2010

Interim Report
o H &

DAPHNE INTERNATIONAL HOLDINGS LIMITED
E X k& B K B KB B KR 21 3

( Stock code:210 )
% EA5E:210

* For identification purpose only {£ 3% 31



CONTENTS

Corporate Information

Financial and Operational Highlights

Management Discussion and Analysis

Condensed Consolidated Profit and Loss Account

Condensed Consolidated Statement of Comprehensive Income

Condensed Consolidated Balance Sheet

Condensed Consolidated Statement of Changes in Equity

Condensed Consolidated Cash Flow Statement

Notes to the Condensed Consolidated Interim Accounts

Supplementary Information

B
RAEH

M REEHE

B E LT

WG aERR

Rz A 2 RER

BHRGEEEREBR

BHRAEEZEHRX

EREAREMER

AR A P IR B M

RIEE R

12

13

14

16

17

18

31

Interim Report 2010
—E-TERHRE



CORPORATE INFORMATION

BOARD OF DIRECTORS
Executive Directors

Mr Chen Ying-Chieh (Chairman)

Mr Chen Hsien Min (Managing Director)
Mr Chang Chih-Kai

Mr Chang Chih-Chiao

Non-Executive Director
Ms Ma Xuezheng

Independent Non-Executive Directors
Mr Hsiao Hsi-Ming

Mr Huang Shun-Tsai

Mr Kuo Jung-Cheng

Alternate Director

Mr Kim Jin-Goon (Alternate Director to Ms Ma Xuezheng)

AUDIT COMMITTEE

Mr Hsiao Hsi-Ming (Chairman)
Mr Huang Shun-Tsai

Mr Kuo Jung-Cheng

Ms Ma Xuezheng

REMUNERATION COMMITTEE
Mr Kuo Jung-Cheng (Chairman)

Mr Chen Hsien Min

Mr Hsiao Hsi-Ming

Mr Huang Shun-Tsai

Ms Ma Xuezheng

NOMINATION COMMITTEE
Mr Huang Shun-Tsai (Chairman)
Mr Chen Ying-Chieh

Mr Hsiao Hsi-Ming

Mr Kuo Jung-Cheng

Ms Ma Xuezheng

COMPANY SECRETARY
Ms Chan Qi Chu

AUTHORISED REPRESENTATIVES
Mr Chen Hsien Min
Ms Chan Qi Chu

Daphne International Holdings Limited
EFRARBBEREREBER QA

DAEEH

Esg

HEEE

BREARE (ER)
BRI (FF A
RO

REBRE

FHITES
BEMERL

BYFHITES
MEAKE
=IBR SE £
BERIREE

BEREES

ERERRLE(FEXELRLT2BEES)

BRERE
BEBELE (EE)
BT % &
AR 4
BEALL

FMEEE
SBERIR S (E/F)
REREE
EEREL
BT 58 &
BEMELL

REZEE
BT S (F /)
PR S 4
EEHEE
AR A&
BEALL

REWE
REHRZ LT

ALK
REREE
BE LT



REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
17th Floor, Fung House

19-20 Connaught Road Central

Central, Hong Kong

Telephone: 852 2367 9021

Fax: (852) 2311 3170

OPERATIONAL HEADQUARTER
3908 Hu Qing Ping Road

Zhao Xiang Town

Qingpu District

Shanghai, China

Telephone: 86 21 3976 2468

Fax: 86 21 5975 2698

SHARE REGISTRAR AND TRANSFER OFFICE
Tricor Secretaries Limited

26th Floor, Tesbury Centre
28 Queen’s Road East
Hong Kong

AUDITOR
PricewaterhouseCoopers
Certified Public Accountants

PRINCIPAL BANKERS

Agricultural Bank of China

China Construction Bank Corporation

Citibank, N.A.

First Commercial Bank

First Sino Bank

Hang Seng Bank Limited

Mega International Commercial Bank Co. Limited
Standard Chartered Bank (Hong Kong) Limited
The Bank of Tokyo-Mitsubishi UFJ, Limited

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

AMREE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

ERTELEXEMH
BB IR
FEEF19-205%
HRAKE17H#

% (852) 2367 9021
{#H :(852) 23113170

EIEAE

FEEE

SHE

A E

JE B FAR39085%
ERE 1 86213976 2468
{5H : 862159752698

RO BFEEREE
PENEBRBERAT
BB

2R RER285
SEEIEP L2618

3 ]
BARKEBEREEAT
ME S

FEFERET
HE R RAT
PEZEZRITROBERAF
TEHESRTT

E-EERIT

#—R1T
EARITBRAA

Ik B B g HE AR T
BITHRIT (BB BRAA
ZZE R RURRTT

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

Interim Report 2010
—T-TETHRE



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 2010,

MBREERE

EREBRRERAERAR (AR DEES ([EF
BDMAEHARRREMBAR ([AEE D EHE
ZE-EEXRA=ZTHIERNEA Z REBEZERLS
APHEE  ER_TTNFRBZLBHT -

together with the comparative figures for the corresponding period in

2009.

