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FINANCIAL AND OPERATIONAL BB P 28 T B
HIGHLIGHTS
FINANCIAL PERFORMANCE R B
Six months ended 30 June
BREAA=ZTHIEAMA
2015 2014 Change
e S “E-PE &
Turnover (HK$’ million) B (BT 4,374.3 5,080.7 13.9%
Gross profit (HK$’ million) B (EEBET) 2,654.6 2,865.5 -1.4%
Operating profit (HK$’ million) BERA (HEBT) 11.0 240.7 95.4%
Profit attributable to owners EN/NGIE ¥ SN R
of the Company (HK$’ million) (H##T) 25 1724 -98.5%
Gross profit margin (%) EHHR(%) 60.7 56.4 +4.3ppt A 7+ 3
Operating profit margin (%) 8 B R (%) 0.3 4.7 -4 4ppt H 7B
Net profit margin (%) MR 2 (%) 0.1 34 -3.3ppt A4
Basic earnings per share (HK cents) R AR A (L) 0.2 10.5 -98.1%
Interim dividend per share (HK cents) RS G Al - 35 -100.0%
KEY FINANCIAL INDICATORS B Jup it
Six months ended 30 June
REAA=ZTHIEAMA
2015 2014 Change
“ERE e S IES Ed ]
Average inventory turnover (days) (Note 1) FEBEEM (H) (i2—) 238 208 +30
Average debtors turnover (days) (Note 2) T RECR GRS (H) (#7=) 14 13 +1
Average creditors turnover (days) (Note 3) T REATIRFCEER (H) (#2# =) 105 114 -9
Cash conversion cycle (days) (Note 4) BEMERKE(H) (#z7m) 147 107 +40
Capital expenditure (HK$’ million) (Note 5) B (HEWET) (7 4) 1413 246.7 -42.7%
Asat
J#
30 June 31 December
2015 2014 Change
I S S ZER A
AAZHHE A=t —H L
Cash and bank balances (HKS’ million) (Note 6)  Hi 4 RRIT &5 6% (B 86 70) (W #~) 915.5 1,528.7 -40.1%
Bank loans (HK$’ million) BT (F&#T) 495.1 96.5 +413.1%
Convertible bonds (HK$’ million) W RS (A ) - 680.7 -100.0%
Equity attributable to owners EN/NCIE 2PN £
of the Company (HK$’ million) (T #T) 5,063.8 5,058.0 +0.1%
Current ratio (times) (Note 7) GERELE ) (Wiat) 3.0 2.4 +0.6
Net gearing ratio (%) (Note 8) FEBLR®%) (M2 Net cash H 51 & Net cash 3 5 & N/A i A
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Notes: MaE -

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 the number of days of the relevant period.

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 the number of days of the relevant
period.

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 the number of days of the relevant
period.

The calculation of cash conversion cycle (days) is based on the
average inventory turnover (days) plus average debtors turnover
(days) minus average creditors turnover (days) of the relevant period.

Capital expenditure comprises acquisition of land use rights and
property, plant and equipment, cash expenditure on license rights and
capital contribution to joint ventures.

Cash and bank balances comprise cash and cash equivalents, pledged
bank deposits and structured bank deposits.

The calculation of current ratio (times) is based on total current assets
divided by total current liabilities as at the relevant period end.

The calculation of net gearing ratio (%) is based on net debt (being
the total of bank loans and convertible bonds, less cash and bank
balances) divided by the equity attributable to owners of the Company
as at the relevant period end.

Turnover Analysis for the six months ended 30 June
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

Group Performance

For the six months ended 30 June 2015, the Group’s turnover
decreased by 13.9% to HK$4,374.3 million (2014: HK$5,080.7
million). Gross profit decreased to HK$2,654.6 million (2014:
HK$2,865.5 million) with a year-on-year decline of 7.4%. Operating
profit decreased to HK$11.0 million (2014: HK$240.7 million).
Profit attributable to owners of the Company was HK$2.5 million
(2014: HK$172.4 million). Basic earnings per share was HK0.2 cent
(2014: HK10.5 cents). The board of directors (the “Board”) did not
recommend the payment of an interim dividend in respect of the
financial year ending 31 December 2015 (2014: HK3.5 cents per
share).

Market Overview

China’s gross domestic product (GDP) growth further slowed down
to 7.0% in the first half of 2015, from 7.4% in the same period last
year. The growth in total retail sales of consumer goods decelerated
to 10.4% for the first half of 2015 from 12.1% and 12.7% for the
same period in 2014 and 2013 respectively. Chinese economy has
entered into a “new normal” as the growth continued to decelerate.
This led to adjustments in various industries and sectors, and the
economic environment became volatile, which was reflected in the
soft consumer sentiment. Besides, e-commerce channel continued
its high growth, and therefore intensified the competition with
retailers.

The delayed spring and summer seasons in 2015 placed further
challenge to fashion retailers. Local regional chains in the mass
market segment of ladies’ shoes resorted to earlier launch of deeper
discounts, and resulted a highly promotional and discount-driven
competitive environment. Retailers were squeezed further from the
inflationary pressure of operating costs including labour cost.

Core Brands Business

The Group’s Core Brands business refers to the retail business of
ladies’ footwear under its own brands, “Daphne” and “Shoebox”
in Mainland China. During the first half of the year, the consumer
sentiment remained soft, yet the erratic weather with delayed spring
and summer seasons further dampened the appetite for shopping.
This led to intensified competition in the mass market segment for
ladies’ shoes as some aggressive peers offered deep discounts much
earlier. Nevertheless, the Group upheld its discounting policy until
the adverse effect of the weather subsided.

Against this backdrop, turnover of the Core Brands business
recorded a year-on-year decline of 13.9% for the first half of the
year to HK$4,034.9 million (2014: HK$4,685.0 million), as a
result of a negative same store sales performance and net store
closures. Pressing on with its cautious approach to store network
development, the Group had a net decrease of 181 points-of-sale
(“POS”) during the period and had a total of 6,221 POS under
its Core Brands, comprising 5,631 directly-managed stores and
590 franchised stores, as at 30 June 2015. Segment revenue from
external customers still accounted for 90% of the Group’s total
revenue during the period under review (2014: 91%).
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Number of POS of Core Brands business:

RO We WOMR B A R A A

Lo i RS BB H

At 30 June 2015 At 31 December 2014 Change
REF-BEAA=ZFR R-F-WEF-A=1—H BE)
Directly-managed stores HEE 5,631 91% 5,748 90% -117 -2.0%
Franchised stores s 590 9% 054 10% -64 -9.8%
Total At 6,221 100% 6,402 100% -181 -2.8%

Number of POS of Core Brands business by city tier:

At 30 June 2015

FEI TIT AR 19 12 0 oty S 75 5 B

At 31 December 2014 Change

REZZF-LEAA=ZTH

REE-EF A= —H

Tier 1 — Bk 724 12% 731 12% -7 -1.0%
Tier 2 s 1,556 25% 1,607 25% -51 -3.2%
Tier 3 EX3 i 1,183 19% 1,238 19% -55 ~4.4%
Tier 4-6 WEpaN$ ] 2,758 44% 2,826 44% -68 ~2.4%
Total a3 6,221 100% 6,402 100% -181 -2.8%

In an attempt of further market segmentation, the Group enriched
and restructured Daphne product range into seven product series
in spring & summer season this year to enhance its appeal to a
broader customer base and to increase its differentiation from the
competitors. The enhanced product series, namely, are Parties &
Evening Charm, Cosmopolitan, Soft & Comfort, Daphne Young,
Ondul, Hello Kitty Collection by Daphne, and Dulala. Each of
them is tailored to different customer niches and serves different
occasions. The Group also added one of the top young actresses
in Mainland China, Cecilia Liu, to its group of spokespersons
(including the popular Korean actress, Jun Ji-Hyun, and pop singer
and leading actor, Nicholas Tse) to endorse one of its core product
lines — Cosmopolitan. By increasing the association of the product
lines with the spokespersons, the Group built a strong brand image,
and improved the marketing efforts.

Gross profit margin for Core Brands business expanded by about
2.9 percentage points to 58.9%, due to the improved sales mix of
new products during the first half of the year, in spite of a year-
on-year drop of about 8.2% in its average selling price. However,
the decrease in sales exerted significant pressure on inventory
management and operating margin. Although the overall inventory
level for the interim period was lower than that of six months ago,
inventory turnover days increased to 238 days because of the lower
sales. Due to the high fixed cost structure of the Group’s retail
operation, and inflationary pressure on key operating costs, the
operating profit margin of Core Brands business was significantly
affected by negative operating leverage and decreased to 1.0%
(2014: 5.7%).
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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) while the fast-growing e-commerce unit
increased its contribution to this business segment in recent two
years. For the six months ended 30 June 2015, turnover of the Other
Brands business increased by 8.6% year-on-year to HK$ 389.0
million (2014: HK$358.1 million). The Other Brands business
segment accounted for approximately 9% (2014: 7%) of the Group’s

total turnover during the period under review.

Turnover of mid- to high-end brand portfolio decreased slightly
due to a net reduction of 7 POS during the period under review.
However, this brand portfolio’s performance continued to improve
as a result of the persistent effort to focus on the performance on a

per-store basis.

The Group’s e-commerce business continued to achieve sales
growth, and maintained its profitability. Its sales growth is mostly
driven by volume, and its increased sales mix in new products
helped enhance its gross profit margin. It has also strengthened
its partnership with major online shopping platforms, especially
Tmall, which will increase its competitiveness over its online
peers in the future. Moreover, the Group remained committed to
its O20 (“online-to-offline”) initiatives which will offer stronger
support to its online sales, allowing the Group to provide faster
delivery and more efficient service, and to enhance overall inventory

management.

