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FINANCIAL AND OPERATIONAL s B #8442
HIGHLIGHTS
FINANCIAL PERFORMANCE 85 % Bl
For the year ended
31 December
RET-H=1—HILEE
2015 2014 Change
SR -RE - UE s
Turnover (HK$’ million) B (A EEIT) 8,379.1 10,355.6 -19.1%
Gross profit (HK$’ million) EH (H EHWHITT) 4,724.7 5,737.6 -17.7%
Operating (loss)/profit (HK$” million) s (R /B (e i) (497.6) 262.4 -289.6%
(Loss)/profit attributable to owners AN EHEA NELS (518)
of the Company (HK$’ million) BA (CH W IT) (378.9) 176.0 -315.2%
Gross profit margin (%) B2 (%) 56.4 55.4 +1.0pptH 5 2
Operating profit margin (%) B8 TR (%) -5.9 2.5 —-8.4pptH 4 &
Net profit margin (%) 347 (%) -4.5 1.7 —6.2pptE 43 2
Basic (loss)/earnings per share AL (18 /2R
(HK cents) (Al (23.0) 10.7 -315.0%
Dividend per share (HK cents) RS (AL - 3.5 -100.0%
KEY FINANCIAL INDICATORS FEEMERHE
For the year ended
31 December
BET A=+ —HIEEE
2015 2014 Change
B S TR —E Iy 4t
Average inventory turnover (days) (Note 1) AR A (A Kﬁ ) 218 194 +24
Average debtors turnover (days) (Note 2) T BERAR T (H) (B k) 12 12 -
Average creditors turnover (days) (Note 3) I AT AR AR (H) (B k=) 113 103 +10
Cash conversion cycle (days) (Note 4) BRI K EC(H) (kM) 117 103 +14
Capital expenditure (HK$’ million) (Note 5) BB S (H 8 Wso0) (Mg ) 301.5 518.9 -41.9%

As at 31 December

wht+=-H=+—H

2015 2014 Change
“E R F N #Ak

Cash and bank balances (HK$’ million) Ba BARAT A58 (80
(Note 6) (BFREA) 1,075.6 1,528.7 —29.6%
Bank loans (HK$’ million) SRAT R (B E ) 620.8 96.5 +543.6%
Convertible bonds (HK$’ million) AR (F &) = 680.7 ~100.0%

Equity attributable to owners of the Company AR AR N EAGRE 45

(HK$’ million) (H &) 4,462.6 5,058.0 -11.8%
Current ratio (times) (Note 7) G B LR () (B EEE) 2.4 2.4 -
Net gearing ratio (%) (Note 8) T B TR (%) (B kL) Net cash Net cash N/A
FHE& L b
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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.

RO OYE B PR OB AR AW
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VA B (B T3 S A B 2T I B R R
D)8 B AR e LA36S H wHAL ©

V- 35 HE S R B (H ) T4 AR AT) B AT BB i R BT A
iR R A SRR DA365 H RHEE -

TR AT R (F) 9 4R ) B AR RS A IR RT3 A

R R DA B B B R LA365 H R A -

4. The calculation of cash conversion cycle (days) is based on the average VU~ BIGFEER KU (H) J53 73547 BB (H) 125 Bl
inventory turnover (days) plus average debtors turnover (days) minus average R B (H) BT Y AT ARE R (B 55 -
creditors turnover (days).

5. Capital expenditure comprises acquisition of land use rights and property, plant i~ & A< B 36045 I & L Hb 68 P RE ) 3 - WS Rkt 4
and equipment, cash expenditure on license rights and capital contribution to A ARER IR G B S URCE B G o
joint ventures.

6.  Cash and bank balances comprise cash and cash equivalents, pledged bank 7N~ Bl K SRAT &5 68 (45 B & R Bl G B ~ © K RATA7

deposits and structured bank deposits.

7. The calculation of current ratio (times) is based on total current assets divided by
total current liabilities as at 31 December.

I ERAT K5 HEAE K

L EAEWRS R ) IR T T = B2 s

BRI B A R AR

8.  The calculation of net gearing ratio (%) is based on net debt (being the total ~ /\~ {FEMEHR%)IMRER +H =+—H Z A5 (A
of bank loans and convertible bonds, less cash and bank balances) divided by SRAT BB R T M A 2 A W A R RAT A BR) PR LA
equity attributable to owners of the Company as at 31 December. AR FVHEAT N A HE 45 55T -

Turnover Analysis Number of Points-of-Sale

BERIIN B EHBH

(For the year ended 31 December)

(I H =1 —H Ik4E ) 8,000 -

7,000 |-

6,000 |-
Core Brands Business 5,000~
% O i R 2 B 4,000 -
Other Brands Business 3,000 [~
Fo Al i R 5

2,000 |-
OEM Business 1,000 |-
DA A S0 2

0

31 December 2015 31 December 2014
ZE-HEFSAZE-E ZE-NEFSAZTR

Core Brands Business
R it 2

Other Brands Business
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Daphne International Holdings Limited

CHAIRMAN’S STATEMENT

The year 2015 witnessed the effect of China’s slowing economy
spilling over into consumer markets, where retailers including
Daphne International Holdings Limited (“Daphne” or the “Company”,
which together with its subsidiaries, is referred to as the “Group”)
went through challenging times. China’s gross domestic product
(GDP) growth dwindled from 7.4% in 2014 to 6.9% in 2015 as the
country sought to restructure its economy. The public’s appetite for
spending was somewhat spoilt by the unpromising prospect. In the
fashion market, the situation was exacerbated by erratic weather
patterns. Ubiquitous global warming led to a notably delayed summer
and warmer winter in 2015, affecting the sales of seasonal fashion
products including ladies’ shoes. The industry players attempted to
outmanoeuvre each other with sales and promotional strategies to revive
the flagging consumer sentiment, including stepping up discounts
much earlier than usual. As a result, the fashion retail sector was highly
competitive, especially in the second half of the year. Other factors that
also eroded the domestic fashion retail sales were weak Asian currencies
that induced Chinese consumers to flock to the neighbouring countries
for shopping. The inflationary operational costs, including rents and
wages, also continued to burden the retail operators. Against such
background, for the year ended 31 December 2015, the Group recorded
turnover of HK$8,379.1 million compared with HK$10,355.6 million
for the previous year.

To address the economic slowdown in China and the aforementioned
challenges in 2015 and, most importantly, improve the subpar business
performance, the Group took decisive measures in the second half of
2015 to improve its operational efficiency in the future. These included
a series of rationalisation initiatives on stores, factories, inventories
and staff. First, the Group rationalised its store network by closing
down the loss-making ones to improve the profitability of the overall
store network. This resulted a net closure of 805 points-of-sale for Core
Brands. Second, it consolidated its production capacity by relocating
the production lines from the coastal area to in-land, where labour costs
are relatively more competitive. Third, in addition to adjustments made
in product orders and cancellation of most replenishment orders, the
Group was more prudent in managing the inventories which involved
a provision of HK$216.9 million for slow-moving inventories, while
last year’s write-back of inventory provision was HK$119.8 million.
Fourth, we also downsized the back office which incurred additional
personnel expenses. These rationalisation initiatives incurred increased
expenses to the Group. Although the cost saved through stringent
cost control exercise during the year helped partially offset the
increased operating expenses, the substantial expenses resulted from
rationalisation initiatives greatly impacted the Group’s performance this
year. Consequently, the Group reported a loss attributable to owners of
the Company of HK$378.9 million.

Although the outlook of 2016 is full of uncertainties, we believe the
Group is in the right market as China’s growth rate is still considerable
compared to other countries, despite its recent decelerated economic
growth. The Chinese government has recently announced in its 13th
Five-year Plan that it will press ahead with the country’s transition
to an economy that is driven by domestic consumption by taking a
number of measures to support this transition. The Group is confident
that the consumption in China will thrive in the medium and long
term. Therefore, we will adhere to our objective of strengthening our
fundamentals to adapt to the new norm of China’s growth.
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CHAIRMAN’S STATEMENT

While the Group will proceed further with our rationalisation initiatives
in stores and staff, including further consolidation of store network,
and downsizing of workforce, we will also pursue further strategic
initiatives to increase the profitability through improvement in
management and sales efficiency. In terms of offline strategies, the
Group will enhance the store performance by turning some stores into
“multi-brand” store format, which offers broader product offerings
in a refreshing shopping environment. The Group will also continue
to improve the channel mix by reducing the ratio of street stores.
Frontline managers’ motivation and accountability will be enhanced by
revamping their performance appraisal system with top priority on profit
and introduction of profit-sharing into their incentive scheme.

To adapt to the fast-changing retail market, the Group will make major
adjustments in the supply chain by enabling small-batch productions,
and will overhaul the logistics process. The Group is also increasing its
brand and product differentiation, and revitalising its marketing efforts.
One recent example is the launch of kid shoes with global positioning
system (“GPS”) feature, that we jointly-developed with Tencent, to
project a trend-setting brand image.

We are delighted to maintain our leadership position in the online
market, as evidenced by the top ranking in the women shoes category in
the Alibaba’s Single’s Day event in 2015. We will continue to leverage
our strong online brand equity to expand our e-commerce business. Not
just will we open more virtual stores in various major online shopping
platforms, we will also make efforts to extend our presence to more
upcoming online shopping sites to broaden our reach to different types
of customers.

To weather the current headwinds, the Group is committed to focusing
on the improvement initiatives to enhance its operational and sales
efficiency, so as to restore its performance. By building differentiated
strengths in our key functions, getting lean and staying focused, the
Group will deliver long-term competitiveness and become well-
positioned to meet the new market dynamics. Daphne has a long track
record of success in different economic conditions over the past 20
years and stays as the leading brand in the market. [ am confident that
the Group will be able to thrive continuously and achieve sustainable
development in the competitive and ever-changing market.

On behalf of the Board, I would like to take this opportunity to express
our sincere gratitude to all our customers, business partners and
shareholders for their enduring support and unwavering faith in the
Group. I would also like to thank the management team and employees
for all their hard work and relentless contribution to the Group’s
development in the past year. Let us all work together in the coming year
to bring better returns to Daphne’s shareholders.

Chen Ying-Chieh
Chairman and Chief Executive Officer

Hong Kong, 29 March 2016
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Daphne International Holdings Limited

MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

Market Overview

Retailers had a very difficult year in China in 2015 as the economy and
consumer markets further slowed down. The country’s gross domestic
product (GDP) growth decelerated from 7.4% in 2014 to 6.9% in
2015, a 25-year low. Growth in the total retail sales of consumer goods
dwindled to 10.7% in 2015 from 12.0% in 2014 and 13.1% in 2013.

While trying to adapt to the “new normal” of China’s economy, the
retailers had to cope with other problems such as the challenges from
e-commerce players, the global warming effect, notably delayed
summer and a warmer winter in the fourth quarter of 2015. To manage
the slow-moving inventories caused by the erratic weather, fashion
retailers offered bigger discounts earlier. The sales and promotional
efforts made the retail sector very competitive, especially in the second
half of the year.

On the other hand, the volatility of the stock market in China dealt a
blow to the already weak consumer sentiment. Weak Asian currencies
induced some Mainland Chinese consumers to travel and shop overseas,
thus affecting the domestic consumption. Moreover, the retailers were
weighed down with inflationary operating costs, including rents and
wages.

Group Performance

For the year of 2015, the Group’s turnover amounted to HK$8,379.1
million (2014: HK$10,355.6 million), representing a drop of 19.1% due
to the decline in Core Brands Business and shrinking business volume
from OEM Business. Gross profit declined by 17.7% to HK$4,724.7
million (2014: HK$5,737.6 million). Gross profit margin increased
to 56.4% (2014: 55.4%), although the provision for slow-moving
inventories charged to cost of sales went up to HK$216.9 million in
2015 compared to a write-back of HK$119.8 million in 2014.

During the year under review, the Group turned to an operating loss of
HK$497.6 million in contrast to an operating profit of HK$262.4 million
in 2014. Loss attributable to owners of the Company was HK$378.9
million (2014: profit of HK$176.0 million).

Basic earnings per share for the year ended 31 December 2015
decreased from HK10.7 cents in 2014 to loss per share of HK23.0
cents for the year of 2015. No interim dividend was declared for the
year ended 31 December 2015 (2014: HK3.5 cents) and the board of
directors does not recommend the payment of a final dividend (2014:
Nil).

The performance of the Group was below expectations. It was affected
by the adverse market conditions, erratic and extreme weather patterns
with delayed summer and unusually warm winter, inflationary operating
costs, increased negative operating leverage, and increased charges
that resulted from decisions on rationalisation of inventories, stores,
factories and staff as part of prudent management.
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MANAGEMENT DISCUSSION AND
ANALYSIS

As the market conditions deteriorated in the second half of 2015,
the Group carried out a number of decisive measures, including the
acceleration of closures of loss-making stores, downsizing of the
back offices, relocation of factories from the coastal to inland area,
putting focus on the inventory level including cancellation of most
replenishment orders. These rationalisation initiatives incurred
increased charges comprising the provision for slow-moving inventories
of HK$216.9 million (2014: write-back of provision of HK$119.8
million), and one-off restructuring costs of approximately HK$130.7
million (excluding provision for inventories of HK$10.4 million) in
relation to the relocation of several factories (2014: Nil). All these
significantly impacted the Group’s performance in 2015.

The abnormal weather pattern in 2015 was a major cause of the
unfavourable accumulation of inventories during the year. Despite the
adjustment in replenishment orders, and a lower inventory level at the
end of 2015 than that at the end of 2014, the inventory turnover days
increased to 218 days (2014: 194 days).

The Group rationalised its stores during the year by closing down loss-
making stores so as to improve the quality of the overall store network in
the future. This resulted in a net decrease of 827 points-of-sale (“POS”).
As at 31 December 2015, the Group’s POS numbered 5,930, consisting
of 5,597 POS under its Core Brands Business (“Daphne” and “Shoebox”
in Mainland China) and 333 POS for its Other Brands Business. The
Core Brands Business had a net reduction of 805 POS, representing a
decrease of 12.6% in the number of stores compared with that in 2014.
However, the substantial number of store closures and the subsequent
reduction of staff incurred increased operating costs in 2015.

Inflationary operating costs, including rental and staff costs kept
increasing as a percentage of sales during the year. To control the
production cost, the Group rationalised its production capacity by
relocating its production lines from the coastal areas to its new
production base in-land, where the labour cost was relatively more
competitive. Such consolidation of its production capacity and
other above-mentioned rationalisation initiatives incurred increased
operational expenses. The operating margin was further dragged by
the increased negative operating leverage and therefore resulted in a
negative operating profit margin of 5.9% (2014: positive operating
profit margin of 2.5%).

Moreover, the Group’s gross profit margin increased by 1.0 percentage
point from 55.4% for 2014 to 56.4% for 2015 despite the slowdown in
the market and the lower average selling price of the products under
its Core Brands Business. If the provision for slow-moving inventories
was excluded, the Group’s gross profit margin would have increased
by 4.8 percentage points from 54.2% to 59.0%. The gross profit margin
improved because of: (i) improved sales mix; (ii) enhancement in the
product design process; (iii) a new pricing strategy; and (iv) lower
product costs.
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Daphne International Holdings Limited

MANAGEMENT DISCUSSION AND
ANALYSIS

Core Brands Business

The Group’s Core Brands Business refers to the business of retailing
women’s footwear under its own brands, “Daphne” and “Shoebox™, in
Mainland China. As the retail market became softer in 2015, turnover
from external customers of the Core Brands Business decreased by
19.2% to HK$7,521.1 million from HK$9,303.2 million for 2014. The
decline was attributable to the negative same-store sales performance
and the net closure of a substantial number of stores. The Group
accelerated the closures of loss-making stores, especially in the fourth
quarter of 2015. This resulted in a net decrease of 805 POS during the
year (including a net decrease of 692 directly-managed stores and a
net decrease of 113 franchised stores). This represented a reduction of
12.6% in the number of stores compared with that in 2014. The Group
had a total of 5,597 POS under its Core Brands, comprising 5,056
directly-managed stores and 541 franchised stores, as at 31 December
2015. Segment revenue from external customers accounted for 90% of
the Group’s total revenue during the year under review (2014: 90%).

Number of POS of Core Brands Business:
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At 31 December At 31 December
2015 2014 Change
e Sl T R PR
+ZA=+—H +=-H=+—H Ldle
Directly-managed stores HEM 5,056 90% 5,748 90% -692  -12.0%
Franchised stores R s 541 10 % 654 10% -113 -17.3%
Total Gt 5,597 100% 6,402 100% -805 —12.6%

Number of POS of Core Brands Business by city tier:

U ik L S 0 5 55 280 4 o i AR i 4 £

At 31 December At 31 December
2015 2014 Change
W oF— A YA
+=HA=+—H +H=+—H g4k
Tier 1 — BT 637 11% 731 12% 94  -12.9%
Tier 2 ARk 1,376 25% 1,607 25% 231 -14.4%
Tier 3 AR IR 1,030 18% 1,238 19% 208 -16.8%
Tier 4-6 ESRAS T3 ] 2,554 46 % 2,826 44% 272 -9.6%
Total A% 5,597 100% 6,402 100% -805 -12.6%

During the year, the Group enriched and restructured Daphne’s product
range and mix by categorising the products into seven series since the
spring and summer to enhance its appeal to a broader customer base and
to increase its differentiation from competitors. The enhanced product
series are Parties & Evening Charm, Cosmopolitan, Soft & Comfort,
Daphne Young, Ondul, Dulala and Hello Kitty Collection by Daphne.
Each of them is tailored to different niche markets and to different
occasions. A top young actresse in Mainland China, Cecilia Liu, joined
celebrities from the region, such as the popular Korean actress, Jun Ji-
Hyun, and pop singer and leading actor, Nicholas Tse, in being the
Group’s spokespersons. By strengthening the association of the product
lines with the celebrities, the Group built a strong brand image, and
improved the marketing efforts.
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A 2015

MANAGEMENT DISCUSSION AND
ANALYSIS

Besides, the Group enhanced the product quality which was well
received by customers. The enriched product lines, the stronger brand
association with celebrities and improved product quality allowed the
Group to adopt a new pricing strategy with less emphasis on discounts as
a means of attracting customers. Nevertheless, the Group’s new pricing
structure attributed to the lower average selling price for Core Brands
which recorded about 4.6% year-on-year decrease. As the unusually
warm winter in 2015 made the demand softer and the competition more
intense, the Group was compelled to offer steeper discounts during the
second half of the year to remain competitive. The deeper discounts on
products and increased provision for the inventories cut the gross profit
margin of Core Brands Business by 0.1 percentage point to 53.7% from
53.8%.

The decrease in sales induced significant pressure on inventory
management and operating margin. At the same time, the Group’s
rationalisation of stores and staff incurred increased operational
expenses for the year under review, although these measures would
help the Group build a better cost structure in the coming years. The
increased operating expenses, the negative operating leverage (which
means that fixed cost has a greater portion in the total cost structure
at the Group’s retail operations) and the inflationary operating costs
resulted in a negative operating profit margin of 4.7% for the Core
Brands Business (2014: positive operating profit margin of 2.4%).

Other Brands Business

The Other Brands Business of the Group mainly consists of 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) and the growing e-commerce unit. The e-commerce
unit kept increasing its contribution to the revenue at the Other Brands
Business in recent years. For the year ended 31 December 2015, the
aggregate turnover of the Other Brands Business decreased by 0.7% to
HK$832.7 million (2014: HK$838.4 million), and accounted for 10% of
the Group’s total turnover in 2015 (2014: 8%). This business segment
essentially achieved breakeven in a challenging year.

Revenue generated from the portfolio of mid- to high-end brands
decreased due to a net reduction of 22 POS during the year and
the adverse effect of the erratic weather. The warm winter in 2015
affected the demand for winter shoes and boots, and led retailers to
step up promotional efforts and therefore intensified the competition.
Therefore, the business of mid- to high-end brands recorded a slight
decline in the gross profit margin.

The Group’s e-commerce business continued to deliver sales growth
and profit. Despite more fierce online competition with increased
entries of international brands into China, Daphne still maintained
its top ranking in sales in the women’s shoes category in Alibaba’s
Single’s Day event in 2015. This reflected its strong brand equity and
leadership position in the online sales channel. The Group opened more
online stores in various platforms of major shopping sites to increase its
products’ exposures in the online market and reach different segments of
customers. During the year, the Group launched its warehouse sharing
programme which would enhance its online shopping service, provide
stronger support to its 020 business and improve the overall inventory
management in the future.
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FINANCIAL REVIEW St 755 1o

Segmental Analysis 43 BB 43 Bt

The business performance of individual segments for the year ended 31 &AM E —F—H4ET - H =+ —HIEEEW

December 2015 is summarised as follows: ¥EFRBEEIWT

Core Brands Business Other Brands Business Manufacturing Business
AN E S oAl i 1% R
2015 2014 2015 2014 2015 2014

(HK$’ million 7 & i 7t) —“F-nfE “F-NE ZF-hE CF-NE ZF-RE CF-NE
Revenue from external customers ¥ 4NE F Il & 7,521.0 9,303.2 8327 838.4 254 214.0
Inter-segment revenue il e 199.1 189.4 = - 8227 1,047.5
Total segment revenue AR 7,720.1 9,492.6 8327 838.4 848.1 1,261.5
Segment gross profit i RV 4,149.2 5,103.3 505.6 525.3 74.9 1176
Segment gross margin iR Bk 53.1% 53.8% 60.7% 62.7% 8.8% 9.3%
Segment operating (loss)/profit AHEE (B8 /BA (362.4) 2252 13 179 (106.0) 58.7
Segment operating margin Oy AR R R -4.7% 2.4% 0.2% 2.1% -12.5% 4.7%

—HET A=t HIREE > EREEE
HrhE R 7 &

\#?

BET LA T 5684 B = >

During the year ended 31 December 2015, significant operating loss was
mainly due to certain initiatives incurred increased charges comprising

the provision for slow-moving inventories of approximately HK$216.9  ####)216.91 &t (T — VU4 « W8 17 BB ¢
million (2014: write-back of provision of HK$119.8 million), and one-  [F1119.8 7 s it) » KHtE R B TR —kEREA
off restructuring costs of approximately HK$130.7 million (excluding  # H#)130.7H & s 0 OR & £ BB #104H B T)

provision for inventories of HK$10.4 million) in relation to the (& —JH4E : fit) o

relocation of several factories (2014: Nil).