FINANCIAL PERFORMANCE

MBRE

For the six months
ended 30 June
BEANA=THLAREA

2010 2009

—E2E—Z2F —TTNF

Turnover (HK$' million) EEBE(AESET) 3,183.1 2,773.9

Gross profit (HK$' million) EN(BEBT) 1,813.4 1,519.7

Operating profit (HK$' million) (Note 1) wERN(EEET) (M) 479.0 408.7
Profit attributable to equity holders of RATEREFEANELET

the Company (HK$’ million) (BE8BT) 190.0 261.4

Basic earnings per share (HK cents) FREARBF GEW) 11.60 15.96

Interim dividend per share (HK cents) TR R B OBL) 6.0 3.0

KEY FINANCIAL INDICATORS FERKER
For the six months
ended 30 June
BEXNA=1tTHLEAREA

2010 2009

—E-TF _—TTAF

Average inventory turnover (days) (Note 2) FHFEEEEH () (fiE2) 120 180

Average debtors turnover (days) (Note 3) FHREWEZCAEE (B) (M E3) 1 11

Average creditors turnover (days) (Note 4) Y EMERFUAER () (FE4) 77 86

Cash conversion cycle (days) (Note 5) BeBIRRE(B) (MIEE5) 54 105

Capital expenditure (HK$' million) EARAZ(E&EBT) 104.4 80.1

Effective tax rate (%) (Note 6) BB E(%) (Mf5E6) 27.2 27.2

As at As at

30 June 31 December

2010 2009

R-BE-F& R-TTHhF

AA=+H +=-R=+—H

Cash and bank balances (HK$' million) (Note 7) Be RRTHE(EEET) (ME7) 2,101.5 1,625.8

Bank loans (HK$' million) WITER(BEEST) 10.6 14.6

Convertible bonds (HK$' million) AmRESE(EEET) 530.6 515.6
Equity attributable to equity holders of ARG EE AELER

the Company (HK$' million) (A8%T) 2,355.0 2,202.9

Current ratio (times) (Note 8) EERELE(E) (M3Es) 2.4 2.7

Net gearing ratio (%) (Note 9) F BB E(%) (FTFE9) Net cashFHE& NetcashFR&

Daphne International Holdings Limited
EFRARBRBEREREBER2A



Notes:

Operating profit represented profit before fair value loss on derivative financial
instrument — warrants, finance costs, share of profit of an associated company
and income tax expense.

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

Effective tax rate is calculated based on income tax expense including PRC
withholding tax divided by profit before income tax excluding fair value loss on
warrants.

Cash and bank balances comprise cash and cash equivalents, bank deposit with
maturity over three months and pledged bank deposit.

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

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

Turnover Contribution Analysis
For the six months ended 30 June
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ERE HiE