The Other Brands business continued to improve its gross profit
margin, and recorded an operating profit of HK$5.0 million (2014:
loss of HK$8.5 million).

Awards

Daphne’s strong brand awareness and customer loyalty in China was
evidenced by its top ranking in the “China Brand Power Index 2015”
(Women’s Shoes category), and the Group had won this accolade
for the fifth consecutive year. This independent annual survey
was conducted by Chnbrand, an institution funded by the Chinese
Government’s Ministry of Industry and Information Technology,
and reputed as 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.

The Group was also awarded “Best IR Company” in the small-cap
category in the inaugural Investor Relations Award 2015 organised
by the Hong Kong Investor Relations Association. The Group was
delighted to receive recognition for its endeavours in corporate
governance and investor relations.
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FINANCIAL REVIEW

Segmental Analysis

The business performance of individual segments for the six months

$i4 75 1ol i
vigi vigin

o ERIR B E N H = Bk R A 0 2EH R B

ended 30 June is summarised as follows: HINE -
Core Brands Business Other Brands Business Manufacturing Business
AN E S Al S 5 R H

2015 2014 2015 2014 2015 2014
(HKS$ million) (i) “EF-nE CEF-NE ZF-n4 CF-NE ZF-nE CE-NE
Revenue from external customers — #4M & i 3,956.3 46134 389.0 3381 289 109.2
Inter-segment revenue Ve 78.6 71.6 - - 4553 471.8
Total segment revenue I3 b g A 4,034.9 4,685.0 389.0 358.1 484.2 581.0
Segment gross profit HHEH 2,376.5 2,622.1 249.0 233 39.6 13.3
Segment gross margin RBEFF 58.9% 36.0% 64.0% 62.4% 82% 2.3%
Segment operating profit/(loss) /M FREEE R A/ (f548) 418 264.8 50 (8.3) 6.6 (21.2)
Segment operating margin Vog: =72k 1L0% 5.7% 13% (2.4%) 14% (3.6%)
Liquidity and Financial Resources WB 4 M BUE IR

As at 30 June 2015, the Group had cash and bank balances,
comprising cash and cash equivalents, pledged bank deposits and
structured bank deposits, amounting to HK$915.5 million (31
December 2014: HK$1,528.7 million) denominated mainly in

Renminbi.

The net decrease in cash and bank balances of HK$613.2 million
(2014: net increase of HK$53.0 million) is analysed as follows:

S ARAL o

T -RAENAZTH > AEE B S KRIT
AR (L5 B8 RS EY - CIRIFRITAE 3K X
SRATHEHEAF 30 9155 H Bl (—F —U4E+—
H=1—H 152870 &% 0) » FTEUARKES

4 MARAT &SRR Y6132 B o (W F—Y
A FREINS3.0E Bk IT) AT IN R

Six months ended 30 June

BEAA=THIEAMA

2015 2014
“E-HAE F g
HKS$’ million  HKS$’ million
HEET AT
Net cash (used in)/generated from MEEE) () S EENE ST
operating activities (213.6) 279.3
Capital expenditure BB 52 (141.3) (246.7)
Net dividend paid B B B RE 0.5) (34.0)
Net interest received/(paid) Bl (B FLE 5 15.3 (8.6)
Proceeds from disposal of property, B - BE R A K
plant and equipment 6.6 1.3
Net bank loans borrowed O SRAT Bk A 398.7 29.5
Decrease in entrusted loans ZRE B D 3.1 55.5
Redemption of convertible bonds AJ 46 J A 5 1 [ (695.5) -
Effect of exchange rate changes and others [ & 5 ) 2 %% J& H A 14.0 (23.3)
(613.2) 53.0
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On 12 June 2009, the Company issued unlisted and unsecured RMB
denominated USD settled convertible bonds due in 2014 with a
principal amount of RMBS550 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$695,464,000 upon its maturity on 24 April 2015.
All the payment was satisfied by the Group’s internal cash and
bank borrowings. As at 30 June 2015, no convertible bonds were
outstanding.

As at 30 June 2015, the Group had unutilised banking facilities
amounting to HK$282.8 million (31 December 2014: HK$61.6
million). The Group’s current ratio was 3.0 as at 30 June 2015 (31
December 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 period,
the Group placed a number of principal-protected structured bank
deposits with registered banks in Mainland China. Total bank
interest income earned for the period was HK$16.8 million (2014:
HK$19.3 million).

As at 30 June 2015, the Group’s net gearing, calculated on the
basis of net debt (being bank loans less cash and bank balances
(31 December 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 (31 December 2014: net cash) position.
The bank loans were at floating rates during the period under review.

Foreign Exchange Risk Management

Management closely monitors the market situation and may consider
tools to manage foreign exchange risk whenever necessary. During
the six months ended 30 June 2015 and 30 June 2014, the Group
entered into a foreign exchange forward contract to hedge the
foreign exchange risk exposure on a bank loan denominated in USD.

Pledge of Assets

As at 30 June 2015, the Group’s pledged bank deposits amounting to
HK$3.4 million (31 December 2014: HK$6.9 million) were pledged
for banking facilities.

Capital Expenditure

During the period, the Group incurred capital expenditure of
HK$141.3 million (2014: HK$246.7 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 30 June 2015 and 31 December 2014, the Group had no
significant contingent liabilities.
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Human Resources

As at 30 June 2015, the Group had a workforce of about 23,000
(31 December 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 period under review was HK$656.3 million (2014:
HK$736.9 million). The Group values its human resources and
recognises the importance of retaining high calibre employees.
Remuneration packages are generally structured with reference to
market conditions and terms as well as individual qualifications. In
addition, share options, share appreciation rights and discretionary
bonuses are granted to eligible employees based on the performance
of the Group and of the individual employee. The Group also
provides mandatory provident fund schemes, medical insurance
schemes, staff purchase discounts and training programmes to

employees.

OUTLOOK

Although the uncertain market outlook in the second half of 2015
now is further clouded with the recent volatility in the stock market,
the management team has dedicated itself to taking necessary steps
to improve the second-half results of 2015 as well as building
stronger fundamentals to pursue long-term growth. To cope with
the intensified competition both online and offline, the Group puts
focus of its improvement programme on boosting sales, improving
inventory management, expense control and accelerating its
e-commerce growth. While stepping up its promotional activities for
the remainder of the summer season, the Group is also reviewing and
modifying its strategies for merchandising, pricing and promotion
for the upcoming autumn and winter seasons. The Group will also
consider store rationalisation, along with some major adjustments
in its offline distribution channels. For the initiatives to enhance
operational efficiency, the Group is committed to improve its
execution through ongoing review and fine-tuning. The Group is
also working on an expansion plan for its e-commerce business and
will allocate more resources to fuel its growth and O20 initiatives,
which will include deepening its collaboration with various
e-commerce platforms. While the performance of the Group for the
first half is below expectations, the Group endeavours to improve its

performance for the second half of the year.

The Chinese government has been implementing policies to promote
domestic consumption. Urbanisation continues and disposable
income of both urban and rural populations grows consistently,
along with the trend of increasing minimum wages. Beyond cycles,
the mass market is still a structurally growing sector where Daphne
is positioned firmly at the top. Although the headwind is strong,
the Group is determined to make bold moves to adapt to the “new
normal” of China and strengthen its competitiveness, by leveraging
its core strengths, unparalleled national brand equity, and healthy
balance sheet, so as to strive for growth in the medium and long
term.
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CONDENSED CONSOLIDATED INCOME

STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2015

Interim Report 2015

il W) & A W A 3R

BE E—HFENA=ZTHIEASEA
Unaudited
B H

Six months ended 30 June

BEAA=THIEAMA

2015 2014
“E—RE FEE
Note HK$’ 000 HK$’ 000
Bt 5E T T T
Turnover B 6 4,374,270 5,080,665
Cost of sales FER N (1,719,673) (2,215,146)
Gross profit EBA 2,654,597 2,865,519
Other income HoAbg A 7 27,118 42,400
Other (losses)/gains — net HAth (F518) g — 1F 8 8 (27,248) 2,719
Selling and distribution expenses BB A B BH 32 (2,433,638) (2,424,859)
General and administrative expenses — B e AT BLBH S (209,807) (245,041)
Operating profit g mA 9 11,022 240,738
Finance costs A 5 A 10 (8,460) (21,756)
Share of losses of associates and joint JRE A W 2 A R S A A 2
ventures e 15 (1,571) (2,572)
Profit before income tax W Jor A5 B Ay 28 991 216,410
Income tax credit/(expense) FrS B, (B %) 11 7,954 (41,615)
Profit for the period W& A 8,945 174,795
Attributable to: PLR £ 7 EAS -
Owners of the Company EN/NEIE ZEWN 2,534 172,360
Non-controlling interests FE FE i) P BE 2 6,411 2,435
8,945 174,795
Earnings per share 9 I 2 12
Basic (HK cents) FEA (AL 0.2 10.5
Diluted (HK cents) B (AL 0.2 10.5

The notes on pages 19 to 31 are an integral part of these condensed

consolidated interim financial information.