Liquidity and Financial Resources i B ﬁ B B B B IR

As at 31 December 2015, the Group had cash and bank balances, A _F—HHE+T A =+—H » KEBMIFHEHRE R

comprising cash and cash equivalents, pledged bank deposits and
structured bank deposits, amounting to HK$1,075.6 million (2014:
HK$1,528.7 million) denominated mainly in Renminbi. The net
decrease in cash and bank balances of HK$453.1 million (2014: net
increase of HK$154.3 million) during the year is analysed as follows:

SRATH B (RIS KRB &S5 EY) - IR RITER
T SRAT G AR ) F51,075.6 A # kT (& —PU4E ¢
1,528 7H #iot) » FEUAREALEEREN - F£R
B4 M ARAT S5 BRI D453 1 B T (B — 4R ¢
FHEM154.3 5 & 0) M -

2015 2014
(HKS$’ million 4 # #7¢) —F-hfE “F N
Net cash generated from operating activities REEBHEENH S TH 5.4 667.8
Capital expenditure EAR X (301.5) (518.9)
Proceeds from disposal of property, B R Bk A
plant and equipment BT 15 3K IH 55 1.6
Decrease in entrusted loans TR P> 3.0 99.4
Net dividend paid O A 2 i (1.0) (92.2)
Net interest received eilps! ll&)\ 24.1 39.9
Net bank loans borrowed/(repaid) FRATERMEA S (EE) 524.3 (20.5)
Redemption of convertible bonds Af Tﬁ%ﬂxﬁ %‘E,* [m] (695.5) -
Effect of exchange rate changes and others A BE 5, 4 38 53 ) 2 52 A HoAth 17.4) (22.8)
(453.1) 154.3
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MANAGEMENT DISCUSSION AND
ANALYSIS

On 12 June 2009, the Company issued unlisted and unsecured RMB
denominated USD settled convertible bonds due in 2014 with a principal
amount of RMB550 million in which the maturity date was subsequently
extended to 24 April 2015 pursuant to the Deed of Amendment relating
to the convertible bonds. The Company had redeemed the convertible
bonds in full for a total amount of approximately HK$695.5 million
upon its maturity on 24 April 2015. All the payment was satisfied by the
Group’s internal cash and bank borrowings. As at 31 December 2015,
no convertible bonds were outstanding.

As at 31 December 2015, the Group had unutilised banking facilities
amounting to HK$158.3 million (2014: HK$61.6 million). The Group’s
current ratio was 2.4 as at 31 December 2015 (2014: 2.4). The Group
has sufficient resources currently to support expansion and development
of business in the future.

To maximise the return on idle liquid resources, during the year, the
Group placed a number of principal-protected structured bank deposits
with licensed banks in Mainland China. Total bank interest income
earned for the year was HK$29.2 million (2014: HK$47.1 million).

As at 31 December 2015, the Group’s net gearing, calculated on the
basis of net debt (being total bank loans less cash and bank balances
(2014: total of bank loans and convertible bonds less cash and bank
balances)) over equity attributable to owners of the Company, was in a
net cash (2014: net cash) position. The bank loans were at floating rates
and fixed rates during the year under review.

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 2015, 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.

Pledge of Assets

As at 31 December 2015, the Group’s pledged bank deposits amounting
to HK$3.2 million (2014: HK$6.9 million) were pledged for certain
banking facilities.

Capital Expenditure

During the year, the Group incurred capital expenditure of HK$301.5
million (2014: HK$518.9 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 2015 and 2014, the Group had no significant
contingent liabilities.
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Daphne International Holdings Limited

MANAGEMENT DISCUSSION AND
ANALYSIS

Human Resources

As at 31 December 2015, the Group had a workforce of about 18,000
(2014: 26,000) 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$1,325.5 million (2014: HK$1,504.3 million). The decrease was
mainly due to the reduction in headcount of factories, stores and back
office. 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.

AWARDS

Daphne’s unparalleled brand awareness and customer loyalty in China
was reflected by its top ranking in the “China Brand Power Index 2015~
(Women’s Shoes category) for the fifth time in a row. This independent
annual survey was conducted by Chnbrand, an institution funded
by the Chinese Government’s Ministry of Industry and Information
Technology, and is reputed to be one of the most credible brand rating
organisations in China. By interviewing 11,500 consumers in 30 cities
across China, this survey examined brand awareness and loyalty by
industry and category.

Besides, the Group has also been recognised by the investor community
for its persistent efforts in disclosure of information and corporate
governance. It received the award of “Best IR Company — Small Cap”
in the inaugural Investor Relations Award 2015 organised by the Hong
Kong Investor Relations Association.

OUTLOOK

The year 2016 is poised to remain challenging and the Chinese
government prudently sets the GDP growth target at a range of between
6.5% and 7%. Nonetheless, China still ranks among the fastest-growing
major economies and its domestic demand should remain stronger
than those of other countries. In its 13th Five-year Plan, the Chinese
government will press ahead with the transition to an economy that
will be driven by domestic demand from one that depends on exports
for growth. The Chinese government has taken a number of measures
to support the economic transition. The Group is confident that the
consumption in China will thrive in the medium and long term.

Rationalisation Continues

To address the deceleration of China’s growth, and the economic and
financial volatilities that may lurk during the economic transition,
the Group is evolving and adapting in multiple dimensions to the
“new normal” of China. It took decisive initiatives in rationalising the
stores, inventories, factories, and staff towards the end of 2015. It also
conducted stringent cost control exercise throughout the year. All these
measures serve to lay the foundations for a more efficient cost structure.
In 2016, the Group will continue to consolidate its store network
and workforce and tighten its inventory management until it is well-
positioned to cope with the new market dynamics.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Increasing Differentiation and Revitalising Marketing
Endeavours

Moreover, the Group will also focus on enhancing sales and
management efficiency to boost sales and profitability, and will also
adopt new approaches to various aspects of its operations. For instance,
the Group will make an effort to increase its differentiation to strengthen
its competitive strengths. To lay the groundwork for this pursuit, the
Group conducted a customer survey in the fourth quarter of 2015 by
interviewing more than 2,600 customers in 170 cities in China. The
survey has improved our understanding of the customers, and will
enable us to explore new opportunities in the market. The findings from
the survey reinforce our belief in pursuit of differentiation to succeed
in the competition. As a result, we will allocate more resources to
product differentiation, and will revitalise and diversify our marketing
endeavours to support it. For example, the Group, jointly-developed
with Tencent, launched kid shoes with a global positioning system
(“GPS”) feature in early 2016 to project a trend-setting brand image.

Driving Improvement in Supply Chain and Inventory
Management

To strengthen inventory management and to increase the flexibility in
coping with the changes in customer demand and market conditions,
the Group will make major adjustments in its supply chain to enable
small-batch productions, and will overhaul in the logistics process. It
will take a comprehensive approach to managing the supply chain, store
operation, and promotional activities to facilitate inventory turnover and
tighten inventory control.

Uplifting Store Performance

With regard to the uplifting of the store performance, the Group will
turn some of its stores into “multi-brand” stores, which offer broader
product offerings in a refreshing shopping environment, so as to boost
customer spending and increase sales productivity. This new store
format will be closely monitored and may adapt them further to better
meet the changing customer preferences. In addition to its ongoing
efforts to improve its sales channel mix and rental reduction through
lease negotiation, the Group is also exploring new retail concepts. Also,
to improve the accountability and motivation of frontline managers,
the Group simplifies their “Key Performance Index” system by putting
profit as the top priority, flattens the organisation structure of frontline
management, and adopts new approaches to store management and
incentive schemes, namely, the introduction of a profit-sharing scheme,
to better align their interests with the Group’s.

Expanding E-commerce Business

To capitalise its strong online brand equity and leadership position,
the Group will continue to invest and expand its e-commerce business.
It will continue to increase its exposure on all major online shopping
platforms and extend its presence on emerging online shopping
websites. This will expand our reach to different types of customers.
To embrace the emerging mobile-shopping trend, marketing emphasis
will be put on both online and mobile marketing, and our e-commerce
capabilities will be built accordingly. The warehouse sharing
programme now in good progress will help promote the O20 trade in
the future by enabling more efficient product delivery and inventory
management. The Group is also exploring various O20 initiatives to
draw on the synergy between its online and offline sales operations.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Conclusion

By taking bold steps in rationalisation, and becoming lean and
focused, the Group aims to improve its cost structure, management
and sales efficiency. The Group also ventures out to adopt new
methods and approaches to invigorate its key functions, so as to adapt
to the new market conditions and changing customer preferences and
behaviours. The Group believes these actions will deliver sustainable
improvements in the business operation and competitive strengths in
long term. The Group is committed, with its best endeavour, to taking
comprehensive actions to weather the current headwinds, so as to restore
its performance. With such key strengths as a sound balance sheet, a
strong national brand equity, and the product excellence, the Group is
confident that it will be able to make great strides to reinforce its market
leadership.

As the Group entering into 2016, the momentum of same store sales of
Core Brands Business appears more stabilised compared to the same
period last year, and registered a mid-single-digit decline for the first
quarter-to-date of 2016 on a year-on-year basis. Considering a reduction
of 12.0% in the number of directly-managed stores (692 directly-
managed stores) in 2015, and a further net closure of approximately 150
stores during the first quarter-to-date, the year-on-year sales decline
of Core Brands for the same period was likely in the range of 10% to
15%. Based on the management’s assessment of preliminary unaudited
information, it is anticipated that the profitability of the first quarter-
to-date is likely to improve slightly from that of the same period last
year. However, the second quarter, as an important quarter when the
new spring and summer products are launched, is still challenging with
a lot of uncertainties. The Group will continue to dedicate itself to
working on the improvement initiatives, and endeavour to improve its
performance for the remaining of the year.
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BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. CHEN Ying-Chieh, aged 46, 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 in Taiwan. 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 33, 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 35, joined the Group since 2003 with
focus on product development and general management. He has studied
a Bachelor of Arts degree 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 34, 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. He has over 10 years experience
in footwear trading and manufacturing industry. Mr. Chen graduated
from the University of Victoria in Canada with a Bachelor of Arts
degree and also obtained an EMBA in Taiwan National Chung Hsing
University. 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.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. HUANG Shun-Tsai, aged 62, is a director of four health
technology companies in Taiwan. He has been active in the health
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 65, 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 an MBA
degree from the University of Hawaii. Mr. Kuo was appointed as an
independent non-executive director of the Company in 2001.
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BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

Mr. LEE Ted Tak Tai, aged 65, 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 a 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 an MBA degree from
University of Southern California.

SENIOR MANAGEMENT

Mr. LIN Che Li, Jerry, aged 48, 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 56, 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 20 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.

A.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles set out in the Corporate
Governance Code (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 2015, the Company has
complied with all the applicable 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 23 and 28 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 development.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules for dealing in securities
of the Company by the directors.

Having made specific enquiry with all directors, all directors have
confirmed that they have complied with the required standards set
out in the Model Code throughout the year ended 31 December
2015.

The Company also requires 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.
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C. THE BOARD OF DIRECTORS C. #¥9
(i) Board Composition (i) FEHEGHR
The Board and board committees during the year and up to FRNEEMEAREHM  FHGREHG
the date of this report comprise: ErNZAgm NI AL
Audit Nomination Remuneration

Members of the Board/board committees Date of first becoming director ~ Committee =~ Committee Committee
ERE/ERABETRAANA HRIEEFZ A #HZAEG #AZHE  HMWZEE
Executive directors Bl 17 #H F
Mr. Chen Ying-Chieh (Chairman & Chief Executive Officer) 21 May 1996 M M
BRSNS (L HATHAH) —AAAFRLAZ+—H
Mr. Chang Chih-Chiao 12 June 2009
REBRE “EEAERATH
Mr. Chang Chih-Kai 22 November 2004
RE I “EENEFT A+
Mr. Chen Tommy Yi-Hsun 31 December 2011
Beta B 6 “E -+ A=t 0

Non-executive directors FF H 7% H
Mr. Kim Jin-Goon

(with Mr. Lau Wai Kei, Ricky as the alternate)* 13 April 2011 M M
SRR (BEHE BB FEF) * “F——4#MA+=H
Independent non-executive directors %7 7 # 17 # F
Mr. Huang Shun-Tsai 31 July 2001 M C M
HE R e “EE-FLA=+—H
Mr. Kuo Jung-Cheng 31 July 2001 M M C
MRk " =
Mr. Lee Ted Tak Tai 1 September 2011 C M M
FEREE ZE AR
Key: C — chairman of the board committee, M — member of the s - C-EHEGHEZEHE LH > M-
board committee FEHEHE T ZAEME
* Mr. Kim Jin-Goon has resigned as the non-executive director of the * moFR—HENA T HR E2EEA
Company and Mr. Lau Wai Kei, Ricky has resigned as the alternate BT BARN Al 2 FEHUAT# 4 - 1 S BB E
director to Mr. Kim with effect from 22 April 2015. INBHT Ry e 2 B E S o
The executive directors draw on a rich and diverse experience AT HE SRR L E R R 0 R A B
from the footwear distribution business while the non- KB - M IR AT EE O ST R AT A
executive director and the independent non-executive FLARAE B S 2 AR SO B AN o
directors possess appropriate professional qualifications WU FRTERALERZNERG S
and management expertise. Through active participation o AL BV RV AL R 4 1 28 S S IR k4
in board meetings, taking the lead in managing issues FEIBIEER LEB T ERE G T2 %
involving potential conflict of interests and serving on Bg s e A 2 mAE A RO B DL KA
board committees, all independent non-executive directors REAN F B H R 2 F % o

contribute to the effective direction of the Company and to
safeguard the interests of the Company and its shareholders.
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(ii)

During the year ended 31 December 2015, 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” on pages 17 to 18 of this annual report.

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.

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.

(iii) Delegation by the Board

(iv)

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.

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.
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(v)

All non-executive directors including independent 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.

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.

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 development 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 development, financial and accounting
matters, statutory compliance, corporate governance and
other major aspects of the Group. Draft minutes are normally
circulated to all 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.
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(vi)

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’ 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.

(vii) 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
(ii) an on-going training and professional development
programme for directors.

During the year ended 31 December 2015, 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 and corporate
governance development.

(viii)Chairman and Chief Executive Officer

Code provision A.2.1 of the CG Code 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. 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.
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(ix) Board Committees

The Board has established three committees, namely the
Audit Committee, the Nomination Committee and the
Remuneration 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) Independent
Non-executive Director
Independent Non-executive Director
Independent Non-executive Director

Mr. Huang Shun-Tsai
Mr. Kuo Jung-Cheng

The primary functions of the Audit Committee are to
assist the Board in reviewing the financial information and
reporting process, risk management and internal control
systems, and the compliance with the applicable accounting
principles and practices, any applicable laws and the listing
rules of the Stock Exchange and liaison with external auditors
and internal auditors of the Group.

During the financial year, two Audit Committee meetings
were held and the executive directors, the management
and the independent auditors attended to provide necessary
information. The Audit Committee considered the audit
plan, terms of engagement and fees of the independent
auditors for the Board’s approval, reviewed the financial
information of the Group including the annual and interim
financial statements, reviewed the management letters and
reports issued by the independent auditors, and the report on
the effectiveness of risk management and internal control
systems prepared by the Internal Audit Department.

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) Independent
Non-executive Director
Independent Non-executive Director
Independent Non-executive Director
Executive Director

Mr. Kuo Jung-Cheng
Mr. Lee Ted Tak Tai
Mr. Chen Ying-Chieh
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The Nomination Committee is responsible for recommending
suitable candidates to the Board for directorship, after
considering the independence and competence of the
nominees, to ensure that all nominations are fair and
transparent. The Nomination Committee reviews the
structure, size and composition (including skills, knowledge
and experience) of the Board and assesses the independence
of the independent non-executive directors.

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.

During the financial year, one Nomination Committee
meeting was held. The Nomination Committee reviewed
the structure, size and diversity of the Board, considered the
independence of independent non-executive directors and
recommended the re-appointment of retiring directors which
were approved by the shareholders at the annual general
meeting.

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) Independent

Non-executive Director
Mr. Huang Shun-Tsai  Independent Non-executive Director
Mr. Lee Ted Tak Tai  Independent Non-executive Director
Mr. Chen Ying-Chieh Executive Director

The Company has adopted the model whereby the
Remuneration Committee makes recommendations to the
Board on the remuneration packages of individual executive
directors and senior management. The Remuneration
Committee is also responsible for making recommendations
to the Board on the Company’s policy and structure for
remuneration of all directors of the Company and senior
management of the Group and other matters relating to
remuneration. The remuneration of all Directors is subject to
regular monitoring by the Remuneration Committee to ensure
that their remuneration and compensation are reasonable.
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During the financial year, two Remuneration Committee
meetings were held and the remuneration packages of
executive directors and senior management were reviewed
and considered. 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 Notes 42 and 13 to the financial
statements, respectively.

(x) 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 2015

Annual Report 2015
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is set out in the table below: WS E DR s T
Number of meetings attended/Number of meetings held
EE TS VEZTRE e
Audit Nomination ~ Remuneration
Board Committee Committee Committee AGM
#g HHREHE REZHE FmMZzEE  REMEXRE

Executive directors HAlrEH
Mr. Chen Ying-Chich WA EE 4/4 N/A 1 2 N
Mr. Chang Chih-Chiao REHEE 4/4 N/A N/A N/A 1
Mr. Chang Chih-Kai R 4/4 N/A N/A N/A 111
Mr. Chen Tommy Yi-Hsun  BtA B 5er: 4/4 N/A N/A N/A 111
Non-executive director FHTEE
Mr. Kim Jin-Goon SBRLE 111 i 1 17 N/A

(with Mr. Lau Wai Kei, Ricky () B BABTEF) n 11 11 i N/A

as the alternate)*
Independent non-executive 7 HHITEE

directors
Mr. Huang Shun Tsai HIRREL 414 21 11 2 0/1
Mr. Kuo Jung-Cheng RIS 4/4 202 11 2 1/
Mr. Lee Ted Tak Tai B 4/4 20 11 22 11

* Mr. Kim Jin-Goon has resigned as the non-executive director of the * HoF-IAENA AR &BF kA

Company and Mr. Lau Wai Kei, Ricky has resigned as the alternate
director to Mr. Kim with effect from 22 April 2015.

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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@

(ii)

Financial Reporting

The directors acknowledge their responsibilities for
preparing the financial statements of the Group. The Board,
supported by the Chief Financial Officer and the Finance
Department, is responsible for the preparation of the financial
statements of the Group. In the preparation of the financial
statements, the Hong Kong financial reporting standards and
the disclosure requirements of the Hong Kong Companies
Ordinance have been adopted, the appropriate accounting
policies have been consistently applied, and reasonable
judgements and estimates are properly made.

The Board aims to present a clear and balanced assessment
of the Group’s performance in the annual and interim
reports to shareholders, and make appropriate disclosure
and announcements in a timely manner. The directors are
not aware of any material uncertainties relating to events
or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

Remuneration of Independent Auditors

The statement of the independent auditors of the Company,
PricewaterhouseCoopers, regarding their reporting
responsibilities on the financial statements of the Group is set
out in the “Independent Auditor’s Report” on pages 42 to 43
of this annual report.

The remuneration paid/payable to PricewaterhouseCoopers
for the provision of audit for the year ended 31 December
2015 was HK$4,283,000 (2014: HK$4,415,000) and no non-
audit services were rendered during the year (2014: nil).

The Audit Committee is responsible for making
recommendations to the Board as to the appointment, re-
appointment or removal of the independent auditors. There
was no disagreement between the Board and the Audit
Committee on the selection, appointment, resignation or
dismissal of the independent auditors of the Company.

(iii) Risk Management and Internal Control

The Board is responsible for risk management and internal
control of the Group and for reviewing its effectiveness.
Such systems are designed to manage rather than eliminate
the risk of failure to achieve business objectives, and can
only provide reasonable and not absolute assurance against
material misstatement or loss. Procedures have been
designed for safeguarding assets against unauthorised use or
disposition, ensuring the maintenance of proper accounting
records for the provision of reliable financial information for
internal use or for publication, and ensuring compliance of
applicable laws, rules and regulations.
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An internal audit department has been established to conduct
risk management and internal audit of the Group. It performs
risk-based audits to review the effectiveness of the Group’s
risk management and internal control systems so as to provide
assurance that key businesses and operational risks are
identified and managed. The work carried out by the Internal
Audit Department reports to the Audit Committee with its
findings and makes recommendations. During the year, the
Board has conducted a review of the effectiveness of the risk
management and internal control systems of the Group.

F. COMPANY SECRETARY
Mr. Cheung Chun Hay has been the Company Secretary of the

28

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.

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 development and
operation, 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.

During the year, Mr. Huang Shun-Tsai, the independent non-
executive director of the Company, was unable to attend the
annual general meeting of the Company held on 20 May 2015
due to his unavoidable business engagements. This was in
deviation from code provision A.6.7 of the CG Code.

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

Annual Report 2015
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(ii) Investor Conferences and Roadshows Attended in

s
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2015 (i) B _F—hiFES 2 REH TR
WG B
Date Event Organiser Location
H i By 50 B0 %
March 2015 Post-results Roadshow Morgan Stanley Hong Kong
SE-HAEER O AR 2 B JEAR £ FH A Fik
Credit Suisse 18th Annual Asian Investment Conference Credit Suisse Hong Kong
B 5+ /\ JiE B 45 i 4 B il
Post-results Roadshow Bank of America Merrill Lynch ~ Singapore
SRR 2 B RHFEM g
May 2015 Bank of America Merrill Lynch Vanity Capital Conference Bank of America Merrill Lynch ~ Singapore
CE-RAELR RREREFENEAE G ES SN I
HSBC's China Conference HSBC Shanghai
B I ftE 2 L
June 2015 KGI Great China Corporate Day KGI Taipei
TER-REAR SRS SRR T SR I adt
UBS Asian Consumer Conference 2015 UBS Hong Kong
B 201550 Y B AT 3 & ik i 4t i
Macquarie Emerging Leaders Corporate Day Macquarie Hong Kong
2 A T B SEL £5¢ i 1 g3 g ik
Bank of America Merrill Lynch Consumer Corporate Day Bank of America Merrill Lynch  Hong Kong
Je R T BAT B A RMFEM i
August 2015 Post-results Roadshow Bank of America Merrill Lynch  Hong Kong
TE-RAENR AR B FHFEM &k
Post-results Roadshow Bank of America Merrill Lynch ~ Singapore
I SE AR 2 B RHFEM g
October 2015 Macquarie Greater China Consumer Corporate Day Macquarie Hong Kong
TER-RETA AR b R B AT B 33t ik

(iii) Constitutional Documents

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

(iii) =/ =M
A R AR 2 ) A A TR R A % A ) SIf7 e S ey o

H. SHAREHOLDERS’ RIGHTS

(i) Convening Extraordinary General Meeting and

H. B S5CHE R

Putting Forward Proposals at General Meetings
Pursuant to Article 57 of the Articles of Association of the
Company, the Board may whenever it thinks fit convene an
extraordinary general meeting. Any two or more members
holding in aggregate not less than 25% of the paid up capital
of the Company can make a written requisition to the Board
or the Company Secretary to convene an extraordinary
general meeting. The written requisition must state the
objects of the meeting and must be signed by the relevant
shareholders and deposited at the principal place of business
of the Company in Hong Kong at 17th Floor, Fung House,
19-20 Connaught Road Central, Hong Kong.