UL

1. KRERVNERSBITETA-RREIZIZLAFEES
B BB - eSS AR BN R ATE R AT
B e

2. FHEFEREBH(R) NRBMVEBREFEZ FOHEHE
VASHEE B AR TR UA S B EARE] B #RET 5 -

3. THRUEFEES (A) RSV EEARE 5 EKIRR
FIEBRRIALSEBRAGHHH ARG E -

4. THENERFBEH(H) DRPAOEERE S ENER
FIERRARBRERAGHNRABGE -

5. BReBERAB(A)DRABEBEAZFAFERER
(R) i E P RERFGES S (B) R T RNRIES
H(A)FHHE -

6. EBEBERIVRMEGHM X (R1EH BAREZ BB kR IA
PSR &M (TRERREELFEEBER) HE -

7. BREeERROKFEEFEASRRLEEY  FRAEB=
B8R ZRITFRREEPRITER -

8. EAERBLE(E) DREREBIRERBZADEE
RERARSAEEEE -

9. FEEBELERG)IDEREREBIMERAZBEFHRMD
RITER R AR ES 2 A5 - HR S RIRITHREER)
BAARRR RSB ARE#RE -

EEETROMN
HEANA=THIEXREA

Bw

@ Other Brands OEM Business
H b m kg RERBREER

Interim Report 2010
—T-TETHRE



Analysis of Segment Turnover and Results DPEMELBEREEDN

Manufacturing

Brand Business Business
m R BEER
Daphne Shoebox Others
EXk HiE Hitr

For the six months ended 30 June
BEAB=tHLEAEAR

HKS' million 2010 2009 2010 2009 2010 2009 2010 2009
REET SE-ZF _ITNF ZB-%F "ZTNF ZB-2F "2TNE ZB-BF _ITTNE
Revenue from external customers — #/9/ &F Mz 2,149.5  1,957.8 592.2 432.9 152.6 162.0 288.8 21.1
Inter-segment revenue AHEHE 02 - - - - - 284.6 309.5
Total segment revenue PHMEER 2,149.7 1,957.8 592.2 432.9 152.6 162.0 573.4 5306
Segment gross profit BEE 12929 11627 3513 235.0 67.0 4.4 95.9 76.2
Segment operating profit/(loss) A HEL R/ (HB) 407.3 384.1 103.9 55.4 (33.9) (43.1) 375 2.1

Analysis of “Daphne” and “Shoebox” Points-of-Sale by City Tiers R-ZE—ZFE A=+ HRHETRBNE s 2EE

as at 30 June 2010 RIRIEEIGEERDN
City tier Tier 1 Tier 2 Tier 3 Tier 4 Tier 5 Tier 6 Total
R A -& s =B I ki Y- &it
Daphne * EXE * 371 640 475 627 554 822 3,489
Shoebox EiE 127 196 173 194 172 62 924
Total aat 498 836 648 821 726 884 4,413

* Excluding Daphne outlets in Taiwan * TREREEREHER

Daphne International Holdings Limited 6
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW
In the first half of 2010, as the domestic economy continued its

recovery and consumer confidence remained firm, the retail sentiment
in China grew at a healthy rate. In line with the favorable market
sentiment, the Group’s brand business delivered sustainable growth,
as both “Daphne” and “Shoebox” continued to achieve satisfactory
performance during the period under review.

During the six months ended 30 June 2010, the Group’s own-
brand business has remained the prime growth driver of the Group,
representing 86% (2009: 86%) of the Group’s total turnover. As at
30 June 2010, the Group had a total of 4,670 points-of-sale across
different city tiers in Mainland China, Hong Kong and Taiwan, solid
testimony to its well-established network throughout the Greater China

Region.

The recent acquisition of Full Pearl International Limited (“Full Pearl”),
a group of retailing companies focusing on quality high-end footwear
in first- and second-tier cities in Mainland China, Taiwan and Hong
Kong has perfectly complemented the Group’s strong position in the
mass market and enables it to expand its presence in the flourishing
mid-to-high-end female footwear market segments. The Group has
achieved good progress in the integration of “Full Pearl” into its existing
operational infrastructure. The consolidation efforts, most notably
in supply chain, have enabled “Full Pearl” to demonstrate improved
business results during the period under review.

“Daphne”

China

During the period under review, there was a substantial increase in
the brand’s average selling price resulting from the Group’s branding
positioning and the increasing market demand under stringent supply
of stocks. Due to increased purchasing power of target customers and
their pursuit of better product quality, the Group is gradually enhancing
the brand image and upgrading the brand position in the market
through a better product portfolio, leading to an increase in average
selling price. Moreover, fewer promotional sales were held in outlets
due to the temporary stock-outs during the review period. The labour
shortage in the Southern China region caused delayed goods delivery
by suppliers. Nevertheless, the Group maintained a stable margin for
the brand despite the continuous cost hike and nominal low same store
sales growth. Turnover, gross profit and operating profit of “Daphne”
all continued to report satisfactory performance, underscoring the
Group’s sound strategies and a strong brand demand. The number
of points-of-sale of “Daphne” as at 30 June 2010 is summarised as

follows:
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As at

JiS

30 June 31 December
2010 2009 Change
—E—FF —ETNEF 1t

A~A=+A +=ZRA=+—H
Directly-managed stores BEEEEER 1,962 1,904 +58
Directly-managed counters HELLZEE 730 716 +14
Franchised outlets BT EES 854 743 +111
Total B 3,546 3,363 +183

Taiwan 2y

In Taiwan, with enhanced advertising and promotional activities further

supported by an improving economy, “Daphne” is becoming a better
known and well-received label in the local market. As a result, business
has successfully achieved a turnaround in the first half of 2010. As
at 30 June 2010, the Group operates 57 points-of-sale. Striking a
balance between cost control and marketing efforts, the Group has
been prudent in spending on advertising and promotion, and keep

expenditure in line with turnover growth.

“Shoebox"
Another core brand of the Group, “Shoebox” has performed
considerably well as evidenced by significant growth in both turnover
and operating profit. During the period under review, 111 points-of-
sale were added, bringing the total number of stores to 924 as at 30
June 2010. “Shoebox”,

growth rate during the period under review, was one of the principal

which recorded a double-digit same store sales

growth drivers for the Group. As this brand mainly targets the mass
population, the rising household income driven by recent salary hikes
and robust economic growth in Mainland China further boosted
consumption of the brand. Besides, “Shoebox” has been gaining
acceptance among consumers and the Group believes the brand has
immense potential. As a result, the Group is optimistic about the future
development of the business through deeper market penetration in
Mainland China.

“Full Pearl”

In January 2010, the Group acquired a 59.96% equity interest in “Full
Pearl”, a retailer of quality high-end footwear. As at 30 June 2010,
“Full Pearl” operates 193 stores selling its own brands as well as
licensed brands, including the renowned Canadian brand “ALDO" and
American fashion brand “Jessica Simpson”. The sales network covers
mostly shopping malls and department stores in the booming first- and
second-tier cities of Mainland China, as well as in Taiwan and Hong

Kong.

Daphne International Holdings Limited 8
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The acquisition of “Full Pearl” marks a milestone for the Group and
helps diversifying its brand portfolio into the mid-to-high-end market
and ultimately drives up the Group's profit margins in the long-term.
The Group expects the “Full Pearl” operation to generate greater
synergies once the operation is fully incorporated into Daphne’s supply

|u

chain system. The Group is optimistic that “Full Pearl” will become
another strong growth driver for the Group in the foreseeable future.

FINANCIAL REVIEW

RESULTS PERFORMANCE

For the six months ended 30 June 2010, the Group's turnover
increased by 15% to HK$3,183.1 million (2009: HK$2,773.9 million)
while operating profit (being profit before fair value loss on derivative
financial instrument — warrants, finance costs, share of profit of an
associated company and income tax expense) increased by 17% to
HK$479.0 million (2009: HK$408.7 million). Including the HK$136.4
million (2009: HK$28.5 million) fair value loss of warrants, the Group
reported a profit attributable to equity holders of HK$190.0 million
(2009: HK$261.4 million). Basic earnings per share was HK11.60 cents
(2009: HK15.96 cents).

During the period under review, total revenue from external customers
of the brand business amounted to HK$2,894.3 million (2009:
HK$2,552.7 million), representing an increase of 13% compared to
the same period last year. Moreover, revenue from OEM customers
increased by 31% to HK$288.8 million (2009: HK$221.2 million) for the
first half of 2010.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2010, the Group had cash and bank balances, comprising
cash and cash equivalents, bank deposits with maturity over three
months and pledged deposits, totalling HK$2,101.5 million (31
December 2009: HK$1,625.8 million) denominated mainly in Renminbi,
Hong Kong dollars, US dollars and New Taiwan dollars. The net increase
of HK$475.7 million is analysed as follows:
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EBAT(ZETHF 408 7EBET) - st ARK
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BITERRERER) 52,101 5888 (Z2TH
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REE B EThFa¥rEFESEN - Re KR
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HK$' million
BHEABT
Net cash generated from operating activities KEEFEANRS FE 713.4
Proceeds from disposal of fixed assets HEEEEEMSRIEA 3.8
Capital expenditure BEARM X (104.4)
Net dividend paid BT BFEE (85.0)
Repayment of bank loans EEBITER (33.7)
Net cash outflow used in acquisition of WEHRB AR RHEMIEE 2
subsidiary and other investment FRE T H (32.3)
Net interest paid BEAH S FEE (0.6)
Effect of exchange rate changes INERBREEE T8 14.5
475.7
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As at 30 June 2010, unutilised banking facilities amounted to HK$252.9
million (31 December 2009: HK$188.4 million). The Group's current
ratio was 2.4 as at 30 June 2010, versus 2.7 as at 31 December 2009.
The Group has sufficient resources currently to support expansion and
development of business in the future.

The Group's net gearing ratio, calculated on the basis of net debt (being
total of bank loans of HK$10.6 million (31 December 2009: HK$14.6
million) and convertible bonds of HK$530.6 million (31 December 2009:
HK$515.6 million) less total cash and bank balances of HK$2,101.5
million (31 December 2009: HK$1,625.8 million)) over shareholders’
equity of HK$2,355.0 million (31 December 2009: HK$2,202.9 million),
was net cash as at 30 June 2010 (31 December 2009: Net cash). All
bank loans were at floating rates during the period under review.

FOREIGN EXCHANGE RISK MANAGEMENT
The monetary assets, liabilities and transactions of the Group are
mainly denominated in Renminbi, Hong Kong dollars, US dollars and
New Taiwan dollars. Foreign exchange risks arising from fluctuation of
exchange rates of foreign currencies are managed by the Group using
foreign exchange forward contracts when necessary.

PLEDGE OF ASSETS

As at 30 June 2010, the Group's short-term bank loan of HK$10.6
million was unsecured. As at 31 December 2009, the Group’s bank loan
of HK$14.6 million was secured by an available-for-sale financial asset
with nil carry value and a deposit of HK$2.9 million was pledged for
banking facilities.

SIGNIFICANT CAPITAL INVESTMENTS

During the period, the Group incurred capital expenditure, excluding
the acquisition of “Full Pearl” and an available-for-sale financial asset,
of HK$104.4 million (2009: HK$80.1 million) mainly for retail network

expansion and establishing offices and warehouses.

CONTINGENT LIABILITIES
As at 30 June 2010, the Group had no significant contingent liabilities.

HUMAN RESOURCES

As at 30 June 2010, the Group had more than 23,000 employees (31
December 2009: 21,000) in Hong Kong, Taiwan and China. Employee
benefits expense, including directors’ emoluments and share-based
payment expense, for the period under review was HK$388.9 million
(2009: HK$257.9 million). The Group values its human resources and

Daphne International Holdings Limited 10
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recognises the importance of retaining high calibre professionals.
Remuneration packages are generally structured with reference to
market conditions and terms as well as individual qualifications.
The Group also contributes to employee provident fund schemes
and provides medical insurance, purchase discounts and training
programmes to staff.

On 27 January 2010 and 22 July 2010, the Company granted an
aggregate of 67,525,000 and 2,100,000 share options, respectively,
to certain directors and employees. Share-based payment expense of
HK$26.5 million (2009: Nil) was recognised in the current period. The
grant of share options is a means of the Company to reward executive
directors and employees who have contributed to the Group and to
encourage them to work towards enhancing the value of Daphne and,
in turn, the benefits to the shareholders of the Company.

SUBSEQUENT EVENT

On 25 August 2010, the Company entered a deed of amendment with
Premier China Ltd., the holder of warrants of the Company, to amend
the denomination of the exercise price of the warrants from Hong Kong
Dollar to Renminbi with effect from 25 August 2010. Following the
amendment of the terms, no gain or loss from changes in fair value of
the warrants will be recognised in the profit and loss account.

PROSPECTS

To best prepare our business to capture the opportunities rising from
the thriving consumer market in the Greater China region, the Group
plans to continue to sharpen its competitive edge by boosting its
operational efficiency and optimising its brand portfolio.

Although the expansion pace of “Daphne” outlets was deferred in the
first half of the year due to macroeconomic issues, the Group maintains
its opening schedule target for “Daphne” outlets for year 2010 of 500
points-of-sale. For the “Shoebox” brand business, guided by well-
defined strategies and objectives, the Group aims to open 250 new
points-of-sale this year across the country to tap the vast potential of
the mass market for footwear, apparel and accessories.

Moreover, after the completion of the acquisition of “Full Pearl”, this
business has made a positive contribution in just a few months’ time.
The Group believes that its investment in “Full Pearl” will boost its
extended brand portfolio, complement its strong position in the mass
market, and enable it to expand its presence in the flourishing high-end

ladies footwear market.

With our dedicated efforts to enhance supply chain management and
corporate governance standards, the Group is optimistic about the
future development of its brand business and the future market outlook
for 2010. The Group will continue to strengthen its competitiveness and
long-term value for shareholders in the foreseeable future.
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CONDENSED CONSOLIDATED PROFIT AND SEHEEZSESER
LOSS ACCOUNT
FOR THE SIX MONTHS ENDED 30 JUNE 2010 BE-ZZ—ZTFA=+AHL~EA
Unaudited
KRISERZ
Six months ended 30 June
BZEAABA=1THIEAEA
2010 2009
—E-=F —ETHAF
Note HK$' 000 HK$'000
B 5 F&T FET
Turnover EER 2 3,183,105 2,773,900
Cost of sales 5 & AR (1,369,707)  (1,254,227)
Gross profit EF 1,813,398 1,519,673
Other income H At o A 38,730 20,035
Other losses — net HihEE — 55 (11,303) (25,811)
Selling and distribution expenses HE R HEAX (1,145,368) (977,332)
General and administrative expenses — M RITHA X (216,493) (127,828)
Fair value loss on derivative PTESRMT Az AT EAEESE
financial instrument — warrants — R EE (136,359) (28,504)
Finance costs B 75 P AR (21,835) (5,905)
Share of profit of an associated company JEAE—MEBE AR BT 255 146
Profit before income tax R BT 1S AT & F 3 321,025 374,474
Income tax expense FERHAX 4 (124,483) (109,492)
Profit for the period B & 7 196,542 264,982
Attributable to: A&,
Equity holders of the Company ZAN/NSIL £ S SES DN 190,038 261,384
Non-controlling interests FE 12 I 1 A 2 6,504 3,598
196,542 264,982
Earnings per share BREN 5
Basic (HK cents) R (B 11.60 15.96
Diluted (HK cents) B (BAL) 11.28 15.90
Interim dividend A HR RS B 6 98,274 49,137
Daphne International Holdings Limited 12
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CONDENSED CONSOLIDATED STATEMENT OF fSGEEZHKEER
COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2010

HE-_ZT-ZTFA=tHIEREAAR

Unaudited
RRER
Six months ended 30 June
BEAA=+tHLAEA

2010 2009

—E-FE —_ZTTNF

HK$’' 000 HK$" 000

FET FHET

Profit for the period BN & H 196,542 264,982

Currency translation differences BHEE N =58 17,387 19,123

Total comprehensive income for the period N2 mi =L 213,929 284,105
Attributable to: A& S -

Equity holders of the Company ZAN/NSIE: S S SESDN 207,404 280,225

Non-controlling interests FEFE G RE 6,525 3,880

213,929 284,105
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CONDENSED CONSOLIDATED BALANCE SHEET

HHGEEERER

AS AT 30 JUNE 2010 R-ZE-—ZFFA=1TH
Unaudited Audited
RBER REZ
30 June 31 December
2010 2009
—E-2F ZETNEF
AA=+H t-A=+—8
Note HKS$’ 000 HK$' 000
iz TAERT FAT
Non-current assets ERBEE

Intangible assets mEE 7 132,224 26,875
Land use rights T E A 49,494 43,498
Fixed assets BEEE 600,378 560,594
Interest in an associated company R—RERaz#ER 2,957 3,262
Available-for-sale financial assets JHEZERMERE 63,183 33,624
Long-term rental deposits and prepayments RO eEE RBNHRIA 86,007 92,420
Deferred income tax assets EEFEHREE 44,319 41,466
978,562 801,739

Current assets REEE
Inventories FE 929,219 889,319
Trade receivables H 5 EWERK 9 195,536 181,253
Other receivables, deposits and prepayments Hi RN - e RBAHE 435,928 442,731
Pledged bank deposit EHEFRITER - 2,915
Bank deposit with maturity over three months 775X HiiB B =18 B 2 R1T77 34,440 78,000
Cash and cash equivalents BekBReEEY 2,067,075 1,544,851
3,662,198 3,139,069

Current liabilities nREAE
Trade payables B HREMNER 10 619,463 385,317
Other payables and accrued charges Hin RN R B E A 299,587 271,602
Income tax payable e PRI 194,478 206,764
Bank loans RITER 1 10,647 14,567
Derivative financial instrument — warrants TESMTA-RRESE 12 423,840 284,261
1,548,015 1,162,511
Net current assets REEEFE 2,114,183 1,976,558
Total assets less current liabilities BEERTBAE 3,092,745 2,778,297

Daphne International Holdings Limited
EFARARBBEZREREBERZA
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CONDENSED CONSOLIDATED BALANCE SHEET

AS AT 30 JUNE 2010

BHREEEREX
WoE-EFAA=TH

7z

Unaudited Audited
RIEERZ BEZ
30 June 31 December
2010 2009
—E-2F ZETNF
AA=t+H +t—A=+—"H
Note HK$’000 HK$' 000
i TER FET
Financed by: EL2RR
Share capital AR 13 163,789 163,789
Reserves [ 2,191,226 2,039,109
Equity attributable to equity holder of EAREBREA
the Company PEqL R 2,355,015 2,202,898
Non-controlling interests FEEHIM R 171,401 39,027
Total equity mER 2,526,416 2,241,925
Non-current liabilities FRBEE
Convertible bonds AR ES 12 530,631 515,625
License fees payable [ENFTEREE 18,743 17,850
Deferred income tax liabilities EEFMEHARE 1,597 2,897
Other non-current liabilities HtEnRHEE 15,358 -
566,329 536,372
Total equity and non-current liabilities BRESRFERBEE 3,092,745 2,778,297
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CONDENSED CONSOLIDATED STATEMENT OF fEHHGASEREEX
CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2010 HE-_Z-FFA=1THIENEA
Unaudited
BN
Non-controlling Total
Attributable to equity holders of the Company interests  equity
RLRRERE AL FBEGERE 48R

Capital Convertible Share-based
Share Share redemption bond capital  payment Translation ~ Merger legal  Retained
Gpital  premium  reserve  reserve  reserve  reseve  reserve  reserves profits Total

HRhA

Rx 7TERES  ER2
B REHEE REEE EABE RERE ENEE  AGRE  fREE  RERM off
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
Tén TEn  TEn  TEn  TEn  TEn  TEn  TEn  TEn  TEn  TEn THn

Balance at 1 January 2010 R-Z-25-5-8

LE8 163,789 24,505 2,882 26,178 - 185,426 n 80,561 1719235 2,202,898 39,027 2,241,925
Profit for the period Snaf - - - - - - - - 190038 190038 6504 196,542
Currency tranglaton differences % EXZE - - - - - 11366 - - - 1136 A 138
Total comprefensive income 2EhREE - - - - - 11366 - - 190038 207404 6525 213,99
Profit ppropriations BHAR - - - - - - - 1% (1561) - - -
Share of an associated ElE-EEENq
company's eserve i - - - - - - - 63 (63) = = -
Dividends Rg - - - - - - - - (B1784)  (81784)  (3.762)  (85,546)
Acquisiton of subsidaries YERELH - - - - - - - - - - 129610
Share-based payment expense  HRHAER ZRERE - - - - 2649 - - 264% 26,49
Wiite-back of undlimed dividends BB % EH S - - - - - - - - 1 1 - 1
Total trensactions withowners—— EEE ARHAE - - - - 2649 - - 164 (83407)  (55287) 125849 70562
Balance at 30 June 2010 AZE-FERAZTH

LE8 163,789 24,505 2,882 26,178 2649 202,792 n 82185 1825866 2355015 171,401 2,526,416
Balance at 1 January 2009 REBENE-R-HzER 163789 24,505 2882 - 11,79 198571 30 37669 1455003 1854533 36,765 1891298
Poftforthe erod HREf| - - - - - - - SO B 3 6
Currency tranglaton differences % ER 28 - - - - - 188y - - - 1884 1913
Total comprehensive income 2EhREE - - - - - 1884 - - 261384 280205 3880 284105
Profit ppropriations BHAR - - - - - - - B By - - -
Share of an assocated Bl-FRELARRE
company's reserve - - - - - - - 1 (1) - - -
Dividends RE - - - - - - - - {9131 @9.137) (3783 (52880
Write-back of unclaimed dividends  ZEAEERS - - - - - - - - 3 3 - 3
Isse of convertible bonds BTARES - - - 78 - - - - - BIn - BB
Total trensactions withowners—— EEE ARHAE - - -8 - - - 3495 (0629 (2% B74) (2669
Balance at 30 June 2009

163789 24505 2882 26178 1792 177412 322 81164 1623758 2111802 36902 2148704

Daphne International Holdings Limited 16
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CONDENSED CONSOLIDATED CASH FLOW HHGERERER
STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2010 B2 A=+8HItXEAR

Unaudited
RRER
Six months ended 30 June
BEAA=tHLAEA

2010 2009
—E-BE —"ZTTNAF
HK$’' 000 HK$" 000
FET FHET
Net cash generated from operating activities & & FEFEBIR & FHE 713,386 734,369
Net cash used in investing activities WEESMARS T8 (122,603) (76,884)
Net cash (used in)/generated from MEER (FFA) e
financing activities HeF5E (83,111) 298,712
Increase in cash and cash equivalents ReRBFEWEM 507,672 956,197
Cash and cash equivalents at 1 January R—A—BzRekReEZEEYD 1,544,851 147,962
Effect of foreign exchange rate changes fEREE T 14,552 5,173
Cash and cash equivalents at 30 June RAA=ZTHZRERREZEY 2,067,075 1,109,332
Analysis of balances of cash and RERREFEMEHDN
cash equivalents:
Cash at banks and in hand RITRFEES 587,475 641,332
Deposits with banks within three months FHREAE=FANAZ
of maturity RITER 1,479,600 468,000
2,067,075 1,109,332
17 Interim Report 2010

“E-TFERHHRE



NOTES TO THE CONDENSED CONSOLIDATED
INTERIM ACCOUNTS

1

BASIS OF PREPARATION AND ACCOUNTING POLICIES

This unaudited condensed consolidated interim financial information for the six
months ended 30 June 2010 has been prepared in accordance with Hong Kong
Accounting Standard (“HKAS") 34
Hong Kong Institute of Certified Public Accountants.

“Interim financial reporting” issued by the

This condensed consolidated interim financial information should be read in
conjunction with the annual accounts for the year ended 31 December 2009,
which have been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"”). The accounting policies and methods of computation
used in the preparation of this condensed consolidated interim financial
information are consistent with those used in the annual accounts for the year
ended 31 December 2009 except that certain comparative figures have been
reclassified to conform with changes in presentation in the current period.

In 2010, the Group has adopted the following new/revised HKFRSs that are
effective for accounting periods commencing on or after 1 January 2010:

HKAS 27 (Revised)

HKAS 39 (Amendment)

HKFRS 1 (Revised)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)
(

Consolidated and Separate Financial Statements
Eligible Hedged Items
First-time Adoption of HKFRSs
Additional Exemptions for First-time Adopters
Group Cash-settled Share-based Payment
HKFRS 3 (Revised) Business Combinations
HK(IFRIC) = Int 17 Distribution of Non-cash Assets to Owners
HK - Int 4 (Amendment) Determination of Length of Lease Term

in respect of Hong Kong Land Leases
Amendment to HKFRS 5 as part of Improvements

to HKFRSs 2008

HKFRSs (Amendments)

HKFRSs (Amendments) Improvements to HKFRSs 2009

HKFRS 3 (Revised) “Business Combination” introduces significant changes in
the accounting for business combinations occurring on or after 1 January 2010.
Changes affect the valuation of non-controlling interests, the accounting for
transaction costs, the initial recognition and subsequent measurement of a
contingent consideration and business combinations achieved in stages. These
changes impact the amount of goodwill recognised, the reported results in the
period that an acquisition occurs and future reporting results.

HKAS 27 (Revised) “Consolidated and Separate Financial Statements” requires
that a change in the ownership interest of a subsidiary (without loss of control)
is accounted for as a transaction with owners in their capacity as owners.
Therefore, such transactions will no longer give rise to goodwill, nor will it give
rise to a gain or loss.
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As part of improvements to HKFRSs issued in 2009, HKAS 17 “Leases” has
been amended in relation to the classification of leasehold land. Before the
amendment to HKAS 17, leasees were required to classify leasehold land as
operating leases and presented as prepaid lease prepayments in the consolidated
balance sheet. The amendment has removed such a requirement. Instead, the
amendment requires the classification of leasehold land to be based on the
general principles set out in HKAS 17, that are based on the extent to which risks
and rewards incidental to ownership of a leased asset lie with the lessor or the
leasee.

In accordance with the transitional provisions set out in the amendment to HKAS
17, the Group reassessed the classification of unexpired leasehold land as at 1
January 2010 based on information that existed at the inception of the leases.
The application of amendment to HKAS 17 has had no effect on the consolidated
accounts of the Group for the current and prior accounting periods.

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.

The Group had not early adopted the following new/revised HKFRSs that have
been issued but not yet effective in these condensed consolidated interim
accounts.

HKAS 24 (Revised)
HKAS 32 (Amendment)
HKFRS 1 (Amendment)

Related Party Disclosures *

Classification of Rights Issues '

Limited Exemption from Comparative HKFRS 7 Disclosure
for First-time Adopters 2

HKFRS 9 Financial Instruments ®
HK(IFRIC) - Int 14 (Amendment)  Prepayments of a Minimum Funding Requirement ¢

HK(IFRIC) - Int 19 Extinguishing Financial Liabilities with Equity Instruments 2

HKFRSs (Amendments) Improvements to HKFRSs 2010 3

! Effective for accounting periods beginning on or after 1 February 2010

2 Effective for accounting periods beginning on or after 1 July 2010

3 Effective for accounting periods beginning on or after 1 July 2010 and 1
January 2011, as appropriate

4 Effective for accounting periods beginning on or after 1 January 2011

5 Effective for accounting periods beginning on or after 1 January 2013

The directors of the Company anticipate that the application of the above new/
revised HKFRSs 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.

TURNOVER AND SEGMENT REPORTING

Turnover represented sales of footwear and accessories to external customers.
The directors defined reporting segments as brand business and manufacturing
business. Brand business represents trading and distribution of footwear
products and accessories under self-owned brands, “Daphne” and “Shoebox”
and other self-owned and licensed brands. Manufacturing business represents
manufacturing and sales of footwear products under original-equipment
manufacturing arrangements and for distribution by brand business. The
comparative figures have been reclassified to conform with the current period’s
presentation.
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The analysis of the Group’s turnover and operating results by reportable segment

is as follows:

Unaudited
REER
For the six months ended 30 June 2010
BEZ-_ZT-ZFEXA=tAHL~EