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FINANCIAL AND OPERATIONAL

HIGHLIGHTS

FINANCIAL PERFORMANCE

S 5 2 Bl

Six months ended 30 June

BEAA=THIEARA

2018 2017 Change
ZE N\ e Sl e g1t
Turnover (HK$’ million) BER (AEET) 2,259.0 2,732.7 -17.3%
Gross profit (HK$’ million) B (FEET) 1,080.2 1,522.0 -29.0%
Operating loss (HK$’ million) s kER (A B0 (489.7) (205.2) +138.6%
Loss attributable to shareholders (HK$’ million) R R MELG 518 (7 #HEoT) (492.6) (209.5) +135.2%
Gross margin (%) B (%) 47.8 557 -1.9pptH /e
Operating margin (%) A8 T2 (%) 217 15 -14.2pptH A
Net margin (%) L % (%) -21.8 17 -14.1pptA B
Basic loss per share (HK cents) AR (L) (29.9) (12.7) +135.4%
KEY FINANCIAL INDICATORS F E e
Six months ended 30 June
BREAA=ZTHIEAMA
2018 2017 Change
“E N e S S g1t
Average inventory turnover (days) (Note 1) THFEEEY (H) (M) 169 200 -31
Average debtors turnover (days) (Note 2) TR GRS (R) (F = 15 15 -
Average creditors turnover (days) (Note 3) ?f'] JEA IR L?ﬁﬁﬁ (H) (Kﬁﬁ 113 138 25
Cash conversion cycle (days) (Note 4) SRR KE(H) (FeEM 71 7 -6
Capital expenditure (HK$’ million) %?4< A 3 (A & t) 68.8 453 +51.9%
As at
1
30 June 31 December
2018 2017 Change
ZFNE “FtE
AAZTR +ZA=Z1—H g1t
Cash and bank balances (HK$ million) (Note 5) B4 M SR1T45 8% (A @ c) (MEET) 374.9 486.3 22.9%
Bank loan (HK$’ million) TR (B #EET) 156.9 156.3 +0.4%
Equity attributable to shareholders (HK$’ million) 5 R RERE {5 HE 25 (1 s c) 2,365.5 2,874.9 17.7%
Current ratio (times) (Note 6) B E R () (N 23 25 -0.2
Net gearing ratio (%) (Note 7) FEBELE%) (iEt) Net cash Net cash N/A
FHE B A

Daphne International Holdings Limited
Interim Report 2018



FINANCIAL AND OPERATIONAL
HIGHLIGHTS

Notes:

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.
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The calculation of cash conversion cycle (days) is based on the average P » fﬁj%ﬂ'ﬁ KEC(H) JhH B F'EFJ 2 14 1 5 A e
inventory turnover (days) plus average debtors turnover (days) minus ﬁ;ﬁj j][]iizi’JWEllﬁcch O B (H ) T2 A AR
average creditors turnover (days) of the relevant period. FOHEH (A 5 -
Cash and bank balances comprise cash and cash equivalents, bank T~ B4 KRIT4ESHOHEH & LB S5 EY ~ 73
deposit with maturity over three months and pledged bank deposits, R = A Zfﬂ TAE K O IR AT A7 3K (45 4
including those transferred to assets of disposal group classified as BESEAFERE 2 HEH 2 EiE)
held-for-sale.
The calculation of current ratio (times) is based on total current assets N B EEREDEL R (RS TR AT B A A R
divided by total current liabilities as at the relevant period/year end. H 2 7 ) 5 AR A b DA ) B2 AT O -
The calculation of net gearing ratio (%) is based on net debt (being -~ 7% A & Hﬁﬁ(%)ﬁ*ﬁﬁ%ﬁ“ﬁ%ﬁﬁﬁ Fﬁ'j/i EHRHZ
bank loans less cash and bank balances) divided by the equity BB AR (RIER AT B s B 4 S8R AT &5 88) B DA
attributable to shareholders as at the relevant period/year end. FEAGHE 45 5155
TURNOVER ANALYSIS NUMBER OF POINTS-OF-SALE
CEX Vi HEREA
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

The Group’s Performance

For the six months ended 30 June 2018, the Group’s turnover
decreased by 17.3% to HK$2,259.0 million compared with
HK$2,732.7 million for the same period last year. This was mainly
attributable to a year-on-year decrease of 25.9% in the number of
points-of-sale (“POS”) from 4,570 as at 30 June 2017 to 3,386 as
at 30 June 2018 and the decrease in the same-store sales at its Core
Brands Business. The Group’s gross profit decreased to HK$1,080.2
million (2017: HK$1,522.0 million) as a result of increased
proportion of aged products in the sales mix. Gross profit margin
decreased to 47.8% (2017: 55.7%).

During the first half of 2018, operating loss was HK$489.7 million
compared with the operating loss of HK$205.2 million for the same
period last year. Loss attributable to shareholders was HK$492.6
million (2017: HK$209.5 million). Basic loss per share was 29.9 HK
cents compared with the basic loss of 12.7 HK cents per share for
the corresponding period in 2017. The Board of Directors did not
recommend the payment of an interim dividend for the six months
ended 30 June 2018 (2017: Nil).

The Group continued its efforts to rationalise and adjust its store
network to align with its new brand image. After a net closure of 450
POS during the period under review, the Group had a total number
of 3,386 POS as at 30 June 2018 (At 31 December 2017: 3,836
POS).

Core Brands Business

The Group’s Core Brands Business is the retailing business of
footwear products and accessories under its own brands, “Daphne”
and “Shoebox”, in mainland China.

As one of the key transformation initiatives, the Group continued
the adjustment of its channel mix and the rationalisation of its store
network. During the period under review, the Group recorded a net
closure of 416 POS (including 394 directly-managed stores and 22
franchised stores), or a decrease of 11.6% in the number of POS of
Core Brands Business compared to that as at 31 December 2017.

Number of POS of Core Brands Business:

B B W B o3 H

% vl B

£ Bl

BEZ—/EXNA=ZFTHIEANMA > AEES
R WD 173%%2,259.01 & T > ¥ H 4[] )
F52,732.7H B 0 © 18 T i A 8 6 B 5 AR
$259% (H —F—-E4ENH =+ H 24,5701 5
£ F— ) FENH =1 H2Z3,386f) K HAZO &
MR RS E Tk R EEMEHEAS
WAl E RSN s AR R B R R ££1,080.2H & s o0
(ZFE—EF 0 1,52208 B on) > mEFMEAF
M 247.8% (—F—L4F 1 557%) -

BE T UFE LT BEEHE F489.7H &
G > ¥ AR R HA K 5 1E 45205210 B T o I
BROREAL G 18 55492.6 1 B L (—F— L 4F 1 209.5
HE W) o AR 520.0u5 Il B L —F
— AR Y R EARE R 12,780 - EEEA
EEmEE - /EN A= H kSR A IR
RIS (R — L ) -

AL AR ST ) R N R R A A DL
LA b BT B o 7N S T A (o] R 1A 9 B PRAS O
S B A T F — NN = B A 8
B A 3,386M (i & —LF+ A =1—
H - 3,836ff) o

Bz i S 5

ASE B AL R SETS o TR T R BB B A
vin WAL [ 222 5 00 | R T S o0 S o 0 R A 2 B
SEH

VBB SE RS WA I B B AR 2 — o AN SR R A 4 o
AR REMAEES - BN A%
9] 1 A% O i WL SE S Bk A5 T B P4 ofE 8 8 B (B 45
3AFR E &R B22FZ MR TE) > sHE B H g — %
—LtF+A=Z+—HEHD11.6% -

Bl i R B BB -

At 30 June 2018 At 31 December 2017 Change
RZF— N\ QS oS
AA=ZTH +ZA=+—H g1t
Directly-managed stores HEE 2,909 92% 3,303 92% -394 -11.9%
Franchised stores e 264 8% 286 8% 22 -1.7%
Total At 3,173 100% 3,589 100% -416 -11.6%
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MANAGEMENT DISCUSSION AND
ANALYSIS

Number of POS of Core Brands Business by City Tier:

B B W e B o3 M

FEI0 THT BRI 1 1 0 o R SR T5 1 5 B B

At 30 June 2018 At 31 December 2017 Change
R_F— )\ N E LA
AH=ZTH +-H=+—H 114
Tier 1 — BT 330 10% 364 10% -34 -9.3%
Tier 2 .yl 750 24% 877 25% -127 -14.5%
Tier 3 =% 73 i) 605 19% 680 19% 15 -11.0%
Tier 4-6 P 2 N R 1,488 47% 1,668 46% -180 -10.8%
Total Bt 3,173 100% 3,589 100% -416 -11.6%
Affected by the weak economic environment and intense market =% Ji7 55 () ZE P BR 55 M 2 i 3G i i 28 > B &
competition, Core Brands Business recorded a year-on-year decline ~ — & — /\4F J: AR B0 M ZES R K B B 1S

of 9.1% in the same-store sales for the first half of 2018. However,
the same-store sales decline in the second quarter narrowed slightly

when compared to that in the first quarter.

The year-on-year decrease in store number and a weaker same-store
sales performance resulted in a year-on-year decrease of 15.6% in
the Core Brands Business turnover which amounted to HK$2,080.5
million (2017: HK$2,465.1 million). The segment revenue from
external customers accounted for approximately 86% (2017: 86%)

of the Group’s total revenue during the period under review.

The Group stepped up its efforts in clearance of aged stocks during
the period under review, which led to an increased proportion of
aged products in the sales mix. As a result, Core Brands Business
recorded significant erosion of gross margin, which decreased by

9.5 percentage points year-on-year to 43.0% (2017: 52.5%).

The decrease in sales and the substantial reduction in gross profit
exerted significant pressure on operating margin. Moreover, the
Group was still adversely affected by the high fixed cost structure
of retail operations and inflationary pressure in key operating costs,
especially the frontline salespersons cost during the period under
review. As a result, the operating loss of Core Brands Business
increased to HK$481.9 million (2017: HK$191.1 million) for the
first half of 2018. The operating margin was -23.2% (2017: -7.8%).

During the period under review, the Group opened new image stores
and continued with store renovation to strengthen its brand image
and expand its reach to more consumers nationwide.

AR TN BRO.1% SR - 55 2= JEE [R] i 89 45 2k i e
FBFEOMWA WS -

B B BOE F AR D D[R] B R s > B
B0 G R ZE T E AR 0 15.6%%2,080.5 H
BT (b 1 2465.1A HkIT) o B [
WA %A TR AN P I i 25 A A 5 1 AR SR
#186% (—E—-L4F : 86%) °

A A % 0 P 0 R g B B A | R
i 2 AE B B AL TR E I o BRI > D
HESCECPIES - C PN N I e S PRI S
£43.0% (ZF—+L4H : 52.5%)
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MANAGEMENT DISCUSSION AND
ANALYSIS

Regarding brand marketing, through cooperation with key opinion
leaders in online marketing, the Group successfully launched its
spring and summer collections under the crossover project with
the U.S. fashion brand “Opening Ceremony” in the first quarter of
2018. Besides, the Group continued to step up its customer relations
management activities through special membership privileges
programme in order to strengthen customer loyalty and to boost

repeat business.