There are no provisions under the Company’s Articles of
Association or the Companies Law, Cap. 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands regarding
procedures for shareholders to put forward proposals at
general meetings other than a proposal of a person for
election as director. Shareholders may follow the procedures
set out above to convene an extraordinary general meeting for
any business specified in such written requisition.
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(ii) Putting Forward Enquiries to the Board
Shareholders may send their enquiries and concerns to
the Board 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.

On behalf of the Board

Chen Ying-Chieh
Chairman and Chief Executive Officer

Hong Kong, 29 March 2016
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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 2015.

Principal activities

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in Note 17 to the financial statements.
The Group is principally engaged in the manufacturing, distribution and
retailing of footwear and accessories in Mainland China.

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 2015 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 44 to 115.

Dividends

The Company did not declare any interim dividend in respect of the year
ended 31 December 2015. The board of directors of the Company does
not recommend the payment of a final dividend in respect of the year
ended 31 December 2015.

Charitable donations
Donations made for charitable purposes by the Group during the year
amounted to HK$2,891,000 (2014: HK$4,863,000).

Land use rights and property, plant and equipment

During the year, the Group acquired land use rights of HK$10,106,000
(2014: HK$25,294,000) and property, plant and equipment of
HK$244,316,000 (2014: HK$549,552,000). Movements in land use
rights and property, plant and equipment of the Group are set out in
Notes 15 and 16 to the financial statements, respectively.

Share capital
Details of the movements in the share capital of the Company during the
year are set out in Note 32 to the financial statements.

Reserves

As at 31 December 2015, the distributable reserves of the Company
amounted to HK$750,658,000 (2014: HK$676,283,000). Movements in
the reserves of the Group and of the Company during the year are set out
in Notes 34 and 41 to the financial statements, respectively.

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.

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 116 of this annual
report.
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Purchase, sale or redemption of shares
Neither the Company nor any of its subsidiaries has 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

(re-elected on 20 May 2015)
(re-elected on 20 May 2015)

Non-executive director
Mr. Kim Jin-Goon (resigned on 22 April 2015)
(with Mr. Lau Wai Kei, Ricky as the alternate)
(resigned on 22 April 2015)

Independent non-executive directors
Mr. Huang Shun-Tsai

Mr. Kuo Jung-Cheng

Mr. Lee Ted Tak Tai

(re-elected on 20 May 2015)

Mr. Kim Jin-Goon and his alternate, Mr. Lau Wai Kei, Ricky, resigned
on 22 April 2015 as the non-executive director of the Company. They
have confirmed that they have no disagreement with the board of
directors and nothing relating to the affairs of the Company needed to be
brought to the attention of the shareholders of the Company.

In accordance with Article 99 of the Company’s Articles of Association,
Mr. Chang Chih-Chiao, Mr. Huang Shun-Tsai and Mr. Lee Ted Tak
Tai shall retire from the office by rotation and, being eligible, 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 2015.

Biographies of directors and senior management
Brief biographies of directors and senior management are set out on
pages 17 to 18 of this annual report.

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.
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None of the directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company which is not determinable within one year without payment of
compensation, other than statutory compensation.

Directors’ material interests in transactions, arrangements
and contracts that are significant in relation to the Group’s
business

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

Directors’ and Chief Executives’ interests and short positions
in shares, underlying shares and debentures of the Company
or any specified undertaking of the Company or any other
associated corporation

As at 31 December 2015, the interests and short positions of each
director and chief executive of the Company 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 of Hong Kong Limited (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
"E HH B BE o AT MG T AT
HELW g it % H J& 13 % H (4 47) JBe A A 43 be
Mr. Chen Ying-Chieh Personal interest 147,740,920 14,000,000 161,740,920 9.81
(Chief Executive Officer) and interest of (Note 1) (Note 2)
WS S (T LA ) controlled (F5E—) (B aE—)
corporation
L HE 5 B 2 45 )
Z A
Mr. Chen Tommy Yi-Hsun Personal interest 176,508,895 - 176,508,895 10.70
WA i S AE and interest of (Note 3)
controlled (M5E=)
corporation
NG WS &S SN
ZHEz
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Notes: Bk

1. Mr. Chen Ying-Chieh has beneficial interest in 147,740,920 shares in the — — [ 3% /% 5 /£ %% # Pushkin Holding Limited# 47 4% 2 ]
Company through Pushkin Holding Limited, a company incorporated in the 147,740,920 1% 173 2 ‘£ 45 HE %45 © Pushkin Holding Limited
British Virgin Islands, in which Mr. Chen Ying-Chieh holds one-third of the T e I L B S s ST 2 A F] o B AR A R A
equity interest. =z R e

2. These interests represented the interests in underlying shares of the Company in =~ #%Z5 4l 25 45 152 T 35 55 2 W OHE T 0 Je 22 AR 2\ W) B I 4y
respect of share options granted to the director. Z KL o

[1]

3. Mr. Chen Tommy Yi-Hsun has beneficial interest in 174,908,895 shares in the B 18 B 56 A 7% W Top Glory Assets Limited# A A& 2

Company through Top Glory Assets Limited, a company incorporated in the 174,908,895 M i 2 B 45 HE 4 © Top Glory Assets Limited
British Virgin Islands, in which Mr. Chen Tommy Yi-Hsun holds one-half of the T O 0 B S s ML 2 AR B B e AR
equity interest. 2 HE o

Save as disclosed above and the “Share Option Scheme” section, as at 4 [ 3¢ Jz [RE B HESH & ] —Hi i @@ 4 > A =&
31 December 2015, none of the directors or chief executive, nor any of —fi4E+ " H =+—H > FEFK FTEITH A B 5
their associates (including their spouses and children under 18 years of % % 2 ATl B 8 A\ £ (3G % 2 BB X 18 L 2
age), had any interests in, or had been granted, or exercised, any rights 7 Zr) i M A5 B 4% 547 (01 o] GRS A N =] ~ 45 Y
to subscribe for shares of the Company, its specified undertakings and 2% K FAH W6 1 B 2 I 00 22 AT ] 6 1) T 280 AR 41 3 2%
its other associated corporations required to be disclosed pursuant to the S 1 & & FI4F tH Pk &7 -

SFO.

At no time during the year was the Company, any of its subsidiaries or i 4F [ AT Aa] IR} [ > AS 23 &)~ H AT ] B8 28 =) B L At
its other associated corporations a party to any arrangement to enable A vk B ME 5T A AT 2k » S A N FIERE K T
the directors and chief executive of the Company (including their — ZEATEL A B (045 % 45 2 W8 18K A T =2 T &) £
spouses and children under 18 years of age) to hold any interests or G AN\ ) 5 H: 15 B 4> 25 ul =5 At AH G 15 131 2 By ~ #H
short positions in shares or underlying shares in, or debentures of, the B iy &5 2 ME# B IR A

Company or its specified undertakings or other associated corporations.
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Substantial shareholders’ interests and short positions in 32 B P SR B oy B hH T iy 2 HE A

shares and underlying shares

The register of substantial shareholders required to be kept under 4% A% 2\ w) 1R 8 35 5 K ] B 16 ] 55 X VIR 2633646k 2 11
Section 336 of Part XV of the SFO shows that as at 31 December & I A7 & 2 R AEFCM TR > ik ZF—HAF
2015, the Company had been notified of the following substantial ~ + . H =+ —H » KA C A& ~ 41 & 2R RE
shareholders’ interests and short positions, being 5% or more of the — #& KIRE (AIAEALA & B AT A S % LA £) - H4E
Company’s issued share capital. These interests are in addition to those i 5 I N 3E LA L T 9 ee A7 B2 5 X - EATHA B

disclosed above in respect of the directors and chief executives. 2SR o
Approximate
Number of % of total
Name of shareholders Capacity Shares * issued shares
4k CBAT
JBe 3K 44 4 2] JBe A B JBAH 43 e
Lucky Earn International Limited Beneficial interests 400,719,995 (L) (Note 1) 24.30
Bt HE 45 (B E—)
Top Glory Assets Limited Beneficial interests 174,908,895 (L) (Note 2) 10.61
B 1 HE 45 (B &E2)
Ms. Chen Jennifer Yi-Chen Interests of controlled 174,908,895 (L) (Note 2) 10.61
W5 3% 4+ corporation (BfFsE=)
CEYNCIPA 0
Mr. Chen Tommy Yi-Hsun Interests of controlled 176,508,895 (L) (Note 2) 10.70
W1 B 5 AR corporation and (BfF5E =)
personal interest
CECYNCIPA 0
LAl N i
Pushkin Holding Limited Beneficial interests 147,740,920 (L) (Note 3) 8.96
Bt HE 45 (M=)
Mr. Chen Ying-Che Interests of controlled 147,740,920 (L) (Note 3) 8.96
Bl 3 etk corporation (B 5 =)
CECYNCIPA £
Mr. Chen Ying-Tien Interests of controlled
o o S A corporation 147,740,920 (L) (Note 3) 8.96
CECYNCIPA £ (f =)
Mr. Chen Ying-Chieh Interests of controlled 161,740,920 (L) (Note 3) 9.81
R etk corporation and (fF5E=)
personal interest
S HELS F 2 HE 4
i A HE 2
Wellington Management Investment manager 148,257,390 (L) 8.99
Group LLP g gicEiil
* The letter “L” denotes a long position in the shares b Yo SCFBETL ) B b o Iy

35



Daphne International Holdings Limited

REPORT OF THE DIRECTORS

Notes:

1. 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.

2. 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 174,908,895 shares of the
Company held by Top Glory Assets Limited.

3. Mr. Chen Ying-Chieh, the executive director and chief executive officer of the
Company, and his two brothers, Mr. Chen Ying-Che and Mr. Chen Ying-Tien,
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 147,740,920 shares of
the Company held by Pushkin Holding Limited.

Saved as disclosed above, as at 31 December 2015, the Company
had not been notified by any person (other than directors and chief
executives of the Company) of any interest and short position in the
shares and underlying shares which were required to be recorded in the
register kept under Section 336 of the SFO.

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 of
directors, 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.
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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.

Any option may be exercised in accordance with the terms of the share
option scheme at any time during a period as determined by the board of
directors, which must not more than 10 years from the date of grant.

Share options do not confer rights on the holders to dividends or to vote
at shareholders’ meetings.

The total number of shares available for issue under the New Scheme is
112,724,238 which is approximately 6.84% of the issued share capital of
the Company as at the date of this annual report.

During the year ended 31 December 2015, no share options were
granted, cancelled or exercised under the share option scheme.
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Details of movements in share options granted under the share option
scheme for the year ended 31 December 2015 were as follows:

o
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REE-F-HEF A=+ HILEE - RIEH
PR HE BB G 2 I R < S B RERE AT

Exercise Outstanding at Lapsed  Outstanding at
price per 1 January during 31 December
Grantees Date of grant share 2015 the year 2015 Exercisable period
Ro% T RoB—Tik
~H—H SSUES S
ES-IN it 1 HIRAT W AAT B ERRM e AT B 7 0 Il
(yyyy/mm/dd) HK$ (yyyy/mm/dd)
VR 1) it R )
(i) Executive director H1T# %
Mr. Chen Ying-Chieh 2010/01/27 6.19 16,000,000 (4,000,000) 12,000,000 2011/01/27 - 2020/01/26
(Chief Executive %icer) (Note 1) (fffzt—)
BRI (FrH AR
2014/01/21 4.50 2,000,000 - 2,000,000 2016/01/21 -2024/01/20
(Note2) (fifaE=)
(ii) Consultant /]
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 3) ([ffsE=)
Tommy Yi-Hsun)
MEREE
(BRBAEZHEANL)
In aggregate 2014/01/21 4.50 1,000,000 - 1,000,000 2015/01/21 - 2024/01/20
%E‘f (Note 4) (zEMT)
(iii) Employees fE4
In aggregate 2010/01/27 6.19 8,795,000 (3,800,000) 4,995,000 2011/01/27 - 2020/01/26
A ?f (Note 5) (st L)
In aggregate 2010/07/22 7.61 1,000,000 (1,000,000) - 2011/04/01 -2020/07/21
&% (Note 6) ([f5E7)
In aggregate 2010/07/22 7.61 300,000 - 300,000  2011/04/01 -2020/07/21
B (Note 7) (Fif&Et)
In aggregate 2011/10/28 8.30 300,000 - 300,000 2012/10/28 - 2021/10/27
(Note 8) (HZEN)
In aggregate 2012/01/11 8.27 700,000 - 700,000  2013/01/11 -2022/01/10
%ﬁf (Note 8) (HfZE/N)
In aggregate 2012/03/20 10.132 2,600,000 - 2,600,000 2013/03/20 - 2022/03/19
’a‘a% (Note 5) (FiFET)
In z}fgregate 2012/07/13 8.214 300,000 (300,000) - 2013/07/13 - 2022/07/12
B (Note 8) (FiFEN)
In aggregate 2014/01/21 4.50 2,480,000 (660,000) 1,820,000 2016/01/21 - 2024/01/20
X (Note 2) (HfzE=)
In aggregate 2014/01/21 4.50 200,000 (200,000) - 2016/04/01 -2024/01/20
B (Note 9) (HfZEIL)
In aggregate 2014/01/21 4.50 440,000 (100,000) 340,000 2017/01/21 - 2024/01/20
%a% (Note 10) (HzET)
44,515,000 (10,060,000) 34,455,000
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Notes:

1. 15% of the share options shall vest on each of the five anniversary dates of
the date of grant and 25% of the share options shall vest, subject to certain
performance targets determined by the board of directors of the Company, on the
fifth anniversary of the date of grant.

2. 100% of the share options shall vest after two years from the date of grant.

3. 15% of the share options shall vest on each of the four anniversary dates of the
date of grant and 40% of the share options shall vest on the fifth anniversary date
of the date of grant.

4. 100% of the share options shall vest after one year from the date of grant.

5. 20% of the share options shall vest on each of the five anniversary dates of the
date of grant.

6. One-fifth of the share options shall vest on each anniversary with the first
tranche starting on 1 April 2011.

7. One-third of the share options shall vest on each anniversary with the first
tranche starting on 1 April 2011.

8. One-third of the share options shall vest on each of the three anniversary dates of
the date of grant.

9. 100% of the share options shall vest on or after 1 April 2016.

10.  100% of the share options shall vest after three years from the date of grant.

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. The eligible recipients who
are granted with such incentive do not actually hold the shares, and do
not have any rights as the shareholders such as voting rights or rights to
dividends. Therefore, this does not affect the total number of the shares
of the Company outstanding and will not result in any dilution effect on
the shares of the Company.

Upon exercise of the SARs, the eligible recipients 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.

Under the SAR Plan, the exercise price of the SAR shall be determined
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.
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The SARs granted pursuant to the SAR Plan is valid for 10 years from
the date of grant and upon the expiry of which all unexercised SARs
shall automatically lapse.

Under the terms of the grant, the outstanding SARs are subjected to a
vesting period of one to three years from the date of grant. The exercise
price is from HK$4.50 to HK$6.19 per unit.

During the year ended 31 December 2015, no SARs were granted,
cancelled or exercised under the SAR Plan.

Details of movements in the SARs granted under the SAR Plan for the
year ended 31 December 2015 were as follows:

Annual Report 2015

o

HRAE 03 3 (MR8 3T 2 e s (A i 2 T H
A FE AR B AR R A SO0 e AR T A R
AT 8 2 e A7 8 B MRS 1 58 SR

MR R > W ARAT R 2 B B (A HEZE AT & 4%
HH IR — & = 4E 2 BB - HATEE A9 1034.50
WICE6.19% T ©

REE-Z-HFE+ A=+t —HILFEER > K
P 38 ECRE AR DR P 0 3 (ECRE G B2 )~ RS AT 08 -

PEE - -HFEF A=+t HILEER > R
P 384 (ELRE T U2 £ 2 JB 0 8 (ELHE 2 S B eI A T

Outstanding Lapsed Outstanding
at 1 January during at 31 December
Grantees 2015 the year 2015
/A= S T /A= S 1
—H—H +ZA=+—H
SN i AR AT ENER i AR AT
(i) Executive directors HiTHEHE
Mr. Chang Chih-Chiao SR A 6,100,000 (1,375,000) 4,725,000
Mr. Chang Chih-Kai SR P 7,100,000 (1,625,000) 5,475,000
Mr. Chen Tommy Yi-Hsun W16 i S e 3,000,000 (1,000,000) 2,000,000
(ii) Employees =
In aggregate &t 6,600,000 (60,000) 6,540,000
22,800,000 (4,060,000) 18,740,000
Management contracts BHAEH

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 largest
and 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 23% 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.
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REPORT OF THE DIRECTORS

Sufficiency of public float

Based on the information that is publicly available to the Company and
within the knowledge of the directors of the Company throughout the
year ended 31 December 2015 and up to the date of this annual report,
the Company has maintained a sufficient public float of more than 25%
of the Company’s issued shares as required under the Listing Rules.

Auditor

PricewaterhouseCoopers shall retire as auditor of the Company, and
being eligible, offer themselves for re-appointment. A resolution for re-
appointment of PricewaterhouseCoopers as auditor of the Company will
be proposed at the forthcoming annual general meeting of the Company.

On behalf of the board of directors

Chen Ying-Chieh
Chairman and Chief Executive Officer

Hong Kong, 29 March 2016
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INDEPENDENT AUDITOR’S REPORT

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
set out on pages 44 to 115, which comprise the consolidated balance
sheet as at 31 December 2015, 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 financial position of the Company and its subsidiaries
as at 31 December 2015, and of their financial performance and cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies

Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 March 2016
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CONSOLIDATED INCOME &5 WA R
STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2015 BE_F—-HET_H=1+—HIL4EE
2015 2014
=FhE TN
Note HKS$’ 000 HK$’ 000
i T Tt
Turnover e 5 8,379,095 10,355,616
Cost of sales F & A (3,654,366)  (4,618,058)
Gross profit EF 4,724,729 5,737,558
Other income HoAb g A 6 66,004 83,883
Other losses — net Hoph s 48 — 1548 7 (65,334) (24,761)
Selling and distribution expenses BB T o3 8 B 3 (4,695,995)  (5,042,300)
General and administrative expenses — & B AT BB 32
Factories relocation expenses T & % BA S 8(a) (117,283) -
Other general and administrative expenses Hoth — 8 B A7 BUBH ¢ (409,744) (491,984)
(527,027) (491,984)
Operating (loss)/profit e (kEi8) A 8 (497,623) 262,396
Finance costs BB AR 9 (12,059) (33,837)
Share of losses of associates and JRE A B 7 N ) B
joint ventures W K 18,19 (2,778) (7,219)
(Loss)/profit before income tax Ik A S BT (s 18) B (512,460) 221,340
Income tax credit/(expense) g BLAE 5, (B S) 10 132,373 (39,191)
(Loss)/profit for the year ER (1R B (380,087) 182,149
Attributable to: PATF & 7 IEAG -
Owners of the Company ANFHEA N (378,888) 176,031
Non-controlling interests I 2 i PE A 4 (1,199) 6,118
(380,087) 182,149
(Loss)/earnings per share, B B A T 4 v
basic and diluted (HK cents) (B52) /& A (sl 11 (23.0) 10.7

The notes on pages 50 to 115 are an integral part of these consolidated #5502 115 Z Bif 5T /i A &5 & WA 55 ek 2 L ALAR Ay o

financial statements.
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CONSOLIDATED STATEMENT OF R0 A A R
COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2015 BEEZ-RETH=T—HILEE
2015 2014
SR -RE T IE
HK$’ 000 HKS$’ 000
Tt Fis T
(Loss)/profit for the year N (R B A (380,087) 182,149
Other comprehensive (loss)/income HoAth 210 (E548) ikt

Item that may be reclassified subsequently AARBEEF S HEBRAENIEE -

to profit or loss:

Currency translation differences iEE 53, 2 %A (437) 81
Item that will not be reclassified AR HEE S EEEGNEE -

subsequently to profit or loss:

Currency translation differences [ifE 50, 7= %8 (226,591) (125,138)
Total comprehensive (loss)/income FERAE (BRI % R

for the year (607,115) 57,092
Attributable to: DL 4% 5 HEAG

Owners of the Company /NI ZEN (600,183) 53,998

Non-controlling interests FE 152 i MEAE 25 (6,932) 3,094

(607,115) 57,092

The notes on pages 50 to 115 are an integral part of these consolidated #5505 115 B 2 M 5 5 4= 45 & FA B 3 2 SRR Ay o

financial statements.
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CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2015

A RERAEE
e S R

2015 2014
ZF-hfE “F-NE
Note HKS$’ 000 HK$’ 000
B 5T T#x THETT
Non-current assets I B
Intangible assets Y G E 14 66,715 78,948
Land use rights - b {5 RE 15 80,136 76,509
Property, plant and equipment L/ ERN & ] 16 1,190,401 1,377,485
Interests in associates QNP 18 2,007 2,214
Interests in joint ventures &SRR 19 2,028 4,071
Available-for-sale financial asset AL 4 il E 20 374 374
Deposits paid for acquisition of land use S i - b RE S 2 -
rights and property, plant and equipment RS  PARDE & 119 26,750
Long-term rental deposits and prepayments 1% B FH 4 4 4 R FEAS 3K IE 125,287 163,780
Deferred income tax assets I 4E JIT A5 B T G 35 334,136 177,753
1,801,203 1,907,884
Current assets T8 &
Inventories i 21 2,091,619 2,273,330
Trade receivables B 5 MEC IR 3K 22 237,874 326,555
Entrusted loans ZEREEN 23 - 3,070
Other receivables, deposits and Ho At UK
prepayments e T T AT R IA 24 1,475,031 1,552,393
Income tax recoverable ] i ] i 15 B IE 65,886 68,503
Derivative financial instrument i 4 T H 25 15,919 -
Structured bank deposits GRAT 45 W AE K 26 = 1,064,716
Pledged bank deposits TR AT SR AT A7 3K 27 3,225 6,928
Cash and cash equivalents Bl B4 E Y 28 1,072,401 457,034
4,961,955 5,752,529
Current liabilities it B B
Trade payables B 5 REAT AR 3K 29 982,616 1,005,154
Other payables and accrued charges JFL Al R AT B R B IRE = 442,053 550,935
Current income tax liabilities RV B 5 B AL fR 50,387 55,535
Convertible bonds ] i 30 - 680,716
Bank loans — unsecured AT B — ML 31 620,792 96,460
2,095,848 2,388,800
Net current assets i I B= Y RE N[N 2,866,107 3,363,729
Total assets less current liabilities A 7 ok U ) B 4,667,310 5,271,613
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CONSOLIDATED BALANCE SHEET O EREARER

AS AT 31 DECEMBER 2015

R F-REF A=+ —H

2015 2014
SR -RE T IE
Note HKS$’ 000 HK$’ 000
B 5 T 0 T T

Equity attributable to owners of the Company 482\ @ ¥ A A M {5 4 25
Share capital Jie A 32 164,914 164,914
Reserves Tt 6 34 4,297,701 4,893,038
4,462,615 5,057,952
Non-controlling interests T4 Tl MM AR 186,511 194,439
Total equity HUHE 25 4,649,126 5,252,391

Non-current liabilities E =R

Deferred income tax liabilities IR A P15 B JH A R 35 18,094 19,132
Other non-current liability HoAth 3F i B & 90 90
18,184 19,222
Total equity and non-current liabilities MRS I JE R AE 4,667,310 5,271,613

The consolidated financial statements were approved by the board of

directors on 29 March 2016 and were signed on its behalf. H b e AR s -
CHEN YING-CHIEH CHANG CHIH-KAI
B A R
Director Director
HH HH

The notes on pages 50 to 115 are an integral part of these consolidated

financial statements.

BOMBERRCEERGR T - RNE=ZH
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CONSOLIDATED STATEMENT OF OB E
CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2015 BEZFZ—HFE+_A=Z+—HILEE
Attributable to
owners of the Company
AR 2PN 3
Non-
Share controlling
capital Reserves interests Total
I e il 1
i A it e % At
Note HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
ik Tt T Fi#x T
At 1 January 2014 WoE—NE—~H—H 164,914 4,878,808 206,107 5,249,829
Profit for the year A N LR - 176,031 6,118 182,149
Currency translation differences BEE 50,75 % - (122,033) (3,024) (125,057)
Total comprehensive income e ey ] - 53,998 3,094 57,092
Dividends Ji& B - (90,703) (1,456) (92,159)
Share option scheme: Sl PR T )

Value of grantee services RN R E (E 33 - 12,999 - 12,999
Recognition of the convertible bonds i % 7] 4 it & 5 30 - 24,627 - 24,627
Changes in ownership interests in A J 7| B e A i

subsidiaries without change of B Jeg 2 ) A

control 4 2 ) 39 - 13,306 (13,306) -
Write-back of unclaimed dividends  # [7] A 4H % & - 3 -

Total transactions with owners SR N2 5 M - (39,768) (14,762) (54,530)
At 31 December 2014 REF-NEFZH=+—H 164,914 4,893,038 194,439 5,252,391
Loss for the year 5 TR s 15 - (378,888) (1,199) (380,087)
Currency translation differences i 50, 7% 3 - (221,295) (5,733) (227,028)
Total comprehensive loss AT e AR A - (600,183) (6,932) (607,115)
Dividends i KL - - (996) (996)
Share option scheme: B PR R )

Value of grantee services RN E (E 33 = 4,846 = 4,846
Total transactions with owners A A\ 5 - 4,846 (996) 3,850
At 31 December 2015 RoF—-REFZA=1+—H 164,914 4,297,701 186,511 4,649,126

The notes on pages 50 to 115 are an integral part of these consolidated 55507 1155 2 M 51 £ A %5 G W 55 3k 2 S0 BGHRA ©

financial statements.
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CONSOLIDATED CASH FLOW
STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2015

OaBlehm®

RO We WOMR B A R A A

BE X -HHE+_H=2"1—HIL4EE

2015 2014
SR -RHE F U4
Note HKS$’ 000 HKS$’ 000
liF: T#T T
Operating activities KB
Cash generated from operations BEEAZ S 36 46,932 781,257
Income tax paid EERPIREY) (41,515) (113,478)
Net cash generated from operating activities K T B A 2 B VR AR 5,417 667,779
Investing activities P& B
Interest received C s FR 29,214 41,566
Acquisition of land use rights and property, Wi T Lt P HE R 2
plant and equipment i 5 B Al (301,506) (517,834)
Contribution of capital to joint ventures M A ERERE - (100)
Proceeds from disposal of property, BV - K
plant and equipment T WK 5,518 1,562
Acquisition of a license right WS e 0 ) M = (973)
Entrusted loans made to suppliers Ii) 46 1 R 1 M Y 22 ST - (256,300)
Repayment of entrusted loans by suppliers 48 JRE P 1 9 2 HE K 3,031 355,662
Decrease/(increase) in structured bank SRAT HE R A
deposits (34m) 1,016,862 (435,783)
Decrease/(increase) in pledged bank O SR AT 77 3
deposits (3 m) 3,393 (2,415)
Decrease in bank deposits with maturity 7 =l A~
over three months SRAT R - 31,885
Net cash generated from/(used in) waiEEHEL ()
investing activities Z Bl & AR 756,512 (782,730)
Financing activities il 5 T )
Dividends paid CAT AL = (90,703)
Dividends paid to non-controlling interests B AsF I 8 7 1 A £ I S (996) (1,456)
Interest paid CATFLE (5,148) (1,645)
Proceeds from bank loans AT B R Z Wk 600,792 315,640
Repayment of bank loans R RIT B (76,460) (336,180)
Redemption of convertible bonds g [o] m $2 A% 1 5 (695,464) -
Net cash used in financing activities il BB i P 2 B R (177,276) (114,344)
Increase/(decrease) in cash and cash W4 R G5 EY
equivalents Ham Ceb) 584,653 (229,295)
Cash and cash equivalents as at H—HA—HZB &K
1 January BESEY 457,034 699,321
Effect of foreign exchange rate changes [T 2 58 B 0 2 30,714 (12,992)
Cash and cash equivalents as at Rt HA=+—B2Z2#H%
31 December L B 28 1,072,401 457,034

The notes on pages 50 to 115 are an integral part of these consolidated

financial statements.
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NOTES TO THE FINANCIAL STATEMENTS B4 % #t £ B} 3

50

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 and
accessories in Mainland China.

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.

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
judgment in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgment
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are
disclosed in Note 4.
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NOTES TO THE FINANCIAL STATEMENTS

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(a) Basis of preparation (Continued)

@

(i)

(iii)

Amendments to standards effective and adopted by the
Group in 2015

HKAS 19 (2011) Defined Benefit Plans:

(Amendment) Employee Contributions
HKFRSs (Amendment) Improvements to HKFRSs (2010-2012)
HKFRSs (Amendment) Improvements to HKFRSs (2011-2013)

The adoption of these amendments has no material
impact on the results and financial position of the
Group.

New Hong Kong Companies Ordinance (Cap. 622)

In addition, the requirements of Part 9 “Accounts and
Audit” of the new Hong Kong Companies Ordinance
(Cap. 622) come into operation during the financial
year, as a result, there are changes to presentation and
disclosures of certain information in the consolidated
financial statements.

New standards and amendments to standards that
have been issued but are not yet effective and not early
adopted by the Group

HKAS 1 (Amendment) Disclosure Initiative !

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

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

HKAS 27 (Amendment) ~ Equity Method in Separate Financial

Statements '

HKEFRS 9 Financial Instruments >

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

Joint Venture !
Investment Entities: Applying the
Consolidation Exception '

HKEFRS 10, HKFRS 12
and HKAS 28
(Amendment)

HKEFRS 11 (Amendment) ~ Accounting for Acquisitions of Interests

in Joint Operations '

HKERS 14 Regulatory Deferral Accounts '

HKEFRS 15 Revenue from Contracts with Customers *

HKFRSs (Amendment) Improvements to HKFRSs (2012-2014) !

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

2 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 a position to comment on the impact on the results
and the financial position of the Group.
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2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(b) Consolidation
The consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made up
to 31 December.

52

@

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.

Intra-group transactions, balances, income and
expenses on transactions between group companies
are eliminated. Profits and losses resulting from
intercompany transactions that are recognised in
assets are also eliminated. Unrealised losses are also
eliminated unless the transaction provided evidence
of an impairment of the transferred asset. Accounting
policies of subsidiaries have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

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.
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NOTES TO THE FINANCIAL STATEMENTS  BA %% 3 75 Bt 3%

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(b) Consolidation (Continued)

@

(i)

(iii)

Subsidiaries (Continued)

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.

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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2 PRINCIPAL ACCOUNTING POLICIES
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(CONTINUED)

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

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 balance sheet 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 consolidated
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.

Gains 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 joint
ventures. Joint ventures are accounted for using the
equity method.
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2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(b) Consolidation (Continued)

(iii)

Associates and joint arrangements (Continued)

Under the equity method of accounting, interests in joint
ventures are 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 ventures (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
ventures.

Unrealised gains on transactions between the Group
and its joint ventures are 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. Accounting
policies of the joint ventures have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

(c) Foreign currency translation

@

(i)

(iii)

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.

Group companies

The results and financial position of all the Group’s
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;
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2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(c) Foreign currency translation (Continued)
(iii) Group companies (Continued)

56

—  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.

(e)

Intangible assets

(1)

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 of disposal. Any impairment
is recognised immediately as an expense and is not
subsequently reversed.
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2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(e)

()

(g)

Intangible assets (Continued)

(ii) 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 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.

(iii)

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 20 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.
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2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

58

(2)

(h)

(@

Property, plant and equipment (Continued)
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.

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.
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Financial assets (Continued)

Classification (Continued)

(i) Financial assets at fair value through profit or 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.

(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
and cash and cash equivalents (Note 2(m)) in the
balance sheet.

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.

(iii)

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.
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(@

Financial assets (Continued)

Recognition and measurement (Continued)

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 — 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.

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 indicates 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.
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(k)

Financial assets (Continued)

Recognition and measurement (Continued)

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.

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. The legally enforceable
right must not be contingent on future events and must be
enforceable in the normal course of business and in the event
of default, insolvency or bankruptcy of the Group or the
counterparty.

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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U]

(m)

(n)

(o)

(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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2  PRINCIPAL ACCOUNTING POLICIES
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(p) Borrowings and borrowing costs (Continued)

(ii) Borrowing costs (Continued)

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 consolidated
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.

(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.
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(r)

Current and deferred income taxes (Continued)

(i)

(iii)

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.

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.
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2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(s) Employee benefits

@

(i)

(iii)

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.

Share-based compensation

Equity-settled share-based payment transactions
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.
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2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

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

66

(iv)

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.

Cash-settled share-based payment transactions

For cash-settled share-based payment transactions, the
Group measures the services acquired and the liability
incurred at the fair value of the liability. Until the
liability is settled, the Group remeasures the fair value
of the liability at the end of each reporting period and
at the date of settlement, with any changes in fair value
recognised in profit or loss for the period.

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 balance sheet date are
discounted to their present value.
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2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(s)

(®)

(u)

Employee benefits (Continued)

(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.

Revenue recognition

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, when 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.
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2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

(u) Revenue recognition (Continued)

(i)

(iii)

(iv)

(v)

(vi)

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.

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.

Franchise and royalty income

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

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

Dividend income
Dividend income is recognised when the right to receive
payment is established.

(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.

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 of directors and the shareholders of the
Company, where appropriate.
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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 of directors.

®

(i)

Foreign exchange risk

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

The Group manages its foreign exchange risk by
performing regular reviews of the Group’s net foreign
exchange exposures and has entered into a forward
foreign exchange contract to hedge the foreign exchange
risk arising from the US$-denominated bank loans.

As at 31 December 2015, if the RMB had strengthened/
weakened by 5% against the HKS$ or the US$ with
all other variables held constant, the loss for the year
would have decreased/increased by approximately
HK$1,353,000 (2014: profit for the year would have
decreased/increased by approximately HK$3,013,000)
as a result of the translation of HK$ and US$
denominated receivables, cash and bank balances,
payables and bank loans.

Cash flow and fair value interest rate risk

The Group is exposed to cash flow interest rate risk
mainly arising from bank deposits and short-term bank
loans 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 2015, if the interest rate had
increased/decreased by 100 basis points with all other
variables held constant, the loss for the year would have
decreased/increased by approximately HK$8,424,000
(2014: profit for the year would have increased/
decreased by approximately HK$15,287,000).
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3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

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

70

(iv)

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.

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 2015 and 31 December 2014,
substantially all the Group’s bank deposits, including
structured bank deposits, pledged bank deposits 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 2015, the Group had
unutilised banking facilities of HK$158,295,000 (2014:
HK$61,555,000).
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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.
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Within Between
1 year 1 and 5 years Total
—4EN —Z A Ha gt
HKS$’ 000 HK$’ 000 HK$’ 000
Tt Tkt Tt
At 31 December 2015 W ZE— A
+-A=+—H
Trade payables 2 5y AT IR 3K 982,616 = 982,616
Other payables HC Ath, B A5 B R 392,766 90 392,856
Bank loans — unsecured SRAT B K — HEHE 7 622,847 = 622,847
1,998,229 90 1,998,319
At 31 December 2014 A YA
+=HA=+—0H
Trade payables 5 5 REAT BR K 1,005,154 - 1,005,154
Other payables L Ath A R K 518,553 90 518,643
Bank loans — unsecured SRAT R — AR 96,460 - 96,460
Convertible bonds Al 4 A 5 687,720 - 687,720
2,307,887 90 2,307,977

As at 31 December 2015 and 2014, the majority of
the financial liabilities included in the maturity group
“within 1 year” will mature within 3 months.

(b) Fair value estimation of financial instruments
Financial instruments carried at fair value are measured
according to the levels of the fair value hierarchy defined as
follows:

(1)

(i)

(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).

The Group does not have any financial instruments that are
traded in active markets.
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3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

(b) Fair value estimation of financial instruments

72

(c)

(Continued)

At 31 December 2015, the Group’s derivative financial
instrument was measured by level 2 of fair value hierarchy
(2014: Nil).

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 2015 and 31 December 2014, 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 2015.

The fair value of available-for-sale financial asset is
determined by using various valuation techniques. The Group
uses its judgment 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.

There were no transfers between all levels during the year.

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 2015, the Group has a net cash position
and the aggregate balances of bank deposits and cash and
cash equivalents exceeded the balance of bank loans by
approximately HK$454,834,000 (2014: 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).
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGMENTS

Estimates and judgments 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

4

o 32 Gt A Wt B OH B

A AR L S o 1 KB I HAB R R > L 4G K85 R
A B DU & BT PSR B A 2 A FR AR
EREICRPSEE]

7S SR AR A R R AR

Al A

B P A 2 gt il et D B B 2 B R4S
RAR] o A R Ja g € R B 2 R E
USSU P LR PN L AP ST

adjustment to the carrying amounts of assets and liabilities within ey o
the next financial year are discussed below.
(a) Depreciation and amortisation (a) 8 % &

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.

BB LA R RO A T 3 - RS
i S BT B > T I A HE A5 1Y A 97 ) i
At o i AL R A KA
BR T8 T o B IR T (8 4R
WA AR AR A SR UL T BT I8 8
M > SR R SO O g S
T A L BB T S o T R A I 4 )
B S [ TR Al AT (8 A o s B B e
(o 3 85 A S0 o B A Y > DAL T (o R A B ] 2
Pres,BRG B S BL A )

(b) Impairment of non-financial assets (b) JE 4 i & WAL
The Group tests annually whether goodwill has suffered any 7 A 1 AR 0 G R A AT AT R (B
impairment (Note 14). Other non-financial assets including FE14) o HAhIF SRl EE Sy ¥ -~ BE &
property, plant and equipment, leasehold land and land use R~ AH B b e o o RE e At TR
rights and other intangible assets are reviewed for impairment Y - e ST B R A L BUR R aedi
whenever events or changes in circumstances indicate that W TR L IR SEE AT 78 A o T i [l 4 30 T 4% 0
the carrying amount may not be recoverable. The recoverable AR B2 P8 R0 B AR B0 o R4 S T
amounts have been determined based on value-in-use AL B RE A KA L o
calculations or fair value less costs to sell. These calculations
require the use of judgments and estimates.

(c) Net realisable value of inventories (c) BV & HEFMH

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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4 CRITICAL ACCOUNTING ESTIMATES
AND JUDGMENTS (CONTINUED)

(d) Income tax

74

(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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4 CRITICAL ACCOUNTING ESTIMATES 4 HEEGHFEF A ()

AND JUDGMENTS (CONTINUED)

(f) Restructuring provision

The Group has planned and implemented certain
restructuring exercises and programmes. Significant
judgment is required in determining the costs of restructuring.
The Group estimates the restructuring provision based on
the estimated redundancy costs and other factors such as
the costs for closing down of plants and offices. Where the
restructuring costs incurred are different from the original
estimates, such difference is recognised in the consolidated
income statement in the period in which the restructuring
costs are incurred.

SEGMENT INFORMATION

The Group is principally engaged in the manufacturing,
distribution and retailing of footwear and accessories.

The CODM has been identified as the executive directors. The
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.

The 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 2015 and 2014.

The Group’s non-current assets, excluding deferred income tax
assets, are mainly located in Mainland China.
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The following is an analysis of the Group’s revenue and results by
reportable segment as reviewed by the CODM:

St 255 e 3 B

5 JrabE R ()
DA e 5 A SR % 9 D 2 A A 4 T

L PSS E S

Annual Report 2015

#r

Core brands Other brands ~ Manufacturing Inter-segment
business business business elimination Group
BRSNS PR i KM
HK$’ 000 HK$’000 HK$’000 HKS$’ 000 HK$’000
Tl T Tt Tt Tt
Year ended 31 December 2015 KEZR 04
TIAZ-H LR
Revenue from external customers BHEF s 7,521,043 832,650 25,402 = 8,379,095
Inter-segment revenue I e i 199,117 - 822,703 (1,021,820) -
Total segment revenue Ly nili6 7,720,160 832,650 848,105 (1,021,820) 8,379,095
Segment results SRS (362,364) 1,340 (105,955) (4,954) (471,933)
Amortisation of intangible assets LA (5,079)
Impairment of an intangible asset ~ #J¥ B Wi {H (4,000
Corporate income HERA 9,205
Corporate expenses L (25,816)
Operating loss HEER (497,623)
Finance costs B A (12,059)
Share of losses of associates and HEG B A 7 R s
joint ventures PEZER (2,778)
Loss before income tax FRRES ] (512,460)
Other information for disclosure: LM {% B & B :
Amortisation of intangible assets B EE B - 5079 - - 5079
Impairment of an intangible asset LSA A - 4,000 - - 4,000
Amortisation of land use rights Ew Uil d 3 1,174 = 1,264 = 2,438
Depreciation of property, plant UESY T i
and equipment 285,366 8,124 21,900 - 315,390
Impairment of property, plant VEN Y ET T
and equipment 4,383 - 13,439 - 17,822
Capital expenditure BARL 253,730 7,186 39,990 - 301,506
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5 SEGMENT INFORMATION (CONTINUED) 5 ZaB%& kR (4)

Core brands Other brands Manufacturing Inter-segment
business business business elimination Group
BOmIBER AR RS UK REH
HKS’ 000 HK$’ 000 HK$ 000 HK$’ 000 HK$’ 000
T T T Tt T
Year ended 31 December 2014 BWE_E -4
ToAZT-HEER
Revenue from external customers ¥ 50 % F i 9,303,190 838,445 213981 - 10,355,616
Inter-segment revenue piililen 189,457 - 1,047,470 (1,236,927) -
Total segment revenue Al g 9,492,647 838,445 1,261,451 (1,236,927 10,355,616
Segment results IR 205,172 17,909 58,748 (8.493) 293,336
Amortisation of intangible assets LSAY3 4 (5,134)
Corporate income [EION 9,605
Corporate expenses X (35,411)
Operating profit B 262,396
Finance costs B A (33,837)
Share of losses of associates and TE B AT R s
joint ventures PEZEH (7219)
Profit before income tax 3 B 75 8 2 221,340
Other information for disclosure: LIRE T o
Amortisation of intangible assets TG B - 5,134 - - 5,134
Amortisation of land use rights T3 RS 732 - 1,003 - 1,735
Depreciation of property, plant VESY T i
and equipment 267,292 12,122 22,022 - 301,436
Impairment of property, plant VEN V& 11
and equipment 3441 395 - - 3,836
Capital expenditure BARL 466,077 9,132 43,698 - 518,907
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The following is an analysis of the Group’s assets and liabilities by
reportable segment as reviewed by the CODM:

78
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VAR F o 25 22 508 P 3 o B 2 A 4 1] 4% T
o B 2 EE KA AT

Core brands Other brands Manufacturing

business business business Group
AN E S Al i RS T G AL
HKS$’ 000 HKS$’ 000 HKS$’ 000 HK$’ 000
T# T T# T#

