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FINANCIAL AND OPERATIONAL HIGHLIGHTS

The board of directors (the “Board”) of Daphne International Holdings
Limited (the “Company”) is pleased to announce the unaudited
condensed consolidated interim results of the Company and its
subsidiaries (the “Group”) for the six months ended 30 June 2008,

together with the comparative figures for the corresponding period in

MRREERHE

EXREERERARAR(ARREFe((EFg))
TRAE AR w) R E M B A
iﬁH:JrEIu:f\THZ*Z‘?%%%%EH%?\E\EPHH%% :

HER TR FRPAZ BT

Al([A%E]

JBE—ZZTN

2007.
Financial Performance BERER
For the six months ended 30 June
BEXA=tHLAEA
2008 2007
—BEN\F —ETLRF
Turnover (HK$' million) BEBE(ESEBT) 2,348.6 1,750.6
Gross profit (HK$' million) EN(AEET) 1,193.5 846.9
Operating profit (HK$' million) wERN(a8EET) 356.9 2472
Profit attributable to equity holders of the Company ~ ANAREZHE AEGEF (BEHET)
(HK$ million) 258.4 184.4
Basic and diluted earnings per share (HK cents) FRREARRBEERF (B) 15.78 11.26
Interim dividend per share (HK cents) R AL E GBI 2.5 2.5

Key Financial Indicators TEHKER
For the six months ended 30 June
BZAXAA=+tHIAEA

2008 2007
N
Average inventory turnover (days) (Note 1) FFEREER(R) (ML) 182 146
Average debtors turnover (days) (Note 2) Ty pEU R S BEEHA (B ) (FiiFE2) 14 14
Average creditors turnover (days) (Note 3) FHREMARFEES(B)(ME3) 79 75
Capital expenditure (HK$' million) BERFEZ (BEHT) 113.5 96.2
Effective tax rate (%) EEBIE (%) 26.0 22.7
As at 30 As at 31
June 2008 December 2007
R-ZBENFE RIZTTLF
AA=1+A +=ZA=1+—H
Cash and cash equivalents (HK$’ million) ReFRSEEW(BEEET) 235.1 181.7
Bank loans (HK$’ million) RITER(AEBTT) 1,678.8 195.0

Equity attributable to equity holders of the Company — ZANA A58 AJEIG#EE (B EBTT)
(HK$’ million) 293.3 1,373.1
Current ratio (times) (Note 4) BEMRBLLE(F)(FsEd) 1.67 1.71
Gearing ratio (%) (Note 5) BEBRALE (%) (iFE5) 17.5 14.2
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Notes:

EEKEZRARADF

The calculation of average inventory turnover (days) is based on the average of
opening and closing inventory balances divided by 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 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 purchases and
multiplied by the number of days of the relevant period.

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

The calculation of gearing ratio (%) is based on the total bank loans divided by
equity attributable to equity holders of the Company as at the relevant period

end.

Hiit -

FHEEBREH (B) DRBOEARETE 2 P& A
ERAFARBRAZ BEGHE -

FHREWOIRIASE R (B ) To4% 8340 K 33 R FE MR 3R F 20 A B
NERBRADBRN 2 ABGHE -

FHREMIRASEH (B ) To4% B0 K 2R & 9 IR 5T 20 A R
ARBRETRIARBRAN 2 ABGHE -

AERBLE(E) DIREBERDBER 2 REEERER AR

BRERETE -

BEHESHA ABEEEILE (%) HIRIER MR )17
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Turnover Contribution Analysis & ¥ %8 5 & 2 #7

For the six months ended 30 June

HERA=+THBIEXEA

Brand business Brand business
Rl on hE ZE 7%

79% 87%

8%

65% 9
11% 68%

Operating Profit Contribution Analysis & & Z | & ® o 7

For the six months ended 30 June
HENA=Z1+HL~EA ) )
Brand business Brand business
109, LS RIPET
88% 105%

80% 96%
Company-owned Brand — Daphne Licensed Brands
BAME - EXE I hd
Company-owned Brand — Shoebox OEM Business
BAmiE - EiE R EEIEETE
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DISTRIBUTION OF POINTS-OF-SALE BY REGION AS AT 30 JUNE 2008
REZBENFAAZTHERMEZHER D MER

Company-owned Brands Licensed Brands
BAEmME RERE
Region Daphne Shoebox Sportswear Footwear Total
& EXE 218 EBRE 23] “ast
Eastern China ER 936 182 62 5 1,185
Central China e 371 72 24 - 467
Northeastern China ik 341 60 26 - 427
Southern China ¥ 345 57 16 - 418
Northern China E5ld 218 33 25 - 276
Southwestern China iilea) 210 21 8 - 239
Northwestern China [lithls 126 18 - - 144
Taiwan =3 39 - - - 39
Total #5 2,586 443 161 5 3,195

DISTRIBUTION OF POINTS-OF-SALE BY CITY TIER AS AT 30 JUNE 2008
REZBZENFAA=THEENER 2 HEM D MHER

Brand Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6 Total
m — R — =4 70 4% g AT st
Company-owned Brands Daphne* 292 485 318 396 492 564 2,547
BE mha e
Shoebox 59 98 54 85 86 61 443
iR
Licensed Brands Sportswear 31 64 28 14 18 6 161
RIEmE EEPAR AN
Footwear 5 - - - - - 5
Eg
Total 4aEt 387 647 400 495 596 631 3,156
*  Excluding Daphne’s points-of-sale in Taiwan O NBIER A B EREHER
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

In the first half of 2008, the retail market in China continued its stable
growth, mainly driven by rising household income and increasing
demand for consumer goods. In line with these market sentiment,
the Group’s brand business delivered satisfactory performance with
significant growth in overall turnover. During the period under review,
“Daphne” and “Shoebox” recorded particularly outstanding results
and the Group also actively expanded its sales network to enhance
its market share. Driven by the strong market sentiment bred by the
Beijing 2008 Olympics, the Group’s sportswear business achieved
commendable sales. International footwear brands, namely “Arezzo”,
“Sofft” and “Born”, which were officially introduced in the China
market during the period, managed performances roughly in line with

expectation.

Brand Business

With developing brand business as its prime focus, the Company
changed its name to “Daphne International Holdings Limited” on 18
June 2008. The new name reflects the expanded business scope
and direction of development of the Group, clearly defining its current
business endeavours. Riding on the Group’s extensive sales network,
clear market positioning and innovative advertising and promotional
strategies, its brand business has continued to report significant
turnover growth. For the six months ended 30 June 2008, the brand
business accounted for 87% (2007: 79%) of the Group’s total
turnover. During the period under review, in addition to practising strict
cost control, the Group also benefited from the increased economies of
scale brought with the growing brand business, allowing it to mitigate
the pressure from rising labour and store rental as a result of inflation
in Mainland China. Thanks to strong brand exposure, the Group was

able to raise its profitability continuously.