12

193 VH 2 Wk 2 Al W 45 5 v 9 I 5 R 2
AR



o R % 2015

CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE

INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2015

RO Y W OPR OO

i WA k5 T R R

BEE-HFEANA=+THIEAMEA

Unaudited
KB EY

R A F

Six months ended 30 June

BEAH=THIEAMA

2015 2014
“E-HE U
HK$’ 000 HK$’ 000
T# T#TT
Profit for the period W & A 8,945 174,795
Other comprehensive income HCAth 4 THT A 2
Item that may be reclassified subsequently ] A HAR B i - 2845 2 HH -
to profit or loss:
Currency translation differences arising VA1 SE S B A 2 B b0, 25 B
from foreign operations 214 121
Item that will not be reclassified AR EAE M EHERNIEHE -
subsequently to profit or loss:
Currency translation differences arising I AP ETS AR 2 T S B
from non-foreign operations (184) (153,754)
Total comprehensive income IR 4 T A i AR RE
for the period 8,975 21,162
Attributable to: PLTR & 5 AL
Owners of the Company EN/NEIE ZEWN 2,893 22,287
Non-controlling interests FE P il M 2 6,082 (1,125)
8,975 21,162

The notes on pages 19 to 31 are an integral part of these condensed

consolidated interim financial information.

SE10E31 H 2 M5t A ARG A48 & I & R 2

RS o

13



Daphne International Holdings Limited Interim Report 2015

CONDENSED CONSOLIDATED BALANCE fiiigia &A%

SHEET

AS AT 30 JUNE 2015 R oE—HFEANA=TH

Unaudited Audited
A R % REF
30 June 31 December
2015 2014
R LA T AR
AH=Z+H +ZA=+—0
Note HKS$’ 000 HK$’ 000
Bt &E Tt T#IT
Non-current assets W B E E
Intangible assets AT 14 76,283 78,948
Land use rights & b 5 R 15 85,325 76,509
Property, plant and equipment W~ R7 A 16 1,325,117 1,377,485
Interests in associates i /N P i 2,151 2,214
Interests in joint ventures A ESE LS 2,754 4,071
Available-for-sale financial asset AT B 4 A 374 374
Deposits paid for acquisition of land use ke B e el I HE K W) S R
rights and property, plant and equipment Bkt 2 A 4 28,210 26,750
Long-term rental deposits and prepayments = FH 4 ¥ 4 M T8 ] 31 0 164,640 163,780
Deferred income tax assets I SIE BT 15 Bl TE G 191,479 177,753
1,876,333 1,907,884
Current assets i B A
Inventories e 2,251,479 2,273,330
Trade receivables B 5y FE AR K 17 339,648 326,555
Entrusted loans T ENK - 3,070
Other receivables, deposits and prepayments HAth U B 2K ~ ¥ & K FEAT A 18 1,575,530 1,552,393
Income tax recoverable AT g [B] A5 L IE 70,330 68,503
Structured bank deposits SRAT &5 A7 2K 167,972 1,064,716
Pledged bank deposits S8R AT A7 3K 3,351 6,928
Cash and cash equivalents Bl KBl E S EY 744,223 457,034
5,152,533 5,752,529
Current liabilities i B £ R
Trade payables B 5 BE AR 19 724,671 1,005,154
Other payables and accrued charges At B A+ W 3 B FE R 2 487,327 550,935
Derivative financial instrument e am LA 20 4,042 -
Income tax liabilities JiT £ Bl B & 34,203 55,535
Convertible bonds [ELYdies 21 - 680,716
Bank loans — unsecured SRAT BT K — M 495,139 96,460
1,745,382 2,388,800
Net current assets B & 3,407,151 3,363,729
Total assets less current liabilities AR Tk U B £ 5,283,484 5,271,613
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Unaudited Audited
A 5% FANZ
30 June 31 December
2015 2014
RN ZE 4R
ANAZ+TH +-A=+—H
Note HK$’ 000 HKS$’ 000
i F#L T
Equity attributable to owners A2 W] BE AN RE A HE £5
of the Company
Share capital B A% 22 164,914 164,914
Reserves fiti fhi 4,898,880 4,893,038
5,063,794 5,057,952
Non-controlling interests I 72 1 1 E 2 200,024 194,439
Total equity HERE £ 5,263,818 5,252,391
Non-current liabilities I B A 1K
Deferred income tax liabilities % HE T A5 B0 JH B 19,576 19,132
Other non-current liability HoAth I 7 By A A 90 90
19,666 19,222
Total equity and non-current liabilities 48 HE 25 & JE i ) £ fi% 5,283,484 5,271,613
Approved by the board of directors on 25 August 2015. R FE-NAENA A EEEGRE -

CHEN YING-CHIEH

The notes on pages 19 to 31 are an integral part of these condensed
consolidated interim financial information.

Director

#HH

CHANG CHIH-KAI
iR Bl

Director

#HH

B9 VH 2 W5k J Al W 45 I 5 R 2
AR A o
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CONDENSED CONSOLIDATED s REA s By R
STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 JUNE 2015 BE_F-HHFEANH =+ HIEAMEA
Unaudited
KETH
Attributable to owners of the Company
ALTBE AR
Capital Convertible Share-based ~ Currency Non-
Share Share redemption ~ Capital bonds capital Other  payment ftranslation ~ Merger ~ Statutory  Reained controlling Total
capital  premium  reserve  reserve  reserve  reserve  IeServe  reserve  eserve  Ieserves  earnings Total  interests equity
WA
A ThkE e BWEL Fetait

Tk RERE  BE BARE WARE RERE RERE BB GORE  BERE RREN &b B L
HES'000  HES'000 HK$'000 HKS'000 HKS'000 HKS'00 HES'000 HKS'000 HKS'000 HES'000 HES'000 HKS'000 HES'000  HKS000
Tt TET TR TET  TEr TER TEx TEn TER TEn TER TEn TER TR

AtUanuary 2015 RoZ-1E-A-0 164914 10281 288 (19 MG B S0S 46466 WIS AMGI SIS 1443 5231
Profit for the perod Bnaf - - - - - - - - - B X X A ) B X
Currency translation differences KEELEH - - - - - - - 39 - - - 39 (329) Rl
Totalcompichensiv income AilaAE - - - - - - - 39 - £ X S 1A 1/
Dividends RE - - - - - - - - - - - - wn
Wrie-back o unclsimed BHASRRE - - - - - - - - - - ] 1 - 1
dividends

Share option scheme: SRIERH -

Value of grantee services KEARKEE - - - - - - 294 - - - - 294 - 294
Transfer upon lapse of share options R Gl - - - - - - (12889) - - - 12,388 - - -
Redemption of convetiblebonds BRI it 5 - - - -6 (28364) - - - - B - - -
Total transactions with owners HEH ARG - - - S (83 %) - - -G 29 w2
At30June 2015 REF-REAAZTA 164914 10281 288 (197 - SR 464965 WIS A0 S0 004 5263818
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B #2015 B UM OB BRA MR A A
Unaudited
KEEH
Attributable to owners of the Company
KATEHMER
Convertible
Capital bonds Warrants ~ Share-based ~ Currency Non-

Share Share  redemption ~ Capitel capital Other cpial - payment  translation Merger  Statwtory  Retained controlling Total
capital - premium Teserve Teserve Teserve eserve Teserve Teserve eserve ISV fesnes eamings Tol  interests equity
Wk

(] kS AEE BERC  ERER bt

WE o BBER  BE RAGE  RRRE RAGE RRRE GBE BE oBRE HRBE RERA &b B SE
HRSON  HKSON  HKSO0  HKSOM  HKSON  HKSOW  HKSON  HKSOW  HKSOO  HKSON  HKSO0 HKSOW  HKSM0  HESON  HKSOH
ThT  TEr TR TEx  TET TEr TR T TEL TR T T T TR Tix

At January 2014 REZ-RE-R-H 164914 120281 288 (197 2178 R XX 6605 389,005 W 1566% 3543640 SO 206007 549809
Profit for the period BREf - - - - - - - - - - -0 1m0 2435 1479
Curency ranslon differences & WS 2% - - - - - - - -0 - - S0 B30 (15363)
Total comprehensive income 2 (it 4 - - - - - - - - (1500m) - O /A T A N R
Shareof asocites' reerves. FEREE A AR - - - - - - - - H - - - # - #
Dividends & - - - - - - - - - - - () (198 (L010) — (33993)
Lapseaf warmants AR - - - - - - B - - - B K - - -
Writ-back of unchimed BEAERRE

dividends - - - - - - - - - - - 1 | - |
Share option scheme: BRtiEst:

Value of grateeservices KREARKRE - - - - - - -6 - - - N %) N X )]

Transfer upon lapse of kiR

share options - - - - - - - (1,180) - - - 1,180 - - -

Recogritonof the comerle  EE i =%~ 0%F

honds effectve on MAZTERER

25 April 2014 RS - - - - M - - - - - - - M - MM
Termination of the existing RERATRERES

convertible bonds - - - - (60 B - - (2,386) - - - - - -
Changes in ownershipnterestsin - 14631 5 B0

subsidiaries without change HBAAERE

of contl (i - - - - - - - - - - - BN6 B (1336 -
Toul tansacions withowners— SL4EA A6 68 - - - N TV TN 1 NN 1/ N VK )] - SS9
At30Tune 2014 REF-WERA=HH 164914 120281 288 (191 A6 28,564 - 871 436610 M 1566% 4000880  S0TT06 190666 5.267.972

The notes on pages 19 to 31 are an integral part of these condensed 55 19%31 B 2 [ 51 /4 7 i B0 45 & b W B4 5 &R 2
consolidated interim financial information. AH R EB Y o
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Daphne International Holdings Limited

CONDENSED CONSOLIDATED BHEABHERER

STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED 30 JUNE 2015 BE E—HFENA=ZTHIEASEA
Unaudited
%

