Ning Company Limited, a company listed on The Stock Exchange of
Hong Kong Limited. He also served as interim chief executive officer
of Li Ning Company Limited till November 2014. From 2007 to 2011,
he was an executive director and the interim chief executive officer
of China Grand Automotive Service Co., Ltd., and was appointed as
vice chairman of the board from April 2012 to September 2013 and
built China’s leading passenger car retail and service network. As a
director of the board from July 2008 till January 2014, Mr. Kim led
the turnaround of UniTrust Finance & Leasing Corporation, a leading
capital equipment leasing company in China. Mr. Kim has led TPG’s
operational initiatives to help transform the Company’s core operations
and pioneer industry’s first fast retail business model. Prior to joining
TPG, Mr. Kim worked for Dell Inc. as the managing director of its
Korea business from 2002 to 2006. Prior to that, from 2000 to 2002, Mr.
Kim was the vice president of Internet Business Capital Corporation
in Cambridge, Massachusetts, a privately-funded early stage venture
capital firm, and from 1996 to 2000, he was the engagement manager
at McKinsey & Company, an international management consulting
firm. Mr. Kim received his undergraduate degree in arts majored in
Government and East Asian Studies from Harvard University with High
Honors, conducted postgraduate research at Nanjing-Hopkins Centre in
China, and returned to Harvard University to pursue his master of public
policy.
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BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

ALTERNATE DIRECTOR

Mr. LAU Wai Kei, Ricky, aged 45, was appointed as an alternate
director to Mr. Kim Jin-Goon in April 2011. Mr. Lau is a partner of
TPG where he has over 15 years of investment experience and he was
designated by Premier China as its observer on the board of directors
of the Company. Mr. Lau also serves as a director of China Grand Auto
Service Co., Ltd. Before joining TPG, Mr. Lau was responsible for the
corporate and project finance division of Hopewell Holdings Limited
(“Hopewell”), a regional infrastructure project developer. He joined
Hopewell in 1993 and spearheaded the development and financing of
several power and transportation projects in China, India and Thailand.
Mr. Lau completed Kellogg-HKUST Executive MBA in 2009. Before
returning to China, he spent time in Canada and graduated from the
University of British Columbia in 1992. He is a CFA charterholder
and has served or serves on the board of Shenzhen Development Bank,
China Grand Auto, Ingham Holdings and Phoenix Satellite Television.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. HUANG Shun-Tsai, aged 61, is a director of four technology
companies in Taiwan. He has been active in the technology field
for over 15 years. Mr. Huang was appointed as an independent non-
executive director of the Company in 2001.

Mr. KUO Jung-Cheng, aged 64, is a director of a manufacturing and
distribution company in China. Mr. Kuo is a former senator of the
Legislative Council in Taiwan. He has been serving the community in
Taiwan as a representative for over 10 years. Mr. Kuo holds a MBA
degree from the University of Hawaii. Mr. Kuo was appointed as an
independent non-executive director of the Company in 2001.

Mr. LEE Ted Tak Tai, aged 64, was appointed as an independent non-
executive director of the Company in September 2011. Mr. Lee is the
managing director of T Plus Capital Limited which is engaged in the
provision of strategic, financial and business development advisory
services. Currently Mr. Lee is an independent director and a member
of the audit committee of Autohome Inc., a company listed on the
US New York Exchange and a director of Shriro Trading (Shanghai)
Company Limited, a privately held company established in China. Mr.
Lee is an US certified public accountant (inactive) and he has extensive
experience in auditing and accounting sectors and he was a senior
partner at Deloitte where he worked for over 30 years both in United
States and Asia. Mr. Lee graduated from California State University,
Fresno with a bachelor’s degree in Accounting and obtained a MBA
degree from University of Southern California.

SENIOR MANAGEMENT

Mr. LIN Che Li, Jerry, aged 47, joined the Group as the Chief
Financial Officer in January 2010 and is responsible for the overall
corporate and financial planning of the Group. Mr. Lin has over 20 years
of experience in financial planning and management in an international
environment. Prior to joining the Group, Mr. Lin spent almost 20 years
with General Motors, including 15 years in the finance department. His
financial and operating experience included assignments at its treasury
headquarters in New York and Singapore as well as senior financial
management and CFO positions in Taipei, Seoul and Shanghai. Mr. Lin
holds an MBA degree from Columbia Business School and a bachelor’s
degree in electrical engineering from the University of Rochester in the
United States.

Mr. SHIH Wen Che, Jonathan, aged 54, joined the Group in March
2012 and is now the Chief Operating Officer. He is responsible for
the brand management, channel development, e-commerce and sales
operation management of the Group. Mr. Shih has over 30 years of
experience in sales and general management in retail and service
industries of which 18 years were in Mainland China. Mr. Shih has held
senior management positions of different functions as well as regional
general manager and general manager of China positions with various
multinational companies such as City Chain, Pizza Hut, McDonald’s,
7-11, Starbucks and Burger King. He graduated from National Taiwan
Ocean University.
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CORPORATE GOVERNANCE REPORT

The Company recognises the vital importance of good corporate
governance to the Group’s success and sustainability. The Company
is committed to achieving a high standard of corporate governance
practices as an essential component of high quality and has introduced
corporate governance practices appropriate to the operation and growth
of its business.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles set out in the Corporate
Governance Code and Corporate Governance Report (the “CG Code”)
as contained in Appendix 14 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

Throughout the year ended 31 December 2014, the Company has
complied with all the code provisions set out in the CG Code except for
the deviations from code provision A.2.1 and A.6.7 which is explained
under the “Chairman and Chief Executive Officer” section and
“Communications with Shareholders and Investors” section on pages 21
and 26 respectively.

The board of directors (the “Board”) will continue to enhance its
corporate governance practices appropriate to the operation and growth
of its business and to review such practices from time to time to ensure
that the Company complies with statutory and professional standards
and align with the latest developments.

THE BOARD OF DIRECTORS
Board Composition

The Board and board committees during the year and up to the date of
this report comprise:
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Audit Remuneration Nomination
Members of the Board/board committees Date of first becoming director Committee Committee Committee
BHG/ERABTERAANA HURMEEHFZAH #HZEE®  HMZHEE  RAZAEG
Executive directors 1T ##
Mr. Chen Ying-Chieh (Chairman & Chief Executive Officer) 21 May 1996 M M
BRIEAN ek (T EHATH ) —AAERAZ+—H
Mr. Chang Chih-Chiao 12 June 2009

s “BEAESA R
Mr. Chang Chih-Kai 22 November 2004
ik gy “REMEF =R
Mr. Chen Tommy Yi-Hsun 31 December 2011
A Y ES
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Audit Remuneration Nomination
Members of the Board/board committees Date of first becoming director Committee Committee Committee
EHG/EFABTREANA HRIMEEHRZ Y #HZE®  HMZE®  RAZEG
Non-executive directors ## 7% #
Mr. Kim Jin-Goon 13 April 2011 M M M
SBRLE “E—-—FENA+=H
(with Mr. Lau Wai Kei, Ricky as the alternate)
(B PIEA BREEHFE)
Independent non-executive directors #7 F H ITEH
Mr. Huang Shun-Tsai 31 July 2001 M M C
N S A “ERE-HEEA=1—H
Mr. Kuo Jung-Cheng 31 July 2001 M C M
BRIRIEE “EF-HFLA=+—H
Mr. Lee Ted Tak Tai 1 September 2011 C M M
BEREE “EZ-—fNLA—H

Key: C — chairman of board committee, M — member of board committee

The executive directors draw on a rich and diverse experience from the
footwear distribution business while the non-executive director and the
independent non-executive directors possess appropriate professional
qualifications and management expertise. Through active participation
in board meetings, taking the lead in managing issues involving
potential conflict of interests and serving on board committees, all
independent non-executive directors contribute to the effective direction
of the Company and to safeguard the interests of the Company and its
shareholders.

During the year ended 31 December 2014, the Board was in compliance
with the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive directors (representing
at least one-third of the Board), with at least one independent non-
executive director possessing appropriate professional qualifications
and accounting and related financial management expertise.

Each independent non-executive director gives the Company annual
confirmation of his independence to the Company, and the Company
considers these directors to be independent pursuant to Rule 3.13 of the
Listing Rules. The names, biographies of the directors and relationship
among them are set out in the “Biographies of Directors and Senior
Management” section on pages 15 to 16.

Directors’ Responsibilities

The Board is responsible for overall management and control of the
Company, including the approval and monitoring of all policy matters,
overall strategies and budgets, internal control and risk management
systems, material transactions (in particular those that may involve
conflict of interests), financial information, appointment of directors
and other significant financial and operational matters.
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CORPORATE GOVERNANCE REPORT

All directors have full and timely access to all relevant information as
well as the advices and services of the company secretary and senior
management. Any director may request independent professional advice
in appropriate circumstances at the Company’s expense, upon making
reasonable request to the Board.

Delegation by the Board

The Board has delegated responsibilities to the executive directors and
senior management of the Company, including implementing decisions
of the Board and directing and conducting the day-to-day operation and
management of the Group. The delegated functions and responsibilities
are periodically reviewed by the Board and approval has to be obtained
from the Board prior to any significant transactions are entered.

Directors’ and Officers’ Liability Insurance

Liability insurance for directors and senior management officers of the
Company was maintained by the Company with coverage for any legal
liabilities which may arise in the course of performing their duties. The
scope of coverage of the insurance is subject to review annually.

Appointments, Re-election and Removal of Directors

The appointment of a new director must be approved by the Board.
The Board has delegated to the Nomination Committee to select and
recommend candidates for directorship including the consideration
of referrals and engagement of external recruitment professionals
when necessary. The Nomination Committee has established certain
guidelines to assess the candidates. These guidelines emphasise
appropriate professional knowledge and industry experience, personal
ethics, integrity and personal skills, and possible time commitments to
the Board and the Company.

All non-executive directors are appointed for a specific term of one
or two years. All directors are subject to retirement by rotation at
least once every three years and are eligible for re-election at annual
general meetings in accordance with the Listing Rules and the articles
of association of the Company (the “Articles of Association”). Every
director newly appointed by the Board is subject to election at the first
general meeting after his/her appointment.

Mr. Huang Shun-Tsai and Mr. Kuo Jung-Cheng, have served as
independent non-executive directors of the Company for more than 9
years. In addition to their confirmations of independence in accordance
with Rule 3.13 of the Listing Rules, Mr. Huang and Mr. Kuo continue
to demonstrate the attributes of independent non-executive directors
and there is no evidence that their tenure have had any impact on their
independence. The Board is of the opinion that Mr. Huang and Mr.
Kuo remain independent notwithstanding the length of their services
and believe that their valuable knowledge and experience continue to
generate significant contribution to the Company and the shareholders
as a whole.
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Board Practices and Conduct of Meetings

The Board meets regularly throughout the year to formulate overall
strategy of the Group, monitor its financial performance and maintain
effective oversight over the management. Directors may participate
either in person or through electronic means of communications. Notice
of regular board meetings is served to all directors at least 14 days prior
to the meeting. For other board and committee meetings, reasonable
notice is generally given.

Draft agenda of each board meeting is usually sent to all directors
together with the notice of meeting in order to give them an opportunity
to include any other matters in the agenda for discussion in the meeting.
Board papers together with all appropriate, complete and reliable
information are sent to directors at least 3 days before each board
meeting to keep the directors apprised of the latest developments and
financial position of the Group and to enable them to make informed
decisions. The Board and each director also have separate and
independent access to the senior management whenever necessary.

The Chairman and other relevant senior management normally attend
regular board and committee meetings, and where necessary, other
board and committee meetings to advise on business developments,
financial and accounting matters, statutory compliance, corporate
governance and other major aspects of the Group. Draft minutes are
normally circulated to directors for comment in due course after each
meeting and the final copy, which is kept by the company secretary, is
open for directors’ inspection.

Any material transaction, which involves a conflict of interests for
a substantial shareholder or a director, will be considered and dealt
with by the Board at a duly convened board meeting. Except for those
circumstances permitted by the Articles of Association, a director who
has a material interest in any contract, transaction, arrangement or
any other kind of proposal put forward to the Board for consideration
abstains from voting on the relevant resolution and such director is not
counted for quorum determination purposes.

Apart from regular board meetings, the Chairman of the Board also held
a meeting with the independent non-executive directors without the
presence of the executive directors during the year.

Directors’ Training and Professional Development

All directors should keep abreast of their collective responsibilities and
of the conduct and business activities of the Company. The Company is
responsible for arranging and funding suitable training for its directors.
Accordingly, the Company has put in place a training and development
programme for the directors including: (i) an induction programme
on the laws and regulations in relation to directors and the Company,
knowledge and current development of the Company, responsibilities
and potential liabilities of directors for newly appointed directors; and
(i1) an on-going training and professional development programme for
directors.
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During the year ended 31 December 2014, all directors of the Company
have attended the training sessions arranged by the Company. They also
participated in reading newspapers and materials relating to roles and
responsibilities of directors, and regulatory updates of the Listing Rules
amendments and corporate governance development.

Directors’ Securities Transactions
The Company has adopted stringent procedures governing directors’
securities transactions in compliance with the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 of the Listing Rules.

All directors of the Company have confirmed that they have complied
with the required standards as set out in the Model Code throughout the
year ended 31 December 2014.

As required by the Company, relevant officers and employees of the
Company are also bound by the Model Code, which prohibits them
to deal in securities of the Company at any time when he possesses
inside information in relation to those securities. No incident of non-
compliance of the Model Code by the relevant officers and employees
was noted by the Company during the year.

Chairman and Chief Executive Officer

Code provision A.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 Ying-Chieh is the Chairman of the Board and the Chief
Executive Officer of the Company. This was in deviation from code
provision A.2.1 of the CG Code. As Mr. Chen has been with the
Group for over 20 years and has extensive experience in the footwear
distribution industry, the Board believes that it is in the best interest
of the Group to have Mr. Chen taking up both roles for continuous
effective management and business development of the Group. The
Board considers that the current structure of vesting the roles of
Chairman and Chief Executive Officer in the same person will not
impair the balance of power and authority between the Board and the
management of the Company.

Corporate Governance Function

The Board is responsible for performing the corporate governance
duties of the Company. Terms of reference adopted by the Board include
the duties of the Board on corporate governance functions to develop
and review the Group’s policies and practices on corporate governance,
to review and monitor the training and continuous professional
development of the directors and the senior management and to review
the Group’s compliance with the CG Code and disclosure in this
Corporate Governance Report.
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BOARD COMMITTEES

The Board has established three committees, the Audit Committee, the
Remuneration Committee and the Nomination Committee, to assist it
in overseeing the Group’s affairs. Each committee has its defined and
written terms of reference setting out its duties, powers and functions
and are posted on the Company’s website and the Stock Exchange’s
website. The board committees report regularly to the Board on their
decisions and recommendations and they are provided with sufficient
resources to discharge their duties and, upon reasonable request, are able
to seek independent professional advice in appropriate circumstances, at
the Company’s expense.

Audit Committee
The Audit Committee of the Company as of the date of this report
consists of the following directors:

Mr. Lee Ted Tak Tai
(Chairman of the Committee)

Mr. Huang Shun-Tsai

Mr. Kuo Jung-Cheng

Mr. Kim Jin-Goon

Independent Non-executive Director

Independent Non-executive Director
Independent Non-executive Director
Non-executive Director

The principal duties of the Audit Committee are as follows:

. To consider the appointment, re-appointment and removal of the
external auditors, and to approve the remuneration and terms of
engagement of the external auditors, including both audit and non-
audit services, and any questions of resignation or dismissal of the
external auditors

. To assess the independence of the external auditors and discuss
with the external auditors the nature and scope of the audit and
reporting obligations

. To develop and implement policies on the engagement of an
external auditor to supply non-audit services and to make
recommendations to the Board

. To monitor integrity of the financial statements and reports for
publication

. To review the financial controls, internal controls and risk
management system of the Group and make recommendations to
the Board

. To review the financial and accounting policies and practices

. To review the external auditors’ management letter and material
queries raised by the auditors to management in respect of
accounting records, financial statements or systems of control and
management’s response

. To report matters required to be performed by the Audit
Committee under the applicable corporate governance code
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At the meetings held during the year, the Audit Committee had
performed the following work:

. Review of the audit plan, terms of engagement of the external
auditor and recommend fees for the Board’s approval

. Review of the financial information of the Group including the
annual and interim financial statements, unaudited quarterly
operational information and related documents before submission
to the Board for approval

. Review of the management letters and reports issued by the
external auditor

. Review the effectiveness of internal control and financial control
systems

. Consider and review material related party transactions and
connected transactions, if any

During the year, three Audit Committee meetings were held and the
executive directors, the management and the external auditors attended
to provide necessary information.

Nomination Committee

The Nomination Committee of the Company has been established since
April 2005 and as of the date of this report consists of the following
directors:

Mr. Huang Shun-Tsai
(Chairman of the Committee)

Mr. Kuo Jung-Cheng

Mr. Lee Ted Tak Tai

Mr. Kim Jin-Goon

Mr. Chen Ying-Chieh

Independent Non-executive Director

Independent Non-executive Director
Independent Non-executive Director
Non-executive Director

Executive Director

The principal duties of the Nomination Committee are as follows:

. To formulate the nomination policy for the Board’s consideration
and approval and to implement accordingly

. To review the structure, size and composition of the Board at least
annually and make recommendations to the Board on any proposed
changes

. To identify individuals suitably qualified to become board
members and select or make recommendations to the Board on the
selection of individual nominated for directorships

. To identify and nominate candidates to fill casual vacancies (as
and when they arise) for the approval of the Board

. To assess the independence of independent non-executive
directors

. To make recommendations to the Board on the appointment or
re-appointment of directors and succession planning for directors,
in particular the chairman and the chief executive officer
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During the year, one Nomination Committee meeting was held and the
independence of independent non-executive directors was considered
and the re-appointment of retiring directors which were approved by the
shareholders at the annual general meeting was recommended.

The Company has adopted a board diversity policy (the “Policy”’) which
sets out the approach to achieve and maintain diversity on the Board in
order to enhance the effectiveness of the Board. Pursuant to the Policy,
the Company seeks to achieve board diversity through the consideration
of a number of factors, including but not limited to gender, age, cultural
and education background, professional experience, skills, knowledge
and length of service. The Board will consider to set measurable
objectives to implement the Policy and review such objectives from
time to time to ensure their appropriateness and ascertain the progress
made towards achieving those objectives. The Nomination Committee
will review the Policy from time to time to ensure its continued
effectiveness.

Remuneration Committee

The Remuneration Committee of the Company has been established
since April 2005 and as the date of this report consists of the following
directors:

Mr. Kuo Jung-Cheng
(Chairman of the Committee)

Mr. Huang Shun-Tsai

Mr. Lee Ted Tak Tai

Mr. Kim Jin-Goon

Mr. Chen Ying-Chieh

Independent Non-executive Director

Independent Non-executive Director
Independent Non-executive Director
Non-executive Director

Executive Director

The principal duties of the Remuneration Committee are as follows:

. To make recommendations to the Board on the Company’s
policy and structure for remuneration of all directors and senior
management and on the establishment of a formal and transparent
procedure for developing remuneration policy

. To review and approve the management’s remuneration proposals
with reference to the Board’s corporate goals and objectives

. To determine the remuneration packages of executive directors
and senior management, including share option benefits, share
appreciation rights, benefits in kind, pension rights, compensation
payments (including compensation for loss or termination of office
or appointment)

. In making recommendations and decisions, to consider
salaries paid by comparable companies, time commitment and
responsibilities and employment conditions elsewhere in the
Group

. To consult the chairman/chief executive officer about the
remuneration proposals for other executive directors

. To make recommendations to the Board on the remuneration of
non-executive directors

. To review the compensation arrangements in connection with any
loss or termination of their office or appointment, or dismissal
or removal for misconduct to executive directors and senior
management and in accordance with relevant contractual terms
and that any compensation payment shall otherwise be fair and not
excessive
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. To ensure that no director or any of his or her associates is involved
in deciding his or her own remuneration

. To advise shareholders on how to vote with respect to any service
contracts of directors that require shareholders’ approval under the
Listing Rules;

. To exercise such other powers, authorities and discretions,
and perform such other duties of the Board in relation to the
remuneration of the executive directors and senior management as
the Board may from time to time delegate to it, having regard the
corporate governance code

During the year, two Remuneration Committee meetings were held and
the remuneration packages of all the directors and senior management
were reviewed and considered. The remuneration of directors is
pre-determined and is based on their respective contractual terms
of appointment, if any, and as recommended by the Remuneration
Committee. Details of the remuneration paid/payable to individual
directors/the chief executive officer of the Company and senior
management of the Group by band during the year are set out in Note 14
to the financial statements.

MEETING ATTENDANCE OF BOARD AND
BOARD COMMITTEE MEMBERS

The attendance records of each director at the Board meetings, board
committee meetings, annual general meeting (AGM) of the Company
held during the year ended 31 December 2014 is set out in the table
below:
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COMPANY SECRETARY

Mr. Cheung Chun Hay has been the Company Secretary of the Company
since 24 December 2013. Mr. Cheung is a full time employee of the
Group and has day-to-day knowledge of the Company’s affairs. During
the financial year, Mr. Cheung has duly complied with the relevant
professional training requirement under Rule 3.29 of the Listing Rules.

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board, supported by management of the Group, is responsible for
preparation of financial statements of the Company and the Group. In
the preparation of the financial statements, the Hong Kong financial
reporting standards have been adopted and the appropriate accounting
policies have been consistently applied. The Board aims to present a
clear and balanced assessment of the Group’s performance in the annual
and interim reports to the shareholders, and make appropriate disclosure
and announcements in a timely manner. Management would provide
such explanation and information to the Board as will enable it to make
an informed assessment of the financial and other information put before
the Board for approval.

Internal Control

During the year, the Board has conducted a review of the effectiveness
of the internal control system of the Company and its subsidiaries,
including the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting and
financial reporting function, operational, and compliance controls and
risk management function.

Independent Auditor and Remuneration

The working scope and reporting responsibilities of
PricewaterhouseCoopers, the Company’s external auditor, are set out on
pages 38 and 39 under “Independent Auditor’s Report”.

The remuneration paid/payable to the Company’s independent auditor,
PricewaterhouseCoopers, for the provision of audit and non-audit
services for the year were HK$4,415,000 (2013: HK$4,650,000) and nil
(2013: HK$2,727,000) respectively.

INVESTOR RELATIONS

Communications with Shareholders and Investors

The Board recognises the importance of good communications
with its shareholders and potential investors. To promote effective
communication, the Company maintains websites at “www.daphne.
com.cn” and “www.daphneholdings.com” where extensive information
and updates on the Group’s business developments and operations,
financial information, corporate governance practices and other
information are available for public access. Shareholders and investors
may express their enquires and concerns to the Company by addressing
them to the investor relations department of the Company by letter,
telephone, fax or email. Details of the contact information are set out on
page 3 of this annual report.
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During the year, Mr. Kim Jin-Goon, the non-executive director of the
Company and Mr. Huang Shun-Tsai, the independent non-executive
director of the Company, were unable to attend the annual general
meeting of the Company held on 22 May 2014 due to their unavoidable
business engagements. This was in deviation from code provision A.6.7
of the CG Code although Mr. Lau Wai Kei, Ricky, the alternate director
to Mr. Kim Jin-Goon, attended the annual general meeting.

The Company continues to enhance communication and relationship
with its investors. The Board designates specialised personnel to
maintain regular dialogue with institutional investors and analysts to
keep them informed of the Group’s developments.

Investor Conferences and Roadshows Attended in 2014
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Constitutional Documents

There is no change in the Memorandum and Articles of Association of
the Company during the year.

SHAREHOLDERS’ RIGHTS

Convening Extraordinary General Meeting and Putting
Forward Proposals at General Meeting

Pursuant to Articles of Association, an extraordinary general meeting
shall be convened on the written requisition of any two or more
members of the Company deposited at the principal place of business of
the Company in Hong Kong (17th Floor, Fung House, 19-20 Connaught
Road Central, Hong Kong) for the attention of the Board.

The written requisition shall specify the objects of the extraordinary
general meeting and signed by the requistionist(s), provided that such
requisitionist(s) held as at the date of deposit of the written requisition
not less than one-fourth of the paid up capital of the Company which
carries the voting right at general meetings of the Company.

Procedures for Shareholders to Propose a Person for Election
as a Director

No person, other than a retiring director of the Company, shall, unless
recommended by the directors for election, be eligible for election to
the office of director at any general meeting, unless notice in writing by
some members (not being the person to be proposed) entitled to attend
and vote at the meeting for which such notice is given of his intention
to propose that person for election as a director and notice in writing
by that person of his willingness to be elected shall have been given the
Company provided that the minimum length of the period, during which
such notice(s) are given, shall be at least 7 days and that the period for
lodgement of such notice(s) shall commence no earlier than the day
after the dispatch of the notice of the general meeting appointed for such
election and end no later than 7 days prior to the date of such meeting.

Accordingly, if a shareholder wishes to nominate a person for election
as a director at the annual general meeting, he/she/it shall deposit a
written notice to that effect at the Company’s principal place of business
in Hong Kong or at the Company’s share registrar in Hong Kong,
Tricor Secretaries Limited, at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong for the attention of the board of directors or
the company secretary of the Company. Such notice should include
(i) the intention to propose a resolution to elect a nominated candidate
as a director at the annual general meeting; (ii) a notice signed by the
nominated candidate of the candidate’s willingness to be elected; (iii)
the nominated candidate’s information as required to be disclosed under
rule 13.51(2) of the Listing Rules; and (iv) the nominated candidate’s
written consent to the publication of his/her personal data.

The aforesaid procedures have been published on the Company’s
website.

On behalf of the Board

Chen Ying-Chieh
Chairman and Chief Executive Officer

Hong Kong, 24 March 2015
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REPORT OF THE DIRECTORS

The directors submit their report together with the audited financial
statements of the Company and its subsidiaries (together the “Group”)
for the year ended 31 December 2014.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in Note 18 to the financial statements.
The Group is principally engaged in the manufacturing, distribution and
retailing of footwear, apparel and accessories in Mainland China and
export sales with major customers in the United States of America.

SEGMENT INFORMATION

An analysis of the Group’s performance by reportable segment is set out
in Note 5 to the financial statements.

RESULTS

The results of the Group for the year ended 31 December 2014 and the
state of affairs of the Company and of the Group as at that date are set
out in the financial statements on pages 40 to 119.

DIVIDENDS

An interim dividend of HK3.5 cents per share, totalling HK$57,720,000,
was paid on 23 September 2014.

The board of directors of the Company does not recommend the payment
of a final dividend in respect of the year ended 31 December 2014.

RESERVES

As 31 December 2014, the distributable reserves of the Company
amounted to HK$676,283,000 (2013: HK$693,255,000). Movements in
the reserves of the Group and of the Company during the year are set out
in Note 36 to the financial statements.

CHARITABLE DONATIONS

Donations made for charitable purposes by the Group during the year
amounted to HK$4,863,000 (2013: HK$3,349,000).

LAND USE RIGHTS AND PROPERTY, PLANT
AND EQUIPMENT

During the year, the Group acquired land use rights of HK$25,294,000
(2013: HK$4,994,000) and property, plant and equipment of
HK$549,552,000 (2013: HK$320,604,000). Movements in land use
rights and property, plant and equipment of the Group are set out in
Notes 16 and 17 to the financial statements respectively.

SHARE CAPITAL

Details of the movements in share capital of the Company during the
year are set out in Note 34 to the financial statements.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 120 of the annual
report.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association and there is no restriction against such rights
under the laws of the Cayman Islands.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s shares during the year.

DIRECTORS

The directors of the Company during the year and up to the date of this
report were:

Executive directors

Mr. Chen Ying-Chieh (Chairman & Chief Executive Officer)
Mr. Chang Chih-Chiao

Mr. Chang Chih-Kai

Mr. Chen Tommy Yi-Hsun

Non-executive director
Mr. Kim Jin-Goon
(with Mr. Lau Wai Kei, Ricky as the alternate)

Independent non-executive directors
Mr. Huang Shun-Tsai

Mr. Kuo Jung-Cheng

Mr. Lee Ted Tak Tai

In accordance with Article 99 of the Company’s Articles of Association,
Mr. Chang Chih-Kai, Mr. Chen Tommy Yi-Hsun and Mr. Kuo Jung-
Cheng will retire by rotation and, being eligible, will offer themselves
for re-election at the forthcoming annual general meeting.

All the independent non-executive directors have confirmed their
independence pursuant to Rule 3.13 of the Listing Rules and based on
such confirmation, the Company is of the opinion that the independence
status of the independent non-executive directors remains intact as at 31
December 2014.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographies of directors and senior management are set out on
pages 15 to 16.

DIRECTORS’ SERVICE CONTRACTS

The term of directorship of each non-executive director, including
independent non-executive directors, is one year to two years and the
term will continue for a successive period of one year or two years
unless terminated by either party giving not less than one month’s notice
to the other party.

None of the directors has a service contract with the Company which
is not determinable within one year without payment of compensation,
other than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to
which the Company or any of its subsidiaries was a party and in which
a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY
OR ANY ASSOCIATED CORPORATIONS

As at 31 December 2014, the interests of each director in the shares
and underlying shares of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO”)), as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code were
as follows:

Long positions in shares and underlying shares of the
Company:
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Number of Number of Total Approximate
shares underlying interests % of total
Name of directors Capacity held shares (Long position) issued shares
ELE HH B HEHRE 2R MG T EAT
RGN =g Jit f % H Ji& 1 % H (4 47) JBe A A 43 b
Mr. Chen Ying-Chieh Personal interest 147,738,920 18,000,000 165,738,920 10.05
BN B A and interest of (Note 1) (Note 2)
controlled (s — (B 5E —
corporation
(PN 3
LY NCIPA £
Mr. Chen Tommy Yi-Hsun Personal interest 172,446,895 - 172,446,895 10.46
WG ) SE 2R and interest of (Note 3)
controlled (MEE=)
corporation
1R A HE£ K
ZHE N F) 2 WA
Notes: WFGE -

1. Mr. Chen Ying-Chieh has beneficial interest in 147,738,920 shares in the
Company through Pushkin Holding Limited, a company incorporated in the
British Virgin Islands, in which Mr. Chen Ying-Chieh holds one-third of the
equity interest.

7 These interests represented the interests in underlying shares of the Company in
respect of share options granted to the director.

3. Mr. Chen Tommy Yi-Hsun has beneficial interest in 170,846,895 shares in the
Company through Top Glory Assets Limited, a company incorporated in the
British Virgin Islands, in which Mr. Chen Tommy Yi-Hsun holds one-half of the
equity interest.

Save as disclosed above and the “Share Option Scheme” section, as at
31 December 2014, none of the directors or chief executive, nor any of
their associates (including their spouses and children under 18 years of
age), had any interests in, or had been granted, or exercised, any rights
to subscribe for shares of the Company and its associated corporations
required to be disclosed pursuant to the SFO.
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At no time during the year was the Company or any of its subsidiaries
a party to any arrangement to enable the directors and chief executive
of the Company (including their spouses and children under 18 years
of age) to hold any interests or short positions in shares or underlying
shares in, or debentures of, the Company or its associated corporations.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN SHARES AND UNDERLYING SHARES OF
THE COMPANY

The register of substantial shareholders required to be kept under
Section 336 of Part XV of the SFO shows that as at 31 December
2014, the Company had been notified of the following substantial
shareholders’ interests, being 5% or more of the Company’s issued
share capital. These interests are in addition to those disclosed under
the section “Directors’ interests in shares and underlying shares of the
Company or any associated corporations’.
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Approximate
Number of % of total
Name of shareholders Capacity Shares * issued shares
A T #AT
Ji& 5 44 T B Jiz oy B H i NEpig"
Lucky Earn International Limited ];%Pneficial interests 400,719,995 (L) (Npte 1) 24.30
HaEa A (B 5E—)
Premier China, Ltd. lieneficial interests 212,598,572 (L) (Npte 2) 12.89
HaEa A (fEE=)
TPG Asia GenPar V Advisors, Inc. Interests of controlled 212,598,572 (L) (Note 2) 12.89
~_corporation (B E—)
RN A 2 M 3
TPG Asia Genpar V, L.P. Interests of controlled 212,598,572 (L) (Note 2) 12.89
corporation (MsE=)
S YNGER £
TPG Asia V, L.P. Interests of controlled 212,598,572 (L) (Note 2) 12.89
corporation (MEE=)
TV R A
TPG Group Holdings (SBS) Interests of controlled 212,598,572 (L) (Note 2) 12.89
Advisors, Inc. ~_corporation (B 5E =)
CRCYNCIPA& £
TPG Group Holdings (SBS), L.P. Interests of controlled 212,598,572 (L) (Note 2) 12.89
~_corporation (MsE=)
TN T Z AR
TPG Holdings I, L.P. Interests of controlled 212,598,572 (L) (Note 2) 12.89
corporation (fsE=)
S CYNTIPA &
TPG Holdings I-A, LLC Interests of controlled 212,598,572 (L) (Note 2) 12.89
~_corporation (B 5E=)
TN F) 2 AR
Mr. David Bonderman Interests of controlled 212,598,572 (L) (Note 2) 12.89
~_corporation (MsE=)
TN T 2 AR
Mr. James G. Coulter Interests of controlled 212,598,572 (L) (Note 2) 12.89
corporation (B EE =)

SECYNCIPA: £
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Approximate
Number of % of total
Name of shareholders Capacity Shares * issued shares
#15 CEAT
Jit 3 44 1% 54 izt A it A 43 b
Top Glory Assets Limited Beneficial interests 170,846,895 (L) (Note 3) 10.36
Ha A A (K aE=)
Ms. Chen Jennifer Yi-Chen Interests of controlled 170,846,895 (L) (Note 3) 10.36
a5 &+ corporation (B 5E =)
ZHERN T 2 AR
Mr. Chen Tommy Yi-Hsun Interests of controlled 172,446,895 (L) (Note 3) 10.46
W16 ) Stk corporation and (B 5E =)
personal interest
TSR 2 i AR AHE i
Pushkin Holding Limited Beneficial interests 147,738,920 (L) (Note 4) 8.96
Ha A A (i TP
Mr. Chen Ying-Chieh Interests of controlled 165,738,920 (L) (Note 4) 10.05
BRSNS corporation and (B E )
personal interest
ZHERN T 2 HE A
PN £
Mr. Chen Ying-Tien Interests of controlled 147,738,920 (L) (Note 4) 8.96
o g it e 2 corporation (B 2P )
ZHEON ) 2 M i
Mr. Chen Ying-Che Interests of controlled 147,738,920 (L) (Note 4) 8.96
B e e A4 corporation (Bff 5% )
CELYNCIP& £
Wellington Management Interests of controlled 99,637,540 (L) 6.04
Company, LLP corporation
TP T 2 HE RS

Notes:

1.

The letter “L” denotes a long position in the shares

Mr. Chang Chih-Kai and Mr. Chang Chih-Chiao, both executive directors
of the Company, and their two sisters have beneficial interests of 26%, 26%
and 24% each, respectively, in Lucky Earn International Limited, a company
incorporated in the British Virgin Islands.

Premier China, Ltd. has subscribed for convertible bonds and warrants of the
Company. Upon full conversions of the convertible bonds, an aggregate of
178,510,572 shares will be issued. Premier China, Ltd. is a subsidiary of TPG
Group Holdings (SBS) Advisors, Inc., which is in turn owned 50% each by Mr.
David Bonderman and Mr. James G. Coulter.

Mr. Chen Tommy Yi-Hsun, an executive director of the Company, and Ms.
Chen Jennifer Yi-Chen have beneficial interests of 50% each in Top Glory
Assets Limited, a company incorporated in the British Virgin Islands. By virtue
of the SFO, they are deemed to be interested in 170,846,895 shares of the
Company held by Top Glory Assets Limited.

Mr. Chen Ying-Chieh, the Chairman of the Company, and his two brothers, Mr.
Chen Ying-Tien and Mr. Chen Ying-Che, each has one-third of the beneficial
interests of Pushkin Holding Limited. By virtue of the SFO, they are deemed
to be interested in the 147,738,920 shares of the Company held by Pushkin
Holding Limited.
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International Limited 26% ~ 26% & 424% 2 B #5 f 25 o
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174 H£178,510,5728 i 3 © Premier China, Ltd. /5 TPG
Group Holdings (SBS) Advisors, Inc. 2 [l B2 @] > 11 5% 2 )
Al iDavid Bonderman’t 4= & James G. Coulterst 4= £ #E A
50% °

BRIGE fod » RARZPATES > RERHRE L L& H R
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50% M i o ARPERE I KB > 155 B S 4 Top Glory
Assets Limited T 75 4 2 170,846,895 A= 28 ] B 40y F e A5
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SHARE OPTION SCHEME

On 29 May 2003, the Company adopted a share option scheme (the
“Old Scheme”), which was amended on 7 December 2009 and expired
on 28 May 2013. Upon expiry of the Old Scheme, no further share
options could be granted under the Old Scheme but, in all other respects,
the provisions of the Old Scheme shall remain in force to the extent
necessary to give effect to the exercise of any share option granted prior
to the expiry of the Old Scheme.

On 27 August 2013, a new share option scheme (the “New Scheme”)
was approved by shareholders of the Company and adopted by the
Company. Unless otherwise cancelled or amended, the New Scheme
will remain in force for 10 years from the date of adoption.

The purpose of the New Scheme is to enable the Company to grant
options to eligible participants, including any full-time or part-time
employees, executives, officers, executive or non-executive directors of
the Group and any advisers, consultants, agents, suppliers, customers,
distributors and such other persons at the discretion of the Board, as
incentives or rewards for their contribution or potential contribution to
the Group.

The maximum number of shares which may be issued upon exercise
of all options to be granted under the New Scheme and any other share
option schemes of the Company must not exceed 10% of the shares
of the Company in issue on 27 August 2013, the date of approval
and adoption of the New Scheme unless shareholders’ approval has
been obtained. The shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the New
Scheme and any other share option schemes of the Company at any time
shall not, in aggregate, exceed 30% of the shares of the Company in
issue from time to time.

The total number of shares issuable under the New Scheme and any
other share option schemes of the Company to each eligible participant
within any 12-month period shall not exceed 1% of the shares of the
Company in issue as at the date of grant unless shareholders’ approval
has been obtained. Share options granted to a director, chief executive or
substantial shareholder of the Company or any of their associates shall
be subject to prior approval by the independent non-executive directors.
Share options granted to a substantial shareholder or an independent
non-executive director of the Company or any of their associates,
in excess of 0.1% of the shares of the Company in issue or with an
aggregate value in excess of HK$5 million, within any 12-month period,
shall be subject to prior approval by shareholders of the Company.

The exercise price of the share options is determinable by the board of
directors and must not be less than the highest of:

(a) the closing price of the shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant;

(b) the average closing price of the shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days
immediately preceding the date of grant; and

(c) the nominal value of the shares.

The offer of a grant of share options may be accepted within 30 days
from the date of offer, upon payment of a nominal consideration of
HKS$1 in total by the grantee.
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Share options do not confer rights on the holders to dividends or to vote i B I A i T H R A Y B S 8l I K & -

at shareholders’ meetings. TR HER o
Details of movements of share options granted under the Share Option ~ FA#ZE —F —U4F+ = H =+ —H L4 > R
Scheme for the year ended 31 December 2014 were as follows: JRERER B2 2 MR 2 BB RS AN T
Exercise Outstanding Granted Lapsed Outstanding
price at 1 January during during  at 31 December Exercisable
Grantees Date of grant per share 2014 the year the year 2014 period
L R~
) ~A-H e
57 IN BHAE  WRGHER AT R LTAPS 4 AT fr b
(yyyy/mm/dd) HKS (yyyy/mm/dd)
EJR /) 3 B R/ )

(i) Executive director H1TEF

Mr. Chen Ying-Chieh 2010/01/27 6.19 16,000,000 - - 16,000,000 2011/01/27 - 2020/01/26

[ E (Note 2) (Fff 3 =)
2014/01/21 4.50 - 2,000,000 2,000,000 2016/01/21 - 2024/01/20

(Note 1) (Note 3) (FifzE =)

(st —
(ii) Consultant F7f]
Mr. Chen Hsien Min 2010/01/27 6.19 8,400,000 - - 8,400,000  2011/01/27 - 2020/01/26
(an associate of Mr. Chen (Note 4) (FffzEPT)

Tommy Yi-Hsun)
BRERICE (BB

ZHEAL)
In aggregate 2014/01/21 450 E 1,000,000 1,000,000 2015/01/21 - 2024/01/20
%ﬁf K(fI]L\Iole 1) (Note 5) (FifzEH)
(3t —)
(iii) Employees fE5
n aggregate 2010/01/27 6.19 8,795,000 = L 8,795,000  2011/01/27 - 2020/01/26
{ﬁf (Note 6) (Hi2E %)
In aggregate 2010/07/22 761 1,000,000 - e 1,000,000 2011/04/01 - 2020/07/21
& a$ (Note 7) (Fff st L)
In aggregate 2010/07/22 761 600,000 - (300,000) 300,000 2011/04/01 - 2020/07/21
A (Note 8) (HH3E /)
In aggregate 2011/10/28 8.30 300,000 = L 300,000 2012/10/28-2021/10/27
{%ff (Note 9) (3% F1)
In aggregate 2012/01/11 8.27 700,000 ’ = 700,000 2013/01/11 - 2022/01/10
A% (Note9) (B2E L
In aggregate 2012/03/20 10.132 2,600,000 - - 2,600,000  2013/03/20 - 2022/03/19
%ﬁ% (Note 6) (Fff &£ 75)
In aggregate 2012/07/13 8214 300,000 = = 300,000 2013/07/13 - 2022/07/12
5 ﬁ% (Note 9) (Ff &t JL)
Ina aﬁgregate 2012/08/30 7.948 300,000 - (300,000) — 2013/08/30 - 20%/0%9
A (Note 9) (it L)
In aggregate 2014/01/21 450 - 2,480,000 - 2,480,000  2016/01/21 - 2024/01/20
BF [%\Iote ) (Note 3) (£ =)
(B3E—)
In aggregate 2014/01/21 450 - 200,000 = 200,000 2016/04/01 - 2024/01/20
& ﬁf I%\Iote ) (Note 10) (FtE1)
(3t —)
n aggregate 2014/01/21 450 - 440,000 - 440,000 2017/01/21-2024/01/20
@ﬁ% I%Ij:lote 1) (Note 11) (FifsE+—
(Pt —)

38,995,000 6,120,000 (600,000) 44,515,000
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Notes:
1. The closing price per share immediately before the date of grant is HK$4.48.

2. 15% of the share options vested or will vest on each of the five anniversary dates
of the date of grant and 25% of the share options will vest, subject to certain
performance targets determined by the board of directors of the Company, on the
fifth anniversary of the date of grant.

3. 100% of the share options vested or will vest after two years from the date of
grant.
4. 15% of the share options vested or will vest on each of the four anniversary

dates of the date of grant and 40% of the share options will vest on the fifth
anniversary date of the date of grant.

5. 100% of the share options vested or will vest after one year from the date of
grant.
6. 20% of the share options vested or will vest on each of the five anniversary dates

of the date of grant.

7. One-fifth of the share options vested or will vest on each anniversary with the
first tranche starting on 1 April 2011.

8. One-third of the share options vested or will vest on each anniversary with the
first tranche starting on 1 April 2011.

9. One-third of the share options vested or will vest on each of the three
anniversary dates of the date of grant.

10.  100% of the share options vested or will vest on or after 1 April 2016.

11.  100% of the share options vested or will vest after three years from the date of
grant.

During the year ended 31 December 2014, no share options were
cancelled or exercised under the Share Option Scheme.

SHARE APPRECIATION RIGHTS PLAN

The Group implemented a share appreciation rights plan (“SAR Plan”)
to motivate and award the directors, employees, advisers, consultants,
agents, suppliers, customers, distributors and such other persons of
the Company and the Group at the discretion of the board of directors
for their contribution or potential contribution to the Group. Under
this SAR Plan, share appreciation rights (“SARs”) are granted in units
with each unit representing one ordinary share of the Company. No
share will be issued under the SAR Plan. Upon exercise of the SARs,
a recipient will receive, subject to any applicable tax, a cash payment
amount equal to the product of the number of share appreciation rights
exercised and the difference between the exercise price and market
price of the Company’s shares at the date of exercise. The Company
recognises compensation expense of the share appreciation rights over
the applicable vesting period.

During the year, the board of directors approved the granting of
22,910,000 units of SARs to eligible grantees. Under the terms of the
grant, the SARs are subject to a vesting period of one to six years from
the date of grant. The exercise price is from HK$4.50 to HK$6.19 per
unit.
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The details of the SARs granted to the executive directors of the
Company are as follows:

O 2014 - BER BB B BEIR AR A F

B

RF AN FINATER Z W G EREFE T T

Outstanding Granted Lapsed Outstanding

at 1 January during during at 31 December

Grantees 2014 the year the year 2014

/R o U132 /AR S UTE: S

—H—H +ZA=+—H

ZS YN W AT EN R EANP S i AR AT

Mr. Chang Chih-Chiao - 6,100,000 — 6,100,000
REE LA

Mr. Chang Chih-Kai - 7,100,000 - 7,100,000
RAE LA

Mr. Chen Tommy Yi-Hsun - 3,000,000 - 3,000,000
Bk 1 iy e

During the year ended 31 December 2014, none of the SARs were  JA# £ ~F—WHE+_"H=+—HIL4E » K

exercisable and 110,000 units of SARs were lapsed under the SAR Plan.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales during the year attributable to the Group’s five
largest customers were less than 30% of the Group’s total turnover.

The aggregate purchases attributable to the Group’s largest and
five largest suppliers accounted for approximately 20% and 56%,
respectively, of the Group’s total purchases for the year.

None of the directors, their associates or any shareholder of the
Company, which to the knowledge of the directors owns more than
5% of the Company’s share capital, had any beneficial interest in the
Group’s five largest suppliers.

SUFFICIENCY OF PUBLIC FLOAT

On the basis of information that is publicly available to the Company
and within the knowledge of the directors of the Company as at the
date of this annual report, the Company has maintained the prescribed
minimum public float required under the Listing Rules.

AUDITOR

PricewaterhouseCoopers shall retire and being eligible, offer itself for
re-appointment, and a resolution to effect this will be proposed at the
forthcoming annual general meeting of the Company.

On behalf of the Board

Chen Ying-Chieh
Chairman and Chief Executive Officer

Hong Kong, 24 March 2015
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF DAPHNE
INTERNATIONAL HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Daphne
International Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 40 to 119, which comprise
the consolidated and company balance sheets as at 31 December 2014,
and the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then ended, and
a summary of significant accounting policies and other explanatory

information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free

from material misstatement.
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INDEPENDENT AUDITOR’S REPORT

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial

statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2014, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the

disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24 March 2015
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CONSOLIDATED INCOME R e Wi &
STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2014 WE-FZ—E+S—H =+ —H F4ER
2014 2013
—FR—NE —ER—=
Note HK$’ 000 HKS$’ 000
W 5 T FH T
Turnover 2 5 10,355,616 10,446,540
Cost of sales B AR AR (4,618,058) (4,608,253)
Gross profit EH] 5,737,558 5,838,287
Other income HoAth g A 6 83,883 94,531
Other losses — net HoAth 5 18 — V5 A8 7 (24,761) (58,256)
Selling and distribution expenses B KA1 B 2 (5,042,300) (4,874,889)
General and administrative expenses — e B AT BB X (491,984) (479,521)
Operating profit gEmA 8 262,396 520,152
Finance costs B A 9 (33,837) (52,567)
Share of losses of associates JHE A5 B 45 )
and joint ventures kEEMAEZER 20, 21 (7,219) (3,154)
Profit before income tax %% JUT 45 o i 22 1] 221,340 464,431
Income tax expense Jir A5 5 BH 52 10 (39,191) (130,097)
Profit for the year N 182,149 334,334
Attributable to: PITF 4 77 BEAL -
Owners of the Company EN/NEIE: ZEDN 176,031 329,144
Non-controlling interests FEHE 1l M HE A 6,118 5,190
182,149 334,334
Earnings per share B B 2 A 12
Basic (HK cents) A (A 10.7 20.0
Diluted (HK cents) B (L) 10.7 19.4

The notes on pages 47 to 119 are an integral part of these consolidated

financial statements.

Details of dividends payable to the shareholders of the Company are set

out in Note 13.