Other Brands Business

The Group’s Other Brands Business mainly consists of its
e-commerce business and the operations of mid- to high-end brands
(including the Group’s own brands and brands under exclusive
distributorships). The Other Brands Business segment accounted for
approximately 14% (2017: 14%) of the Group’s total revenue during

the period under review.

During the period under review, the turnover of Other Brands
Business decreased to HK$313.0 million (2017: HK$380.9 million)
due to a year-on-year decrease of 23.4% in the number of its POS
from 278 as at 30 June 2017 to 213 as at 30 June 2018. The gross
margin of Other Brands Business decreased by 2.8 percentage
points year-on-year to 55.5% (2017: 58.3%) as a result of aggressive
clearance of aged products and increased proportion of products sold
through e-commerce in sales mix. Other Brands Business recorded
an operating loss of HK$5.7 million for the first half of 2018 (2017:
an operating profit of HK$4.1 million).

The Group’s e-commerce remained profitable in spite of the
increasingly competitive online market. Its contribution to the
Group’s turnover continued to increase. The Group had some of
its stores under the Core Brands Business connect to “Tmall’s
Smart Store” system. The move accelerated the integration of the
Group’s online and offline operations to better serve its customers.
Moreover, through the collaboration with emerging social media
and e-commerce platforms, the Group proactively explored new
sales channels to adapt itself to consumers’ fast-changing shopping
behavior.

B B W B o3 H

T ity W B O THD - A AR ] B i R S Sl S AR
T8 EES A F— AR5 — 2R B I o
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FINANCIAL REVIEW

Analysis of Results by Business Segment

For the six months ended 30 June 2018, the Group recorded turnover
of HK$2,259.0 million, a decrease of 17.3% compared to that for
the corresponding period last year. The business performance of
individual segments for the period under review is summarised as
follows:

Core Brands Business

10 % o] g

W WEREMN
BE_Z-NENA=+tHIEANMA  AEH
A8 2L R2,259.0F B 0 > TR AR R B
17.3% o 4543 B 101 A T 3605 R BLH S a0 T

Other Brands Business =~ Manufacturing Business

Bl i ST A i 5 R

2018 2017 2018 2017 2018 2017
(HKS million 7 £ ¥ c) “FNE Tt ZFNE CFtF ZFANE CTLF
Revenue from external customers £ /MNE 7 U4 1,946.0 2,351.8 313.0 380.9 - -
Inter-segment revenue 73 F ] i 1345 113.3 - - 104.5 85.1
Total segment revenue O b A AR 2,080.5 2,465.1 313.0 380.9 104.5 85.1
Segment gross profit R 894.1 1,294.9 173.6 222.0 1.9 52
Segment gross margin TR E R 5 43.0% 52.5% 55.5% 58.3% 1.8% 6.1%
Segment operating (loss)/profit 748 (f58) /2 Fl (481.9) (191.1) (5.7 4.1 1.8 0.2
Segment operating margin o b s B R -23.2% -7.8% -1.8% 1.1% 1.7% 0.2%

During the first half of 2018, total revenue of the Core Brands
Business decreased by 15.6% to HK$2,080.5 million from
HK$2,465.1 million for the corresponding period in 2017. It is
mainly due to the closure of stores and decline in the same-store
sales. Gross margin of the Core Brands Business also declined from
52.5% in the first half of 2017 to 43.0% during the period under
review as result of increased proportion of aged products in the sales
mix and the lower average selling price.

Revenue of Other Brands Business also decreased by 17.8% year-
on-year to HK$313.0 million (2017: HK$380.9 million) for the
period under review. Gross margin decreased from 58.3% in the first
half of 2017 to 55.5% for the first half of 2018 mainly due to the
increased proportion of aged products in the sales mix.

Other Income
Other income amounted to HK$22.2 million (2017: HK$24.7
million) during the period under review.

Operating Expenses

The Group’s operating expenses (including other losses/gains,
selling & distribution expenses and general & administrative
expenses) dropped by HK$159.8 million or 9.1%, to HK$1,592.1
million during the period under review from HK$1,751.9 million
for the corresponding period in 2017. The drop was generally in line
with the decrease in sales and number of stores.

Operating Loss

As a result of the above-mentioned reasons, the Group recorded an
operating loss of HK$489.7 million, compared with the operating
loss of HK$205.2 million in the corresponding period last year.
Operating margin deteriorated further to -21.7% (2017: -7.5%).
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MANAGEMENT DISCUSSION AND
ANALYSIS

Income Tax Expense

For the period ended 30 June 2018, the Group’s income tax expense
was HK$6.2 million, compared with HK$2.4 million for the same
period last year.

Loss Attributable to Shareholders

For the period ended 30 June 2018, the Group’s loss attributable to
shareholders increased by HK$283.1 million to HK$492.6 million
(2017: HK$209.5 million). Basic loss per share was 29.9 HK cents
(2017: 12.7 HK cents) during the period under review.

Inventories

As at 30 June 2018, the Group’s inventories decreased by HK$286.6
million or 23.0%, to HK$960.3 million from HK$1,246.9 million
as at 31 December 2017. Average inventory turnover was 169 days
(2017: 200 days) during the period under review. Included in the
inventories, the balance of provision for slow-moving and obsolete
items was HK$534.9 million as at 30 June 2018 (At 31 December
2017: HK$537.9 million).

Trade Receivables

The amount of trade receivables as at 30 June 2018 increased by
HK$14.8 million or 8.2% to HK$196.1 million (At 31 December
2017: HK$181.3 million) mainly due to more credit sales from
department stores and shopping malls. Average debtors turnover
remained at 15 days (2017: 15 days).

Trade Payables

On the other hand, the Group’s trade payables decreased by
HK$77.2 million or 13.3%, to HK$504.0 million as at 30 June 2018
from HK$581.2 million as at 31 December 2017. As a result, its
average creditors turnover decreased by 25 days, from 138 days for
the same period last year to 113 days during the period under review.

Liquidity and Financial Resources

The Group maintains a stable and healthy balance sheet. As at
30 June 2018, the Group had equity attributable to shareholders
totalling HK$2,365.5 million (At 31 December 2017: HK$2,874.9
million). Cash and bank balances amounted to HK$374.9
million (At 31 December 2017: HK$486.3 million), which were
denominated mainly in Renminbi.

As at 30 June 2018, the Group’s short-term bank loan was
HK$156.9 million (At 31 December 2017: HK$156.3 million). As
such, the Group had net cash of HK$218.0 million (At 31 December
2017: HK$330.0 million). The bank loan was denominated in
United States dollar and at floating interest rates during the period
under review. The Group did not hedge its exposure to exchange
fluctuation and interest rate risk.

As at 30 June 2018, the Group was granted banking facilities that
amounted to HK$160.0 million (At 31 December 2017: HK$163.0
million). Certain of these banking facilities were secured by pledged
bank deposits amounting to HK$161.1 million (At 31 December
2017: HK$181.4 million).
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MANAGEMENT DISCUSSION AND
ANALYSIS

B B W e B o3 M

During the first half of 2018, the net decrease in cash and bank  #F % — \4E [P 4F > B4 K ERAT &5 88 15 5 D
balances of HK$111.4 million (2017: HK$139.3 million) is analysed ~ 111.4F # ¥t (=& —-L4F 1 13931 & 0) 194>
as follows: Hran T -
Six months ended 30 June
BEAH=ZTHIEAEA
2018 2017
—E2 )N\ S o E 2
HKS$’ million HK$’ million
A &I A &I
Net cash used in operating activities L85 B BT 0 B A VR AR (60.3) (69.8)
Capital expenditure BB X (68.8) (45.3)
Net interest received S BSER: | 1.6 7.9
Proceeds from disposal of a subsidiary and a H B o R 2 N 4l
financial asset 1) BT 15 3K I 34.2 -
Proceeds from disposal of property, BV B BGR
plant and equipment 1Y) Jifr 15 3K 35 1.4 0.9
Net bank loan repaid SRAT B R E R T A 0.9) (53.9)
Effect of exchange rate changes %@Fﬁﬁ%z%@]z%@ (18.6) 20.9
111.4) (139.3)

During the first half of 2018, the Group’s interest income on bank
balances and deposits was HK$4.2 million (2017: HK$11.4 million)
while finance costs on a short-term bank loan amounted to HK$2.6
million (2017: HK$3.5 million).

The Group’s current ratio was 2.3 times as at 30 June 2018 (At 31
December 2017: 2.5 times). The management is of the opinion that
the Group has sufficient financial resources to fulfil its financial
obligations as and when they fall due.

As at 30 June 2018, the Group’s net gearing, calculated on the basis
of net debt (being bank loan less cash and bank balances) divided by
equity attributable to shareholders, indicated that the Group was in a
net cash (At 31 December 2017: net cash) position.

Foreign Exchange Risk Management

The Group manages its foreign exchange risk by performing regular
reviews of the Group’s net foreign exchange exposures and the
Group may use forward foreign exchange contracts when major
fluctuation in the relevant foreign currency is anticipated. During
the six months ended 30 June 2018, the Group did not enter into any
forward foreign exchange contract.

Pledge of Assets

As at 30 June 2018, the Group pledged bank deposits of HK$161.1
million (At 31 December 2017: HK$181.4 million) to secure certain
banking facilities.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Capital Expenditure

During the interim period, the Group incurred capital expenditure of
HK$68.8 million (2017: HK$45.3 million) mainly for retail network
expansion and renovation.

Contingent Liabilities
As at 30 June 2018 and 31 December 2017, the Group had no
significant contingent liabilities.

Human Resources

As at 30 June 2018, the Group had a workforce of about 10,800
(At 31 December 2017: 13,000) people predominantly in mainland
China, Taiwan and Hong Kong. Employee benefits expense,
including directors’ emoluments, retirement benefit costs and share-
based payment expense, for the period under review was HK$420.7
million (2017: HK$406.8 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 for the
employees.

AWARDS

Daphne ranked top for the eighth consecutive year in the “China
Brand Power Index 2018” (in the “Women’s Shoes” category).
This award reflected Daphne’s strong brand awareness and loyalty
in China. This independent annual survey was conducted by
“Chnbrand”, an institution funded by the Ministry of Industry and
Information Technology of China and recognised as one of the most
credible brand rating organisations in China. This survey ranks
companies by industry and category based on the findings from the
interviews with 2,666,430 consumers in 40 cities across China about
brand awareness and loyalty.

In addition, the Group received a Certificate of Excellence from the
Hong Kong Investor Relations Association in “The 4th Session of
Investor Relations Awards” in recognition of its efforts to ensure
good corporate governance and to maintain good investor relations.

OUTLOOK

The prospect of a recovery in China’s mass market for women’s
footwear is clouded by frequent price wars waged by local shoe
brands and retailers. To cope with the situation, the Group will press
on with its business transformation initiatives and will make timely
adjustments to them to adapt to the market condition.
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MANAGEMENT DISCUSSION AND
ANALYSIS

To strengthen its upgraded brand image, the Group will continue
to optimise its store network by opening more new image stores
nationwide and by speeding up the renovation of its stores. In the
third quarter of 2018, the Group will launch its next significant
crossover collection. It is also planning a series of integrated
marketing campaigns to engage more consumers through both the

online and offline channels.