Six months ended 30 June

BEAA=THIEAMA

2015 2014
SRR F U
HKS$’ 000 HKS$’ 000
T c T T
Operating activities KRBWGEEH X
Cash (used in)/generated from operations wE () S EAZE A (184,759) 385,334
Income tax paid SEREREY) (28,823) (106,029)
Net cash (used in)/generated from operating REEE ) R
Caetvites ZHEWM By 279305
Investing activities RETEH) »
Acquisition of land use rights and property, W bl RE R 3
plant and equipment W7 e v A ‘ (141,275) (245,600)
Proceeds from disposal of property, Y~ WS B s ok
plant and equipment ) 6,653 1,340
Entrusted loans made to suppliers e ﬁq PE ) § it K - (179,939)
Repayment of entrusted loans by suppliers PERET R 2 BRER 3,060 235,407
Decrease/(increase) in structured bank deposits AT K REAT KD () 896,744 (205,940)
Decrease/(increase) in pledged bank deposits E A SR AT A7 3 > (B m) 3,577 (2,491)
Interest received S &IPS B 16,804 13,185
Decrease in bank deposits with maturity fE O B = A8 2 AT
over three months 173K @6 b - 31,760
Acquisition of license rights WS Bl A O - (969)
Contribution of capital to joint ventures nhEAeERE - (100)
Net cash generated from/(used in) investing BEEBELE ()
Caetvites T 2 11 5563 (353347)
Financing activities il & 35 B)
Dividends paid e 1 5 - (32,983)
Interest paid e A F1LE (1,480) (21,756)
Proceeds from bank loans HRAT 3 2 WOk 465,139 210,420
Repayment of bank loans B AT B K (66,460) (180,960)
Dividends paid to non-controlling interests B A5 I 58 ) 4 E 55 1% S (497) (1,010)
Redemption of convertible bonds B ] ] 4 i £ (695,464) -
Net cash used in financing activities | MAmBPTR LR wE  (298762) | (26,289)
Increase/(decrease) in cash and cash equivalents W& RS Gy, () 273,219 (100,331)
Cash and cash equivalents at 1 January W—HA—HZ BRI aEEY 457,034 699,321
Effect of foreign exchange rate changes e % 53 ) %% 13,970 (28,476)
Cash and cash equivalents at 30 June WAAZ+THZE S RBE&%EY 744,223 570,514
Analysis of balances of cash and cash equivalents: 54 I 3 & % E Y &5 80 b -
Bank balances and cash SRAT 4G B M B & 612,198 448,980
Deposits with banks within three months el ;%1 =M A RLA
of maturity ZATAE K 132,025 121,534
744,223 570,514

SE19F3VH 2 W 5k 2 Al WA 45 5 b 9 I 5 R 2
LR Ay

The notes on pages 19 to 31 are an integral part of these condensed

consolidated interim financial information.

18



o R % 2015

NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

1

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 products, apparel
and accessories in Mainland China and export sales with major
customers in the United States of America (“USA”).

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.

This condensed consolidated interim financial information is presented
in Hong Kong dollars (“HK$”), unless otherwise stated.

This condensed consolidated interim financial information for the six
months ended 30 June 2015 is unaudited and has been reviewed by the
audit committee of the Company and approved for issue by the Board
on 25 August 2015.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the six
months ended 30 June 2015 has been prepared in accordance with
Hong Kong Accounting Standard 34, “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants and
it should be read in conjunction with the annual financial statements
for the year ended 31 December 2014, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”).

PRINCIPAL ACCOUNTING POLICIES

In the current interim period, the Group has applied, for the first
time, certain amendments to HKFRSs that are mandatorily effective
for the financial year ending 31 December 2015. The application of
the amendments to HKFRSs in the current interim period has had no
material impact on the results and financial position of the Group.

Save as described above, the accounting policies applied in the
condensed consolidated interim financial information for the six
months ended 30 June 2015 are consistent with those of the annual
financial statements for the year ended 31 December 2014, as
described in those annual financial statements.

RO We WOMR B A R A A
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AN A By B S S i T 2 A RA R s Ry
REBB A S I AERAR Bl o AN\ Z 5k
W= B2 AV i Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman Islands °
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

The preparation of interim financial information requires management
to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets
and liabilities, income and expense. Actual results may differ from
these estimates.

In preparing this condensed consolidated interim financial
information, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31 December
2014.

FINANCIAL RISK MANAGEMENT

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. This condensed consolidated interim
financial information does not include all financial risk management
information and disclosures required in the annual financial
statements, and should be read in conjunction with the Group’s annual
financial statements as at 31 December 2014.

There has been no material change in the Group’s risk management
policies since 31 December 2014.

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

The chief operating decision-maker (“CODM?”) has been identified
as the executive directors. CODM assesses the performance of the
business from a business unit perspective, i.e. core brands business,
other brands business and manufacturing business and allocate
resources accordingly.

CODM assesses the performance of the operating segments based
on a measure of segment results before finance costs, amortisation
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 stated after elimination of inter-
segment revenue. Inter-segment revenue is charged in accordance with
terms 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 USA. None of the customers accounted for
10% or more of the total turnover of the Group during both six months
ended 30 June 2015 and 30 June 2014.

The Group’s non-current assets, excluding deferred income tax assets,
are mainly located in Mainland China.
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6 SEGMENT INFORMATION (CONTINUED) 6
The following is an analysis of the Group’s revenue and results by

g1 #F & B (1)
VAR 5 A% 5 1 #4c T H 0 3 2 i e S AT

reportable segments:

Core Other Inter-
brands brands Manufacturing segment
business business business elimination Group
Bl b iR .
B ¥ BUEREE IR AR B
HK$’ 000 HKS$’ 000 HK$’ 000 HK$’ 000 HKS$’ 000
Ti#t T#u T 70 T T T
Six months ended 30 June 2015 BEF—HENH=1HIE
(Unaudited) AH (REFE)
Revenue from external customers HHNE P U 3,956,344 389,017 28,909 - 4,374,270
Inter-segment revenue 3 T ) e 2 78,560 - 455,267 (533,827) -
Total segment revenue Ay Tl 4R 4,034,904 389,017 484,176 (533,827) 4,374,270
Segment results IS 41,844 4,978 6,649 (10,553) 42,918
Amortisation of intangible assets JETE ¥ e 4 6 (2,529)
Corporate income e N ,546
Corporate expenses e 35 (31,913)
Operating profit £ A 11,022
Finance costs A R A (8,460)
Share of losses of associates B A v W) I
and joint ventures a2 ER (1,571)
Profit before income tax B BT £ i 991
Amortisation of intangible assets HETY G - 2,529 - - 2,529
Amortisation of land use rights -t i TR A S 593 - 660 - 1,253
Depreciation of property, L] % - Bk K
plant and equipment BT 148,232 4,455 11,109 - 163,796
Capital expenditure BB 107,416 2,215 31,644 - 141,275
Six months ended 30 June 2014 BE = E—FENA =1 H ik
(Unaudited) NH (REFEE)
Revenue from external customers A F R i 4,613,393 358,054 109,218 - 5,080,665
Inter-segment revenue 3 ¥ T 71,625 - 471,847 (543,472) -
Total segment revenue By Tl A 4,685,018 358,054 581,065 (543,472) 5,080,665
Segment results e 264,795 (8,470) (21,223) 6,866 241,968
Amortisation of intangible assets HETV 7 B (2,543)
Corporate income wERA 20,203
Corporate expenses EdFa (18,890)
Operating profit L A 240,738
Finance costs WS A (21,756)
Share of losses of associates B 5 4 ) I
and joint ventures BEMCEZER (2,572)
Profit before income tax B oy 75 Bl R 2 A 216,410
Amortisation of intangible assets S Y B - 2,543 - - 2,543
Amortisation of land use rights - b {7 A 345 - 500 - 845
Depreciation of property, L/E B
plant and equipment T 128,501 6,119 11,047 - 145,667
Capital expenditure AR S 234,182 2,691 9,796 - 246,669
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6 SEGMENT INFORMATION (CONTINUED) 6 ERERL ()
The following is an analysis of the Group’s assets and liabilities by DLTR B A 412 [ e v R SR 40 0 2 R e AR A AT -

reportable segments:

Core Other
brands brands Manufacturing
business business business Group
Bl i b Al i b
ES ES/ R A%H
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
T T T T
As at 30 June 2015 (Unaudited) WZZ—HENH=TH (REER)
Segment assets HHERE 5,941,964 421,161 350,538 6,713,663
Goodwill kS 15,079 - - 15,079
Other intangible assets HihEw & - 61,204 - 61,204
5,957,043 482,365 350,538 6,789,946
Interests in associates S k- ONCIPa 2 2,151
Interests in joint ventures WAEBEMEZHER 2,754
Available-for-sale financial asset S E 374
Deferred income tax assets AL T BT 191,479
Corporate assets TEERE 42,162
Total assets Mg R 7,028,866
Segment liabilities HHER 876,013 142,816 200,570 1,219,399
Deferred income tax liabilities AT A BLIE & 19,576
Derivative financial instrument A e LA 4,042
Corporate liabilities PEAR 522,031
Total liabilities wmam 1,765,048
As at 31 December 2014 (Audited) WZE-PETZH=F—H (EFH)
Segment assets o 6,409,650 505,702 409,611 7,324,963
Goodwill T 15,079 - - 15,079
Other intangible assets Hih & - 63,869 - 63,869
6,424,729 569,571 409,611 7,403,911
Interests in associates QNP & 2214
Interests in joint ventures REBSE LR 4,071
Available-for-sale financial asset o] A 374
Deferred income tax assets AL TR BLH G 171,753
Corporate assets PEGE 72,090
Total assets MG 7,660,413
Segment liabilities AR 1,252,360 65,864 230,956 1,549,180
Deferred income tax liabilities IR AL AT SR A 1 19,132
Convertible bonds IR B 55 680,716
Corporate liabilities EARE 158,994
Total liabilities A