=

EEENWE D
£ E)

TEENFL¥FH PRETEMSERFBTER A
RBAFEEN  HHEBRHFRDTE@H LA £5F
MRS EBRIRIEE  SHEELEHEGEEE LT -
BIEEEAN - [iE2xE ] R EE] EHRBELERE - &
E I FE GRS E RS LI NTISEE R - BEIRER
¥R R2008 F RIEEGHNRERATE NERR
15 - ERHASBERNI S| E A TS A B EE R
[Arezzo] ~ [Sofft] & [Born] ¥R EARIER LTS - &
WABFETEN -

AR hER ST

EEREGEFERDEEL  ARRRZTENEFRA
TNBEXRRR A [EXEEEERBRAE]
FARBARIBRENERGELERELE TR B5
Mg eR A RIS 2 575 - REBEZHEERLS - BWm
GEMRKAIFESSE  REEBHNEEREERRSEA
BiRE BHE2-ZTT)/\FXA=-1+AHLAMEA  REHE
BAEEENEEETII% (“BELF : 79%) - OEEH
W EERERIE SRR - RS RN R AR AR &
[ ZE R AR 2 AR AR ES - IR AR B K BE S AR 45 4E S
BAERAERMAEN - RRESH)@AEKIE - £
RIS ERAEBFEES
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Company-owned Brands

“Daphne”

During the period under review, the Group further raised “Daphne”
brand’s awareness in Mainland China and Taiwan and added 212
points-of-sale during the first half of 2008. As at 30 June 2008,
“Daphne” had 1,695 stores, 541 counters and 350 franchised outlets.
The brand, which recorded a same store sales growth rate of 16%
during the period under review, was the major growth driver of the
Group. It recorded a turnover growth of 39% compared with the same
period last year. Turnover, gross profit margin and operating profit

margin all grew satisfactorily during the period.

The number of point-of-sale for “Daphne” is summarised as follows:

BEmE

[ZEZIE ]

EIEEEAA - EEE— PN [EXE ] ERBEREREE
BEEE - WIGR212EHER - RZZZTN\F A=
H - [ZExE] H£51,6950H 54 541 & F & &350 @
MBZEL - (EHA - ZRESEREHSERES
16% @ BAEEMESEES ) - EEBRETRHE
M39% - BN EHEE - BFIE R L BT EE RESNEG
MEIR o

[ | SHER B @M T

As at
I
30 June 31 December
2008 2007
—EENE ZEREALF Change
ANA=+HA +=-A=+—H A
Directly-managed stores HEEE R
-D18 - D18 349 347 +2
- D28 - D28 1,219 1,126 +93
-D18 & D28 - D18 X2 D28 127 104 +23
1,695 1,577 +118
Directly-managed counters ERGEEE
-D18 -D18 107 100 +7
- D28 - D28 390 379 +11
- D18 & D28 - D18 )2 D28 44 39 +5
541 518 +23
Franchised outlets AT EE 350 279 +71
Total &&t 2,586 2,374 +212
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In Taiwan, “Daphne” still reported a loss. However, as a result of the
Group’s efforts to control store rental cost and improve supply chain
management and efficiency, operating loss of the business for the first
half of 2008 narrowed substantially against the same period last year.
The Group will continue to reinforce the image of “Daphne” in Taiwan

and aim for breakeven in the near future.

During the period under review, the Group continued to appoint the
popular girl pop group “S.H.E” and Ms. Rene Liu as the spokespersons
for “Daphne-D18” and “Daphne-D28” respectively. Through creative
promotional activities including sponsoring concerts, TV programmes,
earthquake relief events, etc., the Group captured the attention of the

mass public to the brand in Mainland China.

“Shoebox”

As another core development focus of the Group, 97 “Shoebox” stores
were added during the review period, bringing the total number of
stores to 443 as at 30 June 2008. With the “one-stop-shop” brand
image suiting to the needs for quality footwear, the brand continues to
be well-received by Mainland consumers. The turnover of “Shoebox”
for the period under review more than doubled that of the last
corresponding period. Benefiting from economies of scale, “Shoebox”
brand business performed well above expectation and recorded a

remarkable increase in operating profit.

Licensed Brands

Sportswear Brands

Spurred by the Beijing 2008 Olympic Games, demand for consumer
sports products has been growing in Mainland China. During the
period, the sportswear brand products distributed by the Group
including “adidas” and “Nike”, which generated stable income for the
Group. For the six months ended 30 June 2008, the Group had 152
“adidas” points-of-sale and 9 “Nike” points-of-sale in operation. Unlike
Company-owned brands, the profit margin generated by licensed
sportswear brands is relatively lower, however, the lower initial working
capital together with the brand popularity guaranteed stable income

stream and profit to the Group.
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International Footwear Brands

In April this year, the Group secured exclusive distribution rights
for two international footwear brands in Mainland China. During the
period under review, the Group launched the famous global brands
“Arezzo” and “Sofft” (including its subsidiary brand “Born”) in China,
launching 2 and 3 points-of-sale respectively. The Group will continue
to enhance the brand awareness of “Arezzo” in Mainland China and
promote the Brazilian stylish ladies’ footwear to female consumers with
high consumption power. During the period, consumers in Mainland
China responded very well to the mid-to-high-end international trendy
footwear brands “Sofft” and “Born”, which offer a wider variety of

choices for comfortable and stylish footwear to female consumers.

OEM Business

Under the backdrop of the slowing down of the US economy and
consumption market, rising raw material and production costs and the
sluggish export markets, our OEM business saw a drop in both order
volume and turnover compared with the same period last year. Though
the business reported a loss during the period under review, its share
in the Group’s overall operation has been diminishing and will not

render significant adverse impact on the Group’s overall results.

FINANCIAL REVIEW

Results Performance

For the six months ended 30 June 2008, the Group’s turnover grew
by 34% to HK$2,348.6 million (2007: HK$1,750.6 million) and profit
attributable to equity holders surged by 40% to HK$258.4 million
(2007: HK$184.4 million). Earnings per share was HK15.78 cents
(2007: HK11.26 cents).
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BENA=THIERBEAZ Z2EBRBLLENT

Analysis of major business performance for the six months ended 30

June is as follows:

Company-owned brands Licensed brands

BAEmE RE b
Daphne Shoebox Sportswear OEM
EXE EiE EDRE RERBRE
2008 2007 2008 2007 2008 2007 2008 2007

“EENFE ZTTHF ZEEN\E —TT+F ZBEN\F —TTLF ZFENE —TTF
HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million

HERT BEErT HEBT BESL HEBR §EET BHEART @EAR
Turnover B 1,586.3  1,140.3 261.0 116.5 188.8 131.3 312.2 3625
Gross profit A 945.0 655.0 152.4 62.6 86.0 64.9 9.8 64.3
Operating profit/(loss) X4 &%/ (EiE) 350.7 198.4 29.4 39 6.1 13.9 (18.3) 28.3

Liquidity and Financial Resources

As at 30 June 2008, the Group had cash and cash equivalents
denominated in Renminbi, US dollar, New Taiwan dollar, Hong Kong
dollar and Euro of HK$235.1 million (31 December 2007: HK$181.7
million). The unutilised banking facilities amounted to HK$170.8
million (31 December 2007: HK$257.2 million). The Group'’s current
ratio reduced from 1.71 as at 31 December 2007 to 1.67 as at 30 June
2008. The Group expects that future operations and development will

be financed by cash generated from operations and bank loans.