A2 ) M BRI i 13

FATEV9E 2 Mot B A &5 & Mk 2 a0y -
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CONSOLIDATED STATEMENT OF A A W AR 3R
COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2014 BE_F—WWFEF A =1+—HIEFE
2014 2013
“EomE %=
HK$’ 000 HKS$’ 000
T# 0 T T
Profit for the year R LR 182,149 334,334
Other comprehensive income Atk 4 T i 7
Item that may be reclassified subsequently ARG ER T EEER

to profit or loss: MIHHE -

Currency translation differences [ifE 53, 25 %H 81 (369)
Item that will not be reclassified subsequently /A~ AJ jA HAR F 0 Bl 2 H 1

to profit or loss: HIEA :

Currency translation differences [ifE 50, 25 %A (125,138) 128,293
Total comprehensive income for the year A TR A TH] A i A AH 57,092 462,258
Attributable to: PV 4% REAG -

Owners of the Company EN/NEIE: XN 53,998 454,815

Non-controlling interests JE 1 M 25 3,094 7,443

57,092 462,258

The notes on pages 47 to 119 are an integral part of these consolidated #3547 & 119 B 2 Mt 57 £ A 45 & BABS R 2 2 AL B4 ©
financial statements.
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CONSOLIDATED BALANCE SHEET BAREEAFEE
AS AT 31 DECEMBER 2014 A oE—-WNE+S H=+—H
2014 2013
SEoWE %=
Note HK$’ 000 HKS$’ 000
i: T#7T THE T
Non-current assets I I B
Intangible assets LG RE 15 78,948 84,870
Land use rights & b {5 A A 16 76,509 54,512
Property, plant and equipment ERN NS ] 17 1,377,485 1,187,682
Interests in associates B S ) 2 WE 2R 20 2,214 7,683
Interests in joint ventures WEEREZ MR 21 4,071 46
Available-for-sale financial asset AR g 22 374 374
Deposits paid for acquisition of land use o i - e 4 P HE B 2
rights and property, plant and equipment T B i i 2 © A e 26,750 62,057
Long-term rental deposits and prepayments 1% B FH 46 4 4 R TEAS 3K IE 163,780 182,950
Deferred income tax assets 5 4E T A5 B TH G 37 177,753 151,248
1,907,884 1,731,422
Current assets 8
Inventories sy 23 2,273,330 2,642,920
Trade receivables B 5y E W IR 3 25 326,555 365,726
Entrusted loans B 24 3,070 104,161
Other receivables, deposits and A JE AT R K
prepayments i 4 T FEAT R IH 26 1,552,393 1,603,685
Income tax recoverable Al i [m] B 45 B IE 68,503 =
Structured bank deposits SRAT &5 W AE X 27 1,064,716 637,992
Pledged bank deposits C R SRAT A7 3K 28 6,928 4,464
Bank deposits with maturity A = A
over three months ZRATAE K 29 = 32,625
Cash and cash equivalents Ba B a5 EY 30 457,034 699,321
5,752,529 6,090,894
Current liabilities i =R
Trade payables 2 5 AT R 3K 31 1,005,154 1,126,304
Other payables and accrued charges HL Al R AT R R S JRE F L2 550,935 588,897
Derivative financial instrument fitemIT e - 1,315
Income tax liabilities DIRGETR=Ki 55,535 25,323
Convertible bonds ] B S 32 680,716 689,178
Bank loans — unsecured SRAT A R — M 33 96,460 117,000
2,388,800 2,548,017
Net current assets B E 3,363,729 3,542,877

Total assets less current liabilities K E WO B 5,271,613 5,274,299




AEOHR 2014 o BEOKE UROBE MR B R AR & W R

CONSOLIDATED BALANCE SHEET LEEEAMEE
AS AT 31 DECEMBER 2014 o F—NE+SH=+—H
2014 2013
SEomE %=
Note HK$’ 000 HKS$’ 000
it T#t THETT
Equity attributable to owners of the Company A% 2% & #E A A ME A5 #E 25
Share capital & A 34 164,914 164,914
Reserves it it 36 4,893,038 4,878,808
5,057,952 5,043,722
Non-controlling interests T 12 TV E A 194,439 206,107
Total equity HAHE 45 5,252,391 5,249,829
Non-current liabilities I I B &
Deferred income tax liabilities IR S BT A5 B JH A R 37 19,132 24,470
Other non-current liability HoAth FF i B & 90 =
19,222 24,470
Total equity and non-current liabilities HARERR ) IR B AR 5,271,613 5,274,299
Approved by the board of directors on 24 March 2015. AT R —FAEZH T EE R A -
CHEN YING-CHIEH CHANG CHIH-KAI
Bl A RA S
Director Director
#HH #HH

The notes on pages 47 to 119 are an integral part of these consolidated #5475 119 B 2 Bt 57 £ A 45 & BABS 1R 2 2 AL B4 »
financial statements.
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BALANCE SHEET ErAlE
AS AT 31 DECEMBER 2014 WoE—E+_H=+—H
2014 2013
“FE g =
Note HKS$’ 000 HKS$’ 000
B 5 Tt T
Non-current assets FEE & E
Investments in subsidiaries P E AR 2B E 18 368,822 368,822
Current assets )
Other receivables H A B W R K 133 352
Amount due from a subsidiary JRRE Wi — [T BT JB8 2 ) R K 19 1,239,394 1,466,256
Cash and cash equivalents Bl e Bl a5 1Y) 30 81 6
1,239,608 1,466,614
Current liabilities mE AR
Other payables and accrued charges HL Al R AT R R B RE R L2 11,273 22,701
Derivative financial instrument i A 4 il T EL — 1,315
Convertible bonds A i 1 5 32 680,716 689,178
Bank loan — unsecured HRAT B K — S ALY 33 = 117,000
691,989 830,194
Net current assets i I B= R e[ 547,619 636,420
Total assets less current liabilities AR o B A 916,441 1,005,242
Equity HE 72
Share capital A 34 164,914 164,914
Reserves G4 36 751,527 840,328
Total equity AR 916,441 1,005,242
Approved by the board of directors on 24 March 2015. W EFE—RAEZH +HAEEFE S -
CHEN YING-CHIEH CHANG CHIH-KAI
Director Director
#=F #=F

The notes on pages 47 to 119 are an integral part of these consolidated #5472 1195 2 Bt 5 5 A &5 & A5 ¥k 38 2 A0 BB ©

financial statements.
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CONSOLIDATED STATEMENT OF &5 BE i 5 B R
CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2014 HE-FZ—WEFHA=+—HIL4EE
Attributable to
owners of the Company
A2 BEA NS
Non-
Share controlling
capital Reserves interests Total
I i)
B AR s i B % daEt
Note HK$’ 000 HKS’ 000 HK$’ 000 HK$’ 000
it 3E T T T T
At 1 January 2013 W oEFE—-=F—H—H 164,824 4,660,512 211,260 5,036,596
Profit for the year A N LR = 329,144 5,190 334,334
Currency translation differences i i, 7 - 125,671 2,253 127,924
Total comprehensive income e ey ] - 454,815 7,443 462,258
Dividends 5] - (247,371) (3,361) (250,732)
Share option scheme: B PR HE b -

Value of grantee services RN R (E 35 - 3,668 - 3,668

Proceeds from shares issued B BT 2 ik 35 90 7,181 = 7,271
Repayment of amount due to a B 7 IR A5 T 42 W M B SRR 3K

non-controlling shareholder - - (9,235) (9,235)
Write-back of unclaimed dividends 8 [7] K 45 i 8. = 3 = 3
Total transactions with owners B N5 M 90 (236,519) (12,596) (249,025)
At 31 December 2013 R-F—ZHF+ZHA=+—H 164,914 4,878,808 206,107 5,249,829
Profit for the year A A A = 176,031 6,118 182,149
Currency translation differences T i 22 4R - (122,033) (3,024) (125,057)
Total comprehensive income 2 T W 5 AR i 53,998 3,094 57,092
Dividends it & - (90,703) (1,456) (92,159)
Share option scheme: Ji TR R B -

Value of grantee services EREINI S Kl 35 - 12,999 - 12,999
Recognition of the convertible bonds i 5% 1] 4 i}t % % 32 - 24,627 = 24,627
Changes in ownership interests olf 15 | S ) 5 )

in subsidiaries without change T 2 I HE

of control 1 4 52 ) = 13,306 (13,306) N
Write-back of unclaimed dividends 13 ] R SH U R - 3 -

Total transactions with owners B N2 5 M = (39,768) (14,762) (54,530)
At 31 December 2014 RE-F—NEFZA=+—H 164,914 4,893,038 194,439 5,252,391

The notes on pages 47 to 119 are an integral part of these consolidated #5472 1195 2 M 5= /6 A 45 & AW ¥k 35 2 A0 R 4 -

financial statements.
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CONSOLIDATED CASH FLOW

BOaBleER

STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2014 BEF—-WETH=1T—HILEE
2014 2013
—F g SF =
Note HK$’ 000 HKS$’ 000
Wt T#7T T#E T
Operating activities KB TG B
Cash generated from operations WA BA 38 781,257 720,482
Income tax paid BT Ar 5 B (113,478) (287,889)
Net cash generated from operating activities REEWEE B2 TH 667,779 432,593
Investing activities BETEE)
Dividends received from an investee company £ Wi — [ Bl £ & 23 7 LS, - 18
Interest received B U A & 41,566 28,277
Acquisition of land use rights and property, W b A R A
plant and equipment Wi 55 B s Al (517,834) (343,332)
Contribution of capital to joint ventures mAEEMERE (100) (60)
Return of capital contribution from — A E L AR A &
an investee company - 250
Proceeds from disposal of property, B - MR E B OR
plant and equipment 1,562 2,221
Acquisition of a license right W B A R (973) (819)
Entrusted loans made to suppliers ] £ JRE PR 1 H Y 2% R K (256,300) (708,872)
Repayment of entrusted loans by suppliers Ak 8 7 0 T RE AR 355,662 604,711
Increase in structured bank deposits SRAT 45 W A7 2 (435,783) (632,983)
Placement of pledged bank deposits A7 W HEAT ERAT AR (2,415) (4,376)
Decrease/(increase) in bank deposits T =MmH
with maturity over three months SRATE WD () 31,885 (32,625)
Net cash used in investing activities &G 2 B R A (782,730)  (1,087,590)
Financing activities il )
Dividends paid ELAT R R (90,703) (247,371)
Dividends paid to non-controlling interests ELAST J 428 il 1 HE 75 S, (1,456) (3,361)
Interest paid A F B (1,645) (22,305)
Proceeds from issue of shares upon AT 5 35 8 HE IR B A7 I 103
exercise of share options Z WK - 7,271
Proceeds from bank loans AT E I Z WK 315,640 117,000
Repayment of amounts due to 1 i AT I 422 1 1
a non-controlling interests HE i R 2K - (9,235)
Repayment of bank loans B ERAT B K (336,180) (7,123)
Net cash used in financing activities Pl I ) T R 2 B A (114,344) (165,124)
Decrease in cash and cash equivalents B4 B B4 A e b (229,295) (820,121)
Cash and cash equivalents as at 1 January H—A—HBZB &R EEEY 699,321 1,494,759
Effect of foreign exchange rate changes [T e 58 ) 5 2B (12,992) 24,683
Cash and cash equivalents wt—-H=+—HZ 30
as at 31 December e kB EEHED 457,034 699,321

The notes on pages 47 to 119 are an integral part of these consolidated

financial statements.
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NOTES TO THE FINANCIAL
STATEMENTS

GENERAL INFORMATION

Daphne International Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) are principally engaged in
the manufacturing, distribution and retailing of footwear, apparel
and accessories in Mainland China and export sales with major

customers in the United States of America.

The Company was incorporated in the Cayman Islands with limited
liability and its shares are listed on The Stock Exchange of Hong
Kong Limited. The address of its registered office is Cricket
Square, Hutchins Drive, P. O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands.

The consolidated financial statements are presented in Hong Kong
dollars (“HK$”) unless otherwise stated. These consolidated
financial statements have been approved for issue by the Board on
24 March 2015.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the
consolidated financial statements are set out below. These policies
have been consistently applied to all the years presented unless

otherwise stated.

(a) Basis of preparation
The consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants. The consolidated
financial statements have been prepared under the historical
cost convention, as modified by the revaluation of available-
for-sale financial asset, financial assets and financial
liabilities (including derivative financial instruments) at fair

value through profit or loss, which are carried at fair value.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are
disclosed in Note 4.
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Daphne International Holdings Limited e

Annual Report 2014

NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(a) Basis of preparation (Continued)

)

(i)

New interpretation and amendments to standards
effective and adopted by the Group in 2014
HKAS 32 (Amendment) ~ Presentation — Offsetting Financial

Assets and Financial Liabilities

HKAS 36 (Amendment) ~ Recoverable Amount Disclosures for
Non-Financial Assets
HKAS 39 (Amendment) ~ Novation of Derivatives and Continuation
of Hedge Accounting
HKERS 10, HKFRS 12 Investment Entities
and HKAS 27 (2011)
(Amendments)
HK(IFRIC) - Int 21 Levies

The adoption of these new interpretation and amendments
has no material impact on the results and financial

position of the Group.

New standards and amendments to standards that
have been issued but are not yet effective and not early

adopted by the Group

HKAS 16 and HKAS 38 Clarification of Acceptable Methods of
(Amendment) Depreciation and Amortisation >

HKAS 16 and HKAS 41 Agriculture: Bearer Plants >
(Amendment)

HKAS 19 (2011) Defined Benefit Plans:
(Amendment) Employee Contributions '

HKAS 27 (Amendment) ~ Equity Method in Separate

Financial Statements >

HKFRS 9 Financial Instruments *

HKEFRS 10 and HKAS 28 Sale or Contribution of Assets between an
(Amendment) Investor and its Associate or Joint Venture >

HKFRS 11 (Amendment) ~ Accounting for Acquisitions of Interests

in Joint Operations 2
HKERS 14 Regulatory Deferral Accounts >
HKEFRS 15 Revenue from Contracts with Customers *
HKFRSs (Amendment) Improvements to HKFRSs (2010-2012) !
HKFRSs (Amendment) Improvements to HKFRSs (2011-2013) !
HKFRSs (Amendment) Improvements to HKFRSs (2012-2014) 2
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(a) Basis of preparation (Continued)
(ii) New standards and amendments to standards that

have been issued but are not yet effective and not early
adopted by the Group (Continued)

1 Effective for accounting periods beginning on or after 1 July

2014

2 Effective for accounting periods beginning on or after 1
January 2016

3 Effective for accounting periods beginning on or after 1
January 2017

4 Effective for accounting periods beginning on or after 1

January 2018

The Group is in the process of assessing the impact of
the adoption of the above new/revised HKFRSs but
not yet in the position to comment on the impact on the

results and the financial position of the Group.

(b) Consolidation

The consolidated financial statements include the financial

statements of the Company and all of its subsidiaries made up

to 31 December.

®

Subsidiaries

Subsidiaries are all entities (including structured
entities) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has
rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through

its power over the entity.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are

deconsolidated from the date that control ceases.

Inter-company transactions, balances, income and
expenses on transactions between group companies
are eliminated. Profits and losses resulting from inter-
company transactions that are recognised in assets are
also eliminated. Accounting policies of subsidiaries
have been changed where necessary to ensure

consistency with the policies adopted by the Group.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(b) Consolidation (Continued)

)

Subsidiaries (Continued)

The Group applies the acquisition method to account for
business combinations. The consideration transferred
for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred to
former shareholders of the acquiree and the equity
interests issued by the Group. The consideration
transferred includes the fair value of any asset or
liability resulting from a contingent consideration
arrangement. Identifiable assets acquired and liabilities
and contingent liabilities assumed in a business
combination are measured initially at their fair values
at the acquisition date. The Group recognises any non-
controlling interest in the acquiree on an acquisition-
by-acquisition basis. Non-controlling interests in the
acquiree that are present ownership interests and entitle
their holders to a proportionate share of the entity’s
net assets in the event of liquidation are measured at
either fair value or the present ownership interests’
proportionate share in the recognised amounts of the
acquiree’s identifiable net assets. All other components
of non-controlling interests are measured at their
acquisition date fair value, unless another measurement
basis is required by HKFRSs. Acquisition-related costs

are expensed as incurred.

Goodwill is initially measured as the excess of the
aggregate of the consideration transferred and the
fair value of non-controlling interest over the net
identifiable assets acquired and liabilities assumed. If
this consideration is lower than the fair value of the
net assets of the subsidiary acquired, the difference is

recognised in profit or loss.

Transactions with non-controlling interests that
do not result in loss of control are accounted for as
equity transactions — that is, as transactions with the
shareholders in their capacity as shareholders of the
subsidiary. The difference between fair value of any
consideration paid and the relevant share acquired of
the carrying value of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals to non-

controlling interests are also recorded in equity.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(b) Consolidation (Continued)

)

(i)

(iii)

Subsidiaries (Continued)

When the Group ceases to have control, any retained
interest in the entity is remeasured to its fair value at the
date when control is lost, with the change in carrying
amount recognised in profit or loss. The fair value is the
initial carrying amount for the purposes of subsequent
accounting for the retained interest as an associate, joint
venture or financial asset. In addition, any amounts
previously recognised in other comprehensive income
in respect of that entity are accounted for as if the Group
had directly disposed of the related assets or liabilities.
This may mean that amounts previously recognised in
other comprehensive income are reclassified to profit or

loss.

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for
by the Company on the basis of dividend received and

receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these investments
if the dividend exceeds the total comprehensive income of
the subsidiary in the period the dividend is declared or if the
carrying amount of the investment in the separate financial
statements exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets including

goodwill.

Associates and joint arrangements

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased
or decreased to recognise the investor’s share of the
profit or loss of the investee after the date of acquisition.
The Group’s investment in associates includes goodwill

identified on acquisition.
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St 255 ¥ 3 Wi

2 PRINCIPAL ACCOUNTING POLICIES 2 FEEGHEOR ()

(CONTINUED)

(b) Consolidation (Continued)
(iii) Associates and joint arrangements (Continued)

(b) #HHHEH (8)
(i) W88 A w) K A8 1Pk ()

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income is reclassified to profit or loss

where appropriate.

The Group’s share of post-acquisition profit or loss
is recognised in the consolidated income statement,
and its share of post-acquisition movements in
other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment to
the carrying amount of the investment. When the Group’s
share of losses in an associate equals or exceeds its interest
in the associate, including any other unsecured receivables,
the Group does not recognise further losses, unless it has
incurred legal or constructive obligations or made payments
on behalf of the associate.

The Group determines at each reporting date whether
there is any objective evidence that the investment in
the associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate and its
carrying value and recognises the amount adjacent to
‘share of losses of associates and join ventures’ in the
consolidated income statement.

Profits and losses resulting from upstream and downstream
transactions between the Group and its associate are
recognised in the Group’s financial statements only to the
extent of unrelated investor’s interests in the associates.
Unrealised losses are eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed where
necessary to ensure consistency with the policies adopted
by the Group.

Gain or losses on dilution of equity interest in associates

are recognised in the consolidated income statement.

Under HKFRS 11 investments in joint arrangements
are classified as either joint operations or joint ventures
depending on the contractual rights and obligations
of each investor. The Group has assessed the nature
of its joint arrangements and determined them to be a
joint venture. A joint venture is accounted for using the

equity method.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(b) Consolidation (Continued)
(iii) Associates and joint arrangements (Continued)

Under the equity method of accounting, interests in a
joint venture is initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-
acquisition profits or losses and movements in other
comprehensive income. When the Group’s share of
losses in a joint venture equals or exceeds its interests
in the joint venture (which includes any long-term
interests that, in substance, form part of the Group’s
net investment in the joint ventures), the Group does
not recognise further losses, unless it has incurred
obligations or made payments on behalf of the joint

venture.

Unrealised gain on transactions between the Group
and its joint venture is eliminated to the extent of the
Group’s interest in the joint venture. Unrealised loss is
also eliminated unless the transaction provides evidence

of an impairment of the asset transferred.

(c) Foreign currency translation

@

(i)

Functional and presentation currency

Items included in the financial statements of each of
the Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in HK$, while the

Company’s functional currency is Renminbi (“RMB”).

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions or valuation where items
are remeasured. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign
currencies are recognised in the consolidated income

statement.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(¢) Foreign currency translation (Continued)
(iii) Group companies
The results and financial position of all the Group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the
presentation currency are translated into the presentation

currency as follows:

- assets and liabilities for each balance sheet
presented are translated at the closing rate at the
date of that balance sheet;

— income and expenses for each income statement
are translated at average exchange rates (unless
this average is not a reasonable approximation of
the cumulative effect of the rates prevailing on
the transaction dates, in which case income and
expenses are translated at the rate on the dates of

the transactions); and

— all resulting exchange differences are recognised

in other comprehensive income.

Exchange differences arising from foreign operations
may be reclassified subsequently to profit or loss
while exchange differences arising from non foreign
operations are not reclassified subsequently to profit or

loss.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate. Currency translation differences arising are

recognised in other comprehensive income.

(d) Segment reporting
Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker (“CODM”). The CODM who is responsible
for allocating resources and assessing performance of the
operating segments, has been identified as the executive

directors of the Company that make strategic decisions.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(e) Intangible assets

®

(i)

(iii)

Goodwill

Goodwill arises on the acquisition of subsidiaries,
associates and joint ventures and represents the excess
of the consideration transferred and the fair value of the
non-controlling interest in the acquiree over the Group’s
interest in net fair value of the net identifiable assets,
liabilities and contingent liabilities of the acquiree.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated to each
of the cash-generating units (“CGUs”), or groups of
CGUs, that is expected to benefit from the synergies of
the combination. Each unit or group of units to which
the goodwill is allocated represents the lowest level
within the entity at which the goodwill is monitored for
internal management purposes. Goodwill is monitored
at the operating segment level.

Goodwill impairment reviews are undertaken annually
or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of
the CGU containing the goodwill is compared to the
recoverable amount, which is the higher of value in use
and the fair value less costs to sell. Any impairment
is recognised immediately as an expense and is not
subsequently reversed.

License rights

Separately acquired license rights are stated at historical
cost. License rights acquired in a business combination
are recognised at fair value at the acquisition date.
License rights which have a finite useful life and are
carried at cost less accumulated amortisation and
accumulated impairment losses, if any. Amortisation is
calculated using the straight-line method to allocate the
cost of license rights over their estimated useful lives of
between 5 to 30 years.

Trademarks

Separately acquired trademarks are stated at historical
cost. Trademarks acquired in a business combination
are recognised initially at fair value at the acquisition
date and subsequently carried at the amount initially
recognised less accumulated amortisation and
accumulated impairment losses, if any. Amortisation of
trademarks that have definite useful lives is calculated
using the straight-line method to allocate the costs of
acquired trademarks over their estimated useful lives of
20 years.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

®

(g

Land use rights

Land use rights are stated at cost less accumulated
amortisation and accumulated impairment losses, if any. Cost
represents consideration paid for the rights to use the land on
which various plants and buildings are situated for periods
of between 10 to 50 years. Amortisation of land use rights
is calculated on a straight-line basis over the period of the

rights.

Property, plant and equipment

Property, plant and equipment other than construction-
in-progress are stated at historical cost less accumulated
depreciation and accumulated impairment losses, if
any. Historical cost includes expenditure that is directly

attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance are
charged to the consolidated income statement during the

financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated
using the straight-line method to allocate their costs to their
residual values, where appropriate, over their estimated

useful lives, as follows:

Buildings 20 to 50 years
Leasehold improvements 1 to 3 years
Plant and machinery, furniture, 5 years

fixtures and equipment

and motor vehicles

Construction-in-progress represents buildings, plant and
machinery under construction and pending installation and
is stated at cost less accumulated impairment losses, if any.
Cost includes the costs of construction of buildings and the
costs of plant and machinery. No depreciation is charged on
construction-in-progress until such time as the relevant assets
are completed and are ready for intended use. When the assets
concerned are brought to use, the costs are transferred to
property, plant and equipment and depreciated in accordance

with the policy stated above.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(g)

(h)

(i)

Property, plant and equipment (Continued)

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date. An
asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater

than its estimated recoverable amount (Note 2(h)).

Gains or losses on disposals of property, plant and equipment
is the difference between the net sales proceeds and the
carrying amount of the relevant assets and are recognised in

the consolidated income statement.

Impairment of non-financial assets

Assets that have an indefinite useful life or are not yet
ready for use are not subject to amortisation and are tested
annually for impairment. Assets are reviewed for impairment
whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are
separately identifiable cash flows (CGUs). Non-financial
assets other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at each
balance sheet date.

Financial assets

Classification

The Group classifies its financial assets in the following
categories: at fair value through profit or loss, loans
and receivables and available-for-sale financial assets.
The classification depends on the purpose for which the
financial assets were acquired. Management determines
the classification of the Group’s financial assets at initial

recognition.

(i) Financial assets at fair value through profit of loss
Financial assets at fair value through profit or loss are
financial assets held for trading. A financial asset is
classified in this category if acquired principally for
the purpose of selling in the short term. Derivatives
are also categorised as held for trading unless they
are designated as hedges. Assets in this category are
classified as current assets if expected to be settled
within 12 months; otherwise, they are classified as non-

current assets.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

)

Financial assets (Continued)

Classification (Continued)

(ii) Loans and receivables
Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market. They are included in current
assets, except for maturities greater than 12 months
after the balance sheet date which are classified as non-
current assets. Loans and receivables comprise trade
receivables and other receivables (Note 2(1)), entrusted
loans, structured bank deposits, pledged bank deposits,
bank deposits with maturity over three months and cash
and cash equivalents (Note 2(m)) in the balance sheets.

(iii) Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives
that are either designated in this category or not
classified in any of the other categories. They are
included in non-current assets unless management
intends to dispose of the investment within 12 months of
the balance sheet date.

Recognition and measurement

Regular way purchases and sales of financial assets are
recognised on the trade-date — the date on which the Group
commits to purchase or sell the asset. Investments are initially
recognised at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are initially
recognised at fair value, and transaction costs are expensed
in the consolidated income statement. Financial assets are
derecognised when the rights to receive cash flows from the
investments have expired or have been transferred and the
Group has transferred substantially all risks and rewards of
ownership. Available-for-sale financial assets and financial
assets at fair value through profit or loss are subsequently
carried at fair value. Loans and receivables are subsequently
carried at amortised cost using the effective interest method.

Gains or losses arising from changes in the fair value of the
“financial assets at fair value through profit or loss” category
are presented in the consolidated income statement within
“Other (losses)/gains — net” in the period in which they arise.
Dividend income from financial assets at fair value through
profit or loss is recognised in the consolidated income
statement as part of other income when the Group’s right to
receive payments is established.

Changes in the fair value of monetary and non-monetary
securities classified as available-for-sale are recognised in
other comprehensive income.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

@)

Financial assets (Continued)
Recognition and measurement (Continued)

When securities classified as available-for-sale are sold or
impaired, the accumulated fair value adjustments recognised
in equity are included in the consolidated income statement as
gains or losses from available-for-sale financial assets.

Interest on available-for-sale securities calculated using the
effective interest method is recognised in the consolidated
income statement as part of other income. Dividends on
available-for-sale equity instruments are recognised in the
consolidated income statement as part of other income when
the Group’s right to receive payments is established.

The Group assesses at each balance sheet date whether
there is objective evidence that a financial asset or group
of financial assets is impaired. A financial asset or a group
of financial assets is impaired and impairment losses are
incurred only if there is objective evidence of impairment as
a result of one or more events that occurred after the initial
recognition of the asset (a “loss event”) and that loss event
(or events) has an impact on the estimated future cash flows
of the financial asset or group of financial assets that can be
reliably estimated.

Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter
bankruptcy or other financial reorganisation, and where
observable data indicate that there is a measurable decrease in
the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

For loans and receivables, the amount of the loss is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate. The
carrying amount of the asset is reduced and the amount of
the loss is recognised in the consolidated income statement.
If a loan has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective
interest rate determined under the contract. As a practical
expedient, the Group may measure impairment on the basis of
an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as
an improvement in the debtor’s credit rating), the reversal of
the previously recognised impairment loss is recognised in
the consolidated income statement.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

()

@

(k)

Financial assets (Continued)

Recognition and measurement (Continued)

In the case of equity investments classified as available-for-
sale, a significant or prolonged decline in the fair value of
the security below its cost is also evidence that the assets
are impaired. If any such evidence exists for available-for-
sale financial assets, the cumulative loss — measured as
the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset
previously recognised in profit or loss — is removed from
equity and recognised in profit or loss. Impairment losses
recognised in the consolidated income statement on equity
instruments are not reversed through the consolidated income

statement.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there
is an intention to settle on a net basis or realise the asset and

settle the liability simultaneously.

Derivative financial instruments

Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
remeasured at their fair value. The method of recognising the
resulting gains or losses depends on whether the derivative
is designated and qualified as a hedging instrument, and if
so, the nature of the item being hedged. Since the derivative
financial instrument entered into by the Group does not
qualify for hedge accounting, changes in fair value of the
derivative financial instrument is recognised immediately in

the consolidated income statement within ‘other losses — net’.

Inventories

Inventories comprise raw materials, work-in-progress
and finished goods are stated at the lower of cost and net
realisable value. Cost, calculated on the weighted average
basis, comprises materials, direct labour, other direct costs
and related production overheads (based on normal operating
capacity) and excludes borrowing costs. Net realisable
value is the estimated selling price in the ordinary course of

business less applicable variable selling expenses.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

U]

(m)

()

(0)

(p)

Receivables

Receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method less provision for impairment. A provision
for impairment of receivables is established when there
is objective evidence that the Group will not be able to
collect all amounts due according to the original terms of
receivables. The amount of the provision is the difference
between the asset’s carrying amount and the present value
of estimated future cash flows, discounted at the original
effective interest rate. The amount of the loss upon provision
made is recognised in the consolidated income statement.
When a receivable is proven uncollectible, it is written
off against the provision for impairment of receivables.
Subsequent recoveries of amounts previously written off are
credited to the consolidated income statement. If collection of
receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified
as current assets. If not, they are presented as non-current
assets.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held
at call with banks with original maturities of three months or
less.

Share capital

Ordinary shares are classified as equity. Incremental costs,
net of tax, directly attributable to the issue of new shares or
options are shown in equity as a deduction from the proceeds.

Trade payables

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.

Borrowings and borrowing costs

(i) Borrowings
Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated income
statement over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the balance sheet
date.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(p) Borrowings and borrowing costs (Continued)

(ii) Borrowing costs
General and specific borrowing costs directly
attributable to the acquisition, construction or
production of qualifying assets, which are assets that
necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. All
other borrowing costs are charged to the consolidated
income statement in the period in which they are

incurred.

(q) Convertible bonds

(r)

Convertible bonds that can be converted to equity share
capital at the option of the holders and where the number
of shares that would be issued on conversion and the value
of the consideration that would be received do not vary, are
accounted for as compound financial instruments which
contain both a liability and an equity component.

At initial recognition, the liability component of the
convertible bonds is determined using a market interest rate
for an equivalent non-convertible bond. The remainder of
the proceeds is allocated to the conversion option as equity
component. Transaction costs that relate to the issue of a
compound financial instrument are allocated to the liability
and equity components in proportion to the allocation of

proceeds.

The liability component is subsequently carried at amortised
cost, calculated using the effective interest method,
until extinguished on conversion or maturity. The equity
component is recognised in equity, net of any tax effects.

When the bond is converted, the relevant equity component
and the carrying amount of the liability component at the
time of conversion are transferred to share capital and share
premium for the shares issued. When the bond is redeemed,
the relevant equity component is transferred to retained
profits.

Current and deferred income taxes

The income tax expense for the year comprises current
and deferred tax. Income tax is recognised in the income
statement, except to the extent that it relates to items
recognised in other comprehensive income or directly
in equity. In this case, the tax is also recognised in other

comprehensive income or directly in equity respectively.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(r) Current and deferred income taxes (Continued)

®

(i)

Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the balance sheet date in the places where the Group
operates and generates taxable income. Management
periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation
is subject to interpretation and establishes provisions
where appropriate on the basis of amounts expected to
be paid to the tax authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognised if
they arise from the initial recognition of goodwill, the
deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit
or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantively
enacted by the balance sheet date and are expected to
apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can
be utilised.

Outside basis differences

Deferred income tax liabilities are provided on taxable
temporary differences arising from investments in
subsidiaries, associates and joint arrangements, except
for deferred income tax liability where the timing of the
reversal of the temporary difference is controlled by the
Group and it is probable that the temporary difference
will not reverse in the foreseeable future. Generally
the Group is unable to control the reversal of the
temporary difference for associates. Only where there
is an agreement in place that gives the Group the ability
to control the reversal of the temporary difference in
the foreseeable future, deferred tax liability in relation
to taxable temporary differences arising from the
associate’s undistributed profits is not recognised.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(r)
(i)

(iii)

Current and deferred income taxes (Continued)

Deferred income tax (Continued)

Outside basis differences (Continued)

Deferred income tax assets are recognised on deductible
temporary differences arising from investments in
subsidiaries, associates and joint arrangements only to
the extent that it is probable the temporary difference
will reverse in the future and there is sufficient taxable
profit available against which the temporary difference
can be utilised.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the
deferred income tax assets and liabilities relate to
income taxes levied by the same taxation authority on
either the taxable entity or different taxable entities
where there is an intention to settle the balances on a net
basis.

(s) Employee benefits

)

(i)

Pension obligations

The Group participates in various defined contribution
retirement schemes which are established by
governments or separately administered funds. A
defined contribution plan is a pension plan under
which the Group pays fixed contributions to separately
administered funds on a mandatory, contractual or
voluntary basis. The Group has no legal or constructive
obligations to pay further contributions if the fund
does not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and
prior periods. The Group’s contributions are recognised
as employee benefit expense when they are due and are
reduced by contributions forfeited by those employees
who leave the scheme prior to vesting fully in the
contributions. Prepaid contributions are recognised as
an asset to the extent that a cash refund or a reduction in
the future payments is available.

Bonus plans

The Group recognises a liability and an expense for
bonuses with reference to a number of factors including
the Group’s operating results, individual and market
performance and directors’ discretion. The Group
recognises a provision where contractually obliged
or where there is a past practice that has created a
constructive obligation.
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2 PRINCIPAL ACCOUNTING POLICIES 2 FEEGHEOR ()

(CONTINUED)

(s) Employee benefits (Continued)
(iii) Share-based compensation

(s) 1 E A (%)
(i) DAJBE B a2 B 2 il

The Group operates two equity-settled, share-based
compensation plans under which the Group receive
services from employees as consideration for equity
instruments (options) of the Group. The fair value of
the employee services received in exchange for the
grant of the options is recognised as an expense. The
total amount to be expensed over the vesting period
is determined by reference to the fair value of the
options granted, including any market performance
conditions and excluding the impacts of any non-
market service and performance vesting conditions
(for example, profitability, sales growth targets and
retaining an employee of the Group over a specified
period) as well as any non-vesting conditions (for
example, the requirement for employees to save). Non-
market vesting conditions are included in assumptions
about the number of options that are expected to vest.
The total amount expensed is recognised over the
vesting period, which is the period over which all of the
specified vesting conditions are to be satisfied. At each
balance sheet date, the Group revises its estimates of
the number of options that are expected to vest based
on non-marketing vesting conditions. It recognises the
impact of the revision of original estimates, if any, in
the consolidated income statement with a corresponding
adjustment to equity.

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal
value) and share premium when the options are
exercised.

If an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. However, if a new award is substituted for
the cancelled award, and designated as a replacement
award on the date that it is granted, the cancelled and
new award are treated as if they were a modification of
the original award.

If an equity award is cancelled by forfeiture, when the
vesting conditions (other than market conditions) have
not been met, any expense not yet recognised for that
award, as at the date of forfeiture, is treated as if it had
never been recognised. At the same time, any expense
previously recognised on such cancelled equity awards
are reversed from the accounts effective as at the date of
forfeiture.

The dilutive effect, if any, of outstanding options is
reflected as additional share dilution in the computation
of earnings per share.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(s) Employee benefits (Continued)

(®)

(iv) Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement
date, or whenever an employee accepts voluntary
redundancy in exchange for these benefits. The Group
recognises termination benefits at the earlier of the
following dates: (a) when the Group can no longer
withdraw the offer of those benefits; and (b) when
the entity recognises costs for a restructuring that is
within the scope of HKAS 37 and involves the payment
of termination benefits. In the case of an offer made
to encourage voluntary redundancy, the termination
benefits are measured based on the number of
employees expected to accept the offer. Benefits falling
due more than 12 months after the end of the reporting
period are discounted to their present value.

(v) Employee leave entitlements
Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the balance sheet
date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of past events
and it is probable that an outflow of economic resources will
be required to settle the obligation; and the amount has been
reliably estimated. Provisions for restructuring comprise
lease termination penalties, employee termination payments
and anticipated loss on disposal of relevant assets. Provisions
are not recognised for future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow of economic resources will be
required in settlement is determined by considering the class
of obligations as a whole. A provision is recognised even
if the likelihood of an outflow with respect to any one item
included in the same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the obligations
using a pre-tax that reflects current market assessments of the
time value of money and the risks specific to the obligation.
The increase in the provision due to passage of time is
recognised as interest expense.
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2 PRINCIPAL ACCOUNTING POLICIES 2 FEEGHEOR ()

(CONTINUED)

(u) Revenue recognition

(u) WA TERR

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods in the ordinary
course of the Group’s activities. Revenue is shown net of
applicable value-added tax, returns, rebates and discounts,
and after eliminating sales within the Group.

Revenue is recognised when the amount of revenue can be
reliably measured, it is probable that future economic benefits
will flow to the Group and when specific criteria have been
met for each of the Group’s activities as described below.
The amount of revenue is not considered to be reliably
measurable until all contingencies relating to the sales have
been resolved. The Group bases its estimates on historical
results, taking into consideration the type of customers, the
type of transactions and specifics of each arrangement.

(i) Sales of goods
Revenue from sales of goods manufactured or traded
is recognised on the transfer of significant risks and
rewards of ownership, which generally coincides with
the time when the goods are delivered to customers and
title has passed.

(ii) Government incentives
Government incentives are recognised where there is
reasonable assurance that the incentives will be received
and all attaching conditions will be complied with.

(iii) Interest income

Interest income is recognised on a time-proportion basis
using the effective interest method. When a receivable
is impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future cash
flow discounted at the original effective interest rate of
the instrument, and continues unwinding the discount
as interest income. Interest income on impaired loans is
recognised using the original effective interest rate.

(iv) Franchise and royalty income
Franchise and royalty income is recognised on an
accruals basis in accordance with the substance of the
relevant agreements.

(v) Rental income
Rental income under operating leases is recognised on a
straight-line basis over the leases periods.

(vi) Dividend income
Dividend income is recognised when the right to receive
payment is established.
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NOTES TO THE FINANCIAL
STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(v) Operating leases

(i) Accounting by lessee

Leases where substantially all the risks and rewards of
ownership of assets remain with the lessor are accounted
for as operating leases. Payments made under operating
leases (net of any incentives received from the lessor),
including upfront payment made for leasehold land use
rights, are charged to the consolidated income statement
on a straight-line basis over the lease periods.

(ii) Accounting by lessor
A lease is an agreement whereby the lessor conveys to
the lessee in return for a payment, or series of payments,
the right to use an asset for an agreed period of time.

When assets are leased out under an operating lease, the
asset is included in the consolidated balance sheet based
on the nature of the asset. Lease income on operating
leases is recognised over the term of the lease on a
straight-line basis.

(w) Dividend distribution

Dividend distribution to the shareholders of the Company is
recognised as a liability in the Company’s and the Group’s
financial statements in the period in which the dividends are
approved by the Board and the shareholders of the Company,
where appropriate.

3 FINANCIAL RISK MANAGEMENT

(a) Financial risk factors

The Group’s activities expose it to a variety of financial risks:
foreign exchange risk, cash flow and fair value interest rate
risk, credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse
effects on the Group’s financial performance. The use of
financial derivatives to manage certain risk exposures is
approved by the Board.

(i) Foreign exchange risk

The Group mainly operates in China with transactions
primarily settled in RMB, HK$ and United States
dollars (US$). Foreign exchange risk arises from
future commercial transactions, recognised assets and
liabilities denominated in currencies other than the
functional currency of the Group’s entities to which they
relate. The Group is exposed to foreign exchange risk
from various currencies, primarily with respect to HK$
and USS$.
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NOTES TO THE FINANCIAL
STATEMENTS

3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Financial risk factors (Continued)

(@

(ii)

(iii)

Foreign exchange risk (Continued)

The Group manages its foreign exchange risk by
performing regular reviews of the Group’s net foreign
exchange exposures and has entered in a forward foreign
exchange contract to hedge the foreign exchange risk

arisen from bank loan.

As at 31 December 2014, if the RMB had strengthened/
weakened by 5% against the HK$ or the US$ with all
other variables held constant, the profit for the year
would have decreased/increased by approximately
HK$3,013,000 (2013: HK$270,000) as a result of the
translation of HK$ and US$ denominated receivables,

cash and bank balances and payables.

Cash flow and fair value interest rate risk

The Group is exposed to cash flow interest rate risk
mainly arising from bank deposits bearing interest
at floating rates. The Group is exposed to fair value
interest rate risk arising from entrusted loans, short-
term bank loans and convertible bonds bearing interest
at fixed rates. Management intend to draw short-term
bank loans as to increase flexibility in financing. The
Group will review whether bank loans bearing fixed or
floating rates should be drawn from time to time with
reference to the trend of changes in interest rates. The
Group did not enter into any interest rate swaps to hedge

its exposure to interest rate risks.

As at 31 December 2014,

increased/decreased by 100 basis points with all

if the interest rates had

other variables held constant, the profit for the year
would have increased/decreased by approximately
HK$15,287,000 (2013: HK$13,744,000).

Credit risk

The Group has no significant concentration of credit
risk. The carrying amounts of trade receivables,
entrusted loans, other receivables, rental deposits and
bank deposits stated in the consolidated balance sheet
represent the Group’s maximum exposure to credit risk

in relation to its financial assets.
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NOTES TO THE FINANCIAL
STATEMENTS

3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Financial risk factors (Continued)
(iii) Credit risk (Continued)

(iv)

The majority of the Group’s trade and other receivables
arose from credit sales to trading customers. The Group
has policies in place to evaluate and monitor the credit
terms and payment history of its customers to ensure
recoverability of trade debts. The Group also reviews
the balance of trade receivables at each balance sheet
date to ensure that adequate provision for uncollectible
receivables is made.

Entrusted loans are made to major external suppliers
whom the Group has trade payables ought to settle. The
Group closely monitors the repayment of the entrusted
loans which are all due within 90 days. The Group
does not expect any loss incurred from uncollectible
entrusted loans.

Rental deposits are mainly placed with various
landlords in Mainland China, Taiwan and Hong Kong
and are due to refund upon the expiry of the tenancy
agreements and handover of the leased premises. During
the year, the Group did not experience significant
defaults by the landlords.

As at 31 December 2014 and 31 December 2013,
substantially all the Group’s bank deposits, including
structured bank deposits, pledged bank deposits, bank
deposits with maturity over three months and cash and
cash equivalents, are placed with registered financial
institutions located in Mainland China and Hong
Kong which are of acceptable credit quality based on
management’s assessment. The Group has a policy to
limit the credit exposure to any financial institution and
management does not expect any significant loss arising

from non-performance of these counterparties.

Liquidity risk
Prudent liquidity risk management implies maintaining
sufficient cash and the availability of funding through

an adequate amount of committed credit facilities.

Management monitors rolling forecasts of the Group’s
liquidity requirements to ensure it has sufficient cash
to meet operational needs while maintaining sufficient
headroom on its undrawn committed borrowing
facilities. As at 31 December 2014, the Group had
unutilised banking facilities of HK$61,555,000 (2013:
HK$63,592,000).
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NOTES TO THE FINANCIAL
STATEMENTS

3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

(a) Financial risk factors (Continued)
(iv) Liquidity risk (Continued)
The table below analyses the Group’s financial
liabilities into relevant maturity groupings based on
the remaining period at the balance sheet date to the
contractual maturity date. The amounts disclosed in the

table are the contractual undiscounted cash flows.

42014 .
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BEOJE W WOMR o A B A A

3 B E ke A B (4)

(a) B L B X &R (A1)
(iv) U B) & 4 B (4)
TRRBPRLEFEHEZGAF A 2R
ik 20 1 A 4 1) < B AR AT AR B
FUALA o SR ER 2 BB A I
e BB B AL A

Group
7 4
Within Between
1 year 1 and 5 years Total
—4EN —ZE AR Mgt
HK$’ 000 HK$’ 000 HK$’ 000
T #s0 T Hs 0 T o
At 31 December 2014 /e S INEES
+—H=+—H
Trade payables B 5y AT IR 3K 1,005,154 = 1,005,154
Other payables A AT HE R 518,643 = 518,643
Bank loans — unsecured SRAT B R — A 96,460 = 96,460
Convertible bonds CIE S dies 687,720 - 687,720
2,307,977 = 2,307,977
At 31 December 2013 N —=
+_A=+—H
Trade payables = 5 e A WK 1,126,304 - 1,126,304
Other payables L Ath, B A R K 566,464 _ 566,464
Bank loan — unsecured SRAT B R — ST 117,000 = 117,000
Convertible bonds A 46 I AR 25 703,670 . 703,670
Derivative financial instrument 7 2E & @l T B 118,315 = 118,315
2,631,753 = 2,631,753
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3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

(iv)
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3 B E ke A B (4)

(a) Financial risk factors (Continued) (a) W%k H &R (B
Liquidity risk (Continued) (iv) B & < e b ()
Company
AR H
Within Between
1 year 1 and 5 years Total
—4R — A et
HK$’ 000 HK$’ 000 HKS$’ 000
T T oo AR
At 31 December 2014 AR — A
+—-H=+—H
Other payables T A JE AT B K 11,273 - 11,273
Convertible bonds EE Y4 £ 687,720 = 687,720
698,993 - 698,993
At 31 December 2013 R T —EA
+—-H=+—H
Other payables T A R AT B K 33,797 = 33,797
Bank loan — unsecured SRAT B R — ST 117,000 = 117,000
Convertible bonds DES g 703,670 - 703,670
Derivative financial instrument 4 m T A 118,315 = 118,315
972,782 - 972,782
As at 31 December 2014, the Company provides certain B E—NET _H=1T—H>ARKXH
corporate guarantees to support banking facilities of P T A AER > DL A TS
HK$165,620,000 (2013: HK$59,770,000) granted to 78\ $% 11165,620,0009 76 (& — =
certain of its subsidiaries. 59,770,000 7C) Z $R1TRLE o
(b) Fair value estimation of financial instruments (b) & Bh T HZ A FE MM
Financial instruments carried at fair value are measured N FEEI IR Z 4/ T E TR~ 5
according to the levels of the fair value hierarchy defined as TE XN TEEE R

follows:

()

(ii)

(iii)

Level 1 — Quoted prices (unadjusted) in active markets
for identical assets or liabilities;

Level 2 — Inputs other than quoted prices included
within level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly
(that is, derived from prices); and

Level 3 — Inputs for the asset or liability that are not
based on observable market data (that is, unobservable
inputs).

() A EE SRR AR RTS
MR CRIEFAEE) 5

Gi) HE—RE - EWREUS > KA E
e (RIEA%) i He (BROE A% HERT) 7T
BENAHEERABENER &

(iil) 0 =8 — 36 JE AR PR T A 0 T 4 g
B E B B R A R (R R
ERL) o



NOTES TO THE FINANCIAL
STATEMENTS

3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

(b) Fair value estimation of financial instruments

(o)

(Continued)
The Group does not have any financial instruments that are
traded in active markets.

There were no transfers between all levels during the year.

The fair value of financial instruments that are not traded in
an active market (for example, over-the-counter derivatives)
is determined by using valuation techniques. These valuation
techniques maximise the use of observable market data where
it is available and rely as little as possible on entity specific
estimates. If all significant inputs required to fair value an
instrument are observable, the instrument is included in
Level 2.

At 31 December 2014 and 31 December 2013, the Group’s
available-for-sale financial asset was measured by level 3 of
the fair value measurement hierarchy. There is no change in
the carrying value of the instrument during the year ended 31
December 2014.

The fair value of available-for-sale financial asset is
determined by using various valuation techniques. The Group
uses its judgement to select a variety of methods such as
discounted cash flow and fair value of net assets attributable
to the Group. The assumptions adopted on projected cash
flows are based on financial information available and
management’s best estimates.

Capital risk management

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern
as well as maximising returns for shareholders and benefits
for other stakeholders.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions.
To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, obtain new bank
borrowings or issue new shares.

The Group monitors capital using a net gearing ratio, which
is net debt (being total of bank loans and convertible bonds,
less total of bank deposits and cash and cash equivalents)
divided by equity attributable to owners of the Company. As
at 31 December 2014, the Group has a net cash position and
the aggregate balances of bank deposits and cash and cash
equivalents exceeded the aggregate balances of bank loans
and convertible bonds by approximately HK$751,502,000
(2013: HK$568,224,000).
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3 B E ke A B (4)

(b) Sk T HZ 2 F FAE A 5 (8)

()

A % 9 Sl 0 7E A8 453 I I 3 R AT AT
A TH -

N TR RE AR TR A A RS -

fisi gk T H (BG4 2 H AT E TR) 2

5300 A 15 B > AN B 1 DUAK (6 D7 R A E

TEL(EL - W% 5 Al (B 7 i 2 8 BR F0 Ti 05 M I
5 T AR B D KR AR B B R 2 A R o
ASSEVIEONIEEN PN € YTk (E 30K
RTINSy

ACFE—ET A= —HECFE =

FHZA=Z+—H > AEET HESHME

ATy VSR I EiE T D
WE T —IE+ = = F IR
BT L2 T (0 0 S -

T 4 R N PR (B D A A (4
TS RE o AC S B D HCH B s 4 Al 3k (491
47 B B 4 I A 5 % A 4 o B A M
ZANAEAR) o TR B 2 T PR A 2
Ty R R A5 B A B R R B 2
fEA = AS H o

A ) b A B

ALEMEAEH 2 FTEABESREALR
ZFP IR RC R RE ) B o B 4R v ORI Rk R
ot 2 Fl 4

A TR S AR

B A SRR o A SR [ AT RE S R e SBOROUR 5%

Z BB~ B SR AT £ B BB AT R A DA

AR F AR (R ER RIT &
KT A 5 R BRI SR AT A7 K KRR I B
& KA EY) bR DA A A AL HE
fii) AR o A F A+ A =4
H o REBEEA TS RBITHERLE 4
B G B Y 2 A B SR AT R R S ]
1B i 2 48 45 65 40751,502,0008 70 (&
— Z4F 1 568,224,000 50) o
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the

circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within

the next financial year are discussed below.

(a) Depreciation and amortisation

Management determines the estimated useful lives and
related depreciation/amortisation charges for the Group’s
property, plant and equipment and intangible assets with
reference to the estimated periods that the Group intends
to derive future economic benefits from the use of these
assets. Management will revise the depreciation/amortisation
charges where useful lives are different to that of previously
estimated, or it will write off or write down technically
obsolete or non-strategic assets that have been abandoned or
sold. Actual economic lives may differ from estimated useful
lives. Periodic review could result in a change in depreciable
lives and therefore depreciation/amortisation expense in
future periods.

(b) Impairment of non-financial assets
The Group tests annually whether goodwill has suffered any
impairment (Note 15). Other non-financial assets including
property, plant and equipment, leasehold land and land use
rights and other intangible assets are reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. The recoverable
amounts have been determined based on value-in-use
calculations or fair value less costs to sell. These calculations

require the use of judgments and estimates.

(¢c) Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business less estimated
selling expenses. These estimates are based on the current
market condition and historical experience of manufacturing
and selling products of similar nature. It could change
significantly as a result of changes in economic conditions
in places where the Group operates and changes in customer
taste and competitor actions in response to changes in
industry conditions. Management reassesses these estimates
at each balance sheet date.
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NOTES TO THE FINANCIAL
STATEMENTS

4 CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (CONTINUED)

(d) Income tax

(e)

The Group is subject to income taxes in several jurisdictions.
Judgment is required in determining the provision for
income taxes. There are transactions and calculations during
the ordinary course of business for which the ultimate tax
determination is uncertain. Where the final tax outcome of
these matters is different from the amounts that were initially
recorded, such differences will impact the current and
deferred income tax provisions in the period in which such
determination is made.

Deferred income tax assets relating to temporary differences
and tax losses are recognised when management considers
it is probable that future taxable profits will be available
against the temporary differences or tax losses can be utilised.
Deferred income tax liabilities on temporary differences
relating to undistributed profits of the Group’s subsidiaries
in Mainland China are recognised to the extent that profits
are expected to be distributed as the Company controls and
pre-determines the dividend policy of these subsidiaries
and management expects it is probable that profits will be
partly retained and not distributed from these subsidiaries
to their foreign holding companies in the foreseeable future.
Management reassesses its expectation at each balance sheet
date.

Consolidation of some stores operating under
franchise arrangement and some limited liability
companies in Mainland China

Some stores in Mainland China are operated under franchise
and other relevant contractual agreements with franchisees.
Management considered the nature of its relationship
with these franchisees and also how they interact with the
Group, e.g. financing reliance and business relationships,
etc. and determined that the Group has the ability to direct
these franchisees to act on the Group’s behalf. The Group
considered the decision-making rights of these franchisees
and its indirect exposure, or rights, to variable returns through
these franchisees together with its own and hence determined
it has control over the operation of these stores.

The Group also appointed a number of limited liability
companies to provide certain day-to-day operational and
administrative services to its stores in Mainland China.
Pursuant to the terms in the service agreements and the
nature of relationship with these companies, management
considered the Group has the power to direct the relevant
activities of these companies and it has the ability to use its
power over these companies to affect its exposure to returns.
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SEGMENT INFORMATION

The Group is principally engaged in the manufacturing,

distribution and retailing of footwear, apparel and accessories.

The CODM has been identified as the executive directors. CODM
assesses the performance of the business from a business unit
perspective, i.e. core brands business, other brands business and

manufacturing business and allocate resources accordingly.

CODM assesses the performance of the operating segments based
on a measure of segment results before finance costs, amortisation
and impairment of intangible assets and unallocated corporate
income and expenses. Certain corporate overhead expenses,
including management fee, rental and utilities were reallocated

among individual segments based on estimated consumption.

Revenue from external customers is arrived at after elimination
of inter-segment revenue. Inter-segment revenue is charged
in accordance with terms as determined and agreed mutually
by relevant parties. Revenue from external customers of core
brands business and other brands business is mainly derived
from Mainland China, Taiwan and Hong Kong and revenue
from external customers of manufacturing business is mainly
derived from the United States of America. None of the customers
accounted for 10% or more of the total turnover of the Group for

each of the two years ended 31 December 2014 and 2013.

The Group’s non-current assets, excluding deferred income tax

assets, are mainly located in Mainland China.
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NOTES TO THE FINANCIAL A W5 3% Bt G
STATEMENTS

5 SEGMENT INFORMATION (CONTINUED) 5 Z#B%& B (%)

The following is an analysis of the Group’s revenue and results by DL F 24 42 1B 4 v R R 438 22 i i S SE SR AT

reportable segments:

Core brands Other brands ~ Manufacturing ~ Inter-segment
business business business elimination Group
Bob RS SRS PR 23 I 4 K&
HK$’ 000 HK$’000 HKS$’ 000 HKS$’ 000 HK$’000
Ti#n Ti#n Ti#n Tt Tt
Year ended 31 December 2014 BEZZ N4
At HLEE
Revenue from external customers HINEF I 9,303,190 838,445 213,981 = 10,355,616
Inter-segment revenue niale 189,457 = 1,047,470 (1,236,927 =
Total segment revenue Y w6 9,492,647 838,445 1,261,451 (1,236,927) 10,355,616
Segment results LIES 225,172 17,909 58,748 (8,493) 293,336
Amortisation of intangible assets LSAY-3 3 (5,134)
Corporate income E/UN 9,605
Corporate expenses TERY (35411)
Operating profit RamA 262,396
Finance costs BT A (33,837)
Share of losses of associates REAG & 2 A R
and joint ventures AECEZER (7,219)
Profit before income tax B B 78 i i 2 A 221,340
Other information: HIbER :
Amortisation of intangible assets B EEEH - 5,134 = = 5,134
Amortisation of land use rights 30 05 A 732 - 1,003 - 1,735
Depreciation of property, ESY AN ET Rk
plant and equipment 267,292 12,122 22,022 - 301,436
Impairment of property, ESY S A
plant and equipment 3441 395 - - 3,836

Capital expenditure BARX 466,077 9,132 43,698 - 518,907
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5 SEGMENT INFORMATION (CONTINUED) 5 Z#B%& B (4)

Core brands Other brands Manufacturing Inter-segment
business business business elimination Group
BOmMsEs Bl e T AEE
HKS$’ 000 HKS’ 000 HKS$ 000 HKS$’ 000 HK$ 000
T Tt T T T
Year ended 31 December 2013 HEZZ—=F
TRt —HIEEE
Revenue from external customers — HAME Flltéi 9,431,154 731,821 283,565 - 10,446,540
Inter-segment revenue it 130,152 - 948,263 (1,078,415) =
Total segment revenue Bl 9,561,306 731,821 1,231,828 (1,078 415) 10,446,540
Segment results URES 616,219 (86,095) 17916 5,744 553,784
Amortisation of intangible assets LSAY3 3 (6,650)
Impairment of intangible assets WY AR (27.767)
Corporate income BERA 10,152
Corporate expenses PERL (9,367)
Operating profit RamA 520,152
Finance costs BT A (52,567)
Share of losses of associates FEG B A — T
and a joint venture AECEZER (3,154)
Profit before income tax W B 15 4 A 2 464,431
Other information: HIbER :
Amortisation of intangible assets L3AY3 3 = 6,650 = = 6,650
Impairment of intangible assets AT N 21,767 = = 27,767
Amortisation of land use rights S P R 5 958 - 1,002 - 1,960
Depreciation of property, VESY T i
plant and equipment 271,256 13,010 20,072 - 304,338
Capital expenditure BARY 311,536 15,483 17,192 = 344,011
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S  SEGMENT INFORMATION (CONTINUED)

The following is an analysis of the Group’s assets and liabilities by

reportable segments:

Core brands
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5

5 & B (A1)
DA A S 4% T W 00 3 2 Y S AT -

Other brands Manufacturing

business business business Group
1 Lo i 5 5 Al B BEEY AL H
HKS$’ 000 HKS$’ 000 HKS$’ 000 HK$’ 000
T T Tl Tl

As at 31 December 2014 /g Sl 1 K

+ZA=Z+—H
Segment assets IR E 6,409,650 505,702 409,611 7,324,963
Goodwill i & 15,079 = = 15,079
Other intangible assets HAh 4w g = 63,869 = 63,869
6,424,729 569,571 409,611 7,403,911
Interests in associates i - ) 2,214
Interests in joint ventures REERELER 4,071
Available-for-sale financial asset MHESHMERE 374
Deferred income tax assets EAE PTG 177,753
Corporate assets t¥EEE 72,090
Total assets BEE 7,660,413
Segment liabilities E 1,252,360 65,864 230,956 1,549,180
Deferred income tax liabilities IR AT Fir 3 B A i 19,132
Convertible bonds pEYiees 680,716
Corporate liabilities it =Y 158,994
Total liabilities Bak

2,408,022
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5 SEGMENT INFORMATION (CONTINUED) 5 Z##¥% B (&)
Core brands Other brands Manufacturing
business business business Group
NG S FoAl TS T AEHE
HK$’ 000 HKS$’ 000 HK$’ 000 HK$’ 000
T T T Tk
As at 31 December 2013 WoFE— =
+ZA=+—H
Segment assets A 6,510,821 654,739 412,175 7,571,735
Goodwill [k 15,079 = = 15,079
Other intangible assets HAb R G R - 69,791 - 69,791
6,525,900 724,530 412,175 7,662,605
Interests in associates RIS A ) 2 RE AR 7,683
Interests in a joint venture R—H&ErEZ#LR 46
Available-for-sale financial asset MhESMERE 374
Deferred income tax assets BT REE E 151,248
Corporate assets tEEE 360
Total assets BEE 7,822,316
Segment liabilities i S=Lr 1,344,152 81,562 291,983 1,717,697
Deferred income tax liabilities T ERIAA & 24,470
Convertible bonds EEJides 689,178
Corporate liabilities PEAMR 141,142
Total liabilities AR 2,572,487
6 OTHER INCOME 6 HAikA
2014 2013
e~ Sl 11 - O
HKS$’ 000 HKS$’ 000
Tt THIT
Interest income FLE WA 47,118 33,374
Government subsidies R A 14,647 37,192
Franchise and royalty income T AT RE B B REURA 8,217 7,260
Gross rental income IR NN E 1,820 1,553
Dividend income from an RE—HESBEE
available-for-sale financial asset e Bl A - 18
Others HoAth 12,081 15,134
83,883 94,531
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7 OTHER LOSSES - NET
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2014 2013
SEoWE o=
HKS$’ 000 HK$’ 000
T#u T #E T
Loss on disposal of property, LB - MR TR
plant and equipment d i (22,036) (42,985)
Impairment of property, W2~ RJE B %A e
plant and equipment (3,836) -
Impairment of intangible assets I TE A el = (27,767)
Net exchange (loss)/gain [ 58, (5 9) /i 25 7 38 (1,454) 13,811
Fair value gain/(loss) on derivative e & T H 2 A FEE
financial instruments Wets,” (5 18) 3,145 (1,315)
Loss on disposal of a subsidiary R — B B T B R (580) -
(24,761) (58,256)
8 OPERATING PROFIT 8 HEAM
Operating profit is stated after charging/(crediting) the following: RERFCAER (FEA) THI&H :
2014 2013
—F-NE —“F-=
HK$’ 000 HK$’ 000
T#T THE T
Amortisation of land use rights - i fef ) RE 48 1,735 1,960
Amortisation of license rights R R R 4 Y 2,651 2,704
Amortisation of trademarks 7R 2,483 3,946
Auditors’ remuneration 1% BT 4 5,441 5,785
Cost of inventories sold, including BB ERA GG
write-back of provision A7 B 119,751,000 70
for slow-moving inventories (ZF— =R WA Bl
of HK$119,751,000 (2013: 244,523,00045 7C)
provision for slow-moving
inventories of HK$244,523,000) 4,069,662 3,993,691
Depreciation of property, VY ERN &R
plant and equipment 301,436 304,338
Employee benefits expense (Note 14) & B A8 A B =2 (B 5k 14) 1,504,278 1,477,488
Net provision for/(write-back of) B ) TR MR I (1 3 A
impairment of trade receivables (§c JEIDREIE 48 (437)
Operating lease rentals (including b e #E T 2 BOETH EAH
concessionaire fees) in respect (L FE P R T8 & %)
of land and buildings 2,584,209 2,554,537
9 FINANCE COSTS 9 WMBWA
2014 2013
—F2NE —F—=
HK$’ 000 HK$’ 000
T#7T THIT
Interest on convertible bonds A B £ 55 1) S 32,192 51,934
Interest on bank loans SRATE A B 1,645 203
Interest relating to license fee payables JRE AT A 5 fe L RE 22 1) B, - 430
33,837 52,567
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10 INCOME TAX EXPENSE 10 P 5 BE B £
2014 2013
—E g —F =
HK$’ 000 HK$’ 000
T#n THE T
Current income tax RV I A B B TH 75,421 146,356
(Over)/under provision in prior years WA GREEHEE) B AR (235) 12,122
Deferred income tax (Note 37) RS BT A5 BB (B 3E37) (35,995) (28,381)
39,191 130,097
The income tax on the Group’s profit before income tax differs 7 A5 B A B R Por A5 B0 i 2R 2 T 75 B BEL {1 A 4R
from the theoretical amount that would arise using the applicable P A 45 B B 2 o P B AR R AR 2 B AR B
domestic tax rates of the Group entities as follows: HZ @M -
2014 2013
—FNE —F-=
HKS$’ 000 HK$’ 000
T#T THE T
Profit before income tax 5 BT 15 A5 A 29 1 221,340 464,431
Add: share of losses of associates s REAG B A T A A 2R
and joint ventures 7,219 3,154
228,559 467,585
Income tax calculated at domestic tax e A7 B b s P 7 A 2 R 9
rates applicable to profits in B2 EH S 2 TR B
the respective places 43,271 107,784
Income not subject to tax DREBBA (47,485) (45,080)
Expenses not deductible for tax purposes /A~ A F18i B 3¢ 25,473 27,365
Tax losses for which no deferred o T R A ol TH A 2 B IH e 4R
tax assets recognised 526 2,262
Utilisation of previously B R R R 2 B S 1R
unrecognised tax losses (1,266) (19)
(Over)/under provision in prior years WA R GRBEHEE) H A R (235) 12,122
Derecognition of previously recognised ~ #¢ IF R E R 2
deferred income tax assets R A0E T 45 B TH 371 117
Withholding taxes on royalties, B - F R N B K R
management fee and profits B Jag 2 W) 23 R At A 2 TR AL
appropriated by subsidiaries
in Mainland China 18,536 25,546

Income tax expense JIr A5 B BH 52 39,191 130,097




NOTES TO THE FINANCIAL
STATEMENTS

10 INCOME TAX EXPENSE (CONTINUED)

11

The weighted average domestic tax rate is 20% (2013: 23%).

No provision for Hong Kong profits tax has been made in the
financial statements as the Group does not have any assessable
profit arising in Hong Kong during the two years ended 31
December 2014.

Provision for China corporate income tax is calculated based on the
statutory tax rate of 25% (2013: 25%) on the assessable income of

each of the Group’s entities.

Income tax on overseas (other than Hong Kong and Mainland
China) profits has been calculated on the estimated assessable
profits for the year at the applicable rates of income tax prevailing

in the places where the Group operates.

Pursuant to the China corporate income tax laws, 10% withholding
tax is levied on all foreign investors, except that only 5% is levied
for foreign investors which are incorporated in Hong Kong, in
respect of dividend distributions arising from a foreign investment

enterprise’s profit earned after 31 December 2007.

Pursuant to the China corporate income tax laws, withholding
tax at a reduced rate of 7% (2013: 7%) by treaty is applied to the
Group’s entities incorporated in Hong Kong for royalties received
or receivable. Withholding tax of 5% (2013: 5%) is applied to
management fee received or receivable from a Group’s entity with

tax jurisdiction in Mainland China.

(LOSS)/PROFIT ATTRIBUTABLE TO
OWNERS OF THE COMPANY

The loss attributable to owners of the Company is dealt with
in the financial statements of the Company to the extent of
HK$21,847,000 (2013: profit of HK$245,736,000).

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

10 P 15 B bl =2 (4)

11

THET- 2 1 757 B R B520% (% — =4F 1 23%) o

MRAEFREE_F—-NE+_A=1+—H
1k 2 T A 4 B R Sz 0 7 A 7 E A A e R 4L
A RS i R A ST A R A B A

rp A 2E BT AS B T AR 4R T HE N A B 0 R
B AR E B E25% (=B —=4F 1 25%) 5t
Hefh o

A (G Kb B K B DL A st [ ) 28 ) 2 B 44 i
T A4 BE 2 AG wH B SR 1 R 12 A 4 1 K By
£ 2 BAT N TR BB R -

R B A ST BLL > B A AN &
SPERFER _FFLEFT A=+ HRR
WA 2 BB IR - BN10% 2 B > R E
T E AL 2 W S R AN 5 %0 2 TE AT
i o

AR o B A ZE T A BT AN S A s AR
ST CECRS o 2R O il R o S R A e AR A
T T% (. F—=4F 0 7%) Bl REUR AR
T 0 21 [ A 45 ] A o 18 K e A ) 9 I 7 i
2 Wil i P A R ZE BN S % (T — =
1 5%) ZTEINBL -

AR v A N EAS Ok 8)  # A

AN A B FMENEI 2 AN A NE
b 5 1R % %£21,847,0008 76 (—F — =4F B4
245,736,0004% 7C) ©

83



Daphne International Holdings Limited ¢ Annual Report 2014

NOTES TO THE FINANCIAL
STATEMENTS

12 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit
attributable to owners of the Company of HK$176,031,000
(2013: HK$329,144,000) by the weighted average number of
1,649,142,384 (2013: 1,648,973,617) shares in issue during the

year.

Diluted earnings per share is calculated by dividing the profit
attributable to owners of the Company of HK$176,031,000 (2013:
HK$329,144,000) by the adjusted weighted average number of
1,649,142,384 (2013: 1,693,557,106) shares, after taking into

consideration of the exercise of share options and warrants.

St 255 ¥ 3 Wi

12 &M

g JBERE AR B R T MR AR N W MR ON R AL 2 R
176,031,000 JC (=% — =4 : 329,144,000
W) B DLAE N BB AT B o RE P 3 3
1,649,142,384 /8% (& — =4F : 1,648,973,617/i%)
AHE -

g TR T B R A R AT o I IR RE R R HE B
1% > MRAEA L /A A EAS & F1176,031,0004
JG (5 — =4 1 329,144,00095 70) [ DA 8 37 4
JB& 453 im HE - 24 #01,649,142,384 (& — =4
1,693,557,106) f& w5

Number of shares
Jie 1 B H
2014 2013
“ER g R =4

Weighted average number
of shares in issue

A7 (o i P 2 R

A7 Mo BB HE RE 2 5 2

Effect of exercise of share options

Effect of exercise of warrants

B AT B I HE-F- 2 8 H

1,649,142,384 1,648,973,617
- 4,193,459
- 40,390,030

Weighted average number
TinHE-F- 2 %

of shares adjusted for effect

of dilution

L1 O R 2B T R 2 By

1,649,142,384 1,693,557,106

During the year, 44,515,000 (2013: 7,100,000) share options
outstanding at year end, or lapsed or exercised are anti-dilutive and
are ignored in the calculation of diluted earnings per share since
the exercise price of the share options was higher than the average

market price during the year.

For the year ended 31 December 2014, convertible bonds are anti-
dilutive (2013: anti-dilutive) and are ignored in the calculation of

diluted earnings per share.

RN | B R A AT AR A 22 O B
> DR UL S B A e Y 2 R R o ST 51
44,515,0000 (=& — =4F : 7,100,000/ 74K
RATH ~ SURE N B R E AT 2 B
VEF 2 B I HE TS AE A ©

HE-F—-NWE+_H=+—HIL4EE > I
Ml B R MR (2 — =4 « B R #EMHAE
) o B R A R T 2R IR Sl e T OE AR
W o
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STATEMENTS
13 DIVIDENDS 13 kB
2014 2013
“B-mE  —E =
HK$’ 000 HK$’ 000
T 0 FHT
Interim dividend, paid, of HK3.5 cents EL AT Fp A R BB %35 I
(2013: HK6.0 cents) per share (T —=4F 1 6.0 57,720 98,949
Nil final dividend proposed R IR R A R
(2013: HK2.0 cents per share) (& — =247 - 5 2,03l - 32,983
57,720 131,932
The Board does not recommend the payment of a final dividend in FHEAREENEE F—WE+H=+—
respect of the year ended 31 December 2014. HEAF B IR B R RS o
14 EMPLOYEE BENEFITS EXPENSE 14 & B # B X
Employee benefits expense, including directors’ emoluments, g E A% FI B S (B R S 4) 45 -
represents:
2014 2013
SEomgE %=
HK$’ 000 HK$’ 000
Tt T
Wages, salaries, allowances and bonuses L& ~ 4 ~ # A R AE4L 1,402,435 1,383,658
Defined contribution pension JE B FOR IR G LA (K 5E(a))
costs (Note (a)) 82,884 90,162
Share-based payment expense DA R o B 2 A5 K B 32 18,959 3,668
1,504,278 1,477,488
(a) Defined contribution pension costs (a) € ALK IR 4 Bl AR
During the year, no unvested benefits were utilised by the AR IR s A B BN R AT AT O B )
Group to reduce the level of contributions (2013: Nil). As RHE R K (CF— =4 |) « A F
at 31 December 2014 and 31 December 2013, no unvested —WE+ A=+ —H K _F—=H4+_
benefits are available to be utilised in future years. HZ=4—H > BE8EKEE A 5 ] 7 K ok #

AR o
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14 EMPLOYEE BENEFITS EXPENSE 14 18 B & F B 32 (%)
(CONTINUED)
(b) Emoluments of directors and chief executive officer (b) # K AT B AR B &
The remuneration of each director and the chief executive BHE+ - HZ=Z+—HILFE A ALE
officer (“CEO”) of the Company for the year ended 31 AT ((TTHAR D e

December is set out below:

Charge/
(reversal) of
Defined share-based
contribution Discretionary payment
Fees Salaries  pension costs bonuses expense Total
DAL 2 2
SE M 1 Z PR
e e BRERA  BWRL GA/(BR) it

HK$000  HK$000  HK$000  HK$000  HK$000  HK$ 000
T T T T T T

2014 ZE-NE
Name of director EHRES
Mr. Chen Ying-Chieh (CE0) ~ WHARAE (fFHH#) = 4,967 17 1,487 3,015 9,486
Mr. Chang Chih-Chiao REGEE = 1,565 = 261 1,507 3,333
Mr. Chang Chih-Kai R E = 1,565 = 261 1,746 3,5M
Mr. Chen Tommy Yi- Hsun B A 8 0 2 = 1,565 = 261 956 2,782
Mr. Huang Shun-Tsai I 150 = = = = 150
Mr. Kuo Jung-Cheng TR F 150 - - - = 150
Mr. Lee Ted Tak Tai BEREA 425 = = = = 425
725 9,662 17 2,270 7,224 19,898
2013 “E-ZF
Name of director EHUEA
Mr. Chen Ying-Chieh (CEO) BRI (frE AR = 4971 15 8,706 (2,768) 10,924
Mr. Chang Chih-Chiao REFREE = 1,563 = 2,747 (508) 3,802
Mr. Chang Chih-Kai RE = 1,563 = 2,747 (600) 3710
Mr. Chen Tommy Yi- Hsun kP = 1,562 11 4,62 1276 7471
Mr. Huang Shun-Tsai Ey P 150 = = a = 150
Mr. Kuo Jung-Cheng R A 150 = = = 1 150
Mr. Lee Ted Tak Tai BERELE 383 - - - - 383

683 9,659 26 18,822 (2,600) 26,590




NOTES TO THE FINANCIAL

STATEMENTS

14 EMPLOYEE BENEFITS EXPENSE

(CONTINUED)
(c) Five highest paid individuals (¢ hAmmB AL
The five highest paid individuals for the year include two BN KRS FALEERS (CF—=
(2013: two) directors whose emoluments are presented o) B HE A B R koo
above. The emoluments of the remaining three (2013: three) T HB=2(CZF—=F:=Z8) Atz
individuals are as follows: M
2014 2013
—F-NE —F =
HK$’ 000 HK$’ 000
T#n THTT
Salaries, allowances and bonuses Bz~ Ak R TEAT 10,563 9,936
Share-based payment expense DA B 53 5 B 22 ASE 3B 3 3,860 4,438
14,423 14,374
Number of individuals
N
2014 2013
Emolument bands T 45 s 2 “FR g SF =
HK$3,000,001 to HK$4,000,000 3,000,001 70 £4,000,000% 7 1 1
HK$4,000,001 to HK$5,000,000 4,000,001% 7T 25,000,000 7G 1 1
HK$5,000,001 to HK$6,000,000 5,000,001 70 %.6,000,000% 7T 1 -
HK$6,000,001 to HK$7,000,000 6,000,001 70 %7,000,000% 7C - 1
3 3
No emoluments have been paid by the Group to the directors A 42 1) 37 48 1) B 5 SR 4 B i A L
or the five highest paid individuals as an inducement to AT AT 5 > FE ARSI I A AL E -
join or upon joining the Group, or as compensation for loss S AE £ I A B2 (B IR A Jh ol A Rl A - 4R
of office. No directors or the five highest paid individuals A > 4% S T 4% e B A ) i I
waived or has agreed to waive any emoluments during the IFi) Jof TS0 S A T P 5
year.
(d) Remuneration of senior management by band (d) WEEA B Z 5 Mg
The remuneration of the senior management of the Group by AAERE > A ] R RN B 2 i
band for the year is as follows: o
Number of individuals
N
2014 2013
Remuneration bands ¢ T v “E g —F =
HK$3,000,001 to HK$4,000,000 3,000,001 70 %4,000,000% 7 1 1
HK$4,000,001 to HK$5,000,000 4,000,001 7T % 5,000,000 IG 1 1
HK$5,000,001 to HK$6,000,000 5,000,001 7 %.6,000,000% 70 1 -

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

14 & H 1 A B 32 (4])

HK$6,000,001 to HK$7,000,000

6,000,001 7€ 427,000,000 7
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15 INTANGIBLE ASSETS 15 EEE
Group
N
License
Goodwill rights  Trademarks Total
B R e R [k A
HKS$’ 000 HKS$’ 000 HKS$’ 000 HKS$’ 000
Tt Tt Tl Tt
Cost RAE
At 1 January 2013 WoFZ—=4F—H—H 26,669 47,768 77,807 152,244
Exchange adjustment i b, 3 29 1,320 2,278 3,627
Addition HE = 819 - 819
At 31 December 2013 WZF—=F+ZA=+—H 26,698 49,907 80,085 156,690
Exchange adjustment [ 5 o 4 = (1,070) (1,145) (2,215)
Addition HE = 973 = 973
At 31 December 2014 R_-ZF-NEFZH=Z1+—H 26,698 49,810 78,940 155,448

Accumulated amortisation 25T K i E

and impairment

At 1 January 2013 RoF—=F—HA—H 10,606 7,717 18,469 36,792
Exchange adjustment W 3, 7 = 217 394 611
Amortisation B - 2,704 3,946 6,650
Impairment WA 1,013 - 26,754 27,767
At 31 December 2013 RZF—=F+ZHA=+—H 11,619 10,638 49,563 71,820
Exchange adjustment i 30, ) % - (212) (242) (454)
Amortisation 3 - 2,651 2,483 5,134
At 31 December 2014 R-ZF-NEFZH=Z1—H 11,619 13,077 51,804 76,500
Net book value H 1 3 (E
At 31 December 2014 R-Z—NEFZA=Z+—H 15,079 36,733 27,136 78,948

At 31 December 2013 RZF—=F+ZA=+—H 15,079 39,269 30,522 84,870




NOTES TO THE FINANCIAL
STATEMENTS

15 INTANGIBLE ASSETS (CONTINUED)

Amortisation of HK$5,134,000 (2013: HK$6,650,000) is included
in the “general and administrative expenses” in the consolidated

income statement.

Goodwill is allocated to the Group’s CGU identified according to
the operating segment. The Group performs impairment tests on
goodwill annually, or more frequently if there is any indication that
it may be impaired, by comparing the recoverable amount to the
carrying amount as at the balance sheet date. As at 31 December
2014, the recoverable amount of the CGU was determined based
on value-in-use calculations. These calculations used cash flow

projections based on financial budgets approved by management

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

5 EILEE (4)

5,134,0004% G (—F — =4F 1 6,650,000% 7T ) #
S AL IE N A5 A W g R 0 — M B AT BB S -

7R 2 TG o3 L AR SR AR B 0 W > 2 A B
JE AR AL o A A A A T A AF (FA0 B T RE
EZ AT R > RIS AHE) ERE G - 765
T S AT i T < B R T (AR L o R
F—WEFTZA=+—H  BlE&ELEMZH]
W [ < ) e A P (B (EL T 8 © w T B9

FRA% 7 J0 g v < MR PR 2 Bl i T
WitHE o —F—DEE —F— =ZFNRFEME

covering a 5-year period. The key assumptions, long term growth FE A BGER ~ RIS R0

rate and discount rate used in the value-in-use calculations in 2014

and 2013 are as follows:

2014 2013
—FlE —F-=

Compound annual revenue growth rate (%) A F R N R R (%) 17.9 16.1
Gross margin (%) B (%) 56.6 59.0
Long term growth rate (%) R R 2 (%) 2.0 2.0
Discount rate (%) B (%) 18.9 19.9
Average annual capital expenditure (HK$>000) P34 4 G AR % (T T) 119,031 113,053

The budgeted gross profit margin and net profit margin were
determined by the management for the CGU based on past
performance and its expectations for market development.
Management believes that any reasonably foreseeable change
in any of the above key assumptions would not cause the
carrying amount of goodwill to exceed the recoverable amount

significantly.

B < A AR AL 2 TR B P 8 R R R T oy A B
i 9 8 2 B M 3B i 455 % R 2 T A T R
PRI AR S - it AT e B B R S ik BLAE AT
B R] LA E > MO o S B R R T (B KR
7 9 T Wi [ <
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16 LAND USE RIGHTS 16 - 3 £ 1) HE
Group
A M
2014 2013
ZE g R4
HK$’ 000 HK$’ 000
F# T THIT
Cost AE
At 1 January w—H—H 81,836 74,539
Exchange adjustment [FEE b1, 34 % (2,051) 2,303
Additions N 25,294 4,994
At 31 December wt+—H=+—H 105,079 81,836
Accumulated amortisation BRI
At 1 January w—H—H 27,324 24,792
Exchange adjustment FEE b, 34 % (489) 572
Amortisation 5 1,735 1,960
At 31 December wt+—H=+—H 28,570 27,324
Net book value W T IFE
At 31 December 5 = HE=-—<H 76,509 54,512
At 1 January w—H—H 54,512 49,747
As at both 31 December 2014 and 31 December 2013, all land use MW ZE—NFE+_H=+—H K _FE—-=4+_
rights are held in Mainland China on leases of between 10 to 50 A =1—H > B e A RE 2 A B oK R D

years. HERH > BIHI0FES504F «
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17 PROPERTY, PLANT AND EQUIPMENT 17 W3k ~ W Be %
Group
S 1]
Furniture,
fixtures
Leasehold  Construction- Plant and and Motor
Buildings improvements  in-progress machinery equipment vehicles Total
il W
By HENEEE FRIE  HERRS  EERRH HE Hat

HKS’ 000 HKS’ 000 HKS’ 000 HKS 000 HKS’ 000 HKS” 000 HKS" 000
TeE TR TR TER TEE  TER ThR

Cost R (8
At 1 January 2013 i St A 738,607 740,924 4153 137471 290,800 52,040 1.963,995
Exchange adjustment i3k 21,756 20,461 215 4,056 8,516 1,446 56,430
Additions K 8,269 236,358 6,882 7,946 58,998 2,151 320,604
Transfer i 524 s (524) - 3 5 =
Disposals it # (147) (168.470) = (21,800 (11,446) (1678) (209,541)
At31 December 2013 REF—-ZEFZA=+—H 769,009 820073 10,726 121673 346,868 47959 2,131,508
Exchange adjustment i3] (18,453) (20939) (454) (3,114) (1978) (988) (51,926)
Additions W E 155,022 313,10 42,867 10,263 25978 221 549,552
Transfer i 6,335 327 (9,751) 189 - - -
Disposals ih & 437) (170,087) = (5,743) (11,372) (3,724) (191,363)
Disposal of a subsidiary & —RE AT - (2,854) = = (411) - (3,269)
At 31 December 2014 REF-MEFZAE—H 911,476 951,830 43,388 129,268 353,085 45,459 2,434,506

Accumulated depreciation AR REREE
and impairment
At 1 January 2013 RoE-ZE—f—H 110,08 361,927 . 113424 157453 37,549 780411
Exchange adjustment 35 3,464 10,644 = 3414 4823 1,067 23412
Depreciation i 16,564 224,843 - 8,756 48,895 5,280 304,338
Disposals hE (120) (124.287) S (21,620) (11,136) (1172) (164,335)
At31 December 2013 REZE-ZFFZH=1—H 129,966 413,107 . 103974 200,035 36,724 043,826
Exchange adjustment 5% (3,076) (12,358) = 2,397) (4,858) (861) (23,750)
Tmpairment Wit - 3,836 = = = = 3,836
Depreciation ik 20,692 21,785 = 8,997 44,940 5022 301,436
Disposals e (184) (148,422) = (5,719) (10,302) (3,138) (167,765)
Disposal of a subsidiary T 4 - (499) = = (63) - (562)
At 31 December 2014 REB-MEFZAEF—H 147,398 537,469 = 104,655 29,75 31,041 1,057,021

Net book value SR
At 31 December 2014 REF-MEFZAE—R 764,078 414,361 43,388 24,613 123333 7,712 1377485

At31 December 2013 REZ-ZE+ZA=+—H 639,043 356,146 10,726 23,699 146,833 11,235 1,187,682
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18 INVESTMENTS IN SUBSIDIARIES - 18 AWM E AT Z B & — AR A
COMPANY
Company
A2 H]
2014 2013
—FNEE —ER =
HKS$’ 000 HK$’ 000
F#x THTT
Unlisted investments, at cost F LW E > WMAME 368,822 368,822
The following is a list of the principal subsidiaries as at TRESR —F-NET A= —HZEE
31 December 2014: (NG
Place of Particulars
incorporation/ of issued/paid- Interest  Principal
Name operation up capital held activities
B3l A DB /R PifEs
£ 1 BHEMLE Bt A A %  EEEE
Aee International Ltd. ® China US$8,580,000 59.96  Distribution of footwear
EEBNEE (LR ARAA® g 8,580,000 7T and accessories
O S BEAE E  S B
Bright Crown Holdings Limited British Virgin Islands 1 share of US$1 each 100 Investment holding
SEVRETE A PR A ) i JB B T 1P P T 1 3% s 2 B
Colossus Asia Limited Hong Kong 100 ordinary 59.96  Retailing of footwear and
E R R A s shares of HK$100 accessories
100/ 1 {8 1007 76 2 % 48 ik TR O S B A
Dafu Footwear Co., Ltd. China US$3,180,000 90  Manufacture of footwear
Hanjiang Putian City © H 3,180,000 7t A A E
TR LR AR A PR A )@
Daphne Footwear (Sichuan) Co., Ltd ® China RMB10,000,000 100 Processing of footwear
B (U )1]) BE2EA R A © H Bl 10,000,000 A [ ¥ T
Daphne Investment (Group) Co., Ltd. ® China US$30,000,000 100 Distribution of footwear
HEREE CER) ARAR® i 30,000,000 JC and accessories and
investment holding
3 BF B A
AT B
Full Pearl International Limited British Virgin Islands 3,294 shares of 59.96  Investment holding and
BEERARA S J R L US$1 each trading of footwear
3,294 45 i T (L and accessories
1ETTZ ]l REHRLEE
BETRE O RO
Gentlefit Trading Limited Hong Kong 100 ordinary shares 100 Investment and trademark
RS A RA it of HK$100; 13,055,667 holding
non-voting deferred shares B R R
of HK$13,055,667 @
100/ 1 {5 1007 7T 2 5 48 ik 5

13,055,667 /% i {E 13,055,667
T 0 2 Q1% ZEREAE A £y
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18 INVESTMENTS IN SUBSIDIARIES -

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

18 i Fit & 2 Wl 2 Be B — A 4 W] (4)

COMPANY (CONTINUED)
Place of Particulars
incorporation/ of issued/paid- Interest  Principal
Name operation up capital held activities
REMR T8/ B Pk
4 B B A A %  FEEH
Prime Success (BVI) Limited British Virgin Islands 5,000,000 shares 100 Investment holding
YL IR T of US$0.01 each RE R
5,000,000/ &
T {H0.013 T 2 Bt
Putian Hanjiang Footwear Co., Ltd. @ China US$6,000,000 85  Manufacture of footwear
LA R A A R 6,000,000% 7t B R
Shanghai Aixie Information China RMB1,000,000 100 Operation of e-commerce
Technology Co., Ltd.® H 1,000,000 A R business
FEEG ERHER AR R T T TS
Shanghai Guang Wei Industry & China US$4,600,000 87.8  Manufacture of footwear
Commerce Co., Ltd. @ H 4,600,000 JC Bk R
EERBEEEERAF
Shoebox Commerce Co., Ltd. ® China RMB460,000,000 96.46  Distribution of footwear,
B EARA A H 460,000,000\ apparel and accessories
G S E R A
Ik i 1% B
Shoebox Holdings Limited Hong Kong 14,111 ordinary shares 96.46  Investment and trademark
EEME P A PRA T i of HK$381,470,740 holding
14,111 R T {5 BE R AR
381,470,740% 7T 2 & 8 it
Victoria Success (Shanghai) Limited ® China US$23,000,000 100 Manufacture of footwear
KBEE (L) HRA RO i 23,000,000 7 o R

Notes: 5T -

(a) These companies were established in China in the form of equity joint (@) FHEAFABHRPEBLZ EERE -
ventures.

(b)  These companies were established in China in the form of wholly foreign- (b)  ZHEAF RPN RN E R -
owned enterprises.

(¢)  Other than investment in Prime Success (BVI) Limited and Full Pearl (¢) B&JAPrime Success (BVI) Limited &% & ¥ [ B2 A BR 2>
International Limited which are held directly by the Company, all Al Z G T A AT EERA S L5 A HAb K
subsidiaries shown above are held indirectly by the Company. Ji§ s w AR N F A e

(d)  The non-voting deferred shares practically carry no rights to dividends, (d) A5 SR S AR 0 BT I SR RO B A W 22 S
nor rights to receive notice, nor rights to attend and vote at any general B A W RZ 2 A AT AR i B R o 2 o R R K i
meeting of the respective companies, nor rights to participate in any JAE EHEL o A B VR A IR S I R 22 BT ]
distribution on winding up. IR o

(e)  None of the subsidiaries had any debt securities outstanding at the end of (e) 45 BrHJEE 28 A A7 4 TROATE (A AT fo] BRF: [ ARE 8 4 o] A i 23
the year or at any time during the year. BB H o

(f)  The English names of the subsidiaries established in Mainland China (f) AR R RS 2 B A RIS R A E S

represent the best effort by the directors in translating its Chinese name as
they do not have official English names.

TR eh SC AR AR IS o PRI 20 5 M B 4 W01 R A I
ENIES ®
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19 AMOUNT DUE FROM A SUBSIDIARY - 19 BB — 51 & 2 ) B sk — A 2
COMPANY
The amount due from a subsidiary is unsecured, interest-free and JRE Wi — ] B TS A ) B ) A~ B o 2

repayable on demand.

20 INTERESTS IN ASSOCIATES 20 7B A R 2 HE fR
Group
A4
2014 2013
—FNE —F =4
HKS$’ 000 HK$’ 000
T#T THIT
At 1 January w—H—H 7,683 11,055
Exchange adjustment [T 5, 3% 269 (232)
Share of losses A5 i 48 (5,738) (3,140)
At 31 December S H = |- —dF] 2,214 7,683
Details of the associates as at 31 December 2014 are as follows: AZE—NE+F+H=Z+—H  BENF 25
HaTF
Place of Particulars Interest
incorporation/ of paid-up held
Name operation capital indirectly  Principal activities
GRL Y &R
%4 B T 280 R B AR 1% MRS  REER
%
Dayong Shoe Material Co., Ltd. China RMB5,457,000 30  Manufacture of
Hanjiang Putian City H 5,457,000 A\ B # shoe materials
T TIT IR YRR A SE A R A B ) R
Jinxing Shoe Industrial Co., Ltd. China US$4,900,000 30  Manufacture of
Putian City g 4,900,000 7 footwear products
HH TR & 2 XA RAA B B
Note: The English names of the associates represent the best effort by the B ST < RN W)Y S8 SO A4 A 2 o S ) B AR L b S R
directors in translating its Chinese name as they do not have official FiAg o B R a% S ARG R A IE S SO TR o

English names.
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21 INTERESTS IN JOINT VENTURES 21 REBEEZHELR
Group
A4 M
2014 2013
“R g R =4
HKS$’ 000 HKS$’ 000
T#T THIT
At 1 January w—H—H 46 -
Initial investments: WR R
—Cash — B 100 60
— Loans to a joint venture —fERT —HEBERE 5,308 -
Share of losses JRE A e 18 (1,481) (14)
Other comprehensive income b A T R 4 98 -
At 31 December wt+—H=+—H 4,071 46

M_EF—MWEF+_A=+—H > fEdELst

Details of the joint ventures as at 31 December 2014 are as

follows: R
Place of Particulars
incorporation/ of issued/paid-up Interest
Name operation capital held indirectly Principal activities
GRS
A BN C#AT/BUR RA 1 i 4 T 4 FEEH
%
Amei Investment Limited Hong Kong 120,000 ordinary shares 50 Holding of trademarks
ERBEARA A it of HK$120,000 A TR
120,000/K i {
120,000 7C. 2 ¥ 4 it
Marlow House Asia Limited British Virgin 2 shares of US$1 each 50 Distribution of footwear
Islands 2 B T (L and accessories and
B IR LB 1E T2 et investment holding
73 S RERE i S A
DR BB I
Ondul Investment Limited Hong Kong 100,000 ordinary shares 50 Holding of trademarks
JF oK B A PR il of HK$100,000 FRA TR
100,000/ i {E

100,000 7C 2 % 4 it
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22 AVAILABLE-FOR-SALE FINANCIAL 22 o] B il R
ASSET
Group
N L]
2014 2013
RN —F =
HK$’ 000 HK$’ 000
T# T T oo
Unlisted equity investment, at fair value ~ FF LT RABE » $20 % 5 15 ¢
as determined by directors 2O EAE AR & DL R EHE
and denominated in RMB 374 374
23 INVENTORIES 23 #8
Group
y: N
2014 2013
g —EF =
HKS$’ 000 HK$’ 000
T 0 FH T
Raw materials JEM Al 37,686 44,899
Work-in-progress TE R 64,268 64,336
Finished goods BB 2,171,376 2,533,685
2,273,330 2,642,920
Inventories as at 31 December 2014 are stated net of provisions for A E—WEFS T H =+ —H R IIEMR
impairment of HK$325,033,000 (2013: HK$454,241,000). 17 £ Wk (B 8% 1#5325,033,000% 70 (- F — = 4F :
454,241,000%5 7T) SR ©
24 ENTRUSTED LOANS 24 ZatHEHK
As at 31 December 2014 and 2013, short-term entrusted loans W oE—NER - FE—-=ZF+_H=+—H>
are granted by a licensed bank in Mainland China on behalf of S W L AR A B ) R R B K [ — [ 4
the Group to an external supplier (2013: external suppliers) for SRATI — R BEER (—F— =4 ST HER)
which the Group bears the risk and reward. The entrusted loans are B 2 Bk Ja By B[] ph A 4E R AE o T
interest bearing at 3.5% (2013: 3.5%) per annum and repayable BHAREN RIS (=4 :35H) 5 5 >
within 90 (2013: 90) days from the date of borrowing. H & 7K H 90K fH 22 -
25 TRADE RECEIVABLES 25 B 5 MWK
Group
A
2014 2013
—FNEE —ER =
HKS$’ 000 HK$’ 000
F#x THTT
Trade receivables B 5 FE WUIR K 327,574 367,776
Less: Provision for impairment W U A A (1,019) (2,050)

Trade receivables — net

5 RS T 3K — {48 326,555 365,726
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25 TRADE RECEIVABLES (CONTINUED)

Movement in provision for impairment of trade receivables is as

42014 .

St 755 ¥ 2 i

25 B 5 MEWOIR K (A7)

BEOJE W WOMR o A B A A

B 5 W& WO A o (B 184 2 S B 5 o T

follows:
Group
A4
2014 2013
ZE g R =4
HK$’ 000 HKS$’ 000
F# T 0
At 1 January w—H—H 2,050 2,433
Exchange adjustment [T 5, 3 45) 64
Provision for impairment NRERER ] 1,689 1,182
Write-back of provision for impairment  Jg {E 4% i #3§ 5] (1,641) (1,619)
Receivables written off during RN & IR (e N B g
the year as uncollectible 2 BB K (1,034) (10)
At 31 December wtrZH=+—H 1,019 2,050

The ageing analysis of trade receivables by invoice date is as

BB H IR R 2 B 5 B SORFIR B 2 B T

follows:

2013

—F g =
HK$’ 000 HKS$’ 000
Tt Fis T
0 - 30 days 0%30H 207,657 224,222
31 -60 days 31260H 71,825 91,075
61 — 90 days 61%290H 18,658 23,111
91 — 120 days 91%120H 7,555 11,856
121 - 180 days 1212 180H 10,444 8,880
181 — 360 days 1812360H 9,985 5,129
Over 360 days 360H DA E 431 1,453
326,555 365,726
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25 TRADE RECEIVABLES (CONTINUED)

As at 31 December 2014, trade receivables of HK$275,512,000
(2013: HK$288,087,000) are neither past due nor impaired. These
related to a number of independent customers for whom there is no
relevant history of default. The ageing analysis by past due date of

trade receivables that are past due but not impaired is as follows:

St 255 ¥ 3 Wi

25 B 5 MEWOik K (A7)

WF—WEF A =+—H > 85 BIRR
275,512,000% 6 (— & — = 4F : 288,087,000%
J6) 3 A el L o ZERETIRIR £ 4
WHEAFHR B LEF - aMH#H AL
AR A R (2 & 5 RS RS A i R

Group
L
2014 2013
“EB g R =4
HK$’ 000 HK$’ 000
Tt T 70
Not past due i# =A% 781 1] 275,512 288,087
1 — 30 days past due w1 % 30H 24,179 43,804
31 - 60 days past due 131560 H 6,364 11,674
61 — 90 days past due i 161290 H 5,675 7,773
91 — 120 days past due A1 %120 H 3,703 4,394
121 — 180 days past due B121F180H 5,407 5,426
181 — 360 days past due 1815360 H 5,715 4,568
326,555 365,726
The carrying amounts of trade receivables are denominated in the B o BES IR SR 2 BT (E DL T 5 & S e
following currencies:
Group
L
2014 2013
“ER g —ER-=4F
HK$’ 000 HK$’ 000
Tt T #s70
RMB N 285,935 332,908
US$ e 26,817 20,486
New Taiwan dollar (“NTD”) et (Hatk) 13,003 12,100
HK$ i 800 190
Malaysian Ringgit (“MYR”) FAR VG s (TG D) - 42
326,555 365,726

The carrying values of trade receivables approximate their fair

values. The Group generally allows an average credit period of 30

to 60 days to its trade customers other than major and long standing

customers with whom specific extended terms will be agreed

between the Group and the relevant counter parties.

B 5 W R R 2 T T (B B LN B (A A o AR
LEH—BE THEEF V302600 581
e E 2 RRE P 2 550 i =15 S R b A 4R

) B A B 7 5 BT T E
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26

27

28

29

30

OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

Other receivables, deposits and prepayments mainly comprise
value-added tax recoverables, rental prepayments, rental and

utility deposits and prepayments to suppliers.

STRUCTURED BANK DEPOSITS

As at 31 December 2014 and 2013, all the Group’s structured bank
deposits are principal-protected and placed with licensed banks in
Mainland China. These deposits are denominated in RMB, have a
maturity ranging from 1 week to 9 months (2013: from 2 weeks to
12 months) and with floating interest rates. The weighted average
effective interest rate of these deposits is 4.62% (2013: 5.24%) per

annum.

PLEDGED BANK DEPOSITS

The Group’s pledged bank deposits are placed with banks to
secure certain corporate banking facilities granted to the Group.
The balances are denominated in RMB and the weighted average
effective interest rate of these deposits is 3.3% (2013: 3.3%) per

annum.

BANK DEPOSITS WITH MATURITY OVER
THREE MONTHS

The weighted average effective interest rate of the Group’s bank
deposits with maturity over three months as at 31 December 2013

was 3.05%. These balances were denominated in RMB.

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

26

27

28

29

U Al W MR Ak~ % 4 M T A ROR

At R W R AR~ e < R TELARH AR T B4 TR
| (E R e~ A S HE ok Eike L
A5F 438 8 7 RO

SRAT &5 W A7 K

REE—NER-FE—-=ZF+"A=+—H>
A AR 2 SRAT B AR AR B AR AR > A HUR
B K e 2 R AR AT o sE AR AN REEFHE
FIEAH BRI EOMH (ZF— =44 2B %
1218 1) > #F B A SEHE » FHhnRE T34 B R AR
PR F54. 6208 (% — =4F 1 5.24J8) -

ELHE 31 7 77 3

AL H 2 BRI BT AR B R TR T4
S 2 A RATRLE T AF I - %S A AR
WeaHE > AP BB AE A R33E (—F—=
4 33)8) FHE .

17k 30 2 =l H =z 3RAT 17 3%

WoFE =T A=+ —H o AEEAFF
A = A 2 SRAT A7 HE ST 24 B B 4 I
530508 o 2GS AF R A ER DN R RTHE -

CASH AND CASH EQUIVALENTS 30 HEkBE&EED
Group Company
A 45 [ b N/
2014 2013 2014 2013
TR R SE R RS
HK$’ 000 HK$ 000  HK$’ 000 HKS$’ 000
T o T Tt T #& 50
Cash at banks and in hand BRATAF A e F o 4 332,820 551,346 81 6
Deposits with banks within A2 =8 A LA
three months of maturity AT 124,214 147,975 = =
457,034 699,321 81 6
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30 CASH AND CASH EQUIVALENTS
(CONTINUED)

30 e kBHEEEY (4)

The carrying amounts of cash and cash equivalents are B T B 45 ) < AR T {E DA T 9 B EHE -

denominated in the following currencies:

Group Company
A 4 A H
2014 2013 2014 2013
—E g T4 DR NE T =4
HK$’ 000 HKS$’ 000 HKS$’ 000 HK$’ 000
Tt THE T Tt THE T
RMB N 384,975 603,607 - -
US$ %It 36,448 70,742 28 1
HKS$ T 18,656 4,788 53 5
NTD pil=kic 16,952 19,549 - -
Others HoAth 3 635 - -
457,034 699,321 81 6
As at 31 December 2014, the weighted average effective interest W oE—WEFH=+—H » REEEKY
rate of the Group’s bank deposits within three months of maturity 5= A8 A LLR Z SRAT 7R 2R 2 I HE - 14 B [ 4F |
is 4.15% (2013: 4.66%) per annum. HEA5)E (ZF — =4 1 4.66)E) o
RMB is not a freely convertible currency in the international AR MR B PR B SR o 0 AR e
market. The conversion of RMB into foreign currencies and oy AN s B T HY v B e 2 A2 R B OK [ BT E

remittance of RMB out of Mainland China is subject to the i 2z 1 T A i B B A2 B B PR 1) o

rules and regulations of exchange control promulgated by the

government of Mainland China.
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31 TRADE PAYABLES 31 ® 5 AR
The ageing analysis of trade payables, including trade balances due Fe gt I BT 2 B 5 B AT R (L6 MEAST B i
to related parties (Note 42(b)) by invoice date, is as follows: T2 G EE R (M EE42(0)) RES T an R -
Group
A4
2014 2013
ZE g R =4
HKS$’ 000 HKS$’ 000
F# T 0
0 —30 days 0%230H 468,140 449,884
31 - 60 days 31260H 237,993 390,908
61 — 90 days 61%F90H 289,588 267,655
91 — 120 days 912120H 2,976 9,639
121 - 180 days 1212 180H 1,836 3,769
181 — 360 days 181F360H 3,304 4,059
Over 360 days 360H DL E 1,317 390
1,005,154 1,126,304

32 CONVERTIBLE BONDS AND WARRANTS 32 W] 4% B AR 2 S wl i RE B

On 12 June 2009, the Company issued unlisted and unsecured MoEELESA T B AAFETLUAR

RMB denominated USS$ settled convertible bonds due in 2014 (the et EDLETEE RN T —NEFZ IF

“Old Bonds”) and unlisted warrants to subscribe 100 million new OB o e R & (TGS Lol 2

shares of the Company (the “Warrants™) in an aggregate principal 100,000,000 A< 2~ &) 3857 B 4y 2 FE b 7T 52 % RE =

amount of RMB550,000,000. (T ERIBEHERS |) - 7 4 7175 550,000,000 A\ L o

The terms of the Old Bonds and the Warrants are summarised BB MR R s 2 AR -

below:

(a) the Old Bonds bear interest at the rate of 3.125% per annum (a) BEE 2R S0 7R 4 % DA B 23,125 JE 51
on the outstanding principal amount of the Old Bonds and the B oo AN A UG AR AT R A

interest is payable by the Company semi-annually in arrears;

(b) the Old Bonds are convertible at the option of the (b)y MEEERBITHYESE T —PU4ENH
bondholders into fully paid ordinary shares on or after + — H A > A A 0] s D e
the issue date of the Old Bonds up to 12 June 2014 at a 5 55 53,500 00 » IR EE A A AN 2
conversion price of HK$3.50 per share, with its exchange rate 0 X m i - T BE =R A E 2 A5 1.00%E o=
fixed at HK$1.00 = RMBO0.8803 (which was approximately 0.8803 \ &M (B it 0 W 2z #k ot N R
the spot rate of HK$/RMB on the date of completion) and HEERMEE) > AR EESTA AN
subject to certain adjustments pursuant to the terms of the SIS 2 iR G SO T T

agreement entered into with the bondholders;

(c) 178,510,572 conversion shares will be issued upon full (c) BEME 544 fe W) o 48 B I 3.50%% o 1 K
conversion of the Old Bonds based on the initial conversion SRR NG EE4T178,510,572 8 S B0

price of HK$3.50 per share;
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32 CONVERTIBLE BONDS AND WARRANTS

(CONTINUED)

(d) the Old Bonds are redeemable on maturity at a value equal
to the US$ equivalent of the aggregate of 100% of the
outstanding RMB principal amount and all amounts accrued

thereon;

(e) the exercise price of the Warrants is HK$4.00 per warrant
and it is denominated at RMB3.49792 per warrant, with
its exchange rate fixed at HK$1.00=RMBO0.87448 (which
was approximately the spot rate of HK$/RMB on the date
of amendment), pursuant to the amendment deed dated 25
August 2010; and

(f) the Warrants can be exercised at any time during the period
commencing from the issue date of the Warrants up to 12
June 2014.

At the issuance of the Old Bonds, a liability component
representing the S-year 3.125% straight debt and an equity
component representing the convertible option of HK$3.50 per
share were recognised at fair value. Upon issuance of the Warrants,
a derivative financial instrument was recognised at fair value. On
25 August 2010, upon the execution of an amendment deed by
the Company with the warrant holder to fix the exercise price of
the Warrants at RMB3.49792 per warrant, the derivative financial
instrument was derecognised and the carrying amount of it was
transferred to warrants capital reserve.

Pursuant to the Deed of Amendment relating to the bonds issued
on 25 April 2014 (the “New Bonds”), the terms of the New Bonds
were amended to the effect that:

(a) the maturity date of the New Bonds will be 24 April 2015;

(b) all interest accrued but unpaid for the Old Bonds from 1
January 2014 to 24 April 2014 will be irrevocably waived and
the New Bonds will not carry any interest from 25 April 2014
to 24 April 2015; and

(c) if, during the conversion period, the closing price for the
shares is equal to or higher than HK$4.25 for 14 consecutive
trading days (the last such trading day being the “Trigger
Date”), the bondholders shall be required to convert the New
Bonds into the shares in accordance with the relevant terms
of the New Bonds by serving a conversion notice within 10

business days following the Trigger Date.

St 255 ¥ 3 Wi

32 W e 7 B nl I ()

(d) BEfE 5 nT s 2] IR PR 5 A o R SR L IR
WS 4 %8 22 1009 Jr 2 300 JHE 5t 30 T 48 A (i
ZEILHEMSFEREM ;

@)m&%ﬁz T I AE 2 & 58 % RE 34,00
HBRE A A - F—F4E /A
#+£HZ%H #9512 A 1 5 R
#53.49792 N R M > [ 2R [ % F51.00%s Ji=
0.87448 N R (BLEFT H I Z Wt AR
Wl R A 5 K

(f) FRBHERS W] AR pE R AT H e E &
— 4475 A +4E|Jt/ﬂ;ﬁf'aﬁ B IRE ATl

BEATEEE SRS > AEMM (B 31255 R 2
FAE WA TH) R AR R A (DA A% 3.5005 o0 2 b
AHE) Th35 08 FUAEETERD o AT R B RERE W > %
ANREEHERTESB TR B = —F4HEN
A-+#H> Tﬁ“?ﬁﬂ&% B ANEE
5T B 40 LUK 58 I8 RE 75 AT (018 58 b 5 1 5 I A
#53.49792 N R ¥E% > mi%ﬂi BT &b
P> LI A (A 5 OB A G I RE B A A

WA —F—NENH ~+HHAFRED S
TEHE BTG ((HEED o FEE2 G
EEFTWT

(a FEHFVIMBE®E FT—HLFNA
iy 1 S

by H_F—NWFE—H—HFE _Z—MNEMHAH
U AR BT REEE R ST R B
FILEHEAS TT 1B R e > TR AR R R —F
—PU4ENH Z+ T HE F—TAEN S
s UGN E 7 O SRS R IS e

(c) ANRAE SR A - By A Wi A8 2 A
1832 5 H 45 7% 805 14 4.25W5 7T (B — 181 3%
Lo AR TSR D > ESRRA AR
TE il 3% FAZ {8 2 2 B AR HT A 20 AH B
e R % A R R S S i BB
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32 CONVERTIBLE BONDS AND WARRANTS
(CONTINUED)

(d) Save as set out above, all other terms of the Old Bonds
will remain unchanged including that, subject to certain
adjustments pursuant to the terms of the agreement entered
into with the bondholders, 178,510,572 conversion shares
will be issued upon full conversion of the New Bonds (based
on the initial conversion price of HK$3.50 per share, with the
exchange rate fixed at HK$ 1.00 = RMB 0.8803).

Upon expiry of the Old Bonds, the liability component of the Old
Bonds was derecognised and the equity component was transferred
to other reserve. At the same time, with the issuance of the New
Bonds, a liability component representing the 1-year 0% straight
debt and an equity component representing the convertible option

of HK$3.50 per share were recognised at fair value.
The Warrants lapsed upon expiry on 11 June 2014. Upon lapse
of the Warrants, the warrants capital reserve was transferred to

retained earnings.

Movements in the liability component of the Bonds are as follows:

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

32 ] A O e i ()

(d) BRUAEBTgE S - 84 25 00 i A A 5 5k
HEFE RS > EIERRIE T EMB RS R A
NFILZ Wl e AT 25 T 08 B & 2%
7 B AR A 9517 178,510,572 8 o ¥ i
13 (LA e ) 58 40018 4 I 3.50%% 7T > HL St
T 2% [ 72 £51.00%5 76=0.8803 A R #) ©

BRI 2 B R B PR TERE
171 AR i 50 150 ) O A A £ £ o (R IRE > BEE
R AT B (BR0% R B 2 — 41
FUH) A g R0y (B4 A3.50% o0 2 SLiftiE) T9
N TR RERD -

AR RE RS A — R — PO 4E N A+ — BRI R -
0 P R R AR > S A A i
PR B LA o

Rz AEAR T

Group and Company

A A5 0 e AR 2 W)
2014 2013
R NE R4
HK$’ 000 HK$’ 000
T# T#E T
At 1 January w—H—H 689,178 639,738
Exchange adjustment T 5, 3% % (13,085) 19,178
Interest expense FE B 25,282 30,262
Termination of the existing A WA S5
convertible bonds (680,889) -
Recognition of the convertible MR —FE—WFWH —+HH
bonds effective on 25 April 2014 AR R R IR 660,230 .
At 31 December BRt=ZA=+—H 680,716 689,178

During the two years ended 31 December 2014, no Old Bonds or

New Bonds were redeemed, converted or purchased and cancelled.

AT —ES ] =+ —H LA - %
MRS (5 O DR ]~ S sl R g o
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33 BANK LOANS - UNSECURED

As at 31 December 2014 and 2013, the Group’s and the
Company’s unsecured bank loans are repayable within one year
and denominated in the following currencies:

33 MITEH® -

St 255 ¥ 3 Wi

JE K 410

B FE—WER FE =T A =+—H
AR B B ARy F) AT AR AT B R — AR R
N LR S B EHE

Group Company
N3] YN |
2014 2013 2014 2013
“E—NEE T “E-NE T

HK$’ 000 HK$’ 000 HK$’ 000 HKS$’ 000
Tt T T oo T T
HK$ W50 91,000 = = =
US$ E 5,460 117,000 = 117,000
96,460 117,000 = 117,000

The carrying values of the bank loans approximate their fair value
and the effective interest rates of the bank loans are 1.1% (2013:
1.2%) per annum.

As at 31 December 2014, the Company has given guarantees,
amounting to HK$159,382,000 (2013: HK$55,872,000), to certain
banks to support general banking facilities granted to certain

f& zﬂﬁﬁﬁ,mz\ﬂ?{%ﬁm%&ﬁ&ﬁ%
E’JEF%%E*UKZ%I UE (— D 1.2)H)

ﬁ":; WAaE+—A=+—H > RAA AT
ATHEBE 4 %1 4 159,382,000 70 ( —F — =4F ¢
55,872,000{%7{3 B &R > DLSZIR A T M B A A

subsidiaries. Mtz — M RATRLE -
34 SHARE CAPITAL 34 A
Company
AR
2014 2013
“F-WE iy Y
Number of Number of
ordinary shares ordinary shares
of HK$0.10 each HK$000  of HK$0.10 each HK$’ 000
5 B (0. 1018 72 BT 0. 107 T
ZEEEYA Ti#gn  ZHEREA T
Authorised: HE
At 1 January and 31 December R=R—HEtZA=t—H 10,000,000,000 1,000,000 10,000,000,000 1,000,000
Issued and fully paid: EEARBE
At | January R=H—H 1,649,142,384 164,914 1,648,242,384 164,824
Tssue of shares upon exercise of share options 7% B PR B 441 I 8 17 it 1 - - 900,000 90
At31 December R+ZH=+—H 1,649,142,384 164,914 1,649,142,384 164,914
During the year ended 31 December 2014, no share option was W E —FE—WE+S H=1+—HI1-4EF » f#fm

exercised. During the year ended 31 December 2013, share options
were exercised by grantees to subscribe for 900,000 shares at the
weighted average exercise price of HK$8.08 per share. The total
net proceeds were HK$7,271,000.

HERER AT - M E F—=4F+A=+—
H A » 7R $2 A C AT B 1B RE D) 52 85900,000
e ReAR > IRESF- 3547 (08 2 19 A 8.08 W 7T » Fr 4%
FRIEVF R B57,271,0008 TG ©
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St 755 ¥ 2 i

35 SHARE-BASED PAYMENT
TRANSACTIONS

35 DhIctn 2o e i 2 Fh sk 52 5

(a) VARESR &5 DA Oy 2o B BE 2 APk 2 55

(a) Equity settled share-based payment transactions

On 29 May 2003, the Company adopted a share option
scheme (the “Old Scheme”), which was amended on 7
December 2009 and expired on 28 May 2013. Upon expiry
of the Old Scheme, no further share options could be granted
under the Old Scheme but, in all other respects, the provisions
of the Old Scheme shall remain in force to the extent
necessary to give effect to the exercise of any share option

granted prior to the expiry of the Old Scheme.

On 27 August 2013, a new share option scheme (the “New
Scheme”) was approved by shareholders of the Company
and adopted by the Company. Unless otherwise cancelled or
amended, the New Scheme will remain in force for 10 years

from the date of adoption.

The share options are generally valid for a period of ten
years and will lapse if the grantees leave the Group before
the share options are exercisable. The Group has no legal
or constructive obligation to repurchase or settle the share

options in cash.

Movements in the number of share options outstanding and

their weighted average exercise prices are as follows:

A FEFEZERA ZAILH - RN F RN
B ST B ([ RHE)) > ZRT IR %%
NEFTZALABIT AR =F =41
s VAN R T (VR
N AT 2 A B METE T A A
D7 T > 5 A R ST AR B A BT 2R 3
o8 T 31 e 9 T 2 AR A5 L ) A AT S B E
AHRATHE -

AR —ZAHENH B AN R
I 7 — TEUHT 1) B ARORE S 31 (o sk &0 1) 3 4k
AR F RN o BRAEUE B AN Frat#
B PR A B AR TN AR

S P AT 2800 — M - 4F > TR R AR TR
Ji P ARE T AT (8 IS PR AR R A SR I o AR
HRE R A 2R 2 o A B8 R Sl 8 % o 2 SRAT
DA B < B [0 B 45 1 o A

o T 0 2 O M I LA 47
2 #HME

2014 2013
e UK —EF-=4
Weighted Weighted
average Number of average Number of
exercise share exercise share
price options price options
T e - 4 T HESF- 1
R R HERH s IR
HKS$ HKS$
# T T
At 1 January w—H—H 6.59 38,995,000 6.66 64,095,000
Granted e 4.50 6,120,000 = =
Exercised BT - - 8.08 (900,000)
Forfeited 2Rk 7.78 (600,000) 8.35 (5,800,000)
Cancelled B ik - - 6.19  (18,400,000)
At 31 December Bt-A=+—H 6.29 44,515,000 6.59 38,995,000
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35 SHARE-BASED PAYMENT
TRANSACTIONS (CONTINUED)

(a) Equity settled share-based payment transactions
(Continued)
Details of the share options outstanding as at 31 December

are as follows:

St 255 ¥ 3 Wi

35 DAMAn 2 2k 8 2 A5 sk 22 5 (#1)

(a) DARE &R %5 5 DA 2 ZE B 2 A sk R 5

(#1)
i
LUNN

THEA— HERAT B

Grant date Note Exercise price Number of share options
i A it 5 CREC i S I HE 88 F
HK$ 2014 2013
T “ER g R =4
27 January 2010 . E—F4HE—H ~+-LH (i) 6.19 33,195,000 33,195,000
22 July 2010 X -LFELAZ T H (ii) 7.61 1,300,000 1,600,000
28 October 2011~ —&——4+H ~+/\H (iii) 8.30 300,000 300,000
11 January 2012 —EF—-"F—H+—H (iii) 8.27 700,000 700,000
20 March 2012 —E-ZH=ZAZ1+H @) 10.132 2,600,000 2,600,000
13 July 2012 X -ZHFEAT=H (iii) 8.214 300,000 300,000
30 August 2012 _E-_FNHAH=1H (iii) 7.948 = 300,000
21 January 2014 ~ —F—HiE—H =+ —H (iv) 4.50 6,120,000 =
44,515,000 38,995,000
Notes: W3k

()

(i1)

As at 31 December 2014, there are 16,000,000 (2013: 16,000,000)
share options granted to directors of the Company, of which 15%
of the share options have vested or will vest on each of the five
anniversary dates of the date of grant and 25% of the share options
will vest, subject to certain performance targets determined by the
Board of the Company, on the fifth anniversary of the date of grant.

As at 31 December 2014, there are 11,395,000 (2013: 11,395,000)
share options granted to certain employees of the Group, of which
one-fifth of the share options have vested or will vest on each of the
five anniversary dates of the date of grant.

As at 31 December 2014, there are 8,400,000 (2013: 8,400,000)
share options granted to an ex-director and consultant of the
Company, of which 15% of the share options have vested or will
vest on each of the four anniversary dates of the date of grant and
40% of the share options will vest on the fifth anniversary of the
date of grant.

As at 31 December 2014, there are 1,000,000 (2013: 1,000,000)
share options granted to an employee of the Group, of which
one-fifth of the share options have vested or will vest on each
anniversary with the first tranche starting on 1 April 2011.

As at 31 December 2014, there are 300,000 (2013: 600,000) share
options granted to employees of the Group, of which one-third of
the share options have vested or will vest on each anniversary with
the first tranche starting on 1 April 2011.

(i)

RoFE—PEFH=+—H  MAAFE
H 4% 116,000,000 (—F— =4F 1 16,000,000
13) ERCAE > | 32 i B R R A H A A
BB 15% » HR25%AMG AN Al # a1 T i
FE 2 AT R B B R AE - R BB
55 AR A R o

R oFE—NE+ A =+—H > mAREH
TR B 42 111,395,000 (=% — =4 :
11,395,00003) M HE > i 4% b B WAL 51 A A
WA H BRI, —

NoE—WE+ A=+ —H - AL
T R P 8,400,000 (& — =4
8,400,000 ) Wi BCHE > py #5218 H HEE 510 {1 4
AEH AR 15% > i B IREEE S R
AF H 5 E40% -

RoE—EFZA=Z+—H> AALH
2 — & E B % 11,000,00003 (% — =
1,000,000%) BEBAE » th —F——4MH—H
FHE AR BB RE L rZ — o

RoE-AEF A=+ A R
B % H300,0001% (=% — =4 1 600,000173) i
JeHE > % —— 4 A — H R R E
HEFERE =2 — -
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35 SHARE-BASED PAYMENT

TRANSACTIONS (CONTINUED)

(a) Equity settled share-based payment transactions

(Continued)
Notes: (Continued)

(iii) As at 31 December 2014, there are 1,300,000 (2013: 1,600,000)
share options granted to employees of the Group, of which one-
third of the share options have vested or will vest on each of the

three anniversary dates of the date of grant.

(iv) As at 31 December 2014, there are 1,000,000 share options
granted to a consultant of the Group, which have vested on the first
anniversary of the date of grant.

As at 31 December 2014, there are 4,480,000 share options granted
to a director of the Company and certain employees of the Group,
which will vest on the second anniversary of the date of grant.

As at 31 December 2014, there are 200,000 share options granted to
an employee of the Group, which will vest on 1 April 2016.

As at 31 December 2014, there are 440,000 share options granted
to certain employees of the Group, which will vest on the third
anniversary of the date of grant.

Fair value of share options and assumptions

The fair value of services received in return for share options
granted was measured by reference to the fair value of share
options granted. The weighted average fair value of the share
options granted during the year ended 31 December 2014 was
HK$1.90 per share option which was determined using the
Binomial Options Pricing Model with significant inputs into the

model as follows:

Weighted average share price at measurement date (HKS$)
Weighted average option exercise price (HKS$)

Expected annualised volatility (%)

Weighted average risk-free rate (%)

Expected option life (year)

Weighted average expected dividend yield (%)

Expected annualised volatility was determined by using the
historical volatility of the Company’s share price over the previous
three to five years. The expected life used in the model has been
adjusted, based on management’s best estimate, for the effects
of non-transferability, exercise restrictions and behavioural

considerations.

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

35 DA An 2o 2k 0 2 A5 sk 22 5 (#1)

(a) DAHE &R %5 5 DAy 2 ZE B 2 A sk R 5
(%)

BiFaE - (4

(i) MoF—PEFZHA=+—0 > mAELEER
1% H1,300,0001 (=& — =4 : 1,600,000173)
W RRCHE > R BB ST = R AR B AR
Bz

(iv) MoZ—WE+-A=Z+—H  mAEH—
JBL 4% 111,000,000 15 1A - |y 4% 3 A HAE
WS — R AR B B -

ATE-ES T HZE+—H s mANE
238 i J A A A TR B 4% 14,480,000
JERE > Mz B ETEE T RE AR B B o

Ao E—EF A=+ —H o FAERH—
%R B 1% 11200,0000 B BEHE > i —F — S AR
PUH—H & -

AT —PEF A ZF—H s AL
T 8 #% 11440,0000 i BEHE > fr 42 H B
RS =R B R -

Jilh Je HE 2 P 14 B AL

ST PR I W B 2 AR S 2 A SR MBS 2 1)
I % th B IR 2 P (B R B o VEE = —
FEHZH = BIRFE AR 2 R > H
THET- 3 A PE A 25 1.90%8 7T > J5 3% — T AUMIHE
R E > R AR

FAEEE 2 RS2 B AE (5 oT) 4.48
TINAE - 2 s B A7 e (o)

4.50
TE M AF BE AL I IR (%) 54.24
JoHEE ~F- A e JL B 1 (%) 231
8 R T A7 A (4F) 10
TECHA I RET- 1 22 |2 %(%) 1.84

T AR BEAL BWR T i AR 2 RS A 2 = & A
Z FB AR R I E o sz AU 2 AR
B T 2 A RN TR~ AT BR
BT RERZ BT URE -
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35 SHARE-BASED PAYMENT
TRANSACTIONS (CONTINUED)

(b) Cash settled share-based payment transactions

During the year ended 31 December 2014, the Company has
granted 22,910,000 units of SARs to certain directors of the
Company and certain employees of the Group. The SARs
have vesting periods from one to six years from the date of
grant.

As at 31 December 2014, none of the outstanding SARs
(2013: Nil) were exercisable.

Movements in the number of SARs outstanding during the
year ended 31 December 2014 are as follows:

St 255 ¥ 3 Wi

35 DAMAn 2 2k 8 2 A5 sk 22 5 (#1)

(b) UB SRR 2R B2 M2 5

BE_L—NFE+_A=Z+—HIFE
AN T AR T AT S R TR
B2 H22,910,00003 B3 38 EHE o 5% B0
WO R B ST — 2N ERE -

ATR—ET A=+ —H o R
A7 6 9 B A5 6 (0 HE ] W4T O

BE_ZF-NE+_HA=+—HILFE,
W ARAT B g 2 BH B

2014

e S '3
Number of
SARs

Ji& 4y 3 1 HE
#H

At 1 January w—H—H
Granted [ 3
Forfeited [l

22,910,000
(110,000)

At 31 December w+_H=4+—H

22,800,000

No SARs was granted or outstanding during the year ended
31 December 2013.

During the year ended 31 December 2014, the Group has
recognised expenses of approximately HK$5,960,000 in
the consolidated income statement in relation to the SARs.
As at 31 December 2014, liabilities in relation to the SARs
amounting to HK$5,960,000 are included in the “other
payables and accrued charges” in the consolidate balance
sheet.

The fair value of outstanding SARs as at 31 December 2014
determined using the Binomial Option Pricing Model was
approximately HK$5,960,000. The fair value for these SARs
was estimated at the balance sheet date with the following
weighted-average assumptions:

BE_Z2—=#+"HA=+—HIF¥
A AT 5 47 184 0 MEE 432 ol oy R A o

BE-Z-NUE+ A=+ —HIRFEE
A S5 T i fE A 0 fR 3R TE RR A BRI 0 4 (.
WE 2 2 415,960,000 JC © it —F — U 4
ToA=t—H > BB EREZ AR
£55,960,000%5 G > 37 15 8 %5 5 E A R
0 T LA AT IR 3K B ERT 2 A ) A o

W oE AR A =~ BRI Z
JBE Ay 14 A > e 3B K R e e R
Z 1B M 4 555,960,000 7T © 7% % 4R
W (ERE 2 N AR T A5 H AR BELA T
HEF- 248 B Al 5t

2014

e S 113

Weighted average risk-free interest rate (%) TR S 357 e JEL B 1 2R (%) 1.46
Weighted average expected life (year) TEHA TN RE ST X 47 (4F) 5.16
Weighted average expected volatility (%) TE 301 0 A T 25 38 1 (%) 44.22
Weighted average expected dividend yield (%) TE ) B T2 25 DR (%) 2.05
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STATEMENTS
36 RESERVES 36 fiff ffi
Group
3]
Convertible Share-
Capital honds Warrants based  Currency
Share  redemption Capital capital Other capifal ~ payment translation Merger  Stafutory ~ Refained
premium reserve reserve reserve Teserve Teserve Teserve Teserve Teserve  reserves profits Total
IRt
Ttk THIERS ahEE kR
RORE  RERE  RARE  WRRE O RBRE  EARE  MRBE O ERRE ABRE  BERE  REEA it
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
Tér Tt Tt T  TEx T Tt TR T TR Tz TEx
(Note (a)) (Note (b)) (Note (c))
(it (i) ()
At January 2013 RoZ-=E-f-H 110418 288 (19 2,178 - 363370 113,436 463354 0 1671 3407058 4660512
Currency translation difference: ~ EREH:
Group KER - - - = e L - sy 1 = B VAT
Associates N 5 = = f = C - ) 5 = = )
Profit appropriations EfAR - - - - - - - - - 3005 (3029) -
Profit for the year R - - - - - - 5 = 1 S s
Dividends RE - - - - - - - - - SN 1 N YK}
Write-back of wnclaimed dividends 1% B £ = = = < 5 = 5 3 = = 3 3}
Share option scheme: R
Value of grantee services KRR ERE = S - - - - 3,668 - - - - 3,668
Proceeds from shares issued BRI 9,863 - - - - - (2,68) - - - - 7181
Transfer upon lapseof share optons 14 FE T P8t = - - - - - (31.837) - - - 31831 -
At31 December 2013 REE-ZE+ZAZ1-R 120281 288 (19 2,178 - 363370 76,603 589,025 m 1566% 3543046 4878808
Currency translation difference; B %4
Group KER - - - - - - - (122400) - - - (122400
Associatesand ajointventure ~ BEANR-AELE - - - - - - - 37 - - - 37
Profit appropriations BHAR - - - - - - - - - 1M (10m) =
Profit for the year EREA - - - - - - - - - I ] N 11
Dividends 1) - - - - - - - - - - (90,703 (90,703)
Lapse of warrans P £V - - - - - (3633 - - - -3 -
Wite-back of unclaimed dividends 5% SR B & - - - - - - - - - - 3 j
Share option scheme: [ EEE
Value of grantee services REARBEE - - - - - - 1299 - - - - 1299
Transfer upon lapse IR S
of share options - - - - - - (1576) - - - 1,576 -
Termination of the existing RERATHRES
convertible bonds (Note 32) (Hitn) - - - (26,178) 28564 - - (2,386) - - - -
Recognition ofthe convertible W2 it
bonds (Note 32) (W) - - - U6 - - - - - - - 1,62
Changes in ownership interestsin 1 5[5 W% 82
subsidiaries without change WEAT R ERE RS
of control - - - - - - - - - - 13,306 13306
At 31 December 2014 REF-WEFZAZ-0 12081 2882 (197 U6 28,564 - 88,028 464,606 m 151773 4006152 4893,038
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36 RESERVES (CONTINUED) 36 fififhi (#)
Company
kAR
Convertible Share-
Capital bonds Warrants  Currency based
Share  redemption Contributed capital Other capital  translation  payment  Retained
premium  reserve  surplus  reserve  reserve  reserve  reserve  reserve profits Total
Wb
A LR e pAl £ BB

Rl WEGE AARE  WARE  RREE  AARE  EXRE  MERE  REEAN i
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000 HKS'000  HKS'000  HKS'000
Thr TEx  TEx  TEx  TEx  TEx  Téx  TEx  TEx  TEx
(Note (a)) ~ (Note (d))
(3@ (k)

At ] January 2013 RoZ-=E-A-H 110418 288 181 26178 - 3R30 214 113456 26479 817143
Currency translation differences EREH - - - - - - 13,968 - - 13,968
Profit for the year EREF - - - - - - - - 245,736 245,136
Dividends e - - - - - - - - (413m) (4731
Wite-back of unclaimed dividends % FIA SRS - - - - - - - - 3 ]
Share option scheme: i
Value of grantee services AR NREER - - - - - - - 3,668 - 3,668
Proceeds from shares issued Bhkh 2 9,863 - = = = - - (268) . 1181
Transfer upon lapse of share options ~ F B Bt B g = S = S S SR RIR Y TR -
At31 December 2013 BF-ZEF2AZ1-H 10281 2880 152,891 26,178 - 363370 35431 76,605 62,084 840328
Currency translation differences [} %% - - = = = - (13880 - - (13880
Loss for the year ) - - - - - - - - (uy) 1
Dividends B& - - - - - - - - (90,703)  (90,703)
Lapse of warrants VLR S = = = - - (36337 - R i ] =
Write-back of unclaimed dividends 51 % B & - - - - - - - - 3 3
Share option scheme: WAt -
Value of grantee services ESAN - - - - - - - 1YY S V]
Transfer upon lapse of share options 78 8 % 4 b i - - - - - - - (15 15 =
Termination of the existing RERHTHRRES
convertible bonds (Note 32) (Hk32) - - - (26,178) 28,564 - (2,386) - - -
Recognition of the converible Wl s
bonds (Note 32) (W33 - - - 24,627 - - - - - 214,627
At 31 December 2014 REB-MEFZAZF-H 120281 288 152891 2,627 28,564 - 19,171 88,008 315083 751527
Notes: Bt s -
(a)  Capital redemption reserve (a) B AR ] i
The capital redemption reserve represents the nominal amount of shares JIBE A B[] fh A4 6 AR 2 R A — JL L JUAF W ] B4 2 1T
repurchased by the Company in 1999. {H -
(b)  Merger reserve (b)  E bR
The merger reserve represents the difference between the aggregate B Dot 5 35 B VB8 2 ) A Bl AR S R B R F 2 AR T
nominal amount of the share capital of the subsidiaries at the date on (B A8 R BLAS 0 W AR BB — JU U AR 2 W) 3 LR 2 i
which they were acquired by the Company and the nominal amount of the ARAE BT B AT 1S A 1 L 7 o 2 25 %8 -

share capital issued by the Company as consideration for the acquisition

pursuant to the corporate reorganisation in 1995.
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36 RESERVES (CONTINUED)

Notes: (Continued)
(c)  Statutory reserves

As stipulated by regulations in Mainland China, the Company’s
subsidiaries established and operated in Mainland China are required to
appropriate a portion of their after-tax profit (after offsetting prior year
losses) to the statutory reserves and enterprise expansion fund, at rates
determined by their respective boards of directors. The statutory reserves
can be utilised to offset prior year losses or be utilised for the issuance
of bonus shares, whilst the enterprise expansion fund can be utilised for
the development of business operations. When the statutory reserves
reach an amount equal to 50% of the registered capital of the Company’s
subsidiaries, further appropriation is optional.

(d)  Contributed surplus

The contributed surplus of the Company represents the difference
between the aggregate net assets of the subsidiaries acquired by the
Company under the corporate reorganisation in 1995 and the nominal
amount of the Company’s shares issued for the acquisition.

(e)  Distributable reserves

The Company’s reserves available for distribution to its shareholders of
the Company comprise share premium, contributed surplus, fair value
adjustment of warrant capital reserve, share-based payment reserve and
retained profits. Under the Companies Law (Revised) of the Cayman
Islands, the Company’s reserve is available for paying distributions or
dividends to shareholders subject to the provisions of its Articles of
Association and provided that immediately following the distribution or
the payment of dividends, the Company is able to pay its debts as they fall
due in the ordinary course of business. The share premium may also be
distributed in the form of fully paid bonus shares. In accordance with the
Company’s Articles of Association, dividends shall be payable out of the
profits or other reserves, including the share premium, of the Company.

37 DEFERRED INCOME TAX

The following amounts, determined after appropriate offsetting,

are shown in the consolidated balance sheet:

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

36 ik (%)
GEEE )
() IEEMHME

AR T B A e i L > A2 DA o IO o ST R K
Z B 2 R R L BLAR B R (RIS B — 4R e 1R
&) 2 — W TR E A B A SE R IR > AR
LE o i B JBS Rl A B 2 S S o TR AT
PEAREH £ 4R s AR ST AR B AT AL > i A 2E 58
e n] A % S o kS R AT B A W Y
J& 2~ B RE M EARS0% 4% > AT SRS K o

d) BB

RN T Z AR BIEA N ARG — U AR R E
AL A 2 ) 2 L AR SRR % ) R M
BAT Z ey T Y 2 22 o

() TIHEIN IR fif A

A% ] AR YR T AR O S R 2 A L A AR ik
B B RLER - REBCRERS EA R A P E A -
LA B 3 7o B A8 22 AR 5K i 8 B P T B o AR B 2 A
B wlk (RIERT) > A7) Z AR el AR ) e s o3
IR BT RS, - MEZH 52 2 m) A Al 7 A A ) 22 A0 S
HLRR o T B BB A th 2 IR IR AT e AR AR FAA R
R F i Bt e o (B 3 DA o MR 3 A T
VISR ALY S IR o MREEA A R 2 4 R LA R A
SR B A LA A ) 2 g ) A A (4 T
Bl 18) S2AS o

37 EREFT 3 BLE
KRB EMBEE TN A GO EREREEZS
BN

Group
g
2014 2013
“E g —F =
HK$’ 000 HKS$’ 000
Tt Tt
Net deferred income tax assets recognised i %5 A & & & 185 % N R
on the consolidated balance sheet 3 S T A5 B TE A R AR 177,753 151,248
Net deferred income tax liabilities W ER A EE AR NER
recognised on the consolidated RS FT A5 B IE A AR AR
balance sheet (19,132) (24,470)
Deferred tax assets (net) 8 SE L IE B (AR 158,621 126,778
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37 R P15 B A (41)
VS 74 4 JEL £ T 2 0 T 3 4000 L

37 DEFERRED INCOME TAX (CONTINUED)

Deferred income tax is calculated in full on temporary differences

under the liability method using the applicable tax rates. FAERUGETH -
The movement in net deferred income tax assets is as follows: WA ABIEEEFHEEFHWT

Group
A
2014 2013
—F g =
HK$’ 000 HKS$’ 000
Tt T
At 1 January w—H—H 126,778 95,443
Exchange adjustment [ifE 57, 34 H& (2,925) 2,954
Credited to consolidated FEAGE A U gE R (B 5E10)
income statement (Note 10) 35,995 28,381
Disposal of a subsidiary HE— B E A A (1,227) —
At 31 December W+t HA=+—H 158,621 126,778
The expiry of unrecognised tax losses are as follows: K HEFRBLIE 18 2 W DL
Group
YN
2014 2013
g =
HK$’ 000 HKS$’ 000
Tt T
Tax losses without expiry date 41 JeE 3R F A 2 B T s 48 23,203 23,899
Tax losses expiring after 5 years AT A% T 2 B T e 1R 57,550 72,790
Tax losses expiring in 5 years AR A i i 2 B T S 48 6,883 7,536
At 31 December ety — gy 87,636 104,225
As at 31 December 2014, the potential deferred income tax assets B TE—AE T A = —H s B R R

B0 TEL s 4R A B 2 T A AR Lwﬂffﬁlﬁgﬁi%ﬁﬁ
15,243,000# 70 (— % — =4 : 18,074,000#7C)

in respect of the above unrecognised tax losses amounted to
HK$15,243,000 (2013: HK$18,074,000).
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37 DEFERRED INCOME TAX (CONTINUED) 37 EHEPT A3 B dE (48)

Deferred income tax liabilities of HK$163,314,000 (2013: 75 10 A A T R R 2 ) oA e 8 2 A T
HK$163,533,000), in respect of unremitted earnings of FOFi163,314,000% 76 (—F — =4F : 163,533,000
approximately HK$3,266,279,000 as at 31 December 2014 (2013: Weor) TREER IR IE Fr (5 Bi TE B i > L [R] y AS 4E [ 5
HK$3,270,669,000), have not been recognised for the withholding %L B N T 2 I B o i AR+
tax as the Group controls the dividend policy of these subsidiaries. H=4—H o 2 F 4 53,.266.279.000%

JG (ZF— =A4F 1 3,270,669,00045 76) ©
The movements in deferred tax assets and liabilities (prior to . s e 1 ot e
2 Gy 5 MR AR 7 08 (1 ] — CBL 7 e

[ 2 & BRIK B AT 2 W) N

offsetting of balances within the same taxation jurisdiction) during
the year are as follows:

Group
(3 4]
Deferred income tax assets Decelerated tax
BRERGRAGE Provisions depreciation Tax losses Others Total
] W B BRIk ki it

204 003 4 03 204 003 N4 03 204 03
SFORE CT-cF ZF-WE CZ-ckF Z3-WE O3-S ZF-WE CT-cF CR-ME TR
HKS00  HKS'000  HK$'000  HKS'000  HKS'O00  HKS'000  HK$O000  HKSO00  HKS'O0  HKS'000

Téx  fhr  fEx  fEx  TEx  Téx  TEx  TEx TR TiEx

At 1 January R#=A-H 129,888 92,580 8,148 6,859 9,692 9,789 3520 1263 151,248 111,491
Exchange adjustment EhiRY (2,551) 2855 (159) 143 (500) 10 (44) 49 (3,250) 387
(Charged)/credited to () /FA
consolidated income Galik
statement (18,794) 34453 155 1,146 47,061 (337) 158 1,208 30982 36470
Disposal of a subsidiary HE-HBA - - - - (1,227) - - - (1,227) -
At31 December RtZA=1-R 108,543 129,888 10,550 8,148 55,026 9,692 3,634 3520 171,753 151,48
Group
A%R
Deferred income tax liabilities Accelerated tax Withholding tax on
JERE R R 2L B depreciation undistributed profits Others Total
R & RARBA TS Jifl it
014 2013 014 2013 014 2013 2014 2013

SEWE CRF CEWE CRSE CEWE SR CEWE ok
HEKS 000 HKS' 000 HKS'000 HKS' 000 HKS 000 HKS' 000 HKS' 000 HKS' 000
ThE  ter  ThE Tei TER TeE ThE TR

At Janvary r=A-H 12,001 8,850 10,251 7,198 228 - 21470 16,048
Exchange adjustment B (289) 301 - - (36) R (325) 3%
Charged/(credited) to consolidated RE/ GEA)

income statement Galik 2,635 2850 (5,486) 3,053 (2,182) 2,186 (5,013) 8,089

At31 December REZR=1-H 14,367 12,001 4765 10,251 - 1218 19,132 1470
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Reconciliation of operating profit to cash generated from

operations is as follows:

St 255 ¥ 3 Wi

38 CONSOLIDATED CASH FLOW STATEMENT 38 #A6H4RE
R R B 2 B e 2 HIENT

2014 2013
SR NE R4
HK$’ 000 HK$’ 000
T#u T#T
Operating profit B BA 262,396 520,152
Amortisation P Y 6,869 8,610
Derivative financial instrument — forward 1A 4 il T B — 5
foreign exchange contract A A £ (1,315) 1,315
Depreciation e 301,436 304,338
Dividend received from an investee B — B4 s 2 B = (18)
Loss on disposal of property, plant and equipment &Y 3 ~ W5 Kt 2 iR 22,036 42,985
Impairment of property, plant and equipment W2k~ s Kk W E 3,836 -
Impairment of intangible assets TV W - 26,754
Impairment of goodwill T - 1,013
Interest income FLE WA (47,118) (33,374)
Share-based payment expense DA A5y 5 B 22 At 35 B S 12,999 3,668
Loss on disposal of a subsidiary o — Mg A R 580 -
Operating cash flows before working B G2
capital changes ZREH & 561,719 875,443
Decrease/(increase) in inventories TR (3 304,361 (205,611)
Decrease/(increase) in trade receivables, 2 5 EN IR K~ HoAth B U AR K
other receivables, deposits and prepayments ¥ 4 B FEAS SR IE Y (36 n) 48,975 (206,593)
(Decrease)/increase in trade payables, B T AT K~ A R A R A
other payables, accrued charges and JRE S 2 S At JE i B
other non-current liability B 1E (R 1 (133,798) 257,243
Cash generated from operations BEEAZ RS 781,257 720,482
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39 COMMITMENTS

(a) Capital commitments for purchase of land use

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

39 RIE

(a) W B b 06 R HE B W 3k ~ BB Bk

rights and property, plant and equipment ZEARKIWE
Group
A 4
2014 2013
—F Mg —F-=
HK$’ 000 HKS$’ 000
T#T THE T
Authorised but not contracted ER AR R FT 4 51,672 67,261
Contracted but not provided for ORI A E R 6,929 165,488
58,601 232,749

(b) Commitments under operating leases
As at 31 December 2014, the Group had future aggregate
minimum lease payments in respect of various production
plants and facilities, warehouses, offices and distribution

outlets under non-cancellable operating leases as follows:

(b) =M ERE

BoE-NET A=+t —H o AEE
Z A E RS Rt~ B WA E K
Bl 2 AN T AR KRS LB 2 R AR R AR AT R

MR

Group

A4 M
2014 2013
—F Mg —F =4
HK$’ 000 HKS$’ 000
T#T T#E T
Not later than one year — N 1,404,765 1,236,734

Later than one year and not — % XCHAEN

later than five years 1,186,311 1,168,232
Later than five years TLARAR 14,839 21,709
2,605,915 2,426,675

Payment obligations in respect of operating leases on
properties with contingent rent vary with respect to gross

revenues are not included as future minimum lease payments.

The Company did not have any material commitments as at
31 December 2014 (2013: Nil).

BA BRI R e YREEHE
ZMEAT AR 4 > 0 R FHA R SR S AR AT SRR

A o

Mo E—NEF—H=+—H > AT
SEAT AT B ROR I (. — =4F ) o
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40 FINANCIAL INSTRUMENTS BY

St 255 ¥ 3 Wi

40 &R T H4H

CATEGORY
Group
A%H
Loans and  Available-
receivables for-sale Total
sk &
JRE e M sk ] i At
HK$’ 000 HK$’ 000 HK$’ 000
T Ti#x T
31 December 2014 —E-pmE+ZA=Z+—H
Assets as per consolidated balance sheet GREEABERIIRERE
Available-for-sale financial assets ] g - 374 374
Trade receivables B 5 ME R 3K 326,555 - 326,555
Other receivables excluding prepayments JEC A R i R (B LA OE) 806,167 - 806,167
Entrusted loans TRt 3,070 - 3,070
Structured bank deposits SRAT B W A7 3K 1,064,716 - 1,064,716
Pledged bank deposits E KA SRAT 73K 6,928 = 6,928
Cash and cash equivalents Ha kB &% EY 457,034 = 457,034
Total &t 2,664,470 374 2,664,844
Other
Liabilities at financial
fair value liabilities at
through  amortised
profit or loss cost Total
AR ek
t Ad4H g Z Hflh
2 SmAf At
HK$’ 000 HK$’ 000 HK$’ 000
T#n T#u T#n
Liabilities as per consolidated balance sheet %5 £+ & B £ i % T/ £ fif
Bank loans - unsecured AT H K — BEAE A - 96,460 96,460
Convertible bonds T 48 6 55 - 680,716 680,716
Trade payables B 5 AT HRR - 1,005,154 1,005,154
Other payables and accrued charges A AT B 5 B RE
excluding receipts-in-advance (4T R T s R H) - 526,088 526,088
Total At - 2308418 2,308,418
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40 FINANCIAL INSTRUMENTS BY

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

40 £k T H 4% (4)

CATEGORY (CONTINUED)
Group
AL
Loans and Available-
receivables for-sale Total
5194
JRE ol e K ] st
HK$’ 000 HK$’ 000 HK$’ 000
R T T
31 December 2013 ~ZE—-=#£+=-H=+—H

Assets as per consolidated balance sheet GREEABKRTRERE

Available-for-sale financial assets ] B g - 374 374
Trade receivables B 7 BEIUIR K 365,726 = 365,726
Other receivables excluding prepayments JFC A JRE AR (B YA T 992,298 - 992,298
Entrusted loans Lt & 104,161 = 104,161
Structured bank deposits AT 45 WA K 637,992 = 637,992
Pledged bank deposits B KA ERAT 775K 4,464 N 4,464
Bank deposits with maturity over three months 77 K} # # =l H 2 4R 1777 3K 32,625 = 32,625
Cash and cash equivalents B& KB &% EY 699,321 - 699,321
Total &t 2,836,587 374 2,836,961

Other

Liabilities at financial

fair value liabilities at

through amortised
profit or loss cost Total

RAFEE RS RA

A Z F At
ZHEfH EMAR Mgt
HK$’ 000 HK$’ 000 HK$’ 000
RR P THIT THT

Liabilities as per consolidated balance sheet % & & 7 £ & % 7w & i

Bank loan — unsecured SRAT B AR — AL A - 117,000 117,000
Convertible bonds BE e = 689,178 689,178
Derivative financial instrument et =t 1,315 = 1,315
Trade payables B 5 EAT R 3K - 1,126,304 1,126,304
Other payables and accrued charges JEL A JRE AT R e BT

excluding receipts-in-advance (R R IR) - 563,044 563,044
Total EEis 1,315 2495526 2,496,841

41 TRANSACTION WITH NON-
CONTROLLING INTEREST

During the year ended 31 December 2014, the Group subscribed
for new issued shares of a subsidiary at the subscription price
of approximately RMB300 million. As a result, the Group’s
interest in this subsidiary increased from 95% to 96.46% and
the Group recognised a decrease in non-controlling interests of
HK$13,306,000 and an increase in equity attributable to owners of
the Company of HK$13,306,000.

41 HEIERERI A Z RS

WREZZ—MEF A=+ —HIEFEENR
AKE [ LLA300E BN B W R I — [ B s /) 2
BEEAT RS o G > AR 4 [ A% M N A R A
2 HEZE FHO5% NN 2296.46% - i T 58 I 125 il 1 A
75 813,306,000 76 LA S AR 48 B HEA A ME AL 1
5 19 71113,306,000% G °

17
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42 RELATED PARTY TRANSACTIONS AND
BALANCES

In addition to the transactions and balances disclosed elsewhere in
these consolidated financial statements, the Group entered into the
following related party transactions during the year:

(a) Transactions with related companies

St 255 ¥ 3 Wi

42 BT A2 By B i B

RS &5 6 05 2 HL At 0 40 P 48 B 2 58 By A
BROL > AL B A A R AT T SRR T 5 5

(a) HEBAFZRS

2014 2013
“F g SF =
HK$’ 000 HK$’ 000
Tt THTT
Purchases and subcontracting m] T 3145 T7 bR i A ﬁ’@
services from (Note i): E2¥ )i 71% [}ﬁ 5Fi)
An associate — [ 116 31
An investee — R %T/L\\ Gl 1,166 1,495
Sales of goods to a joint venture (Note 1) ] — [ A A 2B (B R 4,323 -
Royalty fee to a joint venture (Note ii) ] — A & %’ﬁé%iﬁ
ZFEATHERE (BT 5Tl 1,187 946
Loss on disposal of a subsidiary m—HEESENE M
to a joint venture (Note iii) bt J&g 2~ w2 s 1R (B i) 580 =
Notes: B 5E -

(i) Purchases of shoe materials and footwear products from an
associate and an investee and sales of goods to a joint venture are
conducted in the normal course of the Group’s business. The terms
of transactions are determined and agreed between the Group and
the counter parties.

(i) Royalty fee paid or payable to a joint venture was charged in
accordance with the terms as determined and agreed between the
Group and the counter party.

(iii) On 12 April 2014, the Company disposed of 100% interest in
Daphne Malaysia Sdn. Bhd. (“Daphne Malaysia”) to a joint venture
and waived a loan to Daphne Malaysia of HK$1,930,000. The
effect of the loss of the ownership interest on the consolidated
income statement is summarised as follows:

() T R A R R — R O R R
Y B AU > DA K — ] 5 A SE B 4R
B TR AL A B R AT o XY
TRy HEAR S 1 B 52 5y T it o e JF) REAR it 52

Gi)  m—MHA *E%J/E%EHYEHZ%E‘FTE%ETE

(i) MZF—MNEWA+_H > A" HE
Daphne Malaysia Sdn. Bhd. ([ 35 g 5 2 7§

WJ 100% 4 T —H &8 A% T erT
IR G 2R P B £ 31,930,000 IC < 2k %

P MERE £ 2 s 1E A G R R B Y

mF
2014 2013
e S i 2 i =)
HKS$’ 000 HK$’ 000
Tt THs 7T
Carrying amount of Daphne Malaysia #& % §ig 5 3¢ P4 55 i 1 {H (1,350) =
Waive of a loan to a joint venture W —EET - HMEEAEEZMEX 1,930 =

Loss on disposal of Daphne Malaysia 5 2 3¢ ¢ 5 2 V4 55 2 Ji 15 580 =
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42 RELATED PARTY TRANSACTIONS AND
BALANCES (CONTINUED)

(b) Year-end balances with related companies

O 2014 - BER BB B BEIR AR A F

St 755 ¥ 2 i

T80 W5k 5 8 o B i ik ()

(b) B[R BB 2 W] Z AF K &k R

2014 2013
=

HK$’ 000 HKS$’ 000

T#t Tt

Receivable from a joint venture JE W — ] & 8 A FE A 5,471 -
Payables to related companies: JRE AR IR Wk 2 W) K OH

A joint venture —MWEENE 948 960

An investee — PR E A A 303 340

An associate — g A = 34

The receivable from a joint venture arises mainly from
sales of goods. The balance is unsecured, interest-free and

repayable according to the trade terms.

The payables to related companies arise mainly from
purchase and trademark licensing transactions. The balances
are unsecured, interest-free and repayable according to the

agreed terms.

B e — ] 5 i S OH E 28 o B R R
Ao BREE A MEAEAN - S I ZH M BOR R
.

JRE AT BR) M 2 W) K TH T B BRI R AR
FEOE 2 S o B A o BRER S RN -
B 4% B E R B 2 kAT -

(c) Loans to a joint venture (c) THIAEBAEEMK

2014 2013

RN XK=
HK$’ 000 HK$’ 000
T T-#5 T
At 1 January A—H—H = =
Loans advanced during the year AR IR R 5,308 -
At 31 December wt_H=1+—H 5,308 -

The loans to a joint venture are unsecured, interest-free
and repayable on 15 July 2015 and 4 November 2015,
respectively (Note 21).

(d) Key management personnel compensation

F— A B B EIEN - 28
SWHESRA - E—FAELA LA R
—TAE+— A HEE (WiE21) -

d FEEHABZHM

2014 2013

SFomE %=
HK$’ 000 HK$’ 000
T#u T#C
Salaries, allowances and bonuses B4~ AR R AE AL 23,174 39,063
Defined contribution pension costs & A {1 2R AR 4 A 64 62
Share-based payment expense DR o B 2 A5 K B 32 11,084 1,838
34,322 40,963
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T A S 55 22

For the years ended 31 December
BRET-AZT—HILFEE

2014 2013 2012 2011 2010
“F Ny “ER-=F ZZ-TF &R CE-RE
HK$’ 000 HKS$’ 000 HK$’ 000 HKS$’ 000 HKS$’ 000
T T T Tl T
Results E¥ |
Turnover BER 10,355,616 10,446,540 10,529,100 8,576,762 6,623,840
Gross profit EF 5,737,558 5,838,287 6,228,832 5,043,777 3,800,841
Profit before income tax W B 15 B i 2 221,340 464,431 1,307,314 1,322,081 850,161
Profit for the year AN & 7 AL
attributable to: EREA 182,149 334,334 974,763 944,731 611,611
Owners of the Company EN/NGE DN 176,031 329,144 955,673 933,063 595,510
Non-controlling interests FEFEHIPERE & 6,118 5,190 19,090 11,668 16,101
Basic earnings per share (HK cents) BB A R AL 10.7 20.0 58.1 57.0 36.4
Dividend per share (HK cents) R (AL 35 8.0 18.0 17.0 12.0
As at 31 December
R+ZA=+—H
2014 2013 2012 2011 2010
“2-WE —F-=5 —F--F —“F—45 _E-FE
HK$’ 000 HKS$’ 000 HKS$’ 000 HKS$’ 000 HKS$’ 000
T#T SRT T T T
Assets and liabilities B kA
Total assets B 7,660,413 7,822,316 7,271,449 6,546,610 5,049,050
Total liabilities A E 2,408,022 2,572,487 2,234,853 2,314,984 1,741,447
Total equity attributable to: PR & 7 RE AL A RE 45 5,252,391 5,249,829 5,036,596 4,231,626 3,307,603
Owners of the Company /IR 2N 5,057,952 5,043,722 4,825,336 4,035,867 3,124,332
Non-controlling interests FEEHIEE A 194,439 206,107 211,260 195,759 183,271
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