As at 31 December 2015 /A Sk 1K

+ZA=Z+—H

Segment assets VA E 5,590,887 380,196 291,107 6,262,190
Goodwill [k 15,079 - - 15,079
Other intangible assets o Y B - 51,636 - 51,636
5,605,966 431,832 291,107 6,328,905
Interests in associates N A 2 R g 2,007
Interests in joint ventures NEEEEL R 2,028
Available-for-sale financial asset 1] Hi 8 4 il & & 374
Deferred income tax assets WAL B IHE 334,136
Derivative financial instrument eI H 15,919
Corporate assets P¥EEE 79,789
Total assets MR 6,763,158
Segment liabilities 7 bR 1,151,206 128,470 165,118 1,444,794
Deferred income tax liabilities IRIE P B HLIE A R 18,094
Corporate liabilities AR 651,144
Total liabilities FLy-R s 2,114,032
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5 SEGMENT INFORMATION (CONTINUED) 5 4r# % B ()
Core brands Other brands Manufacturing
business business business Group
AN E HoA 5 R 3E TS s ¥R AL
HKS’ 000 HK$’ 000 HKS’ 000 HKS’ 000
T T T T
As at 31 December 2014 RoF—NE
TZA=+—H
Segment assets b E 6,409,630 505,702 409,611 7,324,963
Goodwill i 2 15,079 - - 15,079
Other intangible assets HAb 4Ty - 63,369 - 63,869
6,424,729 569,571 409,611 7,403,911
Interests in associates TR ) 2 R 2,214
Interests in joint ventures NEx-g( FaiEn 4,071
Available-for-sale financial asset 7 8 4 [ B 7 374
Deferred income tax assets T ERIEE E 177,753
Corporate assets E¥EE 72,090
Total assets G 7,660,413
Segment liabilities R 1,252,360 65,364 230,956 1,549,180
Deferred income tax liabilities A P 15 B A AR 19,132
Convertible bonds ] 4 A 5 680,716
Corporate liabilities Mo S 158,994
Total liabilities maf 2,408,022
6 OTHER INCOME 6 At A
2015 2014
SR FAE E A
HK$’ 000 HKS$’ 000
T T HETT
Franchise and royalty income i HE B BB HEIA 7,718 8,217
Government subsidies BT A6 B 6,208 14,647
Gross rental income *ﬁ% PN 1,885 1,820
Interest income LA 29,214 47,118
Others HoAt 20,979 12,081
66,004 83,883
7 OTHER LOSSES - NET 7 HAth)EsiE—F
2015 2014
ZE R XU
HK$’ 000 HK$’ 000
T ¥ 7 Tt
Fair value gain on a derivative i AE 4 il T B 2 A SPAE (U 25
financial instrument i 16,449 3,145
Impairment of an intangible asset IETE 2 ek (4,000) -
Impairment of property, plant W3~ W7 B ok e
and equipment (17,822) (3,836)
Loss on disposal of a subsidiary o B — g 2\ 2 s AR = (580)
Loss on disposal of property, WY W Bk 2 1R
plant and equipment B (35,394) (22,036)
Net exchange loss T 52, s 18 V5% 4 (24,567) (1,454)
(65,334) (24,761)
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8 OPERATING (LOSS)/PROFIT 8 & UEH) EA
Operating (loss)/profit is stated after charging the following: M (k1) /BRI C IR T4 %A
2015 2014
e Sk Y S S S
HK$’ 000 HK$’ 000
T-# 70 T T
Amortisation of land use rights {7 ) REE 4 Y 2,438 1,735
Amortisation of license rights R A8 R A 2,644 2,651
Amortisation of trademarks e A 2,435 2,483
Auditors’ remuneration 1% SRl T 4 4,907 5,441
Cost of inventories sold, including BB R A
provision for slow-moving 45 W 6 A
inventories of HK$216,900,000 216,900,000 7C
(2014: write-back of provision for (ZF—IU4F - a7 &
slow-moving inventories of B4 1P1119,751,000% T)
HK$119,751,000) 3,292,164 4,069,662
Depreciation of property, plant W BB R BT

and equipment 315,390 301,436
Employee benefits expense (Note 13) 1 B4R A BA ST (B aE13) 1,325,482 1,504,278
Net provision for impairment of 5 G IR WA U 4 45 1 A

trade receivables 862 48
Operating lease rentals (including b R 2 SR A B

concessionaire fees) in respect of (45 7 55 5 R 8 B )

land and buildings 2,434,023 2,584,209
Note: [k 5T -
(a)  During the year, the Group recognised one-off manufacturing business (a) AN > AS S [l T R RS i R R 2 — R e Y

restructuring costs of approximately HK$141,094,000 in relation to
the relocation of several factories. Included in the restructuring costs
was staff redundancy cost of HK$117,283,000 which was recognised
in “general and administrative expenses”, provision for inventories of
HK$10,372,000 which was recognised in “cost of sales” and impairment
of property, plant and equipment of HK$13,439,000 which was
recognised in “other losses — net”.

i 2L AL F £9141,094,000% 00 > EALE A P
A5 A T— M B AT BB 3 ) WERR W B LA ot
117,283,00095 7G> 14 [ 85 B WA ) i 58 10 47 15 43 1§
10,372,00095 7 K 7 T HoAth s 18— 15 48 | fesB i 3% -
TR B A (B 13,439,000 7T o

9 FINANCE COSTS 9 MBBHA
2015 2014
Z®-fE TN
HKS$’ 000 HKS$’ 000
Tt T
Interest on convertible bonds AL A 5 R S 6,911 32,192
Interest on bank loans SRAT A B 5,148 1,645
12,059 33,837
10 INCOME TAX CREDIT/(EXPENSE) 10 FrfgBiik 4, (B %)
2015 2014
—EB-hgE —F-NUF
HKS$’ 000 HK$’ 000
T FH T
Current income tax BI1HA Jor 45 0 Bl 15 (34,561) (75,421)
(Under)/over provision in prior years WA (A L) BB (2,391) 235
Deferred income tax (Note 35) R A0E T A5 B0 B I (B 5E35) 169,325 35,995
132,373 (39,191)
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10 INCOME TAX CREDIT/(EXPENSE) 10 FifFBiiks, (P %) (%)

(CONTINUED)

The income tax on the Group’s (loss)/profit before income tax

ASEEA BRI BUET s 1) BRI 2 B A9 B

differs from the theoretical amount that would arise using the BRLARR 2 BR A 4R T BT 2 7 PR M B R T AR
applicable domestic tax rates of the Group entities as follows: Zfi L JH 2 SRR
2015 2014
ZERE E U
HKS$’ 000 HKS$’ 000
F# T o
(Loss)/profit before income tax P BLET (E518) & A (512,460) 221,340
Add: share of losses of associates e BEAL A E RS R
and joint ventures 2,778 7,219
(509,682) 228,559
Income tax calculated at domestic T A5 I M Iy A B R 2
tax rates applicable to profits in LB A TR
the respective places 138,111 (43,271)
Income not subject to tax TR H BB 42,760 47,485
Expenses not deductible for tax purposes /A~ A 411 ﬁi B =2 (20,710) (25,473)
Tax losses for which no deferred tax oA T 5R R AE ol JE T 7E 2 ol I e 4R
asset was recognised (508) (526)
Other temporary differences for which AR AR T B IHE A 2
no deferred tax asset was recognised A B e B (16,347) -
Utilisation of previously unrecognised B R R TR 2 B S 1R
tax losses 1,096 1,266
(Under)/over provision in prior years WA (B AL BB (2,391) 235
Derecognition of previously recognised ~ #1EMERRMR A LR 2
deferred income tax assets A S JUT A5 B IH G (142) (371)
Withholding taxes on royalties, BB R - A A B K R
management fee and profits B JBS 2 ) 43 IR s ) 2 TR AT
appropriated by subsidiaries
in Mainland China (9,496) (18,536)
Income tax credit/(expense) S B A& S, (B 52) 132,373 (39,191)

The weighted average domestic tax rates is 27% (2014: 20%). The
increase is caused by a change in the profit or loss before income
tax of the Group’s subsidiaries in the respective places.

The applicable rate of Hong Kong profits tax is 16.5% (2014:
16.5%). 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 year ended 31 December
2015 and had sufficient tax losses to set off against its estimated
assessable profits arising from Hong Kong for the year ended 31
December 2014.

Provision for China corporate income tax is calculated based on the
statutory tax rate of 25% (2014: 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.

I HE ST~ 45 i 7 Bl 2R 527 % (& —DU4E 1 20%)
T T E A S R A Wiéﬁﬁﬁﬂﬁliﬁ’w%ﬂf
15 B8 AT Wi Bk R 8 5 Bl T 3 o

7 H) 45 B8 T B R 5516.5% (. F — P 4F
16.5%) ° M ALEBPEE —F—HFE T A

St Bk 2 A RS A 9 E A AT ] R R
BB Rt #E _—F—E+_H=1+—H
b4 A R A0 50 5 s 45 T DA B 7 o8 i A 2
it IR RR L 2L M) - I R R A S et 7
B 1A

HP B A S T A5 B A 4R T R 4% R B 0 I SR
Bl ARk EBLH25% (—F —VU4E 1 25%) #HE
M -

T A1 (R S IR K e DA A [ ) 5 1) 2 i 45 G

Ty RA A B 2 Ak s BB SR 2 M 1 A 42 1 A8 i
T 0 2 BAT R BT A BB ARG -
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INCOME TAX CREDIT/(EXPENSE)
(CONTINUED)

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% (2014: 7%) by treaty is applied to the
Group’s entities incorporated in Hong Kong for royalties received
or receivable net with value-added tax. Withholding tax of 7.5%
(2014: 7.5%) is applied to management fee received or receivable
from a Group’s entity with tax jurisdiction in Mainland China.

(LOSS)/EARNINGS PER SHARE

Basic (loss)/earnings per share is calculated by dividing the loss
attributable to owners of the Company of HK$378,888,000 (2014:
profit of HK$176,031,000) by the weighted average number of
1,649,142,384 (2014: 1,649,142,384) shares in issue during the
year.

For each of the two years ended 31 December 2015 and 31
December 2014, basic and diluted (loss)/earnings per share are the
same as there was no dilutive potential share.

10

11

P Bk % (B 32) (81)

ARAE H B A SE PR A3 BLIE > B A g S B850 & 20
SNEARER —FFLFE T A =+ AR
B M 2 SR - BN 10% 2 TEANBL > MR
R B SL 2 W A 45 S A R AR 5 % 2 TR AT
Bl

MR P B A 2E T AR BT > A A [ 7 5 T AR
SZEE S A E NBRBE B 2 B i sl R i EE
SREB IR ERZT% (ZFE— U4 7% )
BERBOANTEINBL o T LA A 48 42 B A 3K e
FURL ) I R B i i R A A
BANT 5% (. FE—D4 1 7.5%) Z FAINEL -

B OER) BRI

RBEA R) /BRI IEAR N FHA A
JE A 5 48378,888,0001% ¢ (& — VU 4E 7 A
176,031,000 70) [ DAAFE N 2L 8847 B3 I RT3
$£01,649,142,384 % (& — U4 : 1,649,142,384
%) 5HE -

BEZFZ-HE+T_A=1+—HIFE_%—N
Lo e e e = I o o RSB 5°3 S SR P 1 3

f&ﬁﬁaﬂ%ﬂ;’uﬁ s BERESE AR K HEE (s1R) AR
Al o

DIVIDENDS 12 S
2015 2014
—F R TN
HK$’ 000 HK$’ 000
Tt T Hs 0
Nil interim dividend paid A LA o A R S
(2014: HK3.5 cents per share) (ZF—DU4E - 35U = 57,720

The board of directors does not recommend the payment of a final
dividend in respect of the year ended 31 December 2015 (2014:
Nil).

EMPLOYEE BENEFITS EXPENSE

Employee benefits expense, including directors’ emoluments,
represents:

EHEAREERNBRE _F-nE+ A=+~
H R IR SR WIBE (T8 — U4 - ) -

13 1 B & A b 32

i B A8 A BH S (6045 35 S5 ) 45

2015 2014
ZE R —F—P4E
HKS$’ 000 HK$’ 000
T#T THIT
Wages, salaries, allowances and bonuses, L& ~ ¥4 ~ HA5 M ACAL >
including restructuring costs of 345 5 40 117,283,000 70
HK$117,283,000 (2014: Nil) (ZF— U4 4) (K EE8(a))
(Note 8(a)) 1,236,596 1,402,435
Defined contribution pension costs FE R ORI & A (K i (a))
(Note (a)) 89,035 82,884
(Reversal)/charge of share-based DA B 10y 5 BE i 2 A5} 3B 32
payment expense (B l) % (149) 18,959
1,325,482 1,504,278
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13 EMPLOYEE BENEFITS EXPENSE
(CONTINUED)

(a)

(b)

(o)

Defined contribution pension costs

During the year, no unvested benefits were utilised by the
Group to reduce the level of contributions (2014: Nil). As
at 31 December 2015 and 31 December 2014, no unvested
benefits are available to be utilised in future years.

Five highest paid individuals
The five highest paid individuals for the year include

RO We WOMR B A R A A

S 25 e % Bt ik

13 BB mA P X ()

(a)

(b)

E R KR Pk B R A

AE A ARSI OR (8 AT e O B JB A 4
AR KT (ZF— 4 ) - &
—HET A=A RS E gL
H=A4—H > #8 R 57 8 A 45 T 7 AR A B
AR o

T A+
NS ARRHAN LG -2 (CF -0

one director (2014: two directors) whose emoluments are W) EE o N AR R WO B RE42
reflected in the analysis shown in Note 42. The emoluments W) AT o R Z (ZF—P4E - =4) A
of the remaining four (2014: three) individuals are as follows: TZMamT
2015 2014
SRR S PUE
HKS$’ 000 HK$’ 000
T# T T
Salaries, allowances and bonuses B4~ HAE RAEAD 10,345 10,563
Share-based payment expense DA B 17y oy BE A 2 A5 3K BH 2 2,069 3,860
12,414 14,423

Number of individuals

N8
2015 2014
Emolument bands T 4> g —E—RHE FJOF
HK$1,000,001 to HK$2,000,000 1,000,001 #% JC £2,000,000%% JC 2 -
HK$3,000,001 to HK$4,000,000 3,000,001 7€ 24,000,000 7T = 1
HK$4,000,001 to HK$5,000,000 4,000,001 7€ £5,000,0005 JC 2 1
HK$5,000,001 to HK$6,000,000 5,000,001 JC 26,000,000 7T = 1
4 3

No emoluments have been paid by the Group to the directors
or the five highest paid individuals as an inducement to
join or upon joining the Group, or as compensation for loss
of office. No directors or the five highest paid individuals
waived or has agreed to waive any emoluments during the
year.

Remuneration of senior management by band
The remuneration of the senior management of the Group by
band for the year is as follows:

(c)

7 A [ 37 A 1) 5 2 B A4 e N S
FHAT AT 5 > A 5 W5 | 555 I A A SE 8]
A 2 0 7 S (] B 5 JEh o5 T A £ o 4F
N> 2% B S B 4 B e A A\ T 2 B
[F] 2 FE A AT P < o

le

= A B AEZ%MW‘EE
FERE P e A RN B 7 T i
‘F

=3I

1

Number of individuals

ANE
2015 2014
Remuneration bands ¥ B i R ZE R ZF N
HK$3,000,001 to HK$4,000,000 3,000,001 5 7T %24,000,000%% 7T - 1
HK$4,000,001 to HK$5,000,000 4,000,001 7€ 25,000,000 7€ 2 1

HK$5,000,001 to HK$6,000,000

5,000,001 G %.6,000,000% TG
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14 INTANGIBLE ASSETS 14 W& E
License
Goodwill rights  Trademarks Total
[ S 0Bk 7 B At
HKS$’ 000 HKS$’ 000 HKS$’ 000 HK$’ 000
Filon Tk Tk Tk
Cost BAE

At 1 January 2014 AR —E—H—H 26,698 49,907 80,085 156,690
Exchange adjustment EE 52, o - (1,070) (1,145) (2,215)
Addition wE - 973 - 973
At 31 December 2014 BoEF—EFZH=+—H 26,698 49,810 78,940 155,448
Exchange adjustment [ 54, 77 8 - (2,128) (2,218) (4,346)
At 31 December 2015 WoE—-HETZH=1+—H 26,698 47,682 76,722 151,102

Accumulated amortisation 25T 8 I i
and impairment

At 1 January 2014 WoF—NE—-A—H 11,619 10,638 49,563 71,820
Exchange adjustment i 52, 3 4 - (212) (242) (454)
Amortisation #5 - 2,651 2,483 5,134
At 31 December 2014 ANZE—MAEF A= —H 11,619 13,077 51,804 76,500
Exchange adjustment i b, 7 4 = (565) (627) (1,192)
Amortisation $it 84 - 2,644 2,435 5,079
Impairment WE - - 4,000 4,000
At 31 December 2015 REF—HEFT_A=+—H 11,619 15,156 57,612 84,387
Net book value H T 3 (.
At 31 December 2015 R-B—HEF+_A=+—H 15,079 32,526 19,110 66,715
At 31 December 2014 BoF—EFZH=+—H 15,079 36,733 27,136 78,948
Amortisation of HK$5,079,000 (2014: HK$5,134,000) is included 5,079,000 7t (& — P04 : 5,134,000 76)
in the “general and administrative expenses” in the consolidated FHAL T A SR A A R [ — R AT BB 3] »

income statement.

Goodwill is allocated to the Group’s CGU identified according to P L 0 i A8 AR BB A0 0 BB 1 2 AR 4 [ B 4
the operating segment. The Group performs impairment tests on P A LA o A O A PR A (AN B T RE
goodwill annually, or more frequently if there is any indication that EZAEATEF R > R AH ) ERE R - 76 S
it may be impaired, by comparing the recoverable amount to the A5 53 S8 T g I <5 B BEL MR TR (LA ML o

carrying amount as at the balance sheet date.
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14 INTANGIBLE ASSETS (CONTINUED)

As at 31 December 2015, 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
the management covering a 5-year period. The key assumptions,
long term growth rate and discount rate used in the value-in-use
calculations in 2015 and 2014 are as follows:

4 EEEE (4)

R -HAETZHA=+1—H BaE A
AT W] R G A AR (B T R E o %Y
il P AR 9 L I A 2 AR B U 2 B R
BEUEHE o T —TAFE R S F AR R
A EER BB - R R R E R
LU

2015 2014

“E®-RHAE F UL

Compound annual revenue growth rate (%) AT R R R (%) 11.8 17.9
Gross margin (%) EH (%) 53.6 56.6
Long term growth rate (%) AN R R (%) 2.0 2.0
Pre-tax discount rate (%) TG B R (%) 23.6 23.0
Average annual capital expenditure (HK$’000) P34 & AR 2 (T#0) 60,043 119,031

The budgeted annual revenue growth rate, 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. The compound annual revenue growth rate over the
past five years was 15.1%. Management has performed sensitivity
analysis for the operation of the CGU by adjusting the revenue
growth rate over a 5-year period. 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.

Bl A A 2 AR A R R B
R R T PR A B M 1R R B S H T
LR TN R E o L BRI E AT
HEHW R R L15.1% » & L E 78 0 X AR
ZE IR R DL B A e BT 2 AT
AR A3 AT o 5 B ARAE o W b A AT AT B S A
S BUATfa] A B 0] TH LB KR e s A
22 W T (LK R i L ] i (] 4 o

15 LAND USE RIGHTS 15 - Hb fifi B BE
2015 2014
g —F-NE
HK$’ 000 HKS$’ 000
Tt T T
Cost A E
At 1 January w—H—H 105,079 81,836
Exchange adjustment [ifE 51, 5 K& (5,124) (2,051)
Additions wE 10,106 25,294
At 31 December wt+—-H=1+—H 110,061 105,079
Accumulated amortisation UG 5
At 1 January w—H—H 28,570 27,324
Exchange adjustment [fE ba, 3 3% (1,083) (489)
Amortisation 5 2,438 1,735
At 31 December AT H=4+—H 29,925 28,570
Net book value [ TAREEN
At 31 December wt+—_HA=+—H 80,136 76,509
At 1 January w—H—H 76,509 54,512
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16 PROPERTY, PLANT AND EQUIPMENT 16 W3k ~ W7 Kok
Furniture,
fixtures
Leasehold ~ Construction- Plant and and Motor
Buildings improvements  in-progress machinery equipment vehicles Total
il W
By HEWEEB FRIE  RERES  EERRH Hl &t

HK$000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HKS000 HKS$'000
T R T T T T Tk

Cost AU

At 1 January 2014 R-F-WiE——H 769,009 82973 10,726 127673 346,868 41959 2,131,508
Exchange adjustment B S % (18,453) (20939) (454) (3,114) (1978) (988) (51,926)
Additions HE 155,022 313,210 0,867 10,263 25978 2212 549,352
Transfer i 6,335 3207 (9,751) 189 - - -
Disposals b &) (170,087) - (5,743) (11372) 3,7249) (191,363)
Disposal of a subsidiary HE-HEAA - (2854) - - @11 - (3.265)
At31 December 2014 REF—-WEFZH=4—H 911,476 951,830 43388 129,268 353,085 45459 2,434,506
Exchange adjustment i (41,221) (39,045) (2,364) (6,367) (16,816) (1,725) (107,538)
Additions KE 7,28 151,485 13,693 8,202 62,030 1,568 244,316
Transfer E 824 - (824) - - - -
Disposals hil (159) (252,461) o (2,789) (15,969) (13,956) (285,334)
At31 December 2015 REE-TEFZH=1—H §78,148 811,809 53,893 128,404 382,350 31,346 2,285,950

Accumulated depreciation AAHRERME

and impairment

At | Tanuary 2014 R E—ME—F—H 129,966 473,17 - 103,974 200,035 36,724 943,826
Exchange adjustment 3 (3,076) (12.358) - (2.597) (4858) (861) (23,750)
Depreciation i 20,692 201,785 - 8,997 44940 50 301,436
[mpairment i - 3,836 - - - - 3,836
Disposals bl (184) (148.422) - (5.719) (10302) (3,138) (167,765)
Disposal of a subsidiary HE—-HEAH - (499) - - (63) - (562)
At31 December 2014 REF-TEFZA=1—A 147,308 537,469 - 104,635 229,752 31,747 1,057,021
Exchange adjustment S (1,373) (24,606) = (5,669) (11,152) (1462) (50,262)
Depreciation g 23310 233,979 - 9,261 45,090 3,750 315,390
Impairment Wl - 568 - 9,846 1,652 696 17822
Disposals & 45) (214,608) = (2,602) (14,002) (13,165) (244422)
At 31 December 2015 REE-LEFZA =0 163,290 537,362 = 115,491 251,340 21,566 1,095,549
Net book value B

At 31 December 2015 REZ-HEFZAZT-R 714,858 213947 53,893 12913 131,010 3,780 1,190,401
At31 December 2014 REZF-WEFZH=4—H 764,078 414,361 43388 2613 123,333 7712 1377485
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17 SUBSIDIARIES

The following is a list of the principal subsidiaries as at 31

17 Wt J& 2 %

TREINR -F-DFEF A= HZEH

December 2015: /AT
Particulars
Place of of issued/paid- Interest  Principal
Name incorporation® up capital held activities
A il M 7 3 T8/ BRBAN  PifrlEs FEER
%
Aee International Ltd. ® China US$8,580,000 59.96  Distribution of footwear
EERMEE (R FRAR H Bl 8,580,000 7T and accessories
I3 SIS A
Bright Crown Holdings Limited British Virgin Islands 1 share of USS$1 each 100 Investment holding
SRR A AT S A B e A 13 702 W R
Colossus Asia Limited Hong Kong 100 ordinary shares of HK$100 59.96  Retailing of footwear
SEE RN A PR Bk 10075 7673 £ 1005 48 ik and accessories
T B O S LA
Daphne Footwear (Sichuan) Co., Ltd® China RMB87,300,000 100 Manufacture of footwear
I (9 )1]) #E A A RO i 87.300,000 A [ P B dh
Daphne Investment (Group) Co., Ltd.® China US$30,000,000 100 Distribution of footwear
ERRRE (EE) ARAR® il 30,000,000 7T and accessories and
investment holding
I3 S BB i S L1
DA BB i
Full Pearl International Limited British Virgin Islands 3,294 shares of US$1 each 59.96  Investment holding and
EYEBA R Ey ) Rl 3,294 5 & I T trading of footwear
1T 2 R fy and accessories
G PE I B H
JEE fi S I
Gentlefit Trading Limited Hong Kong 100 ordinary shares of HK$100; 100 Investment and trademark
HHESARAT i 13,055,667 non-voting holding
deferred shares PO RS A 7 1
of HK$13,055,667¢
1007 7673 /4 10005 488 i 5
13,055,667 7041 £
13,055,667 % 8 4% 5% AR A2 % (i
Hanjiang Dafu Footwear Co., Ltd., China US$3,180,000 90  Manufacture of footwear
Putian City @ ] 3,180,000 T S B
T VR AR A A Rl
Hanjiang Footwear Co., Ltd., Putian City @  China US$6,000,000 85  Manufacture of footwear
TR R A A B 6,000,000% 7¢ R B
Prime Success (BVI) Limited British Virgin Islands 5,000,000 shares 100 Investment holding
ES V-srqids of US$0.01 each B
5,000,000/8¢ % it i {E
0015 JCZ B fy
Shanghai Aixie Information Technology China RMB1,000,000 100 Operation of e-commerce
Co., Ltd.® R 1,000,000 A F& business
LB A SR RA R AT T T
Shanghai Guangwei Industry & Commerce ~ China US$4,600,000 87.8  Manufacture of footwear
Co., Ltd. @ i 4,600,0003 1 B R
LR EEARA A
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17 SUBSIDIARIES (CONTINUED)

88

17 Wt J& 2 %] (4)

Particulars
Place of of issued/paid- Interest  Principal
Name incorporation® up capital held activities
#H ol 18 3 o CBT /SR BARFRE PRl REEE
%
Shoebox Commerce Co., Ltd. ® China RMB460,000,000 96.46  Distribution of footwear
HREmE A RAR Y 460,000,000 A [ and accessories
i B RS o
Shoebox Holdings Limited Hong Kong 14,111 ordinary shares of 96.46  Investment and trademark
B A PRA T i HK$381,470,740 holding
381,470,740%5 T4 £ BB TS A AR
14,1115 48 fie
Victoria Success (Shanghai) Limited ® China US$23,000,000 100 Manufacture of footwear
KBEE(LE) ARARE o 23,000,000 7T A B
Notes: B 5 -
(a)  These companies were established in China in the form of equity joint (a) WEERNFBRFEESZ AEMSE-

(b)

(@

(e)

®

(2)

ventures.