The Group’s gearing ratio, calculated on the basis of bank loans
denominated in Hong Kong dollar, Renminbi, US dollar and New
Taiwan dollar of HK$293.3 million (31 December 2007: HK$195.0
million) over shareholders’ equity of HK$1,678.8 million (31 December
2007: HK$1,373.1 million), increased from 14.2% as at 31 December
2007 to 17.5% as at 30 June 2008. All bank loans were at floating

rates during the period under review.

Foreign Exchange Risk Management

The Group’s monetary assets, liabilities and transactions are mainly
denominated in Hong Kong dollar, Renminbi, the US dollar, Euro and
New Taiwan dollar. Foreign exchange risks arising from fluctuation of
exchange rates of foreign currencies are managed by the Group using

foreign exchange forward contracts when necessary.
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Pledge of Assets

As at 30 June 2008, the Group’s short-term bank loans of HK$73.1
million (31 December 2007: HK$68.8 million) were secured by certain
land use rights and leasehold buildings of net book value of HK$31.5
million (31 December 2007: HK$23.7 million) and a listed available-
for-sale financial asset with nil (31 December 2007: nil) carrying value.

Significant Capital Investments

During the period, the Group incurred a capital expenditure of
HK$113.5 million (2007: HK$96.2 million) mainly for retail network
expansion, purchase of land use rights and construction of office
buildings, logistics centres and processing plants.

Contingent Liabilities

As at 30 June 2008, the Group had no significant contingent liabilities.

Human Resources

As at 30 June 2008, the Group had approximately 24,000 employees
(31 December 2007: 24,000) in Hong Kong, Taiwan and China.
Employee expenditure for the period under review was HK$273.4
million (2007: HK$213.3 million including share-based payment
expense of HK$7.9 million). The Group values its human resources
and recognises the importance of retaining high calibre employees.
Remuneration packages are generally structured with reference to
market terms and individual qualifications. In addition, share options
and discretionary bonuses are granted to eligible employees based on
their performance and that of the Group. The Group also contributes
to employee provident fund schemes and provides medical insurance,
purchase discounts and training programmes to staff.

OUTLOOK

To increase its share of the prospering China footwear market and
maximise profit, the Group will continue to expand its sales network
to reap greater economies of sale. In 2008, the Group will focus on
developing its own brands, adding between 380 to 400 “Daphne”
points-of-sale and 200 to 230 “Shoebox” points-of-sale. The Group
will also add 50 to 60 points-of-sale for its licensed sportswear brands.
Furthermore, the Group targets to establish 20 to 25 points-of-sale at
prime locations with reasonable rental in first tier cities for the high-
end ladies’ footwear brands “Arezzo”, “Sofft” and “Born”. The Group
sees through the huge market potential in its brand business and
has confidence that it will be able to generate impressive returns for
shareholders in the coming years.
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CONDENSED CONSOLIDATED PROFIT AND

LOSS ACCOUNT
FOR THE SIX MONTHS ENDED 30 JUNE 2008

“EENFRA=THIERER

Unaudited
RICEZX

Six months ended 30 June
BZEANA=THLAEA

2008 2007
—EBN\E —ETF
Note HK$’000 HK$'000
KiaE FHBxT FHET
Turnover L 2 2,348,637 1,750,640
Cost of sales SHERA (1,155,127) (903,753)
Gross profit E7 1,193,510 846,887
Other income LN 9,537 14,921
Other (losses)/gains — net EAth (E518),/ I ss — F5 (1,052) 11,765
Selling and distribution expenses SHE R DAY (704,737) (516,056)
General and administrative expenses —M AT (140,385) (110,307)
Operating profit £ B | 3 356,873 247,210
Finance costs B 5 R AN (5,931) (5,514)
Share of profit of an associated company MG —FEE = N E & F 137 77
Profit before taxation BrE% A &R 351,079 241,773
Taxation TIE 4 (91,344) (54,764)
Profit for the period BN EF 259,735 187,009
Attributable to: LA &7 FEAG -
Equity holders of the Company RATIERFFEA 258,429 184,395
Minority interests DER R 1,306 2,614
259,735 187,009
Interim dividend H ERf 5 40,947 40,947
Basic and diluted earnings per share (HK cents) A& EAN 258 2 51| (GEAL) 6 15.78 11.26
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CONDENSED CONSOLIDATED BALANCE ARG EERER
SHEET
AS AT 30 JUNE 2008 RZZZE)N\FARA=FH
Unaudited Audited
RCEZ EZ
30 June 31 December
2008 2007

—BENF  —TTLE
NAZ+E +-A=1-1H

Note HK$'000 HK$'000
ok FHBxT FET

Non-current assets kRBEE
Intangible assets BREE 7 41,172 25,685
Land use rights T fh A 8 44,729 40,891
Fixed assets BETEE 8 578,360 500,365
Interest in an associated company R—EEE AR 2 Em 2,691 2,567
Available-for-sale financial assets AIHEZS/MEE 33,624 33,624
Long-term rental deposits and prepayments REHSES RENRE 123,180 86,833
Deferred tax assets FRERRTEE B 46,444 37,472
870,200 727,437

Current assets REBEE
Inventories TE 1,312,501 992,051
Trade receivables Z 5 AR 9 209,234 155,062
Other receivables, deposits and prepayments HAb AR « 1E& RIEN A 378,486 303,209
Derivative financial instruments TEEmMmIT A 10 376 2,450
Cash and cash equivalents HekReEEY 235,112 181,692
2,135,709 1,634,464
Current liabilities REBAE

Trade payables B S REMNERR 11 605,900 461,099
Other payables and accrued charges E b AR ER T & A 184,053 170,336
Taxation payable FEEFIIA 193,648 127,191
Bank loans RITER 12 293,262 194,978
1,276,863 953,604
Net current assets RBEEFRE 858,846 680,860
Total assets less current liabilities HWEERRBEE 1,729,046 1,408,297
Share capital f& 7R 13 163,789 163,789
Reserves T 1,515,059 1,209,295
Equity attributable to equity holder of the Company Z<A T A ABERER 1,678,848 1,373,084
Minority interests VYRR RS 32,918 34,098
Total equity HRERS 1,711,766 1,407,182