The upgrading of the products as a business transformation
initiative will remain the key to satisfying customers’ different
needs and wants. The Group will continue with its product upgrade
by increasing the proportion of trendy products and those made of
new materials in the sales mix to meet the ever-changing fashion
trends. By increasing its investment in product development, the
Group is committed to the improvement of product quality to make
its products more comfortable for its customers to wear. The on-
going efforts to upgrade the supply chain will also give support to
the product upgrade. Moreover, it plans to step up the development

of other product categories to capture more business opportunities.

While further increasing e-commerce’s contribution to the Group’s
turnover, the Group plans to have more of its stores connect to
“Tmall’s Smart Store” system to attract more customers to its offline
sales channel. Its e-commerce department will collaborate with its
product development team in launching exclusive products that
target the young consumers who shop online and follow fashion
trends.

As a customer-centric company, the Group will conduct an in-depth,
multi-dimentional analysis of the data of its existing customers. This
will enable the Group to better predict market trends and consumer
preferences. Powered by the big data analytics, the Group will be
able to do its product planning with more precision so as to stay
abreast of the trend in consumer demand. Besides, customised
marketing strategy will be implemented to improve marketing

efficiency and boost customer loyalty.

Business transformation is a voyage fraught with uncertainty but
it is also full of opportunities. The data for the second half of 2018
to the present shows a slight improvement trend in the sales of the
Core Brands Business. The sales channel adjustment that leads to a
higher number of new image stores will also gradually yield results.
As a customer-centric company whose decision is data-driven, the
Group will enhance its capability to analyse customer profiles and
then to develop its products to meet diverse needs and desires so as
to embrace the “New Retail” movement. The Group believes that
its experienced management team, strong brands, and a wide sales

network can help it succeed in its business transformation.
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CONDENSED CONSOLIDATED INCOME

STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2018

fily W &%

op
=
3
by

BE T /FEANH =+ HILAMEA

Unaudited
AR %

Six months ended 30 June

BEAH=THILAMA

2018 2017
ZFE )\ e S o
Note HK$’°000 HK$’000
B AR THTC
Turnover = | 6 2,259,010 2,732,707
Cost of sales P LA (1,178,797) (1,210,702)
Gross profit EAH 1,080,213 1,522,005
Other income HAthlfe A 22,222 24,660
Other (losses)/gains — net HoAth (B548) i #2 — TF 8 8 (15,710) 754
Selling and distribution expenses SHE KA sH B ST (1,415,308) (1,587,829)
General and administrative expenses — 5 K AT IR S (161,120) (164,832)
Operating loss RS aEi 9 (489,703) (205,242)
Finance costs W 5 A 10 (2,572) (3,506)
Share of results of associates and joint FEAL B A R B
ventures Z %?ﬁ (504) (29)
Loss before income tax I 45 B0 T s 18 (492,779) (208,777)
Income tax expense Fr 15 BB 2 11 (6,229) (2,433)
Loss for the period LU (499,008) (211,210)
Attributable to: DAR &7 A -
Shareholders Jilig (492,633) (209,463)
Non-controlling interests IE 122 1) M 4 (6,375) (1,747)
(499,008) (211,210)
Loss per share, basic and diluted (HK cents) B34 LB K518 (5 100) 12 (29.9) (12.7)

The notes on pages 20 to 36 are an integral part of these condensed

consolidated interim financial statements.

B20F 36 H 2 B 5t A AS i A 45 A P A I R 2

HLALER 23 o
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CONDENSED CONSOLIDATED

i W ok 7 2 i R R

STATEMENT OF COMPREHENSIVE

INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2018

wWE-F-/NERNH=+THIEAMEA

Unaudited
Six months ended 30 June

BEAA=THILAWA

2018 2017
—F )\ e S e
HK$°000 HK$°000
Tt T
Loss for the period HA A e 8 (499,008) (211,210)
Other comprehensive (loss)/income HAth 21w (E8) i
Items that may be reclassified subsequently to AJ 1 R
profit or loss: Hm 2 HH -
Currency translation differences of a foreign M Bt A F 2
subsidiary FEE 50, 7= 38 (156) 1,040
Change in fair value of a financial asset SRMEEZ N NEEES (70) 3,744
Item that will not be reclassified subsequently to A JA H & B 750 £

profit or loss: Ham 2 HH -

Currency translation differences [ifE 50,7 %A (16,696) 116,404
Total comprehensive loss for the period 9 7R 4 T JES $E AR AR (515,930) (90,022)
Attributable to: DU %05 REAG -

Shareholders JBCER (510,248) (91,763)
Non-controlling interests IE H2 ) 1 A 4 (5,682) 1,741
(515,930) (90,022)

The notes on pages 20 to 36 are an integral part of these condensed 552036 & & Ml 5t A AR W 42 & I I B ek 2

consolidated interim financial statements.
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CONDENSED CONSOLIDATED BALANCE fiilisia &R AlE
SHEET

AS AT 30 JUNE 2018 RN oEFE—/NFERNHAH=Z1TH

Unaudited Audited
S 37 E
30 June 31 December
2018 2017
RN\ “E L
AHZ+H +-HA=+—H
Note HK$’000 HK$°000
liEz Tt R
Non-current assets I i Hh o
Land use rights bt 14 46,390 47,769
Property, plant and equipment ENN NS 15 674,287 859,290
Investment properties REWE 16 194,044 67,481
Interests in associates QNI £ 1,622 1,803
Interests in joint ventures ARSI R 1,649 2,487
Available-for-sale financial asset A E A E = 3,698
Intangible assets MY & 17 20,533 20,741
Long-term rental deposits and prepayments R 4 4 4 R BT IR 80,270 85,590
Deferred income tax assets RIS R TEE 265,104 270,136
1,283,899 1,358,995
Current assets TG
Inventories FE 960,328 1,246,878
Trade receivables B 5 WX 18 196,131 181,310
Other receivables, deposits and prepayments FOA NSRS ~ # BTRA OA 19 687,491 827,337
Pledged bank deposits C KA ERAT 73K 161,123 181,403
Bank deposit with maturity over three months 7N E i =8 7 2 R 174730 = 4,785
Cash and cash equivalents He ke EY 213,733 299,830
2,218,806 2,741,543
Assets of disposal group classified DB BRHEL G2 B
as held-for-sale Az & 20 21,616 53,322
2,240,422 2,794,865
Current liabilities Uit B) £ 15
Trade payables B 5 BEAT R K 21 503,965 581,157
Other payables and accrued charges JFC A B A R I E T 2 317,211 362,601
Contract liabilities GHIAR 4,978 -
Income tax payable JAE A i 5 B 6,789 4511
Bank loan HATE K 156,882 156,274
989,825 1,104,543
Liabilities of disposal group NEERELEZ L E
classified as held-for-sale AR A fE 20 202 247
00 1,104,790
Netcurrentassets ... ... WEWESE 1,250,395 1,690,075 _
Total assets less current liabilities OB W A R 2,534,294 3,049,070

Daphne International Holdings Limited
Interim Report 2018



CONDENSED CONSOLIDATED BALANCE

SHEET
AS AT 30 JUNE 2018 WFE—/NFEH=1TH
Unaudited Audited
AR BAEN
30 June 31 December
2018 2017
S L
AA=ZFH TZA=+—H
Note HK$’000 HK$°000
B 5 T R
Equity attributable to shareholders IR A i
Share capital fe A 22 164,914 164,914
Reserves fiti e 23 2,200,635 2,709,993
2,365,549 2,874,907
Non-controlling interests I 1 1l P 2 155,072 160,754
Total equity LR 2,520,621 3,035,661
Non-current liabilities FEH) A
__ Deferred income tax liabilities BRPSBRAS 13,673 13409
Total equity and non-current liabilities AR g IR TR A 2,534,294 3,049,070

Approved by the Board of Directors on 28 August 2018 CEERgN -F—/F/AH ZH/VH it

CHANG CHIH-KAI CHEN TOMMY YI-HSUN

R Bt 4
Director Director
HH HH

H20F36H 2 M5t A A A S R B HREZ
AL RLEB Y ©

The notes on pages 20 to 36 are an integral part of these condensed

consolidated interim financial statements.
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CONDENSED CONSOLIDATED 5 BH 4% 5 W 4 S ) R
STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2018 wE -FZ— NFEARNHAZTHIEAHEA

Unaudited
AREH
Attributable to shareholders
i 5 HE A
Non-
Share controlling
capital Reserves interests Total
it Ak Tt 4 o B At
HK$°000 HK$°000 HK$°000 HK$°000
T T T Tl
At 1 January 2018 A E— NHFE—H—H 164,914 2,709,993 160,754 3,035,661
Loss for the period LN - (492,633) (6,375) (499,008)
Change in fair value of a financial GREEZAR
asset TR 5 ) - (70) - (70)
Currency translation differences [ 58, 2= %40 - (17,545) 693 (16,852)
Total comprehensive loss 4 1H e 8 AR = (510,248) (5,682) (515,930)
Share option scheme: W RSl
Value of grantee services AR NI E - 890 - 890
Total transactions with shareholders  SUBHICHAH 8 - 8%
At 30 June 2018 W _F—NFNH=TH 164,914 2,200,635 155,072 2,520,621
AtlJanvary 2017 REOFCEFCATH 164914 3206484 160,652 . 3,532,050
Loss for the period WA 1R - (209,463) (1,747) (211,210)
Revaluation of available-for-sale AL A
financial asset g E - 3,744 - 3,744
Currency translation differences [ifE 50, 25 40 - 113,956 3,488 117,444
Total comprehensive loss 2 TH s 1H AR - (91,763) 1,741 (90,022)
Share option scheme: M P HE o)
Value of grantee services RPN R A - 4,153 - 4,153
Total transactions with shareholders  SUBHCICH MM S 4153 S 4153
At 30 June 2017 hoF—tHEANA=1H 164,914 3,118,874 162,393 3,446,181

2036 H Z Mt GE A Wl AR & P I B ok 2
HLBER 3 -

The notes on pages 20 to 36 are an integral part of these condensed
consolidated interim financial statements.