These companies were established in China in the form of wholly foreign-
owned enterprises.

Other than investments in Full Pearl International Limited and Prime
Success (BVI) Limited which are held directly by the Company, all
subsidiaries shown above are held indirectly by the Company.

Other than Full Pearl International Limited and Prime Success (BVI)
Limited which operate in Hong Kong, all subsidiaries shown above
operate in the same place in which they were incorporated, respectively.

The non-voting deferred shares practically carry no rights to dividends,
nor rights to receive notice, nor rights to attend and vote at any general
meeting of the respective companies, nor rights to participate in any
distribution on winding up.

None of the subsidiaries had any debt securities outstanding at the end of
the year or at any time during the year.

The English names of the subsidiaries established in Mainland China
represent the best effort by the directors in translating their Chinese names
as they do not have official English names.

(b)

(©)

(d)

(e)

®

(2)

FEAE O ) S RS 2 A A 2

R & 2 8 R A5 PR 7] S Prime Success (BVI) Limited
ZRERARN T HERAI - FIIA RGN R
AR ) MR -

B & 2 3 B2 A PR 2~ 7] K& Prime Success (BVI) Limited
AT WS AL 5 DL BRI A B A w4y AR
G AR ST M B o

S5 SRR AEE J £ T R L S M A R A R 2 RS
SR R 2 R AT AR e SRR 9 5 5 e R R OROR &3l
JR B L BT o A AT B 2 I MR O S E 2 BT ] S

A BB 2 T A 5 AP PR AT AT IS (R AOE S8 AT ] A R0
OB 5

S P I RS 2 B A ) 0 S A Ay T
R R RN T S () AR AR EC NS
MBS g I
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18 INTERESTS IN ASSOCIATES 18 T W& o v 2 B AR
2015 2014
ZE—HE FNE
HK$’ 000 HKS$’ 000
T#T THIT
At 1 January w—H—H 2,214 7,683
Exchange adjustment [ifE 5o, 9 %% (80) 269
Share of losses JRE A e 15 (127) (5,738)
At 31 December wt-HA=+—H 2,007 2,214
Details of the associates as at 31 December 2015 are as follows: W oE—HEF A=+ —H  BE AR
B
Place of Interest
incorporation Particulars held
Name and operation of paid-up capital indirectly Principal activities
Ak M B 3
A B i B AR IR AR 1 i 4 T 4 FEEH
%
Hanjiang Dayong Shoe Material China RMBS5,457,000 30 Manufacture of shoe
Co., Ltd., Putian City o 5,457,000\ [ ¥ materials
TR R K A PR A A B Y R
Hanjiang Jinxing Shoe Industrial China US$4,900,000 30 Manufacture of footwear
Co., Ltd., Putian City L= 4,900,003 7t products
TR L e B A PR ) B BT 5
Note: The English names of the associates represent the best effort by the Ff st : BEE AR AR ES TR EE T AR
directors in translating their Chinese names as they do not have official JTAT > R Rz S5 W A m AT IE R M LS4 A -

English names.

19 INTERESTS IN JOINT VENTURES 19 REBEFEZMR

2015 2014

“E—hiE FNUE

HK$’ 000 HK$’ 000

Tt Tk 0

At 1 January w—H—H 4,071 46

Initial investments: MR

— Cash — B4 = 100
— Loans to a joint venture — T —HAERE - 5,308
Share of losses JRE A s 18 (2,651) (1,481)
Other comprehensive income At 4 TH A A 608 98
At 31 December wrtZH=+—H 2,028 4,071
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19 INTERESTS IN JOINT VENTURES

Annual Report 2015

19 REBNEZ LA ()

(CONTINUED)
Details of the joint ventures as at 31 December 2015 are as R_FE—NFETAZ=ZT—H EtEZH
follows: HF
Particulars Interest
Place of of paid-up held
Name incorporation capital indirectly Principal activities
4 il I 82 3 3 56 A0 I A i 45 Tl 452 Ml EX =31
%
Amei Investment Limited Hong Kong 120,000 ordinary shares 50 Holding of trademarks
RBEA A A it of HK$120,000 A TR
120,000 7T 43 £
120,000/ & 7 it
Marlow House Asia Limited British Virgin 2 shares of US$1 each 50 Distribution of footwear
Islands 2B TR B 1 7T and accessories and
I IR LB Z ety investment holding
O3 SR O S A
IV E5's gidil
Ondul Investment Limited Hong Kong 100,000 ordinary shares 50 Holding of trademarks
B e BB AT R i of HK$100,000 A
100,000 7T 43 £
100,000 ¥ 4 it

Note: Other than Marlow House Asia Limited which operates in Malaysia, all

joint ventures shown above operate in the same place in which they were

incorporated, respectively.

20 AVAILABLE-FOR-SALE FINANCIAL

[ff5E © Bk T Marlow House Asia Limited it 55 3¢ P4 i 45 48
A s BL BB IR I AT G A 2 4 B T T

o B

20 W NS E A

ASSET
2015 2014
Z2hE —F-NE
HK$’ 000 HK$’ 000
T#T THETT
Unlisted equity investment, at fair value ~ FF FATRARE » &#E H 18T

as determined by directors and ZAPEEARKUNREFHE

denominated in RMB 374 374
21 INVENTORIES
21 #%§

2015 2014
“FHAE T4
HK$’ 000 HK$’ 000
T#u T# T
Raw materials JE R 13,240 37,686
Work-in-progress TE i 25,269 64,268
Finished goods B 2,053,110 2,171,376
2,091,619 2,273,330

Inventories as at 31 December 2015 are stated net of provisions for
impairment of HK$527,432,000 (2014: HK$325,033,000).

90

MoZ—FAETZA=Z+—H > EEENGR
A7 15 99 (8 15 445527,432,0000 7T (=& — 0 4% -

325,033,000 7T) 51 ik -
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22 TRADE RECEIVABLES

22 5 ME W MR K

2015 2014

R E U

HKS$’ 000 HKS$’ 000

F# T oo

Trade receivables T JE AT J 3K 239,682 327,574
Less: Provision for impairment W W E B (1,808) (1,019)

Trade receivables — net T I T 3k — TR A 237,874 326,555

Movements in provision for impairment of trade receivables are as

follows:

B I WS R el (L 98 2 S B S A0

2015 2014

SRR R PUE

HK$’ 000 HKS$’ 000

T FH T

At 1 January w—H—H 1,019 2,050
Exchange adjustment [ifE 58, 57 % (73) (45)
Provision for impairment WE B 1,670 1,689
Write-back of provision for impairment — J {EL 43§ f#5 4% [l (808) (1,641)

Receivables written off during the year — 4F A4 85 51| /E AS 7T i =]

as uncollectible 2 JRE A I K = (1,034)
At 31 December Btr=ZA=+—H 1,808 1,019

The ageing analysis of trade receivables based on invoice date is as

B H IR R 2 B 5 R OIR SR B 2 B

follows:
2015 2014
R HE R
HKS$’ 000 HK$’ 000
T# 0 T T
0-30 days 0%30H 140,814 207,657
31 -60 days 31260H 57,711 71,825
61 — 90 days 61290H 20,189 18,658
91 — 120 days 91 120H 7,851 7,555
121 - 180 days 121%180H 4,593 10,444
181 — 360 days 1812360 H 2,845 9,985
Over 360 days 360H DL E 3,871 431
237,874 326,555

91



Daphne International Holdings Limited Annual Report 2015

NOTES TO THE FINANCIAL STATEMENTS B4 % #t £ B} 3

22 B 5 WOk K (%)

WoFE—HE+HA=1+—H G5 ERER
41,655,000% 76 (& — U4 : 51,043,000%5 70)
O B A (E - 3% 55 BE T R 2 2 30 e
KBS IR e 2 M %5 > I AR B 1R £8
fip R p A N T g TR = I = 8
MR B T tn T

22 TRADE RECEIVABLES (CONTINUED)

As at 31 December 2015, trade receivables of HK$41,655,000
(2014: HK$51,043,000) are past due but not impaired. These
related to a number of independent customers for whom there is no
significant financial difficulty and based on past experience, the
overdue amounts can be recovered. The ageing analysis by past
due date of trade receivables is as follows:

2015 2014
TR I TP
HK$’ 000 HKS$’ 000
T 0 T

Past due but not impaired: 7 1 (H (R
1 — 30 days past due wmi1E30H 20,064 24,179
31 — 60 days past due i #131 %60 H 7,398 6,364
61 — 90 days past due 614290 H 5,678 5,675
91 — 120 days past due W91 4 120 H 1,776 3,703
121 — 180 days past due 1215180 H 2,042 5,407
181 — 360 days past due 1815360 H 1,468 5,715
Over 360 days past due i #1360 H L) I 3,229 -
41,655 51,043
Neither past due nor impaired K 18 191 IR A I (E 196,219 275,512
237,874 326,555

The carrying amounts of trade receivables are denominated in the B 5 MECHR 3 2 BRI (B DA R 5 B MR
following currencies:

2015 2014
ZE R FE—NE
HK$’ 000 HK$’ 000
Tt AR
RMB N 221,134 285,935
New Taiwan dollar (“NTD”) Ak (et 11,949 13,003
US$ B 3,741 26,817
HKS$ i 1,050 800
237,874 326,555

5 RE WO ok 2 MR T S L - R (AR A o A

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

EH A THERF 830260 H {55
e E B R R ME T 20 R A5 S0 A i A 4R
B A B P BT T E

customers with whom specific extended terms will be agreed
between the Group and the relevant counter parties.
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26

27

ENTRUSTED LOANS

As at 31 December 2014, short-term entrusted loans were granted
by a licensed bank in Mainland China on behalf of the Group to an
external supplier for which the Group bears the risk and reward.
The entrusted loans were interest bearing at 3.5% per annum and
repayable within 90 days from the date of borrowing.

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.

RO We WOMR B A R A A

S 25 e % Bt ik

23

24

Zat HX

B FEET =1 —H o BREER
T A4 [ 2 T o B O B — ] A R R AT ) — A
R TP 452 ) 2 K o e i B [ Sk A 4 R o
ZRL R3S EFE > A E A IR

fH -
U Al W MR Ak~ 2 4 M A SRR

ot ME SRR~ $% B R FELAH RO T BEALEE AT IR
| (A B - AT & - e MoK Bk e KH
A5F 438 1B 7 ROH

DERIVATIVE FINANCIAL INSTRUMENT 25 k41 Rl
2015 2014
SR HE CF 4
HKS$’ 000 HK$’ 000
SR SR
Forward foreign exchange i 3 A1 B A 4
contract — held-for-trading —FEEE 15,919 -

The notional principal amount of the outstanding forward foreign
exchange contract to sell RMB for US$ at 31 December 2015 was
HK$387,500,000 (2014: Nil).

STRUCTURED BANK DEPOSITS

As at 31 December 2014, all the Group’s structured bank deposits
were principal-protected and placed with licensed banks in
Mainland China. These deposits were denominated in RMB,
had maturity periods ranging from 1 week to 9 months and with
floating interest rates. The weighted average effective interest rate
of these deposits was 4.6% 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 2.4% (2014: 3.3%) per
annum.

26

27

W oE-TAETF_HA=+—H > MRTFHZU
ANRMRIRFE T EmEINES N 2 B EAE S
#H £5387,500,000% U6 ( " F — U 4E @ M) o

SRAT & W A7 K

A oE-E A= —H o AEEZ LT
HMEAE R B RN > A2 WO B K BE 2 R
SRAT o FZEAF AN RWEEHE - B A1 A
WIZof A > P A RFHE » HmRET 'S
R R L4.6)E o

B 45 400 47 47 3%

AEE 2 EARITRITAE XTI E R A TR T A
L2 SEBITRET ALK - ZEAHUNR
WSHE > MBI IR AR 2 48 (—F—
A 33E) FHE -
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28 e RBE&EEHED

2015 2014

—E—hE FE

HK$’ 000 HKS$’ 000

Tt AP

Cash at banks and in hand RATAF A F BB & 471,605 332,820
Deposits with banks within three A7 B = A H LA

months of maturity Z AT 600,796 124,214

1,072,401 457,034

The carrying amounts of cash and cash equivalents are

denominated in the following currencies:

Bl MBS Y 2 BRmE DT 51 & e

2015 2014
—E N FNE

HKS$’ 000 HKS$’ 000

T 0 T-#5 70

RMB NG 849,483 384,975
US$ ESH 195,958 36,448
NTD EeR=kin 19,500 16,952
HK$ w0 7,457 18,656
Others HoAh 3 3
1,072,401 457,034

As at 31 December 2015, the weighted average effective interest
rate of the Group’s bank deposits within three months of maturity
is 1.6% (2014: 4.1%) per annum.

RMB is not a freely convertible currency in the international
market. The conversion of RMB into foreign currencies and
remittance of RMB out of Mainland China is subject to the
rules and regulations of exchange control promulgated by the
government of Mainland China.

29 TRADE PAYABLES

The ageing analysis of trade payables, including trade balances due
to related parties (Note 40(b)), based on invoice date is as follows:

N F—HE+_H=+—H » AEEELY
By =B A LLIR 2 SRAT AT 2K 2 IR 15 B B 4 A
HE1.6JE (—E—DU4E  4.1)H) o

N B WA T R B T S o N R L
10 7 SN e T ey R R o 2 2 B K e BB
s 2 &1 HE A il K4 ) B2 35 B BR A -

29 B 5 MEAH IRk

FaE ot H ST 2 5 MEAT R (L 5 MEAF B
728 5 G (M EE40(b)) ) BEEA A M in T -

2015 2014
“R RS CF U

HK$’ 000 HKS$’ 000

T# e T T

0 - 30 days 0%30H 402,218 468,140
31 - 60 days 31560 H 297,712 237,993
61 - 90 days 61590 H 273,146 289,588
91 - 120 days 91%120H 2,637 2,976
121 - 180 days 1212180 4,431 1,836
181 - 360 days 1812360 H 1,741 3,304
Over 360 days 360 H LA 731 1,317
982,616 1,005,154
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30 CONVERTIBLE BONDS AND WARRANTS 30 W] # % & 7 M il I W v

On 12 June 2009, the Company issued unlisted and unsecured
RMB denominated US$ settled convertible bonds due in 2014 (the
“0Old Bonds”) and unlisted warrants to subscribe 100 million new
shares of the Company (the “Warrants”) in an aggregate principal
amount of RMB550,000,000.

The terms of the Old Bonds and the Warrants are summarised
below:

(a) the Old Bonds bear interest at the rate of 3.125% per annum
on the outstanding principal amount of the Old Bonds and the
interest is payable by the Company semi-annually in arrears;

(b) the Old Bonds are convertible at the option of the
bondholders into fully paid ordinary shares on or after
the issue date of the Old Bonds up to 12 June 2014 at a
conversion price of HK$3.50 per share, with its exchange rate
fixed at HK$1.00 = RMBO0.8803 (which was approximately
the spot rate of HK$/RMB on the date of completion) and
subject to certain adjustments pursuant to the terms of the
agreement entered into with the bondholders;

(c) 178,510,572 conversion shares will be issued upon full
conversion of the Old Bonds based on the initial conversion
price of HK$3.50 per share;

(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$1.00=RMB0.87448 (which
was approximately the spot rate of HK$/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 11
June 2014.

At the issuance of the Old Bonds, a liability component
representing the 5-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 its carrying amount
was transferred to warrants capital reserve. On 11 June 2014, the
warrants lapsed upon expiry and the warrants capital reserve was
transferred to retained earnings.

MZERNERA T A AXABETUAR
W DAE T E N —E - ESI 2 JE B
KARIEA A R 5 ([ D) TRl 100H
B AS N FLE By 2 FE T RR R RE R (1
i ) > A4 4% 5550,000,000 A R HE o

B AR R S B RS 2 Bt

(a) BEMESHL R LA 448 DUAE A R3.125E 51
Boo AR FE A AT A E

(b) MEMBEHEBHMESE “F—UFNA
TE I EE SRR A A B] B DU A
B3 3,508 00 » B A S B A A R 2 BUR
o - T FE 2R JI) [ E £ 1.00% 7= 0.8803
ANBRH (B5E R B2 #ot,/ A\ R B H
AN > MR R E SRR A AT 2
h sk AT T R

(c) i1 5 45 dic ) 5 48 18 5 B350 % T 7 % 8
SRR B BE1T178,510,572 % LR KRR

(d) B B2 WIS B 0TI 4R A A R R AR
WA S 2 1009 B 22 8 IR Tk JE 48R 1 (8
Z FR U e U

(e) WA M HERE 2 A7 615 & & 58 I HE 54.00
Wt HEREBEAHAE _F—-FFN\A
T H ZERT A ok B A R B
#53.49792 N R s > [ 2R [ E £51.004s Ji=
0.87448 N R ¥ (HBFTH M 2 #t,/ AR
W Bl B R AT 5 K

() R IHERE T AR R 9647 1R %
— 45— H IR 6 -

BEATEE SRS > BEIG (B 31255 E 2
FAE WA TH) R R A (BRI 4 A% 3505 o0 2 b
HE) ToH N TAEEERR o 1T aR A RE r > %
OB B REFRATAE SR TR o & —F4E N
A+ HH AN F R R A NSRS
16 5T 240 LA HE 0 A B AT ol 80 2 o 1 100 8 P
34972 N AT 4R T HE 7480 i
7 HC AR T (E IR O S A RO HE B AN A o
T PAEN A+ H o R RS A
B0 T R P R S ot A N AR -
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30 CONVERTIBLE BONDS AND WARRANTS

96

(CONTINUED)

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 would be 24 April 2015;

(b) all interest accrued but unpaid for the Old Bonds from 1
January 2014 to 24 April 2014 would be irrevocably waived
and the New Bonds would 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 was equal to or higher than HK$4.25 for 14
consecutive trading days (the last such trading day being
the “Trigger Date”), the bondholders should 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.

(d) Save as set out above, all other terms of the Old Bonds
would 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
would 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 = RMBO0.8803).

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 New Bonds matured on 24 April 2015. The Company
redeemed the New Bonds in full with US$89,737,000 (equivalent
to HK$695,464,000), which is the US$ equivalent of the aggregate
principle amount. The equity component of the New Bonds and the
other reserve were transferred to retained earnings.

30 ] A I K P B R ()

*E%Elﬁ;ﬁz% F—FENH T+ HHERCD %
TEHE BT R (TR - Wik Kk
E@‘%Tﬁu?r

(a) HEFENBIWMBE WA & H4ENA

B UL S

(b) HZF—WAE—H—HZE ZEF—4ENH
D H A T R EHE R SR R B A R
IS AS BT 18 M R e > TR R R R —F
—WENH -+ HHE -F—HFNA
DG H O S AR s R

(c) TSR AE SEAR A R o A 04 i T AR 2 A 14
5 5y B S i o 425 T (B g — M a% s
S H B THEEH D) > EHAeA AR ERTE
il 5 F AR 104 2 3 H AR 9550 15 55 40 B 0k
SR G D 5 R (R R SR S B o

(d) BREAERTFE AL > 865 5% B B A H A 6 3K
MERr AN 5E > RARBRIET BRI HESFA
NFT L2 ke AT 25 T 5
B B LR AR B 47178,510,572 8 S ik
3 (A fe ) 5o 468 49 e 3.50 %5 00 » H S
ifE % [&] % £ 1.00%5 76=0.8803 A\ [ )

BRI R R T
T i 0 15 ) o 2 A kA o T > BB
BT BERG (AR0E B 2 — 41
FEIH) B i o0 (BIAS: 53,5095 JT 2 Se ) JY
o R RS o

BrESN FE—AAFEMNA M H N AN
F) 2489,737,0003 7T (B 55 2 695,464,00045 76) >
R B A < A AR A (E 2 35 U0 A0 > 4 U [0 6%
5 o BB S 2 R o AR Ko HAth £ A R = AR R
B o
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30 ] A o e P B R (A

(CONTINUED)
Movements in the liability component of the convertible bonds are AR RS S 2 AR B T
as follows:
2015 2014
R A CF N
HK$’ 000 HK$’ 000
T# T
At 1 January w—H—H 680,716 689,178
Exchange adjustment T 5, 34 % 258 (13,085)
Interest expense B 2 6,911 25,282
Termination of the Old Bonds #L B SF = (630,889)
Recognition of the New Bonds fERR A —F — AR A —+ HH
effective on 25 April 2014 R F AT = 660,230
Redemption of the New Bonds I [ 3] 4 8 55
upon maturity (687,885) -
At 31 December REZA=+—H - 680,716

31 BANK LOANS - UNSECURED

As at 31 December 2015 and 2014, the Group’s unsecured bank
loans are repayable within one year and denominated in the

31 SRAT Bk — I

BT AR R T AR A=
7% 2 [ B I AT SRAT B RS — A A AER DALY

following currencies: G B WEEHE
2015 2014
Z2hE —F-NEF
HKS$’ 000 HKS$’ 000
T#u THIT
HKS$ 5T 20,000 91,000
Us$ ESV 600,792 5,460
620,792 96,460

The carrying values of the bank loans approximate their fair values
and the effective interest rate of the bank loans is 1.4% (2014:
1.1%) per annum.

SRAT B R 2 W T (B N A (B AR S B R AT
R E BN R B A (F U4 11E) o
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32 SHARE CAPITAL 32 A
2015 2014
“F-LE ZE—A
Number of Number of
ordinary shares ordinary shares
of HK$0.10 each HK$000  of HK$0.10 each HKS$ 000
B T 0. 101 76 5 fR i (010 7
ZEEREA T 2 LERYA Tt
Authorised: Bt
At 1 January and 31 December w=H—HE+t-HA=1+—H 10,000,000,000 1,000,000 10,000,000,000 1,000,000
Issued and fully paid: CHETREE
At 1 January and 31 December P=A—HEt-A=1+—H 1,649,142,384 164,914 1,649,142,384 164,914

33 SHARE-BASED PAYMENT

98

TRANSACTIONS

(a) Equity-settled share-based payment transactions (a)

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 the 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.

33 DA tn 7 B B 2 Fh sk 22 5

VIR 4 &5 5 VLB 0y % 3 B 2 £F sk 22 5
MEFRLF=FETH LA > AR E R
WERCRER 8 (T RHE D) - Rt #nt — %%
NEFZACHBET AR % =4FHH
A NH R o R B R AR TS
NN AL A D 5 RO o MEAE T A A
J7 T B EEE B MR SO IR BAT BT R
Ao 5 ) i 3 T 2 AR ) A e A

A RATHE -

BEE-ZENAA B  RAFEBOR
i — TR 0 S S RE R 3 (ot 3 1) Sl 4
RO FRAN o BRBEHOH BUE BN - R L
AR A F L AE R AR AR -

Wi J RE A B8O — R 4R T A R AR A
e P REE T A (0 S AT A A SR > BT
RE R 5 2R A0 o AR B B M5 7 sl i S AT
DB 4 I ) sl 45 1 o RO A o
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33 SHARE-BASED PAYMENT
TRANSACTIONS (CONTINUED)

(a) Equity-settled share-based payment transactions
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33 DA 2 2k 8 2 A5k sk 22 5 (#1)

(a) VARE % &5 55 DU 0y 2 2E B 2 £k 22 5

(Continued) (#)
Movements in the number of share options outstanding and W A AT (0 2 i IR S ) R i R - B A7 A
their weighted average exercise prices are as follows: B2 WM
2015 2014
EE S .S TR AR
Weighted Weighted
average  Number of average Number of
exercise share exercise share
price options price options
T B ~F- 35 T HESF- 1
AT B AR T HE B H frfifE MR H
HKS$ HKS$
# T
At 1 January w—H—H 6.29 44,515,000 6.59 38,995,000
Granted Sy - - 450 6,120,000
Lapsed SN 6.23  (10,060,000) 7.78 (600,000)
At 31 December Bt A=+—H 6.31 34,455,000 6.29 44,515,000

Details of the share options outstanding as at 31 December

are as follows:

A ZH =t B RAT M Z SRR R

Grant date Note Exercise price Number of share options
Eedi lER: ] Bl 5 CRRL A S I HE 8 F

HK$ 2015 2014

W SRR O EPUE
27 January 2010 . F—FE—H -+t H (i) 6.19 25,395,000 33,195,000
22 July 2010 X -ELFELAZ T H (ii) 7.61 300,000 1,300,000
28 October 2011 - F——HF+H ~+/\H (iii) 8.30 300,000 300,000
11 January 2012~ —F—_"4F—H+—H (iii) 8.27 700,000 700,000
20 March 2012 —E-TF=H_1+H ) 10.132 2,600,000 2,600,000
13 July 2012 —E—TAHEEHTZH (iii) 8.214 = 300,000
21 January 2014 ~ —ZF—Pi4E—H _+—H (iv) 4.50 5,160,000 6,120,000

34,455,000 44,515,000

As at 31 December 2015, out of 34,455,000 (2014:
44,515,000) outstanding share options, 29,255,000 (2014:
26,766,666) share options were exercisable. There were

no share options exercised during the year (2014: Nil).

The total expense recognised for the options granted was
HK$4,846,000 (2014: HK$12,999,000) for the year ended 31

December 2015.

B oE-AE+T T H =+ —H > 34,455,000
(T Z—PUAE : 44,515,000 ) 1 A 47 8 0 58 %
e > 429,255,000/ (. F— P 4FE : 26,766,666
1y) Wil P AT AT T o AR A o ARE 06 I R ME HE AT
i (CZF—Oa ) BE_E—AFETH
=t —H IR > g T 5 N R T A R 2
FH 554,846,000 7€ (& — U 4F : 12,999,000
JG) o
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33 SHARE-BASED PAYMENT
TRANSACTIONS (CONTINUED)

(a) Equity-settled share-based payment transactions
(Continued)

100

Notes:

®

(i)

(iii)

(iv)

As at 31 December 2015, there are 12,000,000 (2014: 16,000,000)
share options granted to a director of the Company, of which 15%
of the share options shall vest on each of the five anniversary dates
of the date of grant and 25% of the share options shall vest, subject
to certain performance targets determined by the board of directors
of the Company, on the fifth anniversary of the date of grant.

As at 31 December 2015, there are 7,595,000 (2014: 11,395,000)
share options granted to certain employees of the Group, of
which one-fifth of the share options shall vest on each of the five
anniversary dates of the date of grant.

As at 31 December 2015, there are 8,400,000 (2014: 8,400,000)
share options granted to an ex-director and consultant of the
Company, of which 15% of the share options shall vest on each of
the four anniversary dates of the date of grant and 40% of the share
options shall vest on the fifth anniversary of the date of grant.

As at 31 December 2014, there were 1,000,000 share options
granted to an employee of the Group, of which one-fifth of the share
options shall vest on each anniversary with the first tranche starting
on 1 April 2011.

As at 31 December 2015, there are 300,000 (2014: 300,000) share
options granted to employees of the Group, of which one-third
of the share options shall vest on each anniversary with the first
tranche starting on 1 April 2011.

As at 31 December 2015, there are 1,000,000 (2014: 1,300,000)
share options granted to certain employees of the Group, of which
one-third of the share options shall vest on each of the three
anniversary dates of the date of grant.

As at 31 December 2015, there are 1,000,000 (2014: 1,000,000)
share options granted to a consultant of the Group, which shall vest
on the first anniversary of the date of grant.

As at 31 December 2015, there are 3,820,000 (2014: 4,480,000)
share options granted to a director of the Company and certain
employees of the Group, which shall vest on the second anniversary
of the date of grant.

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

As at 31 December 2015, there are 340,000 (2014: 440,000) share
options granted to certain employees of the Group, which shall vest
on the third anniversary of the date of grant.

33 DAMe A 2 2k 8 2 A5 sk 52 5 (#1)

(a)

VIHE &% %5 55 DUBE 7 BE B 2 AT sk 2 5
(#1)

W5 -

®

(i)

(iii)

(iv)

REF—HEFA=+—H > MAAF —HEH
1% 412,000,000 (—F— P4 : 16,000,000173) i ik
HE > g B W R O A B AR R 15% » B
R2SRIEFF AL W HE & T w2 4 T R BLE AR
AR - A AR EE AR R AR A o

REFE—HFEF A =Z+—H > mMAEEETREA
1% 117,595,00005 (=% — MU 4F : 11,395,00017) M %
HE > it B WERT AR A H AR g Hr 2 — o

MNoF—HFEFA =+ 0 MARAFRER K
i ) 4% 18,400,000 (—ZF— 0 4F: = 8,400,000173) i
JEHE > iz B W ST A A B AR R 15%
Kb 4%t H W T A R A H B 40% o

RoE—PEF A =+ —H > mALEZ — 4R
B2 H1,000,0001 BEEHE > & ——4FMH—H
A FH A AR H AR L — o

WoE-TET A=+ 0 ALEESRE
300,000 (= F—PU4E : 300,0007) 8§ BEHE > i —
F——AFU A — H R AT H G ERE =02

s

ATE—TAET A= —H s AREEEEFZ L
1,000,000 ( —Z—PU4E : 1,300,0001%) EEHEAE >
B ARG = AT SRR =2 —

WoE—HAET A= —H s AN — &R
4% 1,000,000 (—F— PO 4E 1 1,000,00015) H ik
HE > B FZ i B OTR FEAE — R AR 0 B S -

RF—HFEF+A=+—H > MARAR —HEH
K AL [ #5788 4% 113,820,0000 (& — U 4F -
4,480,000 i RCAE - b2 tE H W FHEE A A AR
H e -

ATE—NEF A=+ —H > MALE %A
2 11200,0000 W B HE - A —F—N4EM ] — H i
j§ °

ATE—HEFTTA=Z—H - MAEEETIES
12 340,000 (= F— P 4E : 440,00015) [ B HE
M7 4 AR EE S = EE AR A R o
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33 SHARE-BASED PAYMENT
TRANSACTIONS (CONTINUED)

(b) Cash-settled share-based payment transactions
During the year ended 31 December 2014, the Company
granted 22,910,000 units of share appreciation rights
(“SARs”) to certain directors of the Company and certain
employees of the Group. Under the terms of grant, the
outstanding SARs are subject to a vesting period of one to
three years from the date of grant. The exercise price is from
HK$4.50 to HK$6.19 per unit.

As at 31 December 2015, 14,400,000 units (2014: Nil) of the
outstanding SARs were exercisable.

Movements in the number of SARs outstanding during the
year ended 31 December 2015 are as follows:

RO We WOMR B A R A A

S 25 e % Bt ik

33 DA 2 2k 8 2 A5k sk 22 5 (#1)

(b) DB EHFEIBG BERZAZRS
BEF-NEF+_A=Z+—HILFE
NN P N/NCTE S o o N L B R
B B2 1122,910,000153 B £ 384 {2 RE (78 Ay 384
ERED) o RIS MR > M RAT 2 B0y
HEREAMS G RIZE R —E=F2
B I > HAT (R 2 B 034,50 T £ 6.19%

JG °

/

BRI H =+ —H > 14,400,000
O (U AE © 4 ) () 00 (EDREE ] AT o -

P

BE-F—-HFETA=ZtT—HILFEE
W) A AT (o S 073 (M 2 B S B

Number of SARs
vy W AEBA
2015 2014
SR -RE N
At 1 January w—H—H 22,800,000 -
Granted [REC = 22,910,000
Lapsed ok (4,060,000) (110,000)
At 31 December wt-_H=1+—H 18,740,000 22,800,000

During the year ended 31 December 2015, the Group
has recognised reversal of expense of approximately
HK$4,995,000 (2014: expense of approximately
HK$5,960,000) in the consolidated income statement in
relation to the SARs. As at 31 December 2015, liabilities
in relation to the SARs amounting to HK$822,000 (2014:
HK$5,960,000) are included in the “other payables and
accrued charges” in the consolidated balance sheet.

The fair value of outstanding SARs as at 31 December 2015
determined using the Binomial Option Pricing Model was
approximately HK$822,000 (2014: HK$5,960,000). The fair
value for these SARs was estimated at the balance sheet date
with the following weighted-average assumptions:

BE-EZ—AFE T -H=Z1+—H IR
A S S A 0 R R TR A B R 4 1 [
HE 2> # R #E [0] 494,995,0008k 76 (—F — 1Y
1 %95,960,000% TG ) o i F— AR
+HA=Z+—H > FBROEEE S &E
£4822,0004 76 (=& — U 4F : 5,960,000%%
Jt) o WEIER ARG B E AR [ AR
fTHRER S MERH 2 F ) A o

MoFE—HE+_HA=+—H kT2
JR A7 46 R > o T M v A K
2N AB B % 15822,00085 7T (% — DU 4E
5,960,000%5 J0) © 7% % B Ay (E E 2 A TE
B TSR &5 HOARSE LT AT (e i s

2015 2014
R HE CF N
Weighted average risk-free TSP £ 40 L B R 2 (%)
interest rate (%) 0.96 1.46
Weighted average expected life (year) T INREF- 2 (4F) 4.18 5.16
Weighted average expected volatility (%) T8 A A - 2 3 1 (%) 45.75 44.22
Weighted average expected A 301 0 RE T2 22 R (%)
dividend yield (%) 2.31 2.05
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34 RESERVES 34 il
Convertible Share-
Capital honds Warrants based  Currency
Share  redemption Capital capital Other capitl ~ payment  translation Merger ~ Statutory  Refained
premium reserve reserve Teserve Teserve Teserve reserve reserve Teserve  reserves profits Total
il
Ttk RIS dREE  BERZ
ROEE  BERE  RARE  WARE  RRRE  WRRE  RGRE  ERRE  GHRE EERE REEA it
HES'000  HES'000  HKS'000  HKS'000  HKS'000  HKS'000  HES'000  HES'000  HKS'000  HKS'000  HES'000  HKS'000
T T TEx T TR T TEx TEn T TR THEx Tx
(Note (a)) (Note (b)) (Note(c))
(ko) (Wikm) (W)
At Janary 2014 AoF-WE--1 120281 288 (197) 26,178 SRR XA ] T6605 589,005 n 15669 3543646 4878808
Currency translation differences: R EH :
Group KER - - - - - - - (124w - - - (1n4m)
Assocates andajointventwe — BEAAR-HAGE - - - - - - - 367 - - - 37
Profit appropriations EfAR - - - - - - - - - 10m (107 -
Profit for the year L - - - - - - - - - N 11 1
Dividends i} - - - - - - - - - - G0
Lapse of warrants AR kA - - - - - B - - - R KKl -
Write-back of unclimed dividends 1% U6 - - - - - - - - - - 3 ]
Share option scheme: RIEs
Value of grantee services AR AR ER - - - - - - 12,99 - - - - 12999
Transfer upon lapse TR R - - - - - - (1576) - - - 1,576 -
of share options
Teminationof e Old Bonds 1 B 5% (030)
(Note 30) - - - (26,178) 28,564 - - (2.386) - - - -
Recognitionof the New Bonds ~~ BésA 5% (3301
(Note 30) - - - U827 - - - - - - - U
Changes inownersipinterests. 1 &3/ SRR D)
in subsidiaries without change HELARE
of cantrol (Note 9) LS (i) - - - - - - - - - B K N €
AL31 December 2014 RF-MEL =0 120281 268 o) M B -SR0S dedsle W 461 4830
Currency translation differences: B %08 :
Grop KER - - - - - - - () - - -y
Associates and a joint venture BaELTR-RagtE - - - - - - - 8 - - - 58
Profit appropriations BAHAE - - - - - - - - - 200 (2,00) =
Loss for the year FhER - - - - - - - - - - (38888 (38888
Share option scheme: RIS
Value of granee services KRR RE - - - - - - 4846 - - = = 4846
Transfer upon lapse RERERHNES
of share options - - - - - - (13,961) - - - 13961 -
Redemption of the New Bonds & {555 (3301
(Note 30) - - - (460 (28564 - - - - - 53,091 -
At31 December 2015 REF-TEFZAZ1-0 12081 288 (197) - - - I3 U330 moo1Hm 36936 497701
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34 RESERVES (CONTINUED)

Notes:
(a)  Capital redemption reserve

The capital redemption reserve represents the nominal amount of shares
repurchased by the Company in 1999.

(b)  Merger reserve

The merger reserve represents the difference between the aggregate
nominal amount of the share capital of the subsidiaries at the date on
which they were acquired by the Company and the nominal amount of the
share capital issued by the Company as consideration for the acquisition
pursuant to the corporate reorganisation in 1995.

(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.

35 DEFERRED INCOME TAX

The following amounts, determined after appropriate offsetting,
are shown in the consolidated balance sheet:

RO We WOMR B A R A A

S 25 e % Bt ik

34 G (4
Bt 5E
(a) B JE Iol fih fh

e AR BB I ff 488 45 AR 2 LA — JUIU LR ful e 22 T
{H -

(b) A
D4 B 2 w7 AR A RIS 2 SRR T

(B AR BLA 2 RAR R — JLIU AR 24 W) S AL 2 Wi
PRI SR AT JBEAS T (L 2 2 2638

(c) LM
R4 2 A e 3 > AR A A H B A e T e

W I 2 2RO FEBLAR A (AR b — 4R i 4R
&) 2 — B AT E A B A g R G K
FL A PR BEFJGS 28 W) 45 B 2 SO R o T R T
PRAKEH b — 4R S R BT AR 34T AL > Ml e 38
HE 4 T AR B ST o 3 AR R B AR A FI B
& 2> 7R AS0%A% > AT RN P A A o

3 3 P 5 B JH

MM EIHEEREEWIAGEEEABEZ S
BN

35

2015 2014
“ERAE CF
HKS$’ 000 HKS$’ 000
F# T 0
Net deferred income tax assets WA G E A RN
recognised on the consolidated 2R S T A B JE AR
balance sheet 334,136 177,753
Net deferred income tax liabilities T ER S AR AR R
recognised on the consolidated 2RI FT AR IE A AR AR
balance sheet (18,094) (19,132)
Deferred tax assets (net) % AL B T (AR 316,042 158,621

Deferred income tax is calculated in full on temporary differences
under the liability method using the applicable tax rates.

R SIE T A5 JEL BR T B M50 0 R 2 R 4 T
ERMEH -
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35
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DEFERRED INCOME TAX (CONTINUED)

The movement in net deferred income tax assets is as follows:

35 JEE P45 BL A (#)
ST 14 1 JEL VM S B 0 T

2015 2014

“ERAE CE U

HK$’ 000 HKS$’ 000

T#T THIT

At 1 January w—H—H 158,621 126,778
Exchange adjustment [T 5, 34 % (11,904) (2,925)

Credited to consolidated income A GBS # (K EE10)

statement (Note 10) 169,325 35,995
Disposal of a subsidiary B — BB A A = (1,227)

At 31 December Bt H=+—H 316,042 158,621

The expiry of unrecognised tax losses are as follows:

R BB E G 1R 2 S DL T

2015 2014

R R

HKS$’ 000 HK$’ 000

T 0 AREP

Tax losses expiring in 5 years AR A JiE i 2 B s 1R 8,471 6,883
Tax losses expiring after 5 years A A% JiE i 2 BT s 1R 49,354 57,550
Tax losses without expiry date A i I H 9 2 B E S 1R 25,162 23,203
At 31 December Bt =ZA=+—H 82,987 87,636

As at 31 December 2015, the potential deferred income tax assets
in respect of the above unrecognised tax losses amounted to
HK$14,575,000 (2014: HK$15,243,000).

Deferred income tax liabilities of HK$138,452,000 (2014:
HK$163,314,000), in respect of unremitted earnings of
approximately HK$2,761,900,000 as at 31 December 2015 (2014:
HK$3,266,279,000), have not been recognised for the withholding
tax as the Group controls the dividend policy of these subsidiaries.

WZE—HETFTZA=Z+—H - B Fl RERR
B G B A B 2 VTR IR A T A B E S B S
14,575,000%5 7C (—ZF —U4F : 15,243,000 70) °

A T 307 A TR T R A R R R S R AR R
8i138,452,0008% ¢ (ZF—VU4E : 163,314,000
5 G ) e R R AL T A9 B IE A A > JRIR £ AS 42
P ) 5% 25 W A ) 2 B EVBOR o i T — H AR
TH=Z4—H > RIEEZF L £2,761,900,000
W (F U4 : 3,266,279,0004 7C) ©
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35 DEFERRED INCOME TAX (CONTINUED) 35 WHEPT A3 BedE (4])

The movements in deferred tax assets and liabilities (prior to A BIEBLIE G E N AE (FEF — 8B 7 ERE
offsetting of balances within the same taxation jurisdiction) during %27 GERR3REN ) 2 BT -

the year are as follows:

Deferred income tax assets Decelerated tax
ERERGRAEE Provisions depreciation Tax losses Others Total
Bl WHRETE REEH 1) it

015 04 015 04 015 04 015 04 015 014
SRRE CT-mE %R CF-NE 35 CF-NE CF-fiE C%-NE C3-EF TN
HKS'00  HKS'0O00 ~ HK$'000  HKS'000 ~ HKS'O00  HKS'000 — HK$'000  HKS'000  HKS'O0  HKS'000
T Tkt Tk T T féx T T TR T

At 1 January r=A-A 108,543 129,888 10,550 8,148 55,026 9,692 3,634 3520 177,753 151,48
Exchange adjustment AE ] (5,814) (2,551) (439) (155) (6,299) (500) (96) (44) (12,648) (3,250)
Credited/(charged) to A/ (HIRA)
consolidated income Galik
statement 48,312 (18,794) 1,295 2,557 118,906 47,061 518 158 169,031 30,982
Disposal of a subsidiary HE-HBLA - - - - - (1.22) - - = (127
At 31 December PoRET-H 151,041 108,543 11,406 10,550 167,633 55026 4,056 363 334,136 171,153
Deferred income tax liabilities Accelerated tax Withholding tax on
ERERRRAAR depreciation undistributed profits Others Total
A AARBRAFNS 1) it
2015 2014 2015 2014 215 2014 2015 2014

S3RE CE-mE ZRCRE CE-ME ZR-RE TN ZF-RiE CEDE
HES00  HKS00  HKYO0  HKSO0  HKSOW  HKSO0  HKSOO  HKS'00
T T T T T T T T#x

At January R—=F—H 14367 1001 4765 10251 - 2218 19,13 1470
Exchange adjustment Eriwy (19) (269) - - (16) (36) (144) (325)
Charged/(credited) to consolidated RE/ GIA)

income statement feldig 2559 2655 (3.31) (5486) 498 (218) (294) (5,013)
At31 December N o et 16,198 14,367 1414 4,765 48 - 18,094 19,132
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36 CASH GENERATED FROM OPERATIONS

Reconciliation of operating (loss)/profit to cash generated from

106

operations is as follows:

Annual Report 2015

S 5 it % it

36 BEAEAZBE

A Ok 1R) /R BB R A 2 Bl 2 SR
T

2015 2014
ZE2—HE FNE
HK$’ 000 HKS$’ 000
T#u T#IC
Operating (loss)/profit % (R B (497,623) 262,396
Amortisation £ 7,517 6,869
Derivative financial instrument fiid LA
— forward foreign exchange contract — 3 WM E A 4 (16,449) (1,315)
Depreciation e 315,390 301,436
Loss on disposal of property, plant EWZE - B B 2 1
and equipment 35,394 22,036
Impairment of property, plant W2k~ W KA AE
and equipment 17,822 3,836
Impairment of an intangible asset TV 4,000 -
Interest income FE A (29,214) (47,118)
Share-based payment expense LB 53 J Tl 22 A 3 B S 4,846 12,999
Loss on disposal of a subsidiary A — B B 2w s 1R = 580
Operating cash flows before BEE RS KBRS E
working capital changes (158,317) 561,719
Decrease in inventories 7B 77,526 304,361
Decrease in trade receivables, B 5 MEMCIR SR ~ L Ad R Ui iR K
other receivables, deposits 2 4 T AT RO D
and prepayments 113,472 48,975
Increase/(decrease) in trade payables, B 5y WEAST M~ At B AT AR~
other payables, accrued charges JRET 2 T oAt 3 3 )
and other non-current liability AR, () 14,251 (133,798)
Cash generated from operations wEEAE e 46,932 781,257
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37 COMMITMENTS 37 H&if
(a) Capital commitments for purchase of land use (a) VB - R HE B W 36 - MR Bk
rights and property, plant and equipment ZE AR
2015 2014
R HE CFNE
HK$’ 000 HK$’ 000
T#u T#IT
Contracted but not provided for WA FOR(E R S ] 1,326 6,929
(b) Commitments under operating leases (b) #8%A B R ifE B B
As at 31 December 2015, the Group had future aggregate ATE—HAETZH =T —H > AEE
minimum lease payments in respect of various production 2 [ A 7 W Bt ~ R A = Ty
plants and facilities, warehouses, offices and distribution S T 2 R AT SR AL B 2 R AR R AR A R
outlets under non-cancellable operating leases as follows: BEr
2015 2014
SR F M
HK$’ 000 HK$’ 000
T#u T#IT
Not later than one year —4E N 1,112,581 1,404,765
Later than one year and — B R IAER
not later than five years 752,895 1,186,311
Later than five years hAF1E 11,155 14,839
1,876,631 2,605,915
Payment obligations in respect of operating leases on A HEFE U sl AT 4 2 ) SE B AL IR
properties with contingent rent vary with respect to gross ZEATAR A > 3 R FE AR AR B AR A
revenues are not included as future minimum lease payments. I o
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38 FINANCIAL INSTRUMENTS BY 38 ik T H4p
CATEGORY
Assets at
fair value
Loans and through Available-
receivables profit or loss for-sale Total
%o PR
Bk Wt AR
JRE e B 3k ZH B il & At
HK$’ 000 HK$’ 000 HKS$’ 000 HK$’ 000
T T T T
31 December 2015 S
TZHA=1T—H
Assets as per consolidated SARERAMER
balance sheet Jir R &
Available-for-sale financial assets e RE - - 374 374
Trade receivables B 5 U IR K 237,874 - - 237,874
Other receivables excluding A JEE i MR K
non-financial assets (FBR G ) 289,148 - - 289,148
Derivative financial instrument fit4em TR = 15,919 = 15,919
Pledged bank deposits E KA ERAT 7K 3,225 = = 3,225
Cash and cash equivalents B& kB &% EY 1,072,401 = = 1,072,401
Total aaf 1,602,648 15,919 374 1,618,941
Financial
liabilities at
amortised
cost Total
i 8 W A
Z &R A Hast
HKS$’ 000 HKS$’ 000
T#u T#x
Liabilities as per consolidated GAaErARERIIRAR
balance sheet
Bank loan — unsecured SRAT B 3K — MK 620,792 620,792
Trade payables B 5 EAT R 3K 982,616 982,616
Other payables and accrued charges H A JRE A B R B B 2
excluding non-financial liabilities (5 FE 4 Fi & 1) 392,856 392,856
Total Gt 1,996,264 1,996,264
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38 FINANCIAL INSTRUMENTS BY

38 <l T H 5 3 (%)

CATEGORY (CONTINUED)
Loans and Available-
receivables for-sale Total
B
JRE i HiE K A A
HKS$’ 000 HK$’ 000 HK$’ 000
T THETT TH#IT
31 December 2014 A —NEFTFZH=+—H
Assets as per consolidated balance sheet GRBERBERITTEE
Available-for-sale financial assets WS RE - 374 374
Trade receivables B 7 BENUIR K 326,555 326,555
Other receivables excluding LA JEE i MR K
non-financial assets (FBR W& ) 806,167 806,167
Entrusted loans Tt 8 3,070 3,070
Structured bank deposits AT 5 WA 1,064,716 1,064,716
Pledged bank deposits BRI RT3 6,928 6,928
Cash and cash equivalents Ha kB &% EY 457,034 457,034
Total EEi) 2,664,470 374 2,664,844
Financial
liabilities at
amortised
cost Total
4 6 1 A
Z AR HaEt
HKS$’ 000 HK$’ 000
T T T
Liabilities as per consolidated A EE AR IR AR
balance sheet
Bank loan — unsecured AT B K — LY 96,460 96,460
Convertible bonds A4 A R 680,716 680,716
Trade payables B 5 MEAT R 1,005,154 1,005,154
Other payables and accrued charges JFL Al R AT R R e E R L2
excluding non-financial liabilities (1B 9 4 fil & %) 526,088 526,088
Total &t 2,308,418 2,308,418
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39

40

110

TRANSACTION WITH NON- 39

CONTROLLING INTEREST

During the year ended 31 December 2014, the Group subscribed
for new issued shares in 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.

RELATED PARTY TRANSACTIONS AND 40
BALANCES

The Group entered into the following related party transactions
during the year:

(a) Transactions with related companies

Annual Report 2015

St 255 e 3 B

Sl 4 ) 1k 4 2 2R 5

WERE - F—-WE+ _H=+—HILEFERX
A LLA300E BN R R I — [ g A " 2
BEEAT W Ay o BRI - AS 4 [ 2 M6 A F R
Z HERE FHO5% 1 NN £296.46% » i 52 I 12 il P 4
i ¥ 113,306,000 70 LA R AR 28 7 A A ME Ak 1
% 1 J1113,306,000% T °

W5 Wi 5 58 B B % B

A AR AR AT RSB IE T C 5

(a) HEBAFZRS

2015 2014
“ERAE CE
HK$’ 000 HKS$’ 000
T#T T#E T
Purchases and subcontracting ] R 51 4% J5 ok M K
services from (Note i): AL FA R (K i) -
An associate — [ B A - 116
An investee — MBI E N H 158 1,166
Sales of goods to a joint venture AR
(Note i) (Bt 5E1) 3,780 4,323
Royalty fee to a joint venture 1] — [H] & 78 A 2E AT
(Note ii) ZRERTHE S (5L 1,234 1,187
Loss on disposal of a subsidiary o] — [ &5 A 26
to a joint venture — W] B B 2 W 2 48 = 580
Notes: B 5T

(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.

@) 1 [T HB A 2 ) B R 45 ) R M R R A )
BERREE > DA B 1) — (] 5 A SE B 4 B A T I AR SR
P B R P AT o 2 B e ) AN AR I B 22
53 75 i R B[R] AR fEE -

(i) A A O AT AT 2 R T DRI A SR
90 52 ) 5 R R T 2 AR o
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40 RELATED PARTY TRANSACTIONS AND
BALANCES (CONTINUED)

(b) Year-end balances with related companies

RO We WOMR B A R A A

S 25 e % Bt ik

40 BT 22 By I i B (B

(b) B[R Bk 2 ] 2 AR K &5 B

2015 2014

SR -RE N

HK$’ 000 HK$’ 000

Tt T 0

Receivables from joint ventures JE S A& 8 A 2E A 4,044 5,471
Payables to related companies: JRE AT IR e 2 W FKIE

Joint ventures (R ToE 2,009 948

An investee — [H B & N 6 303

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.

R i — T i SR T TR T B ol i
B o BRAH S MEARAT - SR R 5 R

fH%E -

JRE ASF Bl W 2 ) K TH T Bl R R R
HEOE I HE 2 52 5 FE AR o BRE S BEAEAT -
B W4 R O R 2 AR

—BY A 25 A\ ES

(¢) Loans to a joint venture () T—HI&BEIEMK
2015 2014
SR -RE N
HK$’ 000 HK$’ 000
T R
At 1 January w—H—H 5,308 -
Loans advanced during the year AR IR i L ROH 3,309 5,308
At 31 December Rt+ZA=+—H 8,617 5,308
The loans to a joint venture are unsecured, interest-free and T A A AR AR B

repayable according to the agreed terms. 37 4% O ) 3 2 Rk (B o
(d) Key management personnel remuneration d) FEEHABZHM

Remuneration for key management personnel of the Group,
including amounts paid/payable to the directors of the
Company were as follows:

A EEE MR ZHM (BT
AN RIS 2 0H) IF

2015 2014

ZE R —F—P4E

HK$’ 000 HK$’ 000

T 0 THTT

Salaries, allowances and bonuses Pz~ RN R AEAT 17,533 23,174
Defined contribution pension costs & &8 flt R AR 4 B A 18 64
Share-based payment expense DA B o FE B 2 A5 B BH 3¢ 537 11,084
18,088 34,322
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41 BALANCE SHEET AND RESERVE 41 AR wl e AR B
MOVEMENT OF THE COMPANY
Balance sheet of the Company AN EERAME
As at 31 December
wr_H=4+—H
2015 2014
Z®nE ST -NE
HKS$’ 000 HKS$’ 000
Tt Tt
Non-current assets FE B EE
Investments in subsidiaries T B JE s\ 2 & 368,822 368,822
Current assets W)
Other receivables Al A B K 479 133
Derivative financial instrument 4T A 15,919 -
Amount due from a subsidiary JRE WAz — PR BFF J8 2 7 B 3K 1,132,684 1,239,394
Cash and cash equivalents Bl BB 4 EY) 1,429 81
1,150,511 1,239,608
Current liabilities I =K
Other payables and accrued charges H A 8 A MR R B R 2 6,174 11,273
Convertible bonds ] 4 1% 5 77 - 680,716
Bank loans — unsecured FRAT B K — ML 600,792 -
606,966 691,989
Net current assets T B A R 543,545 547,619
Total assets less current liabilities A 7 k) B 912,367 916,441
Equity HE %2
Share capital A 164,914 164,914
Reserves G 747,453 751,527
Total equity HARE AR 912,367 916,441
Approved by the board of directors on 29 March 2016. CEFERGR F—RNEA T -
CHEN YING-CHIEH CHANG CHIH-KAI
Bt 9% 2% Rl
Director Director
#H #zH
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41 BALANCE SHEET AND RESERVE 41 Aoy vl R A A G i 5 B (F])
MOVEMENT OF THE COMPANY
(CONTINUED)
Reserve movement of the Company A2 ] itk £ 5 )
Convertible Share-
Capital bonds Warrants ~ Currency based
Share redemption Contributed capital Other capital  translation  payment  Retained
premium  reserve  surplus  reserve  reserve  reserve  reserve  reserve  profis Total
W
R LR e pAl £ 11 %4

RfiE  WEGE  SARE  EARE  RRRE  AARE  BXERE  OHEE  REEN it

HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HKS'000 HKS$000 HKS$'000  HKS$000

b Fdx Tk fEx FEx FEx FEx TR FEx T
(Note 34(a))  (Note (a))
(Wikd@) (k@)

At 1 January 2014 RZZ-WE-H—H 120281 2880 152,801 26,178 - 30330 35437 76,605 62,684 840,328
Currency translation differences EjiZE - - - - - - (13880) - - (138%0)
Loss for the year EREs - - - - - - - - UM s
Dividends it} - - - - - - - - 003 9070)
Lapse of wartants AR - - - - - (637) - B X1 -
Write-back of unclaimed dividends & F1 K UL E - - - - - - - - j 3
Share option scherme: FER 8l -
Value of grantee services RN R - - - - - - - 199 - 19%
Transfer upon lapse B R gt - - - - - - - (1,576) 1,576 -
of share options
Termination of the Old Bonds K LERS (0

(Note 30) - - - (2617) 28,564 - (2,386) - - -
Recogaition of the New Bonds AT % (HEEE30)

(Note 30) - - - 24627 - - - - - 24627
At31 December 2014 REF-METZAZA-0 10281 28 INY W7 2856 - LT s 3508 TSN
Currency translation differences ERER - - - - - - (252%) - - (255)
Profit for the year EREA - - - - - - - - 16338 16338
Share option scheme: RRHERHA -

Value of grantee services RN ERE - - - - - - - 4,846 = 4846

Transfer upon lapse PR A - - - - - - - (13%1) 1391 =

of share options
Redemption of the New Bonds el 6 (Hb0)

(Note 30) - - - (40 (28564) - - - 53,191 -

At31 December 2015 REF-HEFZAZE-0 10281 2880 152891 - - - (6,087) 8913 38573 4TSS
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41 BALANCE SHEET AND RESERVE
MOVEMENT OF THE COMPANY
(CONTINUED)

Notes:

(a)

(b)

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.

Distributable reserves

The Company’s reserves available for distribution to its shareholders
of the Company comprise share premium, contributed surplus, 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.

42 BENEFITS AND INTERESTS OF
DIRECTORS

114

(a)

Emoluments of directors and chief executive officer
(‘SCEO”)

The remuneration of each director and the CEO of the
Company for the year ended 31 December is set out below:

41 A2 B E a0 R Mk e 5 B ()

Bt 5
(a) BN

AN E Z AL ERAR A A AR UL AR A ) E
AELUSC I B ) 2 T TR AR B AR 2 ) R WS T
AT 2 AN T (B 5 2 2R

(b) AT IR Gk

Ay T ]I IR AR 2 ) R 2 fol AR LA B i
B~ BN BLER - LUBC 0 F R 2 A A AT D £ B L
F o MLIE B 2R A GRERT) » AR Z
AT A 1 M SR UR s S IR, > M O WAL
BT A ) 2 A SRR 1 B B A 23 IR R AR
B > RN FLZRER B W B AL b R i
TE o B i (878 W] DASSUR AL BB 300 IR o AREEAS 2
Rl 2 AR AR A > B LAA A R 2 A 5
oAb ol 4R CBLE FB f k 18) S o

42 L5 B R

(a) 3 RATBOARE ([1T B ]) M &

WETZA=ZT—HILEE KX KE
R ATEARR e

Charge/
(reversal) of ~ Employer’s
share-based  contribution

Discretionary payment to a retirement
Fees Salaries bonuses expense benefit scheme Total
VAR B 24
Eg 2 fha fE: 1
WML/ BkEA
W e Wt (R BB gt
Notes ~ HK$°000  HK$'000  HK$000  HK$000  HK$000  HKS$ 000
g3 Titn Tl Tl Tl Tt Fit
2015 “E-TE
Name of director EREA
Mr. Chen Ying-Chich (CEQ) ~ WA (FFEAH) (i) - 4,389 - 1,937 18 6,844
Mr. Chang Chih-Chiao REELE (ii) - 1,535 - (1,352) - 183
Mr. Chang Chih-Kai AL (ii) - 1,535 - (1,576) - (41)
Mr. Chen Tommy Yi-Hsun ~— BEIRE) 2/ (ii) - 1,535 - (541) - 994
Mr. Huang Shun-Tsai HIERE A (i) 150 - - - - 150
Mr. Kuo Jung-Cheng PRRAE (i) 150 - - - = 150
M. Lee Ted Tak Tai BEREA Q) 425 - - - = 425
725 9,494 - (1,532) 18 8,705
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42 BENEFITS AND INTERESTS OF
DIRECTORS (CONTINUED)

(a)

(b)

(o)

(d)

42 HHFEM 5 MW ()

Emoluments of directors and chief executive officer (a) EHRITBAKRMS ()
(Continued)
Chargeof  Employer’s
share-based  contribution
Discretionary payment to a retirement
Fees Salaries bonuses expense benefit scheme Total
DA 13 55 fEEm
ER2MT RIKAER
e e ML WXERR RS a5t
Notes  HKS$’000 HKS$’ 000 HKS$’ 000 HKS$’ 000 HKS$’ 000 HKS$’000
fitit T T Tk Tk Tk T
2014 I Sl 2
Name of director HEMEA
Mr. Chen Ying-Chieh (CEQ) ~ WESZRFE (FFBAH) (i) - 4,967 1487 3,015 17 9,486
Mr. Chang Chih-Chiao REELL (i) - 1,565 261 1,507 - 3333
Mr. Chang Chih-Kai AL (ii) - 1,565 261 1,746 - 3572
Mr. Chen Tommy Yi-Hsun VR it (i) - 1,565 261 956 - 2,782
Mr. Huang Shun-Tsai I B e () 150 - - 150
Mr. Kuo Jung-Cheng PRRAAE (i) 150 - - - - 150
Mr. Lee Ted Tak Tai FEELE (i) 45 - - - - 425
725 9,662 2,270 7,224 17 19,898
Notes: it 5%
(i)  The emoluments paid or payable to the directors of the Company (i) AN T HE S 2 T4 T M A A ) AR N w R AR
were in respect of their respective services as a director of the FH B8 o RS S A s RE AT o
Company.
(ii) The emoluments paid or payable to the directors of the Company (i) AN ) F 2 A T AR PR 0 S A B AR ]
were in respect of directors’ other services in connection with Bl R A 2 =5 1 R A Y A AR A 1 S A
the management of the affairs of the Company or its subsidiary BEAT o
undertakings.
Retirement benefits and termination benefits of (b) #3538 Uk fm A B 2% ok 0 0 mR A o B
directors, and consideration provided to third PE 3 IR 05 1m0 58 = O 1R 3 Al 1 1
parties for making available directors’ services
For the two years ended 31 December 2015, no retirement BWE_FE—NHE+ A =+—H L mEFE
benefit and termination benefit was paid or payable to any B ?E%ﬂf [ia] A B AT o] 25 2 S A mk B A AR
director of the Company. No consideration was paid or payable PRAR ) e %6 11 A 10 A o R A L
to any third party for making available any director’s services. IR 5 1] 4% ﬁgﬁ =07 AT HREATACAE -
Information about loans, quasi-loans and other () ABVES - ZFHP ﬁ@ ZPEwE AN
dealings in favour of directors, controlled bodies 06 % B B Ay % m A M B AK - U
corporate by and connected entities with such Bk B HAl A2 5 v E B
directors
As at 31 December 2015 and 2014, no loan, quasi-loan or WHE - F—HEL _F—WNUHE+_H
other dealing was entered into by the Company or any of =+—H> ZIK/\ A J H fﬁﬁ I &g 1> 2 HE e
its subsidiary undertakings in favour of any director of the FUOL B K~ MR M HoAh 32 5 LA AR 2N F AT
Company, any controlled body corporate by or connected Tl EE =~ AR 2N W AT 0] 38 S5 9 AT o] 32 1 1 i
entity with any director of the Company. UNCE B 4 VTS PN
Directors’ material interests in transactions, d) EHERRY - ZHEGHZERRESR

arrangements or contracts

No significant transactions, arrangements and contracts in
relation to the Group’s business to which the Company 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.

R R AR A AR A BE AE A H B 4F AT
B [H] 5T o7 SR AR WS BSAT )  EAS N R
A T B R ] e R AR 2 R
LG~ HHEEH -
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For the years ended 31 December

BET A= HILER

2015 2014 2013 2012 2011
- Sk i ZE— Y4 SRS N S e S
HKS$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
Tt Tk Tl T Tt
Results ES
Turnover wEH 8,379,095 10,355,616 10,446,540 10,529,100 8,576,762
Gross profit EA 4,724,729  5737,558 5,838,287 6,228,832 5,243,777
(Loss)/profit before income tax B It 15 #i Al
(E48) /& A (512,460) 221,340 464,431 1,307,314 1,322,081
(Loss)/profit for the year PLUR & 7 BEAG4E A
attributable to: (E18) /& A - (380,087) 182,149 334,334 974,763 944,731
Owners of the Company N/NEIE7 Z SN (378,888) 176,031 329,144 955,673 933,063
Non-controlling interests T HE ) M W A (1,199) 6,118 5,190 19,090 11,668
Basic (loss)/earnings per share  HEMEHEA (5H)
(HK cents) B (AL (23.0) 10.7 20.0 58.1 57.0
Dividend per share (HK cents) &S Gl = 3.5 8.0 18.0 17.0
As at 31 December
BEZA=+—H
2015 2014 2013 2012 2011
ZE-RE CE-NE CDF-SE DE-TE DRk
HK$’ 000 HK$’ 000 HK$’ 000 HKS$’ 000 HKS$’ 000
Tl T T THT Tt
Assets and liabilities Rk A
Total assets A 6,763,158 7,660,413 7,822,316 7,271,449 6,546,610
Total liabilities N =R 2,114,032 2,408,022 2,572,487 2,234,853 2,314,984
Total equity attributable to: DL &5 HE A
HARERT 4,649,126  5252,391 5,249,829 5,036,596 4,231,626
Owners of the Company EN/NEIE XEDN 4,462,615 5,057,952 5,043,722  4,825336 4,035,867
Non-controlling interests T4 VEHE A 186,511 194,439 206,107 211,260 195,759
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