Non-current liabilities FRBEE
Deferred tax liabilities REBIEEE 1,363 1,115
Licence fees payable JETHSREE 15,917 -
17,280 1,115

1,729,046 1,408,297
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CONDENSED CONSOLIDATED STATEMENT OF fHBA%iREEREEH X
CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2008 HE-ZTZT)\FA=THLA~EAR
Unaudited
#EEH
Minority Total
Attributable to equity holders of the Company interests ~~equity
KAREFEARL VERREE  HEE

Capital ~ Fair value Share-based
redemption adjustment  payment

Share  resene  reseve  resene Translation Merger — Other  Refained
Shae  pemum KA AFE  WRAE  resene resee  resenes  profis

aptd KB BE BE EMZEE BE comil S Hf RE T
B2 BE  RE RBE BF BE BE  BE B BN &R
HKS000  HKS000  HKSO00  HKSO00  HKS000  HKSO00  HKS000  HKSOO0  HKSO00  HKSO00  HKSOO0  HKSO00  HK$000
TEr A Th Th T TR TEm TEr A Tht TE T TEn

At 1 January 2008 NoEE\E-R-A 163789 24505 2882 (4000 11792 92,149  (36,782) 322 18,102 1100325 1373084 34,098 1407182
Currency translation differences EAZE - - - - - BW - - - - 88282 1403 89685
Transfer g1 - - - - - - - - 19628 (19628) s = =
Share ofan associted company's eserie. A —TBLATEE - - - - - - - - 5 () - - -
Proftfor th period St = - - - - - - - - 258429 258429 1306 259,735
Dividends e = = = = = = = = - (40947) (40947)  (3.889) (44,836)
At 30 June 2008 RZZE)\ERA=TH 163,789 24505 2,882 (40000 11,792 180431  (36,782) 322 37735 1298174 1678848 32918 1711766
At 1 January 2007 N-FRHE-A-A 163,780 24505 288 (4000 - lag (36782 32 1b%0 7998 %1308 31904 1013212
Currency ranslation differences EXzE - - - - - 648 - - - - b8 613 27061
Transfer iiﬁé - - - - - - - - W W) - - -
Share of an associated company’s resenve N - - - - - - - - 5 () - - -
Share-based payment expenses %HMF;%@ZMEH - - - -8 - - - - -8 - I
Captal injecton by minorty shareholders — HEREEE - - - - - - - - - - S V| I Vi |
Proftfor the period Enat - - - - - - - - - 133 1843% 2614187009
Dividends i) - - - - - - - - - (B739) @) (4 W20
At 30 June 2007 RERHERAZTR 163,789 24500 2882 (4000 7883 41102 (36782 32 18014 936580 L11642% 3289 11871%
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CONDENSED CONSOLIDATED CASH FLOW PGS RERER
STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2008 BE_TZ N\FNA=1+HINEA
Unaudited
RICEZX

Six months ended 30 June
BZEANA=THLAEA

2008 2007
—EBN\E —ETF
HK$’000 HK$'000
FET FAT
Net cash generated from operating activities WETRE SIS F 5 107,661 145,034
Net cash used in investing activities LEEDFTARE T (110,685) (93,994)
Net cash generated from/(used in) mEEE S (FTR)
financing activities R FE 42,450 (41,746)
(Decrease)/increase in RERRSEEY
cash and cash equivalents Crid),/H#m 39,426 9,294
Cash and cash equivalents at 1 January —A—BZ2REeRREEEY 181,692 148,699
Effect of foreign exchange rate changes PERF BT & 13,994 13,601
Cash and cash equivalents at 30 June RANA=Z+HHZRERIBESEEY 235,112 171,594
Analysis of balances of cash and cash equivalents: IR & KRIE &S EBWEEEDIT
Cash at banks and in hand IRITRFEES 229,964 161,766
Deposits with banks within three months of =& A AEIHR 2 SRITF
maturity 5,148 9,828
235,112 171,594
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NOTES TO THE CONDENSED CONSOLIDATED
INTERIM ACCOUNTS

1. BASIS OF PREPARATION AND
ACCOUNTING POLICIES

These unaudited condensed consolidated interim accounts
have been prepared in accordance with Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public Accountants.

These condensed consolidated interim accounts should be read
in conjunction with the 2007 annual accounts. The accounting
policies and methods of computation used in the preparation of
these condensed consolidated interim accounts are consistent
with those used in the annual accounts for the year ended 31
December 2007 except that certain comparative figures have
been reclassified to conform with changes in presentation in the

current period.

In 2008, the Group has adopted the following new/revised
Hong Kong Financial Reporting Standards (“HKFRSs”), which
also included HKASs and Interpretations, that are effective for

accounting periods commencing on or after 1 January 2008:

HK(IFRIC) — Int 11 HKFRS 2 — Group and
Treasury Share Transactions

HK(IFRIC) — Int 12 Service Concession
Arrangements

HK(IFRIC) — Int 14~ HKAS 19 — The Limiton a
Defined Benefit Asset,
Minimum Funding
Requirements and

their Interaction

The adoption of these new/revised HKFRSs had no material
effect on the preparation and presentation of the results and
financial position of the Group for the current or prior accounting

periods.
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BASIS OF PREPARATION AND

ACCOUNTING POLICIES (Continued)

The Group has not early adopted the following new/revised

standards and interpretations that have been issued but are not

yet effective in these condensed consolidated interim accounts:

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32 and
HKAS 1 (Amendments)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 8

HK(IFRIC) - Int 13

Presentation of
Financial Statements

Borrowing Costs
Consolidated and Separate
Financial Statements
Puttable Financial Instruments
and Obligations
Arising on Liquidation
Share-based Payment
Vesting Conditions and

Cancellations

Business Combination

Operating Segments

Customer Loyalty Programmes

REARR B ER A N E R
SRR kg

Effective for
accounting periods
beginning on or after
RUT &5/

H 2% BERREN

1 January 2009
—ZTNF-A-H

1 January 2009
“BENF-A-R

1 July 2009
“FRNELA-A

1 January 2009

~FENE-A-A

1 January 2009
“ZTNF-FA—H

1 July 2009

~FIAFLA-R

1 January 2009
“ETNE-FA—H

1 July 2008

1. REEERSIBER ()
ANE@I R I FE G
B R 2 15T 11

EBGHENF 1R BHBRE 2R
(&fET)

EBSENFE 3% EERA
(4g153])

EBGIERE 7% FARBIUMBRR
(&fET)

EBGHENERHR RESETA
ERSHENE R LERELCER
(CCHES!

EBIMEREERE 2R LARKD BT 2 2B
(fE5T7K) SBIET LRI

EBMEREERNEIR E£BA5
(&4E3T)

EBHMEREERESR TENE

E5 (EBRHHRERE RPRHETE
RE®)-REFI13%

The directors of the Company anticipate that the application

of the above new/revised standards and interpretations may

result in new or amended presentation and disclosures on the

accounts but will have no significant impact on the Group’s

results and financial position.
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TURNOVER AND SEGMENT
INFORMATION

The Group is principally engaged in the manufacturing and

distribution of footwear and apparel products.