Daphne International Holdings Limited
Interim Report 2018



CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED 30 JUNE 2018 wEF-NENA=Z+THIEAMEA
Unaudited
Six months ended 30 June
BEAA=ZTHIEAMEA
2018 2017
“ZF— )N\ —F LA
HK$°000 HK$000
Ti#x T
Operating activities KEIEE)
Cash used in operations f’iﬁﬁﬁ% 2B (60,253) (57,784)
Income tax paid ERRPREY) = (12,053)
Net cash used in operating activities HETEE T 2 B AT (60,253) (69,837)
Investing activities REEH
Acquisition of land use rights and property, i b PR R
plant and equipment W B ekt (68,778) (45,284)
Proceeds from disposal of a subsidiary R UNEIP e 30,575 -
Proceeds from disposal of a financial asset B 4 B A 2 IR 3,638 -
Proceeds from disposal of property, plant and Y -~ RS R
equipment Z W 1,401 909
Interest received E AL 4,164 11,429
Decrease in bank deposit with maturity over o =Mz
three months SRATAR WD 4,832 17,286
Decrease/(increase) in pledged bank deposits E AR SRAT A B Y (K ) 22,084 (174,965)
Net cash used in investing activities BEEHHZSeE®E (2,084 (190,625)
Financing activities Al B
Interest paid & A FLE (2,572) (3,506)
Repayment of a bank loan TR MAT & (157,829) (209,894)
Proceeds from a bank loan SRAT R UK 156,882 156,007
Net cash used in financing activities HWEEHINZHeE® 3519 (57.393)
Decrease in cash and cash equivalents R KB EEEYW D (65,856) (317,855)
Cash and cash equivalents at 1 January AMA—AZHE R &S ED 300,114 972,769
Effect of foreign exchange rate changes HIMIE b 46 R 5 B 2 S (20,522) 20,323
Cash and cash equivalents at 30 June WAA=ZTHZEE REEEEY 213,736 675,237
Analysis of balances of cash and cash equivalents: B BB E W 45 R b
Bank balances and cash WITH B LB 4 213,736 516,365
Bank deposits within three months of maturity FEa 0 B =8 H AR Z SR AT 775K - 158,872
213,736 675,237

The notes on pages 20 to 36 are an integral part of these condensed

consolidated interim financial statements.

H20%36H 2 M5t A A A S R B R E
AL RLEB Y o
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NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

GENERAL INFORMATION

Daphne International Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) are principally engaged in the
manufacturing, distribution and retailing of footwear 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.

These condensed consolidated interim financial statements are
presented in Hong Kong dollars (“HKS$”), unless otherwise stated.

These condensed consolidated interim financial statements for the six
months ended 30 June 2018 are unaudited and have been reviewed by
the Audit Committee of the Company and approved for issue by the
Board of Directors on 28 August 2018.

BASIS OF PREPARATION

These condensed consolidated interim financial statements for the six
months ended 30 June 2018 have 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 2017, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”).

PRINCIPAL ACCOUNTING POLICIES

Other than changes in accounting policies resulting from application
of new and amendments to HKFRSs, the accounting policies applied
in the condensed consolidated interim financial statements for the six
months ended 30 June 2018 are consistent with those adopted in the
consolidated financial statements for the year ended 31 December
2017.

(i) New and amended standards effective and adopted by the Group

A number of new or amended standards became applicable
for the current reporting period and the Group had to change
its accounting policies and make retrospective adjustments, if
applicable, as a result of adopting the following standards:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers

The impact of the adoption of these standards and the new
accounting policies are disclosed in Notes 3(ii) to 3(v)
below. The other standards did not have any impact on the
Group’s accounting policies and did not require retrospective
adjustments.
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NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

3  PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(ii)) HKFRS 9 “Financial Instruments” — Impact of adoption

HKFRS 9 replaces the provisions of HKAS 39 “Financial
Instruments: Recognition and Measurement” that relate to the
recognition, classification and measurement of financial assets
and financial liabilities, derecognition of financial instruments,
impairment of financial assets and hedge accounting.

The Group adopted HKFRS 9 from 1 January 2018. In
accordance with the transitional provisions in HKFRS 9,
comparative figures have not been restated.

On 1 January 2018 (the date of initial application of HKFRS 9),
the Group’s management has assessed which business models
apply to the financial assets held by the Group and has classified
its financial assets into the appropriate HKFRS 9 categories. The
majority of the Group’s financial assets include:

. investments in unlisted companies previously classified
as available-for-sale financial assets was reclassified to
financial assets at fair value through other comprehensive
income under HKFRS 9; and

. loans and receivables previously measured at amortised
cost which meet the conditions for classification at
amortised cost under HKFRS 9.

The new impairment model requires the recognition of
impairment provisions based on expected credit losses (“ECL”)
rather than only incurred credit losses as is the case under HKAS
39. The Group has trade receivables and other receivables that
are subject to HKFRS 9’s new ECL model.

The Group was required to revise its impairment methodology
under HKFRS 9 for each of these classes of assets. The impact of
the change in impairment methodology on the Group’s retained
earnings as at 1 January 2018 was immaterial.

The following table shows the impact on each individual line
item. Line items that were not affected by the changes have not
been included.
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Impact
As at 31 on initial
December adoption of As at 1
2017 HKFRS 9 January 2018
# HIRRA
—E L T ok BB i
+=H e W H ZER )\
=Z=F—H BRZEE —H—H
HK$’000 HK$’ 000 HK$°000
THs T T T TFHsIT
Non-current assets IR B E E
Available-for-sale financial asset Al A T 3,698 (3,698) -
Financial asset at fair value through  PAZS FUfEE #FA HAth
other comprehensive income A WS 2 4 A - 3,698 3,698
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NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

3

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(iii) HKFRS 9 “Financial Instruments” — Summary of significant

accounting policies applied from 1 January 2018

Classification
From 1 January 2018, the Group classifies its financial assets in
the following measurement categories:

. those to be measured subsequently at fair value (either
through other comprehensive income, or through profit or
loss), and

. those to be measured at amortised cost.

The classification depends on the entity’s business model for
managing the financial assets and the contractual terms of the
cash flows.

For assets measured at fair value, gains and losses will either be
recorded in profit or loss or other comprehensive income. For
investments in equity instruments that are not held for trading,
this will depend on whether the Group has made an irrevocable
election at the time of initial recognition to account for the equity
investment at fair value through other comprehensive income.

The Group reclassifies debt investments when and only when its
business model for managing those assets changes.

Measurement

At initial recognition, the Group measures a financial asset
at its fair value plus, in the case of a financial asset not at fair
value through profit or loss, transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at fair value through profit or loss
are expensed in profit or loss.

The Group subsequently measures all equity investments
at fair value. Where the Group’s management has elected
to present fair value gains and losses on equity investments
in other comprehensive income, there is no subsequent
reclassification of fair value gains and losses to profit or loss
following the derecognition of the investment. Dividends from
such investments continue to be recognised in profit or loss as
other income when the Group’s right to receive payments is
established.

Changes in the fair value of financial assets at fair value through
profit or loss are recognised in other gains/(losses) in the income
statement as applicable. Impairment losses (and reversal of
impairment losses) on equity investments measured at fair value
through other comprehensive income are not reported separately
from other changes in fair value.

Impairment

From 1 January 2018, the Group assesses on a forward looking
basis the expected credit losses associated with its debt
instruments carried at amortised cost and fair value through other
comprehensive income. The impairment methodology applied
depends on whether there has been a significant increase in credit
risk.

For trade receivables, the Group applies the simplified approach
permitted by IFRS 9, which requires expected lifetime losses to
be recognised from initial recognition of the receivables.

Daphne International Holdings Limited
Interim Report 2018
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3

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Impairment on other receivables is measured as either 12-month
ECL or lifetime ECL, depending on whether there has been a
significant increase in credit risk since initial recognition. If a
significant increase in credit risk of a receivable has occurred
since initial recognition, then impairment is measured as lifetime
ECL.
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oA BB WSO AR 2 WA - BT B DG TR AR
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(iv) HKFRS 15 “Revenue from Contracts with Customers” — Impact (v) FisBBEREESE 1S EHE S 2 MM A
of adoption JEE L IO | — B A 1 s 2
HKFRS 15 replaces HKAS 18 which covers contracts for goods B s T 5 45 B R 56 1598 HUAR B0 IR S & s
and services and HKAS 11 which covers construction contracts. & wh e B 1898 2 v fn B W5 A [R] B A vk
The new standard is based on the principle that revenue is FHUE R SE 1198 2 A A A o e AR AR R
recognised when control of a good or service transfers to a vty B ) ) 2 T HE KSR R % S PR J L o
customer.
The Group adopted HKFRS 15 from 1 January 2018. The ALY —F— /NF—H— HERNEEM
Group has adopted the modified retrospective approach and 5 i HE RIS 1558 o A4 [ 2 3R AN 5 5T 98 i
the comparatives were not restated. The impact of the adoption J5 22 M FH % e BT LE B R g E A o BR
of HKFRS 15 was immaterial and there was no adjustment in A s A TS S MR R S 1 SRR A S G R E K
retained earnings as at 1 January 2018. B R i A =R — NE— A — AR B
B o
Management has assessed and identified the effects of applying IR LR AN B 2 % e R R P A 4 )
the new standard on the Group’s financial statements as follows: MBI EN BT
“Receipt in advance from customers” and “deferred revenue” AR NFE—H—H > ZHCEEEEMm
which were previously included in other payables and accrued JREAST 3k I % M w2 P R RO P R I
charges, amounting to HK$5,798,000 and HK$246,000 [ 2iE Ui A | 43 Fll £55,798,00095 TG £ 246,000%5
respectively as at 1 January 2018, are now included under TG 0 BLA G #) B DL o s i e
contract liabilities to reflect the terminology of HKFRS 15. RISE159E Rty =8 -
The adoption of HKFRS 15 does not have a significant impact TR A0 75 Vs 0 5 i M )58 15555 6 A A [ ] IRy
when the Group recognises revenue from sales of goods. TifE R B ot 5 5 WSO ST i K R o
The following table shows the impact on each individual line TREUR THEMIEANEE KROFEAZ
item. Line items that were not affected by the changes have not THUGEBIMIEE -
been included.
Impact
As at 31 on initial As at
December adoption of 1 January
2017 HKFRS 15 2018
W H KR
—“E L4 FoR e w7
+=A e i MR F —E—)\4E
=t—HB BISKZIBE —H—H
HK$’000 HK$°000 HK$°000
RRC T THsIT
Current liabilities i By B
Other payables and accrued charges  Hifth i A5 5CR0 E =122 362,601 (6,044) 356,557
Contract liabilities FRIAE - 6,044 6,044
& B O 2
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NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

3

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

V)

(vi)

HKFRS 15 “Revenue from contracts with customers” —
Summary of significant accounting policies applied from 1
January 2018

Sale of goods - wholesale

Sales are recognised when control of the products has
transferred, being when the products are delivered to the
wholesaler, the wholesaler has full discretion over the channel
and price to sell the products, and there is no unfulfilled
obligation that could affect the wholesaler’s acceptance of the
products.

The goods are often sold with sales discounts. Revenue from
these sales is recognised based on the price specified in the
contract, net of the estimated volume discounts. No element of
financing is deemed present.

Sale of goods - retail

Revenue from the sale of goods is recognised when the Group
sells a product to the customer. Payment of the transaction price
is due immediately when the customer purchases the goods.

New and amended standards and interpretations issued but not
yet adopted by the Group

HKFRS 16 “Leases” will result in almost all leases being
recognised on the balance sheet, as the distinction between
operating and finance leases is removed. Under the new standard,
an asset (the right to use the leased item) and a financial liability
to pay rentals are recognised. The only exceptions are short-
term and low value leases. The accounting for lessors will not
significantly change.

The standard will affect primarily the accounting for the Group’s
operating leases. As at the reporting date, the Group has non-
cancellable operating lease commitments of approximately
HK$983,665,000. However, the Group has not yet determined
to what extent these commitments will result in the recognition
of an asset and a liability for future payments and how this will
affect the Group’s profit and classification of cash flows.