2,408,022
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OTHER INCOME 7 HAbWA

Six months ended 30 June

BEANA=ZTHIEAMA
2015 2014
ZER AR TP AR
HKS$’ 000 HKS$’ 000
Tt T T
Interest income FLE WA 16,804 19,290
Franchise and royalty income ERERE S B R 3,688 3,653
Government subsidies WU B 3,099 8,044
Gross rental income FH 4 WA B0 %R 622 945
Others HoAth 2,905 10,468
27,118 42,400

OTHER (LOSSES)/GAINS - NET 8 it ) sk —

Six months ended 30 June

BEANA=ZTHIEAMRA

2015 2014
G- Sl 2 —E— YA
HK$’ 000 HKS$’ 000
Tt T# T
Fair value (loss)/gain on derivative 4 TH 2 A VEMAE
financial instruments (k18) /i 3 (4,042) 4,960
Loss on disposal of a subsidiary s — e A Fl 2 s 1R - (580)
Loss on disposal of property, plant HEWE - WE N 2 R
and equipment (9,233) (9,689)
Net exchange (loss)/gain FE 58, (5 18) /Wi 22 7% 48 (13,973) 8,028
(27,248) 2,719

OPERATING PROFIT

Operating profit is stated after charging the following:

gl
KB H A CANER T 514508

Six months ended 30 June

BEANA=ZTHIEAMRA

2015 2014

G- Sl 2 —E YA

HKS$’ 000 HKS$’ 000

T 0 T T

Amortisation of land use rights ol AP R A 1,253 845

Amortisation of license rights I D R 4 1,310 1,312

Amortisation of trademarks TR R 1,219 1,231
Cost of inventories sold (including A AE B RUA (L35 W 8 A7 12

write-back of provision for B4 48 111 12,662,000 7T

slow-moving inventories of (T FE—JU4E : 29,288,000% 7T ) )

HK$12,662,000 (2014: HK$29,288,000)) 1,514,122 2,012,040
Depreciation of property, plant and equipment ) 3£ ~ 5 S 3% i 91 8 163,796 145,667
Employee benefits expense g 548 1 B S (60 455 25 55 4 1

(including directors’ emoluments and LB Ay 25 B 2 FRIEL B 320

share-based payment expense) 656,296 736,870
Operating lease rentals (including b T 2 SRS TR A 4

concessionaire fees) in respect of (B335 7 5 e T 8 5 )

land and buildings 1,296,727 1,263,198
FINANCE COSTS 10 W8 A

Six months ended 30 June
BREAH=ZTHIEAMA
2015 2014
i SR U4
HKS$’ 000 HKS$’ 000
Tt T8 7T
Interest on convertible bonds CIEL3i 487 PN 6,980 20,953
Interest on bank loans SRAT B R B 1,480 803
8,460 21,756
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INCOME TAX CREDIT/(EXPENSE) 11 B A (%)
Six months ended 30 June
BREAAZTHIEAMEA
2015 2014
- Sl S ZE—u4E
HKS$’ 000 HK$’ 000
Tt Tt
Current income tax B3 iy 45 B4 B JE (5,571) (53,657)
Deferred income tax 5% S T 15 ol B IH 13,525 12,042
7,954 (41,615)
No provision for Hong Kong profits tax has made as the Group has A AR SE A LB B AR IS i i 2 — 1
sufficient tax losses to set off against its estimated assessable profits ERNA=ZFTH A -F—WNENH=FTHIEANMEA
arising from Hong Kong during the six months ended 30 June 2015 and TN EE A 22 Al E SRR 2 R > I 2 gl A s R A5 R
30 June 2014. R g4 o
Provision for China corporate income tax has been calculated based on ] A S T AR B T A 45 [ R 4B A A E SRR
statutory tax rate of 25% (2014: 25%) on the assessable income of each AR ER 5% (. F—DU4E : 25%) 554t -
of the Group’s entities.
Income tax on overseas (other than Hong Kong and Mainland China) AN (s T vp B K e DA A b [ ) 29 ) 2 A5 B T
profits has been calculated on the estimated assessable profits for the WA 3 6 22 A6 F R SRR R e A B 3] &84 T AE
period at the applicable rates of income tax prevailing in the places ZBATE TS BLRCREE -
where the Group operates.
Pursuant to the China corporate income tax laws, 10% withholding 4% P B A 2 AT A5 Bl i > BT A i AN & B JE A
tax is levied on all foreign investors, except that only 5% is levied for BEAERN EELET A =1 — HE I BEEE
foreign investors which are incorporated in Hong Kong, in respect of P 2 B A3UR - BUAN10% 2 TEAIBE > HEHS 7 s 53 i
dividend distributions arising from a foreign investment enterprise’s BT 2 AR E A RIS R BN 5 % 2 TR L -
profit earned after 31 December 2007.
Pursuant to the China corporate income tax laws, withholding tax at MR A o [0 A 36 BT AR B i > A< A2 B 7 s 58 ST
a reduced rate of 7% (2014: 7%) by treaty is applied to the Group’s ZOERE s JE A A B AR i B i B A
entities incorporated in Hong Kong for royalties received or receivable PR A TN Z 7% (. F— VU4 7%) Bi RGN TE
net with value-added tax. During the six months ended 30 June Al e WE _F—HFEANH =T H R ZF—4E
2015 and 30 June 2014, withholding tax rate of 7.5% was applied to ANAZ1 AR > A 8 EE A [ A 4 FH R
management fee received or receivable from a Group’s entity with tax r R R e AR D E TR R 2 B i A P
jurisdiction in Mainland China. FA AT 5% 2 TEAIBL o
Income tax expense is recognised based on management’s estimate JT A5 BH S AR 8 A5 B R S BB AF B TE I 2
of the weighted average annual income tax rate expected for the full RESE Y AEFE BBl R 2 fE 5t iR - 2 —F— T
financial year. The estimated weighted average tax rate used for the six RN HA =+ BRSNS B Z A5 ESE Y B 5 22%
months ended 30 June 2015 is 22% (2014: 22%). (ZF—PU4E : 22%) -
EARNINGS PER SHARE 12 #RERN
The calculation of basic earnings per share is based on the Group’s B P IE AR R THAR SR A N F) R A A A 4 [ 2 ]
profit attributable to owners of the Company of HK$2,534,000 (2014: 2,534,000% 70 ( —ZF— P4 1 172,360,000%57C) > LA
HK$172,360,000) and the weighted average number of 1,649,142,384 MEE F—RENA=ZTHIEAMAZE 81T
(2014: 1,649,142,384) shares in issue during the six months ended 30 Ty 22 N REST- 15 9501,649,142,384 % (& — DU 4E -
June 2015. 1,649,142,384/%) 55 -
For the six months ended 30 June 2015 and 30 June 2014, basic BEEZ—AFEASNA=ZTHEF—UEANH =1
and diluted earnings per share are the same since the share options, HIEAMA > d R Bk R AT 2 B RehE ~ ok ez
convertible bonds and warrants outstanding during the periods are ] i A& S M R AT 2 BRI HE R 2L s R
anti-dilutive. VA b A I8 R A g R R g R T 2 R B A ]
DIVIDEND 13 KR

The Board did not recommend the payment of an interim dividend for
the six months ended 30 June 2015 (2014: HK3.5 cents per share).

ARG AEREE F LA AZ T HIER
5 IR 5% P IBCR (T DU 4R - g IR3.SHEAL) -



o M1 Rk #2015 RO We WOMR B A R A A

14 INTANGIBLE ASSETS 14 WEERE
License
Goodwill rights ~ Trademarks Total
ik
[k 15 i HE [ Ht
HKS$’ 000 HKS$’ 000 HKS$’ 000 HKS$’ 000
T TT T T
Net book value at | January 2015 Ao FR—A A A ZIRE A 15,079 36,733 27,136 78,948
Exchange adjustment R - (69) (67) (136)
Amortisation 5 - (1,310) (1,219) (2,529)
Net book value at 30 June 2015 SE-RAENH 1 H 2R 15,079 35,354 25,850 76,283
Net book value at 1 January 2014 A A - A Z R E 15,079 39,269 30,522 84,870
Exchange adjustment i B 7 % - (1,009) (1,061) (2,070)
Addition RE - 969 - 969
Amortisation 55 - (1,312) (1,231) (2,543)
Net book value at 30 June 2014 AR =4 A Z R 15,079 37917 28,230 81,226
Amortisation of HK$2,529,000 (2014: HK$2,543,000) is included 2,529,000 7t (=% — P4 4F 1 2,543,000% JT) #E 8
in the “general and administrative expenses” in the condensed @.Eﬁ/\%%.m/\%{ﬁnﬂéﬂ’g i AT BB K -
consolidated income statement.
15 LAND USE RIGHTS 15 b A R RE
HK$’ 000
it
Net book value at 1 January 2015 AR R H— HZ AR E 76,509
Exchange adjustment [iFE b, 74 % (138)
Additions NE 10,207
Amortisation 84 (1,253)
Net book value at 30 June 2015 R E—HAENA =+ H Z IR FE 85,325
Net book value at 1 January 2014 AT E—PE—H— H Z IR 54,512
Exchange adjustment [ifE 5, 7 R (1,643)
Amortisation 6 (845)
Net book value at 30 June 2014 AT FE—DENH =+ H 2 M E 52,024
16 PROPERTY, PLANT AND EQUIPMENT 16 M3 ~ W5 Kk i
Furniture,
Leasehold fixtures
Improve- Construction-  Plant and and Motor
Buildings ments in-progress machinery equipment vehicles Total
i
Giile BELE  EERE
By WERE  ARI# i {3 Rk i Hf it
HK$'000  HKS$'000  HK$000  HK$'000  HK$'000  HK$000  HKS$ 000
Tk T T Tk T Tk T
Net book value at 1 January 2015 AZE—HFE—~H—HZ
SR T 764,078 414,361 43,388 24,613 123,333 7,712 1,377,485
Exchange adjustment [ 5, 39 % (1,352) (628) (55) (39 (159) (14) (2,247)
Additions e 7,133 87,376 13,493 5127 14,942 890 129,561
Depreciation i (11,873) (124,149 - @719  (21443) (1,612)  (163,796)
Disposals i (70) (14,423 - (35) (1,233) 125)  (15,886)
Net book value at 30 June 2015 NZE-HEARZTHZ
e (. 757,916 362,537 56,826 25,547 115,440 6,851 1,325,117
Net book value at 1 January 2014 RZE—E-H—HZ
SR T 639,043 356,146 10,726 23,699 146,833 11,235 1,187,682
Exchange adjustment i 5.3 (16,906) (8,788) (209) (618) (3,544) (173) (30,238)
Additions WE 225 88,821 1,901 0,861 11,929 1,073 110,810
Transfers L 6,331 3,225 (9,745) 189 - - -
Depreciation g (9,131) (107,626) - (4,529) (22,105) (2,276) (145,667)
Disposals & (76) (9,945) - (29) (612) (367) (11,029)
Disposal of a subsidiary & — WA - (1,060) - - (283) - (1,343)
Net book value at 30 June 2014 poE—ESAZTHZ
M (L 619,486 320,773 2,673 25,573 132,218 9,492 1,110,215
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17 TRADE RECEIVABLES 17 B 5 HE Rk

The ageing analysis of trade receivables by invoice date is as follows:

BRI B RN 2 B 5 BEORSOR B AT T

30 June 31 December

2015 2014

SR HA —E -

AAZFH FoA=t R

HK$’ 000 HKS$’ 000

FiT T

0 - 30 days 0230H 194,472 207,657
31 - 60 days 312 60H 95,741 71,825
61 - 90 days 612 90H 24,183 18,658
91 - 120 days 91% 120H 9,698 7,555
121 - 180 days 1212180H 5,401 10,444
181 — 360 days 1812360H 5,684 9,985
Over 360 days 360H L | 4,469 431
339,648 326,555

18 OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS 18 H i EWE ~ 4 N WA 2E
As at 30 June 2015 and 31 December 2014, included in other MW E—FHENAZTHE FZ—W4E | A
receivables, deposits and prepayments are mainly value-added tax = —H > HABRERIES - He 4 M TE A EoE
recoverables, rental prepayments, rental and utility deposits and AIER Y R A AT S e MoK E R
prepayments to suppliers. 4 Ko FE A RE P 2 o

19 TRADE PAYABLES 19 B 5 MR 3

The ageing analysis of trade payables (including balances due to P et H Wi B 2 E 5 REAT B 2K (45 e AT B W
related parties (Note 25(b))) by invoice date is as follows: SOHLE M (K 3E25b))) HEEE M Hrin T -

30 June 31 December
2015 2014
T ek NS ZE—u4E
AAH=Z+HE +FZA=Z1+—H
HK$’ 000 HK$’ 000
T# T THE T
0 - 30 days 0%F30H 250,866 468,140
31 - 60 days 31260H 282,083 237,993
61 - 90 days 61%90H 180,369 289,588
91 - 120 days 91%120H 5,326 2,976
121 - 180 days 1212 180H 1,366 1,836
181 — 360 days 181%F360H 2,987 3,304
Over 360 days 360H DL | 1,674 1,317
724,671 1,005,154
20 DERIVATIVE FINANCIAL INSTRUMENT 20 fik4&mIH

30 June 31 December
2015 2014
B S ki ZE AR
AH=Z=+H +-H=+—H
HK$’ 000 HK$’ 000
T ¥t T# 7T

Held for trading FrEEE
— forward foreign exchange contract — S E S ) 4,042 -

26

The notional principal amount of the outstanding forward foreign
exchange contract to sell RMB for USD as at 30 June 2015 was
HK$387,500,000 (31 December 2014: Nil).

W oE—FAENAZ+TH MkRfTzZ AR
W E T BMINES N Z A RASEH S
387,500,000 ¢ (—F—W4E+ H=+—H:

i) o
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CONVERTIBLE BONDS AND WARRANTS

On 12 June 2009, the Company issued unlisted and unsecured RMB
denominated USD settled convertible bonds due in 2014 (the “Old
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$1.00 = RMB0.8803
(which was approximately the spot rate of HK$/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 USD 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.

21
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T&hﬁ#& I HE

A EEIESNH T ZH > RO AT UNRYE
ﬁﬁu%mm%m:i (LR e I s TN E 3
R AT R R S ([ ) Mol 5B 100 & A5 A
INTFHBAS 2 BT RS (RS > A
4 #EH 15550,000,000 A B ¥ -

BE A S SRR ME R 2 M A A T

(a) Bl FH 4R R AR & B DT R K3.125%5)
B o AR A AL AR A A

(b) MEGEEFSETAIMERE F—-UENA+
F T > 25 18 5 9 AT N AT 38 458 D 0 IR 1 4 M
3.505 00 > WA S 5 AR N ) 2 SO A
M B 2% I [ 72 %51.00% JC= 0.8803 A = #fF (B
SERHM 2ot/ ARSI & Ezmﬁ > M
JE MR BELAE 5 5 A NRT O 2 W el e o AT 45
T

(c) EEE 5 70 f ) S 458 45 3. 50k JT 4 7% B

% K 35 47178,510,572 % S 3 B 4

(d) B G 5 w0 B U IR 22 RS TR i R S RN R
R 21009 B 4 0 E s AR AN B (6 2 5%
TLAF R W

(e) FRMLMERS 2 AT M8 24 1 R AL RERE4.0005 G »
HERBEAME —F—-FF /N \H _+HHZ
Vﬁ%%ﬁﬂﬁawm&% #53.49792 N &
e R [E GE £51.00% TT= 0.87448 A R #E (B
BETH M Z W0, N RO I 1 R A3

(D) 0 M R ATl R ME R R AT HOR =
—PUAENH A — H 1k P B IR AT A

BT EGESRR . BTN (W%3.125%5F B 2 HA4F
AR TE) K RE 25 F0 00 (BD A5 3,509 o0 2 Su i) T
F s SUAE(EMERD o BATRRBMEREIE > $5 A AE (E
PBHMESMTE - R - F—F4HFE)NH +HH > E
AN SRR A R e s B G R RA LU R I
HE 75 ﬁﬁﬁmﬁﬂ% 2% HE 753.49792 N B HE 1% -
i em TEE AWM HIEmERC R
A%%%%ﬁﬁﬁﬁ R FE—ESA+—H
P T T AR Ak > T R AR AR o g
EREBAF -
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CONVERTIBLE BONDS AND WARRANTS (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 will be 24 April 2015;

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

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

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

Upon expiry of the Old Bonds, the liability component of the Old
Bonds was derecognised and the equity component was transferred to
other reserve. At the same time, with the issuance of the New Bonds,
a liability component representing the 1-year 0% straight debt and an
equity component representing the convertible option of HK$3.50 per
share were recognised at fair value.

The New Bonds were matured on 24 April 2015. The Company
redeemed the New Bonds in full in an amount equal to the USD
equivalent of the aggregate principle amount of RMB550,000,000.
The equity component of the New Bonds and the other reserve were
transferred to retained earnings.

Movements in the liability component of the convertible bonds are as
follows:
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T R B R E R ()

WEHMAE —FE—NFENMH ~+HHARE %
B2 BT (D)) - wEFEZRRE B
RTR

() FEFMEW AN -F—HFEMNA =+
H

by M F—NE—-H—HBE F—-UENHA
U H A R S R S A R R 2 A
B R W] B bR e R E SR —EF
FENA -+ HEHHEE F—FRFEMNA +UH
WIRS A G AT AL &

() M ARAE SR A 5 e A B e T A 2 A 1 4 52
Gy HAE IR B R 4. 2588 T (e f&% —fRa% 28 5 1
P TREEEE D) > SRR AR BOR AR il 3% H
AR TOM 85 € H o RRAEE B 16 5 AR Bl e k38 1
I > IR S o B Ay

(d) BRULEPrgE s > IR B B A oAb R
FERS > WIEFRIE T AR PR A R R A HT
S R AT TR R R R
SRR BT 178,510,572 bi Ha 45y (A B
I 58 e A IE3.50 8 IT o HL 3 FE SR [E E A
1.00% JC=0.8803 A L #8) -

AU e AR B R 2 A BT O B R
1A 98 073 ) 0 = A A o (D IR - BB T
F AT - ARG (B R0%st B 2 —HF M)
Ttz vy (RN BE3. 509 7T 2 SLARHE) T 4% 23 T
{EHERD -

FEBFENR E—RAENHA U H - ALH
11550,000,000 A F ¥ %5 {8 2 95 70 4 %A 2 U [ e
fE % o W8 5 2 ME 25 0 T Al £t A i 38 == 2 7
BRI o

AR R 2 AR B T

Six months ended 30 June

BEANA=ZTHIEAMA

2015 2014
e 00 TR P4
HK$’ 000 HK$’ 000
FiT T
At 1 January w—H—H 680,716 689,178
Exchange adjustment i 53, 3 & 189 (15,629)
Interest expense FE B 32 6,980 14,048
Termination of the Old Bonds LB - (680,889)
Recognition of the New Bonds effective R —F—UEMNH —+HHA
on 25 April 2014 A BB % - 660,230

Redemption of the New Bonds upon maturity  }& [=] £I] 1§ 37 fi5 %5 (687,885) -
At 30 June WARH=1H - 666,938




W #2015 BEOOROWE M OBE R AR A FE
22 SHARE CAPITAL 22 A
Number of ordinary
shares of
HK$0.10 each HK$’ 000
4 I I {60107 5T
2 8 i B H T 0
Authorised: HIE
At 1 JTanuary 2014, 30 June 2014, wW_FE—ME—H—H -
1 January 2015 and 30 June 2015 ZE-WAENH=Z1H
SECRAFE-A-HK
R -TnEANH=1H 10,000,000,000 1,000,000
Issued and fully paid: COEAT SR -
At 1 January 2014, 30 June 2014, W FE—E—H—H
1 January 2015 and 30 June 2015 ZFE—PEARH=+TH
“E-NAE-H AR
—EF-HHENA=1H 1,649,142,384 164,914
During the six months ended 30 June 2015 and 30 June 2014, there MEE _E—TAENSH = TH E - FE—4ENAH
were no movements in the share capital of the Company. ZF1 Bk A o AN T Z A sk B o
23 SHARE-BASED PAYMENT TRANSACTIONS 23 DB BEBEZNHES
(a) Equity settled share-based payment transactions (a) VIMESEEED I BERZARRS
Movements in number of share options outstanding and their MR ATE 2 R RE S & R AT A
weighted average exercise prices are as follows: ZEEIN
Six months ended 30 June
BEAH=ZTHILAEA
2015 2014
R S K 2 ZE AR
Number of Number of
Weighted share Weighted share
average options average options
exercise price outstanding exercise price outstanding
REFY MRATHZ T HEST- 14 W R AT 2
TR WREBE TOE IR
At 1 January w—H—H 6.29 44,515,000 6.59 38,995,000
Granted SECgis - - 4.50 6,120,000
Lapsed 0 RAL 6.25 (9,960,000) 7.78 (600,000)
At 30 June WAHA=1H 6.30 34,555,000 6.29 44,515,000
(b) Cash settled share-based payment transactions b) UBEHEADRmBERZNZRS
Movements in the number of share appreciation rights (“SARs”) BEE—TESNA=ZTHIEAMEA > Mk
outstanding during the six months ended 30 June 2015 are as T8 2 B 1o (B HE ([ Ry Be( RE ) > 8 H 4
follows: BT
Six months ended 30 June
BEAA=ZTHIEAEA
2015 2014
—F A —E -4
At 1 January w—H—H 22,800,000 -
Granted R - 4,510,000
Lapsed 2L RAR (4,060,000) -
As at 30 June WAH=1H 18,740,000 4,510,000
During the interim period, the Group has recognised expenses A S A BT A A A I A A Uk s 3R
of approximately HK$1,152,000 (2014: HK$1,335,000) in T w8 B I 03 335 (B RE 2 2 FI 491,152,000 7C
the condensed consolidated income statement in relation (T FE—PU4E : 1,335,000%: 0) i ~E— 1
to the SARs. As at 30 June 2015, the Group has recorded EARNA=1TH - REBFCKREGABEAELY
related liabilities of about HK$7,112,000 (31 December 2014: 7,112,000 50 (—F—W4E+_H=+—H :
HK$5,960,000). 5,960,000% 7T) ©
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24 CAPITAL COMMITMENTS FOR PURCHASE OF LAND
USE RIGHTS AND PROPERTY, PLANT AND EQUIPMENT

Interim Report 2015

24 BEE L H0OEFTHE RV - WP BB 2 AR I

30 June 31 December

2015 2014

- Sl 1 e Ui KGR

AA=Z=+TH +FZHA=+—H

HK$’ 000 HKS$’ 000

Tt T T

Authorised but not contracted ERREH KT 4 55,087 51,672
Contracted but not provided for B HT 4915 7% 45 12,016 6,929
67,103 58,601

25 RELATED PARTY TRANSACTIONS AND BALANCES
During the six months ended 30 June 2015, the Group has entered into
the following related party transactions in the normal course of its
business:

(a) Transactions with related companies

25 BRWGET 22 5 B A B
PEETE-RENA=ZTHIEAMEAN - A%
B H W SRS AR AT T S B DT S 5

(a) HBEABAWZRY

Six months ended 30 June

BEAA=+HIEAMWA

2015 2014
—EhA T4
HK$’ 000 HK$’ 000
T# 5t T# T
Purchases and subcontracting services 1] | 31 £ 75 £ i 5 43 6 32 % I %5
from (Note i): (ftati) -
An associate — [R5 8 A W - 116
An investee — M E A 159 788
Sales of goods to a joint venture (Note i) "] — [H] GEAAENERN (ML) 3,001 1,995
Royalty fee to a joint venture (Note ii) ] — [ & 7 A 2 AT AR RE 28 (M ki) 623 419
Loss on disposal of a subsidiary to ] — [ A B A S AR —
a joint venture Rt JEE 2 ) 2 s 4R - 580

Notes:

(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 were determined and
agreed between the Group and the counter parties.

(ii) Royalty fee paid or payable to a joint venture was charged

in accordance with terms as determined and agreed
between the Group and the counter party.
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25 RELATED PARTY TRANSACTIONS AND BALANCES

RO We WOMR B A R A A

25 BB TT 2R B B A B (A

(CONTINUED)
(b) Balances with related companies (b) BB A ¥ Z 5 R & ik
30 June 31 December
2015 2014
—FhAE TR
AA=FR FoA=t R
HK$’ 000 HK$’ 000
T T T T
Receivable from a joint venture JRE T — [H] 8 A 2E ATH 7,843 5,471
Payables to related companies: JREAST 1R W A ) SR
A joint venture —HEBME 1,562 948
An investee — I E LA 24 303
Loans to a joint venture T GE SR 8,617 5,308
The receivable from a joint venture arises mainly from sales of B — A EREETERNEELE
goods. The balance is unsecured, interest-free and repayable He o BRER G TP - G0 N R B 5 iR K
according to the trade terms. LAt o
The payables to related companies arise mainly from purchase TREAST I8 W 7 ) 2 T S P B A T R A R
and trademark licensing transactions. The balances are AR RS EE - E AW - 28 i
unsecured, interest-free and repayable according to the agreed ¥ IR B[] B 22 5Kk A+t o
terms.
The loans to a joint venture are unsecured, interest-free and T A SR ER LML - G
repayable according to the agreed terms. ¥ B O[] 32 2 M 3Kk A+ -
(¢) Key management personnel remuneration () TEEMABZHM

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

AL F RGN Z WM (R,
AN RIS 2 IR I

Six months ended 30 June

BEANHA=THIEAMRA

2015 2014

SE —E

Salaries, allowance and bonuses Bré o~ HERG K AEAD 8,740 11,691
Defined contribution pension costs E R AL FOR IR 48 A 9 31
Share-based payment expense ARy o Tt 2 R TE B S 3,146 4,251
11,895 15,973
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SUPPLEMENTARY INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 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 for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) were as follows:

Interim Report 2015

i 75 & B

RN ERITBN BRI - RTBE B &
i zpp 2 MR IR A

A FE-HENAZAH o AR AR R K
W R el (a8 7% S BB ]) 53520k 2 ML E A7
BZE MRt AN FE S L EETHAAR
AR E B HORE W (5 26 S8 7 K 6 e 1
SEXVER) 2 B Ko A B B4y b AT 2 i IR
SR IR b TR AT N AT R R 2 5 O AR S
([HRHESF R D) B Rg AL m k& EB G5 A
PR (TH 22 BT )) 2 i IR AN R

Number of Number of Approximate

shares underlying Total % of total

Name of directors Capacity held shares interests issued shares

HAG T BAT Ry

EREY 51 Fr¥sieBH R GBHE HE 45 A8 3 MEALWL

Mr. Chen Ying-Chieh Personal interest and 147,740,920 (L) 14,000,000 (L) 161,740,920 9.81
(Chief Executive Officer) interest of controlled (Note 1) (Note 2)
[y e corporation (M7 —) (M=)

(FTEL AR ) 8 A HE 45 ] 32 45 8 )
P
Mr. Chen Tommy Yi-Hsun Personal interest and 176,508,895 (L) - 176,508,895 10.70

B B e interest of controlled (Note 3)
corporation - (M7 =)
8 HE 22 3z ¥ )
Z s
(L) — Long position
A
Notes: ik

1. Mr. Chen Ying-Chieh has beneficial interest in 147,740,920 shares
in the Company through Pushkin Holding Limited, a company
incorporated in the British Virgin Islands, in which Mr. Chen Ying-
Chieh holds one-third of the equity interest.

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

3. Mr. Chen Tommy Yi-Hsun has beneficial interest in 174,908,895
shares in the Company through Top Glory Assets Limited, a company
incorporated in the British Virgin Islands, in which Mr. Chen Tommy
Yi-Hsun holds one-half of the equity interest.

Save as disclosed above, as at 30 June 2015, none of the directors
or chief executives of the Company had any interest in or short
positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) which were required, pursuant to Section 352
of the SFO, to be entered into the register referred to therein, or any
interests which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES
As at 30 June 2015, the register of substantial shareholders

maintained under Section 336 of the SFO shows that the Company
had been notified of the following substantial shareholders’ interests
and short positions, representing 5% or more of the Company’s

RO We WOMR B A R A A

2 B2 M U M oy B R B JBE Ay v 2 M i R 9%
A

RN = H o ARE R IR R B
F336Mfr B2 ERIRAE LM TR > Ao FC
R A LA SR A A A A C AT AR5 % 5K
VL2 4R RR A

issued share capital.

Approximate
Number of % of total
Name of shareholders Capacity shares issued shares
fh e B
e 4 48 %
e 34 1 S ety % H i1
Lucky Earn International Limited Beneficial interest 400,719,995 (L) (Note 1) 24.30
gL o (Wit —)
Mr. Chen Tommy Yi-Hsun Interest of controlled corporation 176,508,895 (L) (Note 2) 10.70
WG & ek and personal interest (M=)
ey NiibA Y3 IN £
Top Glory Assets Limited Beneficial interest 174,908,895 (L) (Note 2) 10.61
H A A (Bt =)
Ms. Chen Jennifer Yi-Chen Interest of controlled corporation 174,908,895 (L) (Note 2) 10.61
Bfas &t CELYNCIPA £ (Hit=)
Mr. Chen Ying-Chieh Interest of controlled corporation 161,740,920 (L) (Note 3) 9.81
BRI and personal interest (Hit=)
ey NiibA Y3 IN £
Pushkin Holding Limited Beneficial interest 147,740,920 (L) (Note 3) 8.96
H A A (Bt =)
Mr. Chen Ying-Che Interest of controlled corporation 147,740,920 (L) (Note 3) 8.96
BRI CELYNCIPA £ (Hit=)
Mr. Chen Ying-Tien Interest of controlled corporation 147,740,920 (L) (Note 3) 8.96
BRI A CELYNCIPA £ (it =)
Wellington Management Company, LLP Investment manager 118,716,390 (L) 720
gggn

(L) — Long position
YR
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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 Chairman 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.

Save as disclosed above, as at 30 June 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, as incentives or rewards for their

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

shares of the Company in issue from time to time.

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

The exercise price of the share options is determinable by the board

of directors and must not be less than the highest of:

(a) the closing price of the shares as stated in the Stock Exchange’s

daily quotations sheet on the date of grant;

(b) the average closing price of the shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days

immediately preceding the date of grant; and

(c¢) the nominal value of the shares.

The offer of a grant of share options may be accepted within 30 days
from the date of offer, upon payment of a nominal consideration of
HKS$1 in total by the grantee.

An 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, which must not be 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.

RO We WOMR B A R A A

ARt ) B AR 2 W) AT Ao JEL At S B RE T 1 i 43¢ 1
IS U S M AT (8 T AT RE B AT 2 e i 1
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A ANIRF 2 B 84T A 230% -
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The total number of shares available for issue under the New
Scheme is 112,824,238 which is approximately 6.84% of the issued
share capital of the Company as at the date of the interim report.

During the six months ended 30 June 2015, no share options were
granted, cancelled or exercised under the share option scheme.

Details of movements of share options granted under the share
option scheme for the six months ended 30 June 2015 were as

Interim Report 2015

Brat ) N oAyt B AT 2 B O AR B 5 112,824,238
B o Al AR 28w A A R A A H O B S AT AR A
6.84% o

IBEZE—REANH=ZTHIEAEA RN -
S IS R R 92 S O B e o RE S AT

EE_FE—-HAENA =T HIEAMA RN - RH%
Il P wH BB 2 R 2 S B RS AT

follows:
Exercise ~ Outstanding Lapsed Outstanding
priceper  at1 January during at 30 June Exercisable
Grantees Date of grant share 2015 the period 2015 period
[N S K3 RZZ—H%
—~H—H ~AZ1H
S9N BHEW  ERTEHE W A7 LIP3 W A7 T B
(yyyy/mm/dd) HKS (yyyy/mm/dd)
E/R/H) B (%/H/H)
(i) Executive director {17 % ¥
Mr. Chen Ying-Chieh 20100127 6.19 16,000,000 (4,000,000) 12,000,000 2011/01/27 - 2020/01/26
(Chief Executive Officer) (Note 1) (2t —)
BEAEE 201401121 450 2,000,000 - 2,000,000 2016/01/21 - 2024/01/20
(TR AR (Note 2) (Hf7E=)
(i) Consultants fFf]
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) (Wit =)
Tommy Yi-Hsun)
EREE
VAL piva
HEAL)
In aggregate 2014/01/21 4.50 1,000,000 - 1,000,000 2015/01/21 - 2024/01/20
At (Note 4) (Hf7E 1)
(i) Employees fE5
In aggregate 2010/01/27 6.19 8,795,000 (3,800,000) 4,995,000 2011/01/27 - 2020/01/26
At (Note 5) (Wit 7)
In aggregate 2010/07/22 7.61 1,000,000 (1,000,000) - 2011/04/01 - 2020/07/21
CLil (Note 6) (77
In aggregate 2010/07/22 7.61 300,000 - 300,000 2011/04/01 - 2020/07/21
e (Note 7) (Mt L)
In aggregate 2011710128 8.30 300,000 - 300,000 2012/10/28 - 2021710127
Xl (Note 8) (W7 /)
In aggregate 2012/01/11 8.27 700,000 - 700,000 2013/01/11 -2022/01/10
At (Note 8) (/)
In aggregate 2012/03/20 10.132 2,600,000 - 2,600,000 2013/03/20 - 2022/03/19
At (Note 5) (W 1)
In aggregate 2012/07/13 8.214 300,000 (300,000) - 2013/07/13 - 2022/07/12
At (Note 8) (HfzE /)
In aggregate 2014/01/21 4.50 2,480,000 (660,000) 1,820,000 2016/01/21 - 2024/01/20
At (Note 2) (M7 =)
In aggregate 2014/01/21 4.50 200,000 (200,000) - 2016/04/01 - 2024/01/20
sy (Note 9) (M 1)
In aggregate 2014/01/21 4.50 440,000 - 440,000 2017/01/21 - 2024/01/20
At (Note 10) (M7 1)
44,515,000 (9,960,000) 34,555,000
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Notes:

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

2. 100% of the share options vested or will vest after two years from the
date of grant.

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

4. 100% of the share options vested or will vest after one year from the
date of grant.

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

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

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

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

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

10.  100% of the share options vested or will vest after three years from the
date of grant.

SHARE APPRECIATION RIGHTS PLAN

The Group implemented a share appreciation rights plan (the “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 the 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, 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.
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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.

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 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.

During the six months ended 30 June 2015, 4,060,000 units (2014:
nil) of the SARs were lapsed and no SARs (2014: 4,510,000 units)
were granted, cancelled or exercised under the SAR Plan.

Details of movements of SARs granted under the SAR Plan for the
six months ended 30 June 2015 were as follows:
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(i) Executive directors Hir#EFH
Mr. Chang Chih-Chiao R E A 6,100,000 (1,375,000) 4,725,000
Mr. Chang Chih-Kai RAE L 7,100,000 (1,625,000) 5,475,000
Mr. Chen Tommy Yi-Hsun AR B e A 3,000,000 (1,000,000) 2,000,000

(ii)  Employees e 5

In aggregate Gt 6,600,000 (60,000) 6,540,000
22,800,000 (4,060,000) 18,740,000
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

During the six months ended 30 June 2015, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s shares.

SECURITIES TRANSACTIONS BY DIRECTORS
The Company has adopted the Model Code as set out in Appendix

10 to the Rules Governing the Listing of Securities (the “Listing
Rules”) on the Stock Exchange. Following specific enquiry by the
Company, all directors confirmed that they fully complied with
the required standards as set out in the Model Code during the six
months ended 30 June 2015.

CHANGES IN DIRECTORS’ INFORMATION

Mr. Kim Jin-Goon has resigned as a non-executive director and a
member of the audit committee, the remuneration committee and the
nomination committee of the Company, and Mr. Lau Wai Kei, Ricky
has also resigned as the alternate director to Mr. Kim with effect
from 24 April 2015.

Apart from the above, there has been no other change in the
directors’ information since the date of the Annual Report 2014 of
the Company and up to the date of the release of this Interim Report,
which is required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company has complied Corporate Governance Code and
Corporate Governance Report (the “CG Code”) as set out in
Appendix 14 to the Listing Rules throughout the period except
for the deviations from code provision A.2.1 and A.6.7 which are

explained below.

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

Board and the management of the Company.

During the period, the Company held an annual general meeting
(the “AGM”) on 20 May 2015. Due to unavoidable business
engagements, Mr. Huang Shun-Tsai, the independent non-executive
director of the Company, was unable to attend the AGM. This was in
deviations from code provision A.6.7 of the CG code.
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AUDIT COMMITTEE

The Audit Committee, comprises the three independent non-
executive directors of the Company, Mr. Lee Ted Tak Tai, Mr.
Huang Shun-Tsai and Mr. Kuo Jung-Cheng, has reviewed with
management the accounting principles and practices adopted by
the Group and discussed auditing, internal controls and financial
reporting matters. The Group’s unaudited condensed consolidated
interim financial information has been reviewed and approved by
the Audit Committee, who is of the opinion that such financial
information complies with the applicable accounting standards,
the Listing Rules and all legal requirements, and that adequate

disclosures have been made.

REMUNERATION COMMITTEE

The Remuneration Committee, comprises the three independent
non-executive directors of the Company, Mr. Kuo Jung-Cheng,
Mr. Huang Shun-Tsai and Mr. Lee Ted Tak Tai and one executive
director of the Company, Mr. Chen Ying-Chieh, is responsible for
reviewing and evaluating the remuneration policies of the directors
and the senior management and making recommendations to the
Board from time to time.

NOMINATION COMMITTEE

The Nomination Committee, comprises the three independent non-
executive directors of the Company, Mr. Huang Shun-Tsai, Mr. Kuo
Jung-Cheng and Mr. Lee Ted Tak Tai and one executive director of
the Company, Mr. Chen Ying-Chieh, is responsible for reviewing
the structure, size and composition of the Board on a regular basis
and make recommendations to the Board regarding any proposed
changes.
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