Business segments

The Group is organised into two business segments, brand
business and original-equipment manufacturing (“OEM”)
business. An analysis of the Group’s turnover and operating
results for the six months ended 30 June 2008 by business

segment is as follows:

EXRERTBER

AEE FBXBRBGER D HEB R ARMER °

£ Sag-

REE 2 EZH 0 RMERRR - iR R R B
E(IFRREBRENDES -BEZ_TT/\FARA=T
BEAER - REBIZEB D & D 2 EERRKL
EEESITT

Six months ended 30 June
HEAB=THL~EA
2008 2007
—EENE ZETtE
Brand OEM Brand OEM
business business Group business business Group
Rkt R
mEER BEEK - miEE% BUERT F5HE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEn Ti#n Fhr TAL FHr T
Turnover BEE 2,036,423 312,214 2,348,637 1,388,132 362,508 1,750,640
Segment results PEEE 384,646 (18,346) 366,300 216,234 28,334 244 568
Income derived from an unlisted AREELETZ
available-for-sale financial asset tREE NE 1,500 1,500
Fair value (loss)/gain on derivative ITEeBIACATER
financial instruments (Bi8) Mt (2,074) 1819
Unallocated revenues RABRYA 1,394 155
Unallocated expenses RORAX (10,247) (832)
Operating profit LR 356,873 247,210
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2. TURNOVER AND SEGMENT 2. BEBERDIER ()
INFORMATION (Continued)
Geographical segments ih 15 2 I5
In presenting information on the basis of geographical IR D IR /BRI - DEEERE AR P
segments, segment turnover is based on the geographical AEESE  HE_ZE ) N\FANA=1THINE
location of customers. An analysis of the Group’s turnover for the A AREELH IS SIS 2 EEEOTAT ¢
six months ended 30 June 2008 by geographical segment is as
follows:
Six months ended 30 June
BEXA=tHLAKEA
2008 2007
—EENF ZETF
HK$’000 HK$'000
FHET FAT
China s 2,014,807 1,374,718
The US E=1 289,046 331,315
Others HAh 44,784 44,607
2,348,637 1,750,640
3. OPERATING PROFIT 3. REEF
Operating profit is stated after charging the following: KR ZFE R T & I8
Six months ended 30 June
BEAA=1THLREA
2008 2007
—EENF —ETF
HK$’000 HK$'000
FET FAT
Amortisation of land use rights o T b PR 289 807
Amortisation of licence rights HEERIERE 430 .
Cost of inventories sold BEEFERA 911,372 761,741
Depreciation of fixed assets BEEEENE 57,548 45,265
Employee benefits expense EERMALZRESMES (BIEURKRN
and directors’ emoluments including BERZFIERY)
share-based payment expense 273,424 213,287
Loss on disposal of fixed assets HEBTEEE Y EIB 5,669 3,064
Provision for slow moving inventories T B 6,190 7,144
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4. TAXATION

The amount of taxation charged/(credited) to the condensed

consolidated profit and loss account represents:

4. HIE

B RmEEERTR Gt ZHARSE

Six months ended 30 June

BEASA=THIEAER

2008 2007

—EENF —ERF

HK$’000 HK$'000

FET FAT

Current taxation — taxation outside Hong Kong IR{THiI8 — & AR 2 Fi18 100,068 52,772
Deferred taxation IRIERL TR (8,724) 1,992
91,344 54,764

No provision for Hong Kong profits tax has been made in the
accounts as the Group does not have any assessable profit
arising in Hong Kong. Taxation on profits arising outside Hong
Kong has been calculated on the estimated assessable profit
for the six months ended 30 June 2008 at the rates of taxation

prevailing in the countries/places in which the Group operates.

Certain subsidiaries of the Company operating in China are
eligible for certain tax exemptions and concessions including tax
holidays and reduced corporate income tax rates. Accordingly,
the China corporate income tax for such subsidiaries has been
provided after taking account of these tax exemptions and

CONCessions.

5. INTERIM DIVIDEND

During the six months ended 30 June 2008, the Company paid a
final dividend of HK2.5 cents (2007: HK2.5 cents) per ordinary
share, totalling HK$40,947,000 (2007: HK$40,947,000), for
the year ended 31 December 2007.

On 27 August 2008, the Board proposed an interim dividend of
HK2.5 cents (2007: HK2.5 cents) per ordinary share, totalling
HK$40,947,000 (2007: HK$40,947,000), for the year ending
31 December 2008. The proposed dividend is not reflected as a
dividend payable in these interim accounts but will be reflected
as an appropriation of retained profits for the year ending 31
December 2008.
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EARNINGS PER SHARE 6.

The calculation of earnings per share is based on the
Group’s profit attributable to equity holders of the Company
of HK$258,429,000 (2007: HK$184,395,000) and
1,637,892,384 (2007: 1,637,892,384) ordinary shares in issue
throughout the six months ended 30 June 2008.

Diluted earnings per share for the six months ended 30 June
2008 and 30 June 2007 are the same as basic earnings per
share since the exercise price of the Company’s outstanding
share options was higher than the average market price of the

Company'’s share during the periods.

BRAER

BRAEFDIRBAABERFE ABLEEZET
258,429,000 Jt ( = = Z + 4F : 184,395,000 7%

L) UREBEZZTENFAA=THILEAEA
ZBEITEB1,637,892384 K ( T T L F ¢
1,637,892,384 f% ) 51 -

HREE_ETN\FAA=TER-_ZEZLFRA
=T HIEANER - RABEARITERBEEZITERE
SRARRBRM 2 FIETE - Fitz A SR
SHENESREARMER

INTANGIBLE ASSETS 7. BREE
Licence
Goodwill rights Total
(EES R &5t
HK$'000 HK$'000 HK$'000
FHET FAT FAT
Net book value at 1 January 2008 RZZEZENF—HA—H
2 BREVFE 25,685 - 25,685
Additions NE - 15,917 15,917
Amortisation charge BiHE R - (430) (430)
Net book value at 30 June 2008 R )N\FRA=TH
ZHREEE 25,685 15,487 41,172
Net book value at 1 January 2007 and RZZEZTLF—A—HK
30 June 2007 —ETLFRA=tTHZ
EREVFE 25,483 - 25,483
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8. CAPITAL EXPENDITURE 8. BEAXRREX
Land use rights Fixed assets
T b {E PR RE EEEE
HK$'000 HK$'000
FAET FAT
Net book value at 1 January 2008 RZZFZN\F—H—H
ZREFE 40,891 500,365
Exchange adjustment [E X AR 3,113 30,050
Additions = 1,014 112,445
Amortisation/depreciation charge B WEBR (289) (57,548)
Disposals L& - (6,952)
Net book value at 30 June 2008 R-ZZN\FRXA=THZEMFE 44,729 578,360
Net book value at 1 January 2007 R-ZEE+F—A—HZEEFE 29,289 378,576
Exchange adjustment P H FE 1,270 12,069
Additions NE 9,827 81,774
Amortisation/depreciation charge By EBRA (807) (45,265)
Disposals HeE - (3,891)
Net book value at 30 June 2007 R-EE+FNA=THZERFE 39,579 423,263
9. TRADE RECEIVABLES 9. BESEWERM
The ageing analysis of trade receivables by invoice date is as REZHBRT B P RBERFERR AT ¢
follows:
30 June 31 December
2008 2007
—EBEN\F TETLF
AA=+H +=ZA=+—H
HK$’000 HK$'000
FET FAT
0 -30days 0 %30H 156,051 107,125
31 -60days 31 £60H 33,665 30,339
61 —90days 61 £90H 9,278 8,787
91 -120 days 91 £120H 5,528 4,250
121 - 180 days 1212180 H 2,687 2,936
181 — 360 days 181 2360 H 1,971 1,419
Over 360 days 360 HIA 54 206
209,234 155,062

The Group generally allows an average credit period of 30 to 60

AEE KRG TEEETPFIH30E60REEH I
IERRBRPZFIIEREERIHAEEES

days to its trade customers other than major and long standing
customers with whom specific extended terms will be agreed

between the Group and the relevant counter parties.
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10.

11.

12.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments represent foreign exchange forward
contracts which are not qualified for hedge accounting under the

requirements of HKAS 39 are deemed as held for trading.

TRADE PAYABLES

The ageing analysis of trade payables including balances due to

related parties (Note 15(a)) by invoice date is as follows:

10. fT&E£€mMIT A

TESHMTAEREEESTENEIRZRE
TREENENEEARB ZEMINES L - ENT
TERTABRRARIEEERS

11. 5 EBMNIRMN

RESERRT 2 ESRNERRIEEMNEE
FIELERR (MFE 15(a)) BREC D ATAA T -
30 June 31 December

2008 2007
—EEN\F ZETAF
AA=+H +=ZA=+—H
HK$’000 HK$'000
FTHT FHIT
0 —30days 0 Z30H 305,020 367,157
31 - 60 days 31 E60H 168,314 59,580
61 —90 days 61 £90H 107,263 18,095
91 -120 days 91 £120H 9,224 5,827
121 - 180 days 121%180H 4,036 2,376
181 - 360 days 181 %360 H 7,672 4,450
Over 360 days 360 B I 4,371 3,614
605,900 461,099

BANK LOANS 12. BITER

Movement in bank loans is analysed as follows:

RITERZEESHTT
Six months ended 30 June

BEAA=tTHILEAEA

2008 2007

—EENE —ETF

HK$’000 HK$'000

FET FET

Balance at 1 January R—A—HBZ4%& 194,978 183,194
Exchange adjustment ENR AR 5,067 297
Repayment of bank loans ERRITER (61,291) (51,095)
New loans raised MEEER 154,508 56,537
Balance at 30 June RANA=+BH24&% 293,262 188,933

As at 30 June 2008, the Group’s short-term bank loans of
HK$73,058,000 (31 December 2007: HK$68,810,000) were
secured by certain land use rights and leasehold buildings
of net book value of HK$31,457,000 (31 December 2007:
HK$23,682,000) and a listed available-for-sale financial asset of
nil (31 December 2007: nil) carrying value.
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13. SHARE CAPITAL 13. g4
30 June 31 December
2008 2007
—EBEN\F —ETERF
AA=+H +t=ZA=+—H
HK$’000 HK$'000
FET FAT
Authorised: SETERRA
10,000,000,000 ordinary shares 10,000,000,000 R &M EE
of HK$0.10 each 0.108 T2 L@k 1,000,000 1,000,000
Issued and fully paid: BEIT BRI -
1,637,892,384 ordinary shares 1,637,892,384 I &Y EIE
of HK$0.10 each 0.1078 T2 Eimi 163,789 163,789
During the six months ended 30 June 2008, there was no REBEZZTZTN\FARA=THLEAEARN - XA
movement in the share capital of the Company and no share BRI RS E) - WA EBREFIDL - 17
options were granted, exercised, lapsed or cancelled. 3 - RS -

14. CAPITAL COMMITMENTS FOR PURCHASE 14. BELHEAEREEEEZER

OF LAND USE RIGHTS AND FIXED AAIE
ASSETS

30 June 31 December
2008 2007
—EENE —TTEF
ANA=+H +t-—A=1+—H
HK$’000 HK$'000
FET FET
Authorised but not contracted for EREBRITY 49,535 52,846
Contracted but not provided for SRS 43,490 29,640
93,025 82,486
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15. RELATED PARTY TRANSACTIONS AND

) o
VFH EfER &

BALANCES

During the six months ended 30 June 2008, the Group has

entered into the following related party transactions in the

normal course of its business:

(a)

(b)

Transactions and balances with related companies

15. BEALRZ R &R

=

REZE_ZZN\ERNA=ZTHIEREAR - REE
EREFEBTET IIIBEALRS

(@) BREEARZRSRER

Transactions Balances
X3 o3
Six months ended 30 June 30 June 31 December
BEAA=tHIEAEA 2008 2007
2008 2007 —EENFE TR
—EENE ZETLEF AA=+H +tZA=+—H
HK$’000 HK$'000 HK$’000 HK$'000
FTEx FAT THER FHT
Purchases from A T5IE RS
—an associated company ——fAEE A A 217 531 267 311
— investee companies e 4= UNE] 21,714 22,843 4,102 8,421

Notes: Purchases of shoe materials and footwear products from
the associated company, Dayong Shoe Material Co., Ltd.
Hanjiang Putian City, and investee companies, Sun Home
Leather Corporation Limited, Jingxing Shoe Industrial Co.,
Ltd. Hanjiang Putian City and Daen Shoe Material Company
Limited, 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 parties and all

balances due were repayable according to trade terms.

Key management personnel compensation

Bret - AEEE R REATRTIAKEEERARLA
WHREARHMBRERNERAR - BHTE
TEEHEERATARKBENERARBEE
HEDHIERERZ RSN AEEATE
BBRRHETT - R ERDEAEEEZ ST
WHEREETE -+ 1 ATA R AEER TR IR ZZ 2 165K
e

(b) EEEBASZHH

Six months ended 30 June

BEAA=tTHILEAEAR

2008 2007

—BEN\F —ETLRF

HK$’000 HK$'000

FET FAT

Salaries and bonuses Fe MIEA 9,132 3,919
Defined contribution pension costs ~ E B FGRIKE AL A 112 59
Share-based payment expenses LARRAD AR 2 SRIER X - 4,559
9,244 8,537
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SUPPLEMENTARY INFORMATION

Interim Dividend

The Board has resolved on 27 August 2008 to declare an interim
dividend of HK2.5 cents (2007: HK2.5 cents) per ordinary share for
the year ending 31 December 2008. The interim dividend will be
payable on or before 30 October 2008 to shareholders whose names
appear on the register of members of the Company at 4:00 p.m. on 17
October 2008.