Some of the commitments may be covered by the exception
for short-term and low value leases and some commitments
may relate to arrangements that will not qualify as leases under
HKFRS 16.

The standard is mandatory for first interim periods within annual
reporting periods beginning on or after 1 January 2019. At this
stage, the Group does not intend to adopt the standard before its
effective date.

Daphne International Holdings Limited
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NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

il W &5 A

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: foreign
exchange risk, cash flow interest rate risk, credit risk and liquidity
risk. These condensed consolidated interim financial statements do
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 consolidated financial statements as at
31 December 2017.

There has been no material change in the Group’s risk management
and policies since 31 December 2017.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

The preparation of interim financial statements requires management
to make judgments, 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 these condensed consolidated interim financial
statements, the significant judgments 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
2017.

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

The chief operating decision-maker (“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
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. None of the customers accounted for 10% or
more of the total turnover of the Group during both six months ended
30 June 2018 and 2017.

The Group’s non-current assets, excluding deferred income tax assets,
are mainly located in mainland China.
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STATEMENTS
6  SEGMENT INFORMATION (CONTINUED) 6 JrHEEERL(4)
The following is an analysis of the Group’s revenue and results by DATR B B 32 B 48 P OR 35 A5 B 2 AN 42 1B 44 m] H R
reportable segments as reviewed by the CODM: 53 HB 2 WL As e SE SR AT -
Core Other Manu-
Brands Brands facturing Inter-segment
Business Business Business elimination Group
Bl MSERE A T 35 3/ L E KEH
HK$000 HK$000 HK$000 HK$000 HK$000
T Tt T T T
Six months ended 30 June 2018 BEZZ-\EANZTH
(Unaudited) EAMA REER)
Revenue from external customers WM Pl 1,945,965 313,045 = = 2,259,010
Inter-segment revenue Lialie 134,503 = 104,473 (238,976) =
Total segment revenue B 2,080,468 313,045 104473 (238976) 2,259,010
Segment results NHER (481,878) (5,720) 1,811 10,571 (475,216)
Amortisation of intangible assets o G A4 (157)
Corporate income PERA 2,260
Corporate expenses PERL (16,590)
Operating loss BEkR (489,703)
Finance costs g e (2,572)
Share of results of associates and joint ventures EEBEARRAECELES (504)
Loss before income tax BBt e £ (492,779)
Other information for disclosure: HUHEEH
Amortisation of intangible assets W EEHH - 157 - - 157
Amortisation of land use rights L0 A B 503 - 353 = 856
Depreciation of investment properties BEmES 5 1,317 - 1,046 - 2,363
Depreciation of property, plant and equipment W3~ TR Rkt 64,069 3,738 6,342 - 74,149
Capital expenditure BARB L 59,057 763 8,958 = 68,778
Six months ended 30 June 2017 BEZZ—LEAAZTH
(Unaudited) IEAMEA CRiEER)
Revenue from external customers HINE Pl 2,351,816 380,891 - - 2,732,707
Inter-segment revenue L e 113,319 - 85,053 (198,372) -
Total segment revenue By e 2,465,135 380,891 85,053 (198,372) 2,732,707
Segment results IR (191,126) 4,138 189 1,091 (185,708)
Amortisation of intangible assets TV g (145)
Corporate income RERA 4,540
Corporate expenses PR (23,929)
Operating loss i (205,242)
Finance costs RS A (3,506)
Share of results of associates and joint ventures TG E AR RAERELER (29)
Loss before income tax B BT B R (208,777)
Other information for disclosure: HMHEEH
Amortisation of intangible assets TV - 145 - - 145
Amortisation of land use rights T S 968 - 105 - 1,073
Depreciation of investment properties REMENE - - 1,205 - 1,205
Depreciation of property, plant and equipment VESY YT K 86,012 4,181 4,001 - 94,194
Impairment of property, plant and equipment VEN Y ittt 1,647 - - - 1,647
Capital expenditure BAREY 41,443 2,123 1,718 - 45284
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6 SEGMENT INFORMATION (CONTINUED) 6
The following is an analysis of the Group’s assets and liabilities by
reportable segments as reviewed by the CODM:

gr iR & R (A1)
VATR A b 2 2 A 78t SR B 22 AR 4 I 4 T R R
IR EE R BT

Core Brands  Other Brands Manufacturing
Business Business Business Group
GO mMEs RS R AEH
HKS$’000 HKS$’000 HKS$’000 HKS$’000
T T T T
As at 30 June 2018 (Unaudited) RZZ—NEAAZTH (REEE)
Segment assets A E 2,861,721 161,344 172,746 3,195,811
Goodwill [k ] 15,079 - - 15,079
Other intangible assets o dre gy - 5,454 - 5,454
2,876,800 166,798 172,746 3,216,344
Interests in associates S - ONEIPA ) 1,622
Interests in joint ventures ReEEEL R 1,649
Deferred income tax assets BT ARIAGE 265,104
Assets of disposal group classified as held-for-sale A8 AFEH &2 HEAF 2 G 21,616
Corporate assets rEEE 17,986
Total assets myE 3,524,321
Segment liabilities B 693,878 81,033 52,747 827,658
Deferred income tax liabilities TR {5 BiIH & 1R 13,673
Liabilities of disposal group classified NERTHEREZ B EALR
as held-for-sale ZAR 202
Corporate liabilities rEAR 162,167
Total liabilities BAK 1,003,700
As at 31 December 2017 (Audited) RoF—LEF A=+ —H (B
Segment assets IR 3,390,977 157,634 172,858 3,721,469
Goodwill R 15,079 - - 15,079
Other intangible assets HAb T G - 5,662 - 5,662
3,406,056 163,296 172,858 3,742,210
Interests in associates S E-UNIPA ) 1,803
Interests in joint ventures REEEEZER 2,487
Available-for-sale financial asset HESHEE 3,698
Deferred income tax assets AL TS BIR E E 270,136
Assets of disposal group classified as held-for-sale A FEH & 2 HEAF 2 G 53322
Corporate assets TEEE 80,204
Total assets mgE 4,153,860
Segment liabilities AR 800,344 86,988 46,719 934,051
Deferred income tax liabilities EAE AR A R 13,409
Liabilities of disposal group classified ABRREE L Z AR
as held-for-sale ZEfR 247
Corporate liabilities rEAR 170,492
Total liabilities BaMR 1,118,199
AR
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H A A
Six months ended 30 June

BEAA=ZTHIEAWA

2018 2017
ZER )\ ZE—L4E
HK$’000 HK$°000
Tt T oo
Franchise and royalty income R RERE RS RE A 252 1,285
Government subsidies TR JFT 46 P 5,962 460
Gross rental income FH A U A R 6,396 5,081
Interest income LISV N 4,164 11,429
Others HAlh 5,448 6,405
22,222 24,660

OTHER (LOSSES)/GAINS - NET 8  HAk (FiH) Widk—F

Six months ended 30 June

BEAHA=ZTHIEAMWA

2018 2017
ZE )\ R
HK$°000 HK$°000
Ti#x T
Fair value loss on derivative financial instruments #7454 L B 2 A\ FEE 18 - (14,321)
Impairment of property, plant and equipment W2~ W E Kot 2 WA - (1,647)
(Loss)/gain on disposal of a subsidiary B s 7 (s 18) i ss (1,334) 3,841
Loss on disposal of property, plant and equipment %3 « fi7E K& 2 k18 (12,612) (986)
Net exchange (loss)/gain TE L (B518) /Ui 36 15 %8 (2,084) 13,867
Others HoAth 320 -
(15,710) 754
OPERATING LOSS 9 KEEH
Operating loss is stated after charging the following: R IR T A& -
Six months ended 30 June
BEAA=Z1THIEAMA
2018 2017
SR\ e s
HK$°000 HK$’000
Tl Tt
Amortisation of land use rights - b A R R B 856 1,073
Amortisation of license rights AL RE B B 157 145
Auditors’ remuneration 1 BRI T 4 2,431 2,780
Cost of inventories sold, including provision for B AR B (L FE W A7 B A

slow-moving inventories of HK$2,422,000 2,422,000% G (—F — L4 :

(2017: write-back of HK$37,084,000) 55 A5 8% 71 37,084,000% 7T) ) 1,136,906 1,157,684
Depreciation of investment properties BEm T 2,363 1,205
Depreciation of property, plant and equipment LE BN N R 74,149 94,194
Employee benefits expense 1i& B 48 A1 B 52 420,655 406,750
Operating lease rentals (including concessionaire o BT 2 s T A A

fees) in respect of land and buildings (P G e ey B 2e) 693,513 827,818

Daphne International Holdings Limited

Interim Report 2018
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7 W 2 o B0 0 355 e 3 B et

STATEMENTS
10 FINANCE COSTS 10 BB A
Six months ended 30 June
BEAA=Z1THILAMA
2018 2017
—F )\ R4
HK$°000 HK$’000
T TIT
Interest on bank loan SRAT B HOR) B 2,572 3,506
11 INCOME TAX EXPENSE 1 P B
Six months ended 30 June
BEAA=Z1THIEAMWA
2018 2017
—F )\ xR
HK$°000 HK$°000
T#t TIT
Current income tax BV 349 Jir 15 A A I 3,444 9,258
Under-provision in prior years AR B R R - 596
Deferred income tax % HIE T 45 B IH 2,785 (7,421)
6,229 2,433
Income tax expense is recognised based on management’s estimate i3 ﬁ/ﬁ B 32 *Eﬁ/;ﬁ L 3B E A B A R N 2
of the weighted average annual income tax rate expected for the full m TEEFﬁﬂif_g)ﬂjﬂ;f ﬁﬁ%z% ﬁﬁﬁﬁf?‘ ° ﬁ§~?
financial year. The estimated weighted average tax rate used for the six - /\E/‘ﬁ — T+ H RS A 22 e B A A
months ended 30 June 2018 is 24.6% (2017: 24.3%). 7424.6% (=% —LAF 1 243%) -

12 LOSS PER SHARE 12 HREH o L
Basic loss per share is calculated by dividing the loss attributable to B AR o TEnTJ PR =% VF N =1
shareholders of HK$492,633,000 (2017: HK$209,463,000) by the AR A 2 1B A A fle £a49‘2,633,0/90;5§ T (%
weighted average number of 1,649,142,384 (2017: 1,649,142,384) LA 200,463,000 70) B L C AT 2 Tl
shares in issue during the six months ended 30 June 2018. %:féj 11,649,142,384 (% — L4 1 1,649,142,384)

JEREE
For the six months ended 30 June 2018 and 2017, basic and diluted o LI S SIPASICAYS B A PN
loss per share are the same since there was no dilutive potential share. a ’D A BN A R 2 B o A R AR T
JEs R AR

13 DIVIDEND "

The Board of Directors does not recommend the payment of an interim 13 E{‘E‘ " s R N
dividend for the six months ended 30 June 2018 (2017: Nil). HREAREREE —F— /FAH =+ HIER
B A UREE P S (2 — L AF  JE) o
14 LAND USE RIGHTS

T
Net book value at 1 January 2018 AZE—/NE— ] — A ZRHEHE 47,769
Exchange adjustment e 5, 74 R (523)
Amortisation 8 (856)
Net book value at 30 June 2018 AR HENH = H Z IR 46,390
Net book value at 1 January 2017 o E—bE—H—HZREFE 72,567
Exchange adjustment e 53, 3 4 2,655
Additions wE 949
Amortisation 8 (1,073)
Disposals i (3,153)
Net book value at 30 June 2017 hZF—BEANH=E+HZ IR E 71,945

A
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NOTES TO THE CONDENSED 1 WA ok 5 v U1 B 5 S 3 B
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS
15 PROPERTY, PLANT AND EQUIPMENT 15 3 - W Bkt
Leasehold Furniture,
Improve-  Construction- Plantand  fixtures and Motor
Buildings ments  in-progress machinery equipment vehicles Total
\ L Wi ‘
By HENELE HRLE  RMERES  EERRH i it
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
Ti#x Ti#x Ti#n Ti#n Ti#n Ti#n Ti#n
Net book value at MWZZ—\E—HF—H
1 January 2018 ZIRERE 621,366 149,212 120 9,620 76,262 2,710 859,290
Exchange adjustment e 58 7% (1,462) (556) 3 (6) (266) (12) (2,299)
Additions NE 8,904 26,121 - 30 4,638 4 39,697
Depreciation g (8,910 (46,409) - (2,227) (15,896) (707) (74,149)
Transfer to investment LRSI
properties L/ (134,116) - (123) - - = (134,239)
Disposals e &) (11,378) = = (2,583) (49) (14,013)
Net book value at RE-F—-NEAA=HA
30 June 2018 IR 485,779 116,990 - 7417 62,155 1,946 674,287
Net book value at L v S Tl
1 January 2017 ZIRT B 631,436 151,721 7954 11974 96,003 3,024 902,112
Exchange adjustment R 20970 4836 3 31 2,869 121 29,390
Additions WA - 34,843 216 31 5,006 306 40,402
Depreciation e (9,527) (62,725) - (2,212) (18,931) (799) (94,194)
Impairment A - (1,647) - - - (1,647)
Disposals iy e - (1,548) - 0 (306) (40) (1,895)
Disposal of subsidiaries HENE (10,189) - - - - (10,189)
Net book value at AN E—EEAAZTH
30 June 2017 ZEEE FH 632,690 125,480 8,443 10,113 84,641 2,612 863,979
16 INVESTMENT PROPERTIES 16 #EWE
HK$°000
THTT
Net book value at 1 January 2018 W FE— NAFE—H—H Z R E 67,481
Exchange adjustment e 5, 3 8 (5,313)
Depreciation e (2,363)
Transfer from property, plant and equipment [LS7 b E R & ] 134,239
Net book value at 30 June 2018 R — AN H =1 B Z MR 194,044
Net book value at 1 January 2017 e e R Bl =Y ((TRE X 51,520
Exchange adjustment T 5, 7 & 1,718
Depreciation e (1,205)
Net book value at 30 June 2017 AZE—LHENA=Z1THZIE®RFME 52,033

Daphne International Holdings Limited
Interim Report 2018



NOTES TO THE CONDENSED

CONSOLIDATED INTERIM FINANCIAL

i W 5 e 00 S 5 3 PR

STATEMENTS
17 INTANGIBLE ASSETS 17 ®EEE
Goodwill License rights Total
T T R At
HK$’000 HK$’000 HK$’000
Tl Tl e Tt
Net book value at A E— )NFE—H—H
1 January 2018 2 BT RE 15,079 5,662 20,741
Exchange adjustment FEE 5, o) 2 = (51) (51)
Amortisation b3 = (157) (157)
Net book value at W oE—)NFENH=+H
30 June 2018 2 BRI RE 15,079 5,454 20,533
Net book value at WoE—LFE—-H—H
1 January 2017 2 WRTH i E 15,079 5,562 20,641
Exchange adjustment [T ¢, i e - 185 185
Amortisation 25 - (145) (145)
Net book value at W oFE—LEANH=TH
30 June 2017 Z MR T 15,079 5,602 20,681

Amortisation of HK$157,000 (2017: HK$145,000) is included in the
“general and administrative expenses” in the condensed consolidated

income statement.

18 TRADE RECEIVABLES

18

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

157,000% 76 (& — L 4F 1 145,000 o0) &6 15
AT AF A Wi as TR T— M AT B 2 ] -

0 5 I WO MR sk

HOgR 5 H R 2 ) BEORSREE M AT an T

follows:
30 June 31 December
2018 2017
“EUE CF L
AAH=Z+H +ZH=+—H
HK$’000 HK$°000
T TFsoc
0 — 30 days 0%230H 100,166 109,753
31 - 60 days 312 60H 58,474 47,884
61 — 90 days 61Z290H 17,537 14,449
91 — 120 days 91F120H 7,803 3,333
121 - 180 days 1212180 H 5,476 2,910
181 — 360 days 1812360H 6,417 2,934
Over 360 days 360H LA B 258 47
196,131 181,310

At WO K ~ < B TEA AR OH
BoFE =/ EANAZTR R F B+ TA
== H o AL REBORK - e KA R OE E
BLAE AT [ (E B B AT A M ROk
& T TR AL B 0 o

19 OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS 19
As at 30 June 2018 and 31 December 2017, included in other
receivables, deposits and prepayments are mainly value-added tax
recoverables, rental prepayments, rental and utility deposits and
prepayments to suppliers.
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NOTES TO THE CONDENSED

CONSOLIDATED INTERIM FINANCIAL

STATEMENTS

20 ASSETS AND LIABILITIES OF DISPOSAL GROUP

CLASSIFIED AS HELD-FOR-SALE

The following assets and liabilities were classified as held-for-sale as

i W &5 e 00 S 5 3 PR

20 B AR & AN 2 B E

B £ 1
W E-NERAZTH - T EERAMESE

at 30 June 2018: TR
30 June 31 December
2018 2017
—E )\ —FR LA
AA=ZFR +ZA=+—H
HK$°000 HK$’000
Ti#ou Tt
(a) Assets classified as held-for-sale: (@) MHEAFHEREZERE
Land use rights = i 4l R A 3,428 26,064
Property, plant and equipment W~ RUE B - 8,416
Investment properties s -C/ES 12,014 12,325
Deferred income tax assets A SIE BT 750 A A 5,547 5,603
Other receivables, deposits and prepayments AR IR R K~ A R TR A BOE 624 630
Cash and cash equivalents B M Bl S HY 3 284
Total assets of disposal group classified SRR EREZ HEHN 2
as held-for-sale HREATFT 21,616 53,322
(b) Liabilities directly associated with assets (b) HRAJ 5 R b & 2 A B
classified as held-for-sale: Zafg -
Trade payables 2 5 MEAS R K 142 144
Other payables and accrued charges A JRE AT R B L 2 60 103
Total liabilities of disposal group classified SRR 2 B AR 2
as held-for-sale Afmas 202 247

Six months ended 30 June

BEAHA=ZTHIEATWA

2018 2017
“®)\E CF L
HK$°000 HK$°000
T#L TH#EIC
(c) Cumulative loss recognised in other (c) EAYFUL F54E H 8 2 A
comprehensive income relating to disposal A I ST At 4 T W i R T
group classified as held-for-sale: B atiEiE -
Currency translation differences e 54, 2 A5 200 -

Daphne International Holdings Limited

Interim Report 2018



NOTES TO THE CONDENSED 55 BH 45 5 v 30 0 5 e 3 Bi
CONSOLIDATED INTERIM FINANCIAL

STATEMENTS
21 TRADE PAYABLES 21 H 5 RS RR K
The ageing analysis of trade payables based on invoice date is as B A IS 2 B 5 BEAT AR SR IS A T T -
follows:
30 June 31 December
2018 2017
TR )\ e i
AA=Z+H +ZHA=+—H
HK$°000 HK$’000
T#x T
0 — 30 days 0%30H 188,118 272,888
31 - 60 days 31260H 153,662 91,435
61 — 90 days 61290H 150,427 207,666
91 — 120 days 912 120H 5,324 5,560
121 - 180 days 1212180 H 1,664 185
181 — 360 days 1813360 H 1,755 513
Over 360 days 360H Lk I 3,157 3,054
504,107 581,301
Less: Transfer to disposal group classified B R B R
as held-for-sale HEZ B EHNR (142) (144)
503,965 581,157
22 SHARE CAPITAL 22 AR
2018 2017
SR\ R
Number of Number of
ordinary shares of ordinary shares of
HK$0.10 each HK$°000 HK$0.10 each HK$000
BRI £0.103 70 M (E0. 104 7T
ZEERYH Tt ZEEREH T
Authorised: B
At 1 January and 30 June R=H—HEAA=1H 10,000,000,000 1,000,000 10,000,000,000 1,000,000
Issued and fully paid: ST L
At 1 January and 30 June BR—=H—HEAA=1H 1,649,142,384 164,914 1,649,142,384 164,914
During the six months ended 30 June 2018 and 2017, there were no B X - bERFE - NERH =+ HIEAM
movements in the share capital of the Company. F s AR R 2 Al e ) o



NOTES TO THE CONDENSED 15 BH %5 5 v 30 A 5 0 B
CONSOLIDATED INTERIM FINANCIAL

23 RESERVES 23 il i
Capital Share-based Currency
Share  redemption Capital Merger  Revaluation payment translation Statutory Retained
premium reserve reserve reserve reserve reserve reserve reserves profits Total
ety Bk #k il Bl DRBAER 131 e W#
il Ji o G Bl it Wl bR b fi it BA A5t
HK$000 HK$000 HK$000 HKS$'000 HKS$'000 HK$000 HK$000 HKS$'000 HKS$'000 HK$'000
Fibn Tin Fibs Fibn Fibn Tin Fibs Fibn Fibn Tin
At 1 January 2018 REF-NE-A—H 120,281 2882 (197) m 3375 84,328 191,502 185,974 2,121,526 2,709,993
Loss for the period il 2 - - - - - - - - (492,633) (492,633)
Disposal of a financial asset HESREE - - - - (3,305) - - = 3305 =
Change in fair value of a financial asset 4 A7 Z AR E % = = = = (70) = = = = (10)
Currency translation differences Eiz% - - - - - - (17,543) - o (17,545)
Disposal of a subsidary HEREAA - - - - - - 150 - (150) -
Total comprehensive loss Bl gt - - - - (3,375) - (17,395) - (489,478) (510,248)
Share option scheme: TR -
Value of grantee services RE AR B - - - - - 890 - - - 890
Transfer upon lapse of share options ~ F &A% M Bs iR - - - - - (16,373) - o 16,373 S
T vib bkl RRAESOH o o R TR . I -
A0 June 2018 120281 2482 1) m - 68,845 174,107 1859 L6 220063
At 1 January 2017 REE—-tE-H-H 120,281 2,882 (197) m - 79,008 (29,654) 161,474 2,872,368 3,206,484
Loss for the period il 2 - - - - - - - - (209,463) (209,463)
Revaluation of available-for-sale EffulE
financial asset SRAE - - - - 3,744 - - - - 3,744
Profit appropriations BAAE - - - - - - - 56,033 (56,053) -
Currency translation differences EiER - - - - - - 113936 - - 113936
Disposal of subsidiaries b A - - - - - - - (1,195) 1,195 -
Total comprehensive loss AHEREH - - - - 3,744 - 113956 54,858 (264,321) (91,763)
Share option scheme: LU GER
Value of grantee services oo it i - - - - - 4153 - - - 4153
Transfer upon lapse of share options 1 B AR it - - - - - (663) - - 663 -
Tovsciosvibdwtoes  RREERSE oo . - B
At 30 June 2017 RoZ—tEARZTA 120,281 2882 (197) m 3744 82,498 84302 216,332 2,608,710 3,118,874

Daphne International Holdings Limited
Interim Report 2018



NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

24 SHARE-BASED PAYMENT TRANSACTIONS

(a)

(b)

Equity settled share-based payment transactions
Movements in the number of share options outstanding and their
weighted average exercise prices are as follows:

i W 5 e 00 S 5 3 PR

24 DAJBA 2 BE B 2 AF sk 22 5

(a)

VIHE 4 45 5 DA A 7 B B 2 £5F ik 52 )

W) A AT 0 S Y e L T 35 A (o A

2 ST

Six months ended 30 June

BREAA=ZTHIEAEA

2018 2017
= S e

Weighted Number of Weighted Number of

average share options average share options

exercise price outstanding  exercise price outstanding

ImHEF-3 I ARAT 2 -2 AT

7 i 1H S FB M 5 H AT i P S I

At 1 January n—H—H 3.74 62,205,000 6.29 34,155,000
Granted RECi - - 0.70 28,350,000
Lapsed 2R 4.07 (10,935,000) 6.19 (300,000)
At 30 June WAH=1H 3.67 51,270,000 3.74 62,205,000

As at 30 June 2018, out of 51,270,000 (At 31 December
2017: 62,205,000) share options outstanding, 44,020,000
(At 31 December 2017: 43,455,000) share options were
exercisable. There were no share options exercised during the
period (2017: Nil). The total expense recognised for the options
granted was HK$890,000 (2017: HK$4,153,000) for the period
ended 30 June 2018.

Cash settled share-based payment transactions
Movements in the number of share appreciation rights (“SARs”)

outstanding are as follows:

(b)

W E— \AEANH =+ H > 51,270,0000 (it
ZE—-LHF+ZH=1T—H :62,205000%)
W A AT (A I B RE A > 4944,020,0001% (i —
FT—LFE+ = H=1+—H :43,455,0001) M
FEEARE AT AT o WA o ARE 4 I AR AT (
EFE b o HRE_F -NEANA=ZT
Hok ] - 5t 2 2 B A RE i i 5B n0 22 A 4

890,000% 7T (—ZF —-L4F : 4,153,000%5 70) °

VLB 2 45 51 DB o s B B 2 5 ok R 5

W) A AT T e A i (R HE (T ey g (B HE ) 22 B

HEsnr

Six months ended 30 June

BEAA=Z+THIEAEA

2018 2017

ZE2 )\ e S

At 1 January w—H—H 18,190,000 18,330,000
Lapsed BB (130,000) -
At 30 June WAHA=1H 18,060,000 18,330,000

During the interim period, there was no expense recognised
(2017: HK$2,000) in the condensed consolidated income
statement in relation to the SARs. As at 30 June 2018, liabilities
in relation to the SARs amounting to HK$848,000 (At 31
December 2017: HK$856,000) are included in the “other
payables and accrued charges” in the condensed consolidated
balance sheet.

25 CAPITAL COMMITMENTS FOR PURCHASE OF LAND

T S A ] A S A P AR A e R
0 48 1 R AT B M S ERE 2 B (-

A 0 2,0008670) o AFE—/HEANHA=ZTH

A BBy 14 (B 2 B £5848,0009 7T (7 —

F—tHE+ - H=+—H 856,000 ) -

Slf B0 47 A f] W A5 R AR B0 [ b E AT

MR K ME w2 ) e

25 JEE LMGERRE R - W Rz

USE RIGHTS AND PROPERTY, PLANT AND EQUIPMENT B ARG
30 June 31 December
2018 2017
—ZF—)\4 e S
AHA=Z=+H +TZHA=+—H
HK$°000 HKS$’000
T#T T
Contracted but not provided for RO P 1] 1,546 2,621

EERBEBEERAMRAA
o R E 2018
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CONSOLIDATED INTERIM FINANCIAL

STATEMENTS

26 RELATED PARTY TRANSACTIONS AND BALANCES 26 BRWEDT2E 5 B A Bk
During the six months ended 30 June 2018, the Group entered into HEZE - NFEANAHZTHIEAMWAR > ARLEH
the following related party transactions in the normal course of its A H FZEGER AR AT N AR 55 Y
business:
(a) Transactions with related companies (a) HEABAFZRS

Six months ended 30 June

BEAA=ZTHIEATWA

2018 2017

SR )\ e i

HK$’000 HK$°000

T L Fis oo

Sales of goods to a joint venture (Note (i)) &S EE N (HiEd) 4,106 1,642
Royalty fee to a joint venture (Note (ii)) ] A 2 A R R (P 5T (i) - 565

Notes:

(i) Sales of goods to a joint venture were conducted in the
normal course of the Group’s business. The terms of
transactions were determined and agreed between the
Group and the counter party.

(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.

Bk

() A A SEE R R AL H R
B R v AT o 38 5y i T KR AR 4 I B
22 5 75 i 7 B[] AR T E

() MEE R OISR 2 Fr R T
R A 42 [ B 52 5y 7 i B[] T 2 Ak
FEA o

(b) Balances with related companies (b) BB W 22 45 R
30 June 31 December
2018 2017
SR )\ e i
AASEFH FoA=T—H
HK$’000 HK$’000
Tt Fisoc
Trade receivables from a joint venture MEW A B A2 5 IR 4,413 2,742

The balance is unsecured, interest-free and repayable according
to the trade terms.

(¢) Key management personnel remuneration (c)
Remuneration for key management personnel of the Group,
including amounts paid/payable to the directors of the Company
is as follow:

B ML~ R W 7 R R -

FEEHMABZHM
AEMEEERANAZHM (LFCAT
FEACS R 2 30OH) I

Six months ended 30 June

BEAH=ZTHIEATWA

2018 2017

“E)\E F L

HK$°000 HK$’000

T THTT

Salaries, allowance and bonuses Brdr o~ A R AEAL 7,139 8,841
Share-based payment expense DAy F LRl 2 S TR B 32 171 2,650
7,310 11,491

Daphne International Holdings Limited
Interim Report 2018



SUPPLEMENTARY INFORMATION

INTERESTS OF DIRECTORS’ AND CHIEF EXECUTIVE

As at 30 June 2018, 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”) as set out in Appendix 10 to the Listing Rules were as
follows:

Long positions in shares and underling shares of the Company:

i 72 & B

ERELERTBARZ R

= NN A =4 B $EAR R AR RS R I
W& ] (38 5 e 01 1] 491 1) 5535200 2 M5 A7
B2k - AN A K E R L EBATEA
B A w) R HAR Wk T (5 38 B s o MO B e
BISFEXVER) 2 By B A BR B0 v 2 HE 2 S IR AT
sl AR T B B B BT b S AT A\
118 %5 3¢ by < AR VRS R (AR YESF ]I ) g AL
A A I 5 5 T A BR O A (TR 32 B ) 2 H 4
SORFTATE

TS AR 2 R BBEASY B AR R e A 2 4 A

Number of Approximate

Number of  underlying % of total issued

Name of directors Capacity shares held shares  Total interests shares

j e Him HE 25 41l B 7

EHALM S i 4 B H it 4 8 H MmEt RmrABE S

Mr. Chang Chih-Kai Persona} interest - 6,000,000 6,000,000 0.36
SR PLIEE 1 £ (Note 1)
(Wit —)

Mr. Chang Chih-Chiao Persogal interest - 3,000,000 3,000,000 0.18
L SERpes (PN (Note 1)
(KtiE—)

Mr. Chen Tommy Yi-Hsun Interest of controlled corporation 176,508,895 3,000,000 179,508,895 10.88
W16 ) 5 AE _and erso‘nal igterest . (Ng_te 2) (Nq{e 1)
Ay w) Nt S K 2R (it =) (7 —)

Mr. Chen Ying-Chieh Interest of controlled 147,740,920(L) 14,000,000 161,740,920 9.81
[ T corporation and personal (Note 3) (Note 1)
interest i i (Bt =) (Wit —)

R LYNCIPa: £ Y PN &
Notes: Mt
1. These interests represented the interests in underlying shares of the — o R ACH AL A E RE T 0 R A

Company in respect of share options granted to the directors.

2. 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. He also has personal
interest in 1,600,000 shares of the Company.

3. 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.

Save as disclosed above and the “Share option scheme” section,
as at 30 June 2018, none of the directors or chief executive of the
Company, nor any of their associates (including their spouses and
children under 18 years of age), had any interests in, or had been
granted, or exercised, any rights to subscribe for the shares of
the Company, its specified undertakings and its other associated
corporations required to be disclosed pursuant to the SFO.

At no time during the period was the Company, any of its
subsidiaries or its other associated corporations a party to any
arrangement to enable the directors and chief executive of the
Company (including their spouses and children under 18 years
of age) to hold any interests or short positions in shares or
underlying shares in, or debentures of, the Company or its specified
undertakings or other associated corporations.

B 2t -

o BEAR ) S5 A % 4 Top Glory Assets Limited#E 7 2%
7]174,908,895/1% /it 11+ £ i #E 7t ° Top Glory Assets
Limited 7 J* 5% Jif J& 2 7 45 it A 30 2 28 A - Hy B
15 SEAE A —FIRFE o R-IPHEH A5 2% 7] 1,600,000
TR 19 N 2 o

]

s BE 7 6 2 A% A8 Pushkin Holding Limited# 4 7 4¢
7] 147,740,920/ 1R 1} & BT 1 # 7 © Pushkin Holding
Limited /7 i 55 J JE 2 #F 5 7t Mk 37 2 2 7 - 1 B
TR FEH =002 —IRHE -

B b 3T B [ S e 3 | — B 4 A > R
—/VERNA=+H > BE R EETEA B 8
S5 AT AT W BN A (B4 45 SF 2 TE A B - /s L
N2 MR A B B EAT (AT AR AR N ]
LA W 1 S B CH A AR B 35 1 2 JBC 7y 22 A o] M ) T
JEMR PR R I5 S R R U1 o 4

TP PR AT AR Ry (] > AR 22 ]~ AT Ao B T 2 ) s
ftl R 6 05 A A BT SE AT AT e B AR A R
L EBATEN B (B4 5 55 2 WL i &%+ /U Bl
Z ) FRA A o m] ECH A B 4 36 BOH: A B i
B 2 ey ~ AR B B AR o 2 M A BRA o

B e B OME VB AR A Al

o R E 2018
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SUPPLEMENTARY INFORMATION

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders required to be kept under
Section 336 of Part XV of the SFO shows that as at 30 June
2018, the Company had been notified of the following substantial

shareholders’ interests and short positions, being 5% or more of the

Company’s issued share capital. These interests are in addition to

those disclosed above in respect of the directors and chief executive.

Long positions in shares and underling shares of the Company:

i 7U & R

FEP R Z AR

HR 5 8 5 B ) £ {5 1) 5B XV 53361 2 B i 78
782 FERREETMIR > B T — \FNH
=T H > AAFRCEIE T H B RS LR
18 (RIAEA A B BB AT RAS IR LA 1) o IS 22
WAREIELL F e R R FBEITHAR
MERE -

JAAS 2N T By BAR BRIy 2 4 A

Approximate % of

Name of shareholders Capacity Total interests total issued shares
4G BT A

JBE 3R 44 1% -2 HE #5 A4 51 MEESL
Lucky Earn International Limited Beneficial interests 400,719,995 (Note 1) 24.30

35 AR (Wit
Top Glory Assets Limited Beneficial interests 174,908,895 (Note 2) 10.61

A (=)
Ms. Chen Jennifer Yi-Chen Interests of controlled 174,908,895 (Note 2) 10.61
BRAGER &+ corporation (K7t —=)

ZYENE 2 A
Mr. Chen Tommy Yi-Hsun Interests of controlled 179,508,895 (Note 2) 10.88
Bk B S corporation and personal (Kt =)

interest

ZHEN T 2 g AW R RS
Pushkin Holding Limited Beneficial interests 147,740,920 (Note 3) 8.96

B o 4 (K7 =)
Mr. Chen Ying-Che Interests of controlled 147,740,920 (Note 3) 8.96
PR T ek corporation (Bt =)

TN T R
Mr. Chen Ying-Tien Interests of controlled 147,740,920 (Note 3) 8.96
PR 3 i S5 AR corporation (Wit =)

ZYENF 2 R4S
Mr. Chen Ying-Chieh Interests of controlled 161,740,920 (Note 3) 9.81
BRI SR corporation and personal (Kt =)

interest

Z VRN F) 2N A BAR ARE 25

Wellington Management Group LLP  Investment manager 148,805,220 9.02

B R
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SUPPLEMENTARY INFORMATION

Notes:

1. Mr. Chang Chih-Kai, the Chairman of the Board, Chief Executive
Officer and the executive director of the Company and Mr. Chang
Chih-Chiao, an executive director 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, a non-executive director of the Company, and
his two brothers, Mr. Chen Ying-Che and Mr. Chen Ying-Tien, each
has one-third of the beneficial interests in Pushkin Holding Limited.
By virtue of the SFO, they are deemed to be interested in 147,740,920
shares of the Company held by Pushkin Holding Limited.

Save as disclosed above, as at 30 June 2018, 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.

— RNEZEFEFEN, THEERAITEFRE
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174,908,895/ 4 2 ] [ 04 17 4 47 i i =
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SUPPLEMENTARY INFORMATION

The total number of shares available for issue under the New
Scheme is 163,954,238 which is approximately 9.94% of the issued
share capital of the Company as the date of this interim report.

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 period within which the shares must be taken up under an option
shall be determined by the Board of Directors and specified in the
letter to the grantee, which may be varied by the Board of Directors
in accordance with the terms of the New Scheme, provided that it
shall not under any circumstances exceed 10 years from the date
of grant of the relevant option. The Board of Directors may, in its
discretion, determine the time or period when the right to exercise
the relevant option will vest.

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.

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

During the six months ended 30 June 2018, no share options (2017:
28,350,000) were granted and 10,935,000 (2017: 300,000) share
options were lapsed under the share option scheme. No share options
(2017: Nil) were cancelled or exercised.
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SUPPLEMENTARY INFORMATION

Details of movements of share options granted under the share

option scheme for the six months ended 30 June 2018 were as

i 7 &k

W B T = H AT R
B ELBE 2 WA 2 S B A 0 T

follows:
Outstanding Lapsed
Exercise price  at 1 January during the OQutstanding at
Grantees Date of grant per share 2018 period 30 June 2018 Exercisable period
Ko\ Ko\
—~H—H AAZTH
KR gziLpm BERATHE WAL LIRPS WA AT TrERIA
(yyyy/mm/dd) HK$ (yyyymm/dd)
(%/R/R) #iT (&/1,/H)
(i) Executive directors {17 £ %
Mr. Chang Chih-Kai 2017101125 0.70 6,000,000 - 6,000,000  2017/01/25 - 2027/01/24
SRS (Note 1)(Hfit—)
Mr. Chang Chih-Chiao 2017101725 0.70 3,000,000 - 3,000,000 2017/01/25 - 2027/01/24
REE AL (Note 1) (M7t —)
Mr. Chen Tommy Yi-Hsun 2017/01/25 0.70 3,000,000 - 3,000,000 2017/01/25-2027/01/24
R 1 B 5B AR (Note 1) (Mt it —)
(ii) Non-executive director FH17#F
Mr. Chen Ying-Chich 2010/01/27 6.19 12,000,000 - 12,000,000 2011/01/27 - 2020/01/26
BRSNS A (Note 2) (Mt —)
2014/01/21 4.50 2,000,000 - 2,000,000 2016/01/21 - 2024/01/20
(Note 3) (i #=)
(iii) Consultants &1
In aggregate 201001127 6.19 8,400,000 - 8,400,000 2011/01/27 - 2020/01/26
& (Note 4) (7214
In aggregate 2014/01721 4.50 1,000,000 - 1,000,000 2015/01/21 - 2024/01/20
&5k (Note 5) (Wit 7)
(iv) Employees fE4
In aggregate 2010/01/27 6.19 4,695,000 (735,000) 3,960,000 2011/01/27 - 2020/01/26
ot (Note 6) (it 7+)
In aggregate 2010/07/22 7.61 300,000 - 300,000 2011/04/01 - 2020/07/21
&5k (Note 7) (i #£)
In aggregate 2012/01/11 8.27 700,000 (700,000) - 2013/01/11-2022/01/10
At (Note 8) (H7E/)
In aggregate 2012/03/20 10.132 2,600,000 (2,600,000) - 2013/03/20 - 2022/03/19
&FF (Note 6) (7 7)
In aggregate 2014/01721 4.50 1,820,000 (720,000) 1,100,000 2016/01/21 - 2024/01/20
&F5F (Note 3) (it =)
In aggregate 2014/01/21 4.50 340,000 (80,000) 260,000 2017/01/21 - 2024/01/20
ot (Note 9) (W22 /1)
In aggregate 2017/01/25 0.70 15,000,000 (5,250,000) 9,750,000  2017/01/25 - 2027/01/24
&5k (Note 1) (M i+
In aggregate 2017/01/25 0.70 750,000 (750,000) - 2018/01/25-2027/01/24
At (Note 8) (H71/)
In aggregate 2017101725 0.70 600,000 (100,000) 500,000 2017/01/25 - 2027/01/24
P (Note 10) (Mt 1)
62,205,000 (10,935,000) 51,270,000
EERBEEBEERARLNA
o 0 i 4 2018
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SUPPLEMENTARY INFORMATION

Notes:
1. The share options shall vest one-third each year from the date of grant.

2. 15% of the total of 16,000,000 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.

3. 100% of the share options shall vest after two years from the date of
grant.

4. 15% of the total of 12,000,000 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.

5. 100% of the share options shall vest after one year from the date of
grant.

6.  20% of the share options shall vest on each of the five anniversary
dates of the date of grant.

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 after three years from the date of
grant.

10.  100% of the share options shall vest on 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, a cash payment amount equal to the
product of the number of SARs 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 SARs over the applicable vesting period.
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SUPPLEMENTARY INFORMATION

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 2018, 130,000 SARs (2017:
Nil) were lapsed and no SARs (2017: Nil) were granted, cancelled or
exercised under the SAR Plan.

The details of the SARs granted under the SAR Plan as at 30 June
2018 were as follows:
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Outstanding at  Lapsed during Outstanding at
1 January 2018 the period 30 June 2018
%\ %\
] ~A—H AHETH
Grantees ESIN Ml A AT AR i AAT

(i) Executive directors: i) HiT#EF:
Mr. Chang Chih-Kai RA L 5,475,000 - 5,475,000
Mr. Chang Chih-Chiao REEEE 4,725,000 - 4,725,000
Mr. Chen Tommy Yi-Hsun B 1A B 52 2,000,000 - 2,000,000

(ii) Employees: @) A -

In aggregate il 5,990,000 (130,000) 5,860,000
18,190,000 (130,000) 18,060,000

PURCHASE, SALE OR REDEMPTION OF SHARES
During the six months ended 30 June 2018, 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 of the Company confirmed that they fully
complied with the required standards as set out in the Model Code
during the six months ended 30 June 2018.

CHANGES IN DIRECTORS’ INFORMATION

There were no changes in directors’ information since the date of
the Annual Report 2017 of the Company and up to the date of this
Interim Report which are required to be disclosed pursuant to Rule
13.51(2) and Rule 13.51B(1) of the Listing Rules.
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SUPPLEMENTARY INFORMATION

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company has complied Corporate Governance Code (the “CG
Code”) as contained in Appendix 14 to the Listing Rules throughout
the period under review except for the deviations from code
provisions A.2.1 and A.6.7 which are explained below.

Code provision A.2.1 of the CG Code stipulates that the roles of
Chairman and Chief Executive Officer (“CEO”) should be separated
and should not be performed by the same individual. Mr. Chang
Chih-Kai, who acted as the Chairman and the CEO of the Company
since 17 May 2017. This was in deviation from code provision
A.2.1.

The Board is of the opinion that vesting the roles of both Chairman
and CEO in Mr. Chang Chih-Kai has the benefit of ensuring
consistent leadership within the Group thus enabling more
effective and efficient strategic planning for the Group. The Board
also believes that the balance of power and authority will not be
compromised and is adequately ensured by the existing Board which
comprises experienced and competent individuals with more than
one-third of the Board being independent non-executive directors.

During the period under review, the Company held an annual
general meeting (the “AGM”) on 25 May 2018. Due to unavoidable
business engagements, Mr. Chen Ying-Chieh, the non-executive
director and Mr. Huang Shun-Tsai, the independent non-executive
director of the Company, were unable to attend the AGM. This was
in deviations from code provision A.6.7.

AUDIT COMMITTEE

The Audit Committee, comprising 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, risk management and financial
reporting matters. The Group’s unaudited condensed consolidated
interim financial statements have been reviewed and approved by
the Audit Committee, who is of the opinion that such financial
statements 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, comprising three independent non-
executive directors of the Company, Mr. Kuo Jung-Cheng, Mr.
Huang Shun-Tsai and Mr. Lee Ted Tak Tai, one non-executive
director, Mr. Chen Ying-Chieh and one executive director, Mr.
Chang Chih-Kai, is responsible for reviewing and evaluating the
remuneration policies of the directors and the senior management
and making recommendations to the Board of Directors from time to
time.

NOMINATION COMMITTEE

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