Closure of Register of Members

The register of members of the Company will be closed from 15
October 2008 to 17 October 2008 (both days inclusive) during which
period no transfer of shares will be registered. In order to qualify for
the interim dividend, all transfers, accompanied by the relevant share
certificates, must be lodged with the registrar of the Company in Hong
Kong, Tricor Secretaries Limited at 26th Floor, Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong no later than 4:00 p.m. on
14 October 2008.

Purchase, sale or redemption of the Company’s shares

The Company has not redeemed any of its shares during the six
months ended 30 June 2008. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s shares during
the period.

Directors’ and chief executives’ interests in shares and underlying
shares of the Company

As at 30 June 2008, the interests of each director and chief executive
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 “SFQ")), 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 Companies (the “Model
Code”) were as follows:

HHIRE
EFERETN\FNAZTLABREREBE_ST
NETZA=T—BIFFEPHRSSRE B 2.5
(ZZZTLF : 258() - PHRESR _FTN\EF+H
ZtHSZAIRE TR _SENF+ AT LA TFOE
EBINARBRRAM 2R

EERERGBEERFE
$“ﬂ%$:§§ﬁ¢+ﬁ+ﬁ5§fjjﬂi+ﬂ
TERA(EEMABRETEAR) EHEEERERDBSE
RFE - AHEERZBETRZPEHRE  RRKEA
Ff77ﬂ¢+ﬂ+@ET$@%EM%WﬁLﬁKﬁ’
BERBARE  —HEXIARRZEBROBPER
SEWEREARART - it ABBEFEEAE %%
SRR 261 o

BE  HERWMEEQXTRH
REBEZ-ZZN\EFRA=THIEANEAR  KREALE
O E AL - AARRAREAANE R RREA TR
BB B g SRR R

ESEREFETRABRAD ARG RABEAR G 2 E

RIZZENFRA=ZTH BREAQXAREZES LRAEK
BI([FHREEGRDI]) E 35215 2 IREFE 2 B LM
i BERIBITRABRARRREBEEE (E&
REZRHBEPIFEXVED) 2 Bt RARRER s A 2 1
BRRBE LT RARERETESFRZFORETR ([RE
SADEHERRRREEBARXSMABRRDR ([BR
Firl) Z #Ezgn T

-\ \

Percentage of the
issued share capital
of the Company

Name of director Nature of interest Number of shares held Long/short position HARRTE BT
EEHA o= FrER D EE HE/HKE BAEBSE
Mr Chen Ying-Chieh Corporate 147,738,920 (Note) Long 9.02
PRIEZRSEAE NG (Pf3E) e

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

equity interests.
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In addition to the above, Mr Chen Hsien Min, the Managing Director
of the Company, also holds non-voting deferred shares and nominee
shares of certain subsidiaries solely for the purpose of ensuring that the

relevant subsidiaries have more than one member.

Save as disclosed above and the section “Share option scheme”, as at
30 June 2008, none of the directors or chief executive, nor any of their
associates (including their spouses and children under 18 years of
age), had any interests in or had been granted, or exercised, any rights
to subscribe for shares of the Company and its associated corporations

required to be disclosed pursuant to the SFO.

At no time during the period was the Company or any of its subsidiaries
a party to any arrangement to enable the directors and chief executives
of the Company (including their spouses and children under 18 years
of age) to hold any interests or short positions in shares or underlying

shares in, or debentures of, the Company or its associated corporations.

Substantial shareholders’ interests in shares and underlying shares
of the Company

The register of substantial shareholders required to be kept under
Section 336 of Part XV of the SFO shows that as at 30 June 2008, the
Company had been notified of the following substantial shareholders’
interests, being 5% or more of the Company’s issued share capital.
These interests are in addition to those disclosed under the section
“Directors’ and chief executives’ interests in shares and underlying

shares of the Company”.

BB EIN  ARPEFREERER LA TMER R
ETHEBARAGBB—RRRMIFEABMBARZE
BRRERLE D RAREARD

B EX K [RERHERT &) — BT IEESN R TN\F
NA=ZTH SEFRNTETRABRBREZ EMBHE
AL (BERSE ZEBR ISR T 2 F0) HimEa s E
BT AT RB AR 7 M A REEE R 2 AR M
ARBRE S R EIROIELRE -

REAARERE R - AR B E RN E QRS ES (T
MZHBEARFTEERTBTRAB(BREAMBRIS8
FA T Z FRZORANRRIRERBEEB D - AR %K
BEHFPRFEEAERIOAR

FERRRADFARMD RAABERE Pz S

RIBESRAEGRIIEXVEBEIBKRARAETHFEL
IERRETMHAR  R-EZNFRA=TH AR
AEENGEEATIERRERARRCEITRAL% K
A bz iess o WSS [EEREETHABRAR
AR R AR RERR (0 h 2 st | —ERSNPT IR ER 2 M

Percentage of the
issued share capital

Name Capacity
=18 51
Lucky Earn International Limited Beneficial interests
BB A
Top Glory Assets Limited Beneficial interests
EmBEAA
Ms Chen Yi-Chen Interests of controlled corporation
BRIGELZ+ R RAZ
Mr Chen Yi-Hsun Interests of controlled corporat|on
PRia BN EE NI 3o
Pushkin Holding Limited Beneficial interests
EmBEAA

Mr Chen Ying-Chieh
BRI

Mr Chen Ying-Tien
PR 2 S5 A

Mr Chen Ying-Che
PR e 4

Sansar Capital Management, LLC

Sansar Capital Master Fund, LP

Interests of controlled corporation
YNGR 3

Interests of controlled corporation
Interests of controlled corporation
R /N o ey

Investment manager

REKE

Beneficial interests

BEmBEAA
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Number of Long/short of the Company

shares held position HARRATE BT

s EE HE/ KA BAEBDE

434,019,995 (Note 1) Long 26.50
(f3E1) WA

199,846,895 (Note 2) Long 12.20
(FFE2) e

199,846,895 (Note 2) Long 12.20
(fE2) 5=

199,846,895 (Note 2) Long 12.20
(fF7E2) A

149,738,920 (Note 3) Long 9.02
(fF7E3) e

147,738,920 (Note 3) Long 9.02
(fFEE3) 5=

147,738,920 (Note 3) Long 9.02
(fF7E3) WA

147,738,920 (Note 3) Long 9.02
(fF7E3) [SF=)

213,939,400 (Note 4) Long 13.06
(Pff5E4) 5=

164,812,140 Long 10.06
A
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Notes:

1. Mr Chang Chih-Kai, an Executive Director of the Company, his brother and his
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. Ms Chen Yi-Chen (“Ms Chen”) and Mr Chen Yi-Hsun (“Mr 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 the 199,846,895 shares of the Company held by
Top Glory Assets Limited. Ms Chen and Mr Chen are the children of Mr Chen
Hsien Min, the Managing Director of the Company.

3. Mr Chen Ying-Chieh, the Chairman of the Company, and his two brothers, Mr
Chen Ying-Tien and Mr Chen Ying-Che, each has one-third of the beneficial
interests of Pushkin Holding Limited. By virtue of the SFO, they are deemed
to be interested in the 147,738,920 shares of the Company held by Pushkin
Holding Limited.

4. These interests include the shares held by Sansar Capital Master Fund, LP.

Share option scheme

The Company has adopted a share option scheme (the “Share Option
Scheme”) to provide incentives to the employees, including any
executive or non-executive directors and officers of the Company and
its subsidiaries, to contribute to the Group and to enable the Group to
recruit high-calibre employees and attract or retain human resources
that are valuable to the Group. Pursuant to the Share Option Scheme,
the directors may, at their discretion, invite eligible participants
including employees, executive and non-executive directors, officers,
agents or consultants of the Group to take up options to subscribe for
the Company’s shares subject to the terms and conditions stipulated
therein. The Share Option Scheme will remain in force for a period of
ten years from 29 May 2003.

The total number of shares which may be issued upon exercise of all
options to be granted under the Share Option Scheme must not in
aggregate exceed (i) 10% of the shares of the Company in issue on 17
June 2008, the date of approval from the shareholders of the Company
after the adoption of the Share Option Scheme on 29 May 2003; or
(i) 30% of the issued share capital of the Company from time to time.
No options may be granted under the Share Option Scheme if this will
result in such limit exceeded unless another shareholders’ approval is
obtained. As at 30 June 2008, the total number of shares available for
issue under the Share Option Scheme is 163,789,238, representing
10% of the total number of shares of the Company in issue. The total
number of shares of the Company issued and to be issued upon
exercise of options (whether exercised or outstanding) granted in any
12-month period to each participant must not exceed 1% of the shares

of the Company in issue.
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1. RARAITERREYLLE  BZRABRMEWBKES BIE
HHEEEEBE LIS FEMAS Z Lucky Earn International
Limited 26% - 26% % 24% #E s ©

2. BiaEaL ([Rat ) REREBEE((ReE]) SEESHE
BERBERELEETMAZ Top Glory Assets Limited 50%
s o ARIEF S REFEIED] - B EWR BT Top Glory Assets
Limited T/ 2. 199,846,895 iR A A Al i #Eza - XK
TRREERAAREFLEERER L E 2 FL -

3. RATEERERIAE R 2 B L RRE M A RREE
Se i & 8 Bz A Pushkin Holding Limited =9 2 —HJ#E2% ©
REES LEE G - 5 E48 A7 Pushkin Holding Limited
F¥EA 2 147,738,920 AR BRI (A R A #EeS o

&
au

% 5125 B4 Sansar Capital Master Fund, LP #3765 Zi& 1) -

BRERE

ARmBmiERaERt 8 (TRBREsT 8 ) AR S (B
AR REMB AR Z T ARITIFRATEFTRERAA
B) AASEELER - LEAEE S AR LR AsE
BHAREMEBEEZEBFANER - RIFBARERT
3 EETRBEBBEAER2EE (BEAKEZESR -
WITRIFMITESE - SRABR - RIBSEER) AR
& BREMATAZFER R RBARRRND - BK
BT EEBE TR =F R At AHRFTFRER -

RIS BIPTIR 2 2 BRRB AR AR M 7T i 1 T BEBE AT
2B ARTEBENR_FTN\FATLER
(RZFE=FRA_TNARPBEETER - EAQ
RIIRRHLfE 2 B AR RIE BTN 2 10% i) AR
RN 2 BEBATIRAR 2 30% © NRIR AR E ST S H 2
BRAEKEEH DRRE - AINSROERE S
HNESIRERALERIGRSIN c R-ZBENFRA=1H - R
BEBARERT IR T 31T 2 ) 4881 163,789,238 % » 15
AARBEITRGEE10% - BRBEELEIEMR 1218A
HAR AR 2 BB (Nam BT RS R 1T ) FIATT(E
RELRKTETZIARBRNDEE  TFHEERRR
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The exercise price must be at least 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.

Share options do not confer rights on the holders to dividends or to vote

at shareholders’ meetings.

Details of the share options granted under the Share Option Scheme
and outstanding throughout the six months ended 30 June 2008 were

as follows:

TEETHERTIRSE : (a) RONEL B EEBR
T ASRERARZIWTE  (b) ROEEER L A HA
FEE% B AR AT E®RE %FﬁmZ?i’]H&m{“ )54
C)RMHEE -

BREL TR FHEASEREANREASRE S
7 o

HE_TZNFRA=THIEXER - RIEERETS
ERBERITEZBIREFSHIINT

Number of share options

BREZA
Executive directors HITEF
Mr Chen Ying-Chieh PRI A 1,250,000
Mr Chen Hsien Min RERLA 1,100,000
Mr Chang Chih-Kai REILAE 1,250,000
Other participants A2 mE
Employees =] 3,100,000

All the above options are granted on 23 February 2007 and exercisable
from 23 August 2007 to 22 August 2009 at an exercise price of
HK$8.90.

During the six months ended 30 June 2008, no share options were
granted, exercised, lapsed or cancelled under the Share Option

Scheme.

Corporate governance

The Company has complied with the Code of Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing

Rules”) throughout the period.

Securities transactions by directors

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules. Following specific enquiry by the Company,
all directors confirmed that they had complied with the required
standards as set out in the Model Code during the six months ended
30 June 2008.
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Audit committee

The Audit Committee, comprises the three independent non-
executive directors of the Company, has reviewed with management
the accounting principles and practices adopted by the Group and
discussed auditing, internal control and financial reporting matters.
The Group’s unaudited condensed consolidated interim accounts
have been reviewed and approved by the Audit Committee, who is of
the opinion that such accounts comply with the applicable accounting
standards, the Listing Rules and all legal requirements, and that

adequate disclosures have been made.

Remuneration committee

The Remuneration Committee comprises the three independent non-
executive directors of the Company, is responsible for reviewing and
evaluating the remuneration polices of executive directors and senior
management and making recommendations to the Board from time to

time.

Nomination committee

The Nomination Committee comprises the three independent non-
executive directors of the Company, is responsible for reviewing
the structure, size and composition of the Board on a regular basis
and make recommendations to the Board regarding any proposed

changes.
On behalf of the Board
Chen Ying-Chieh

Chairman

Hong Kong, 27 August 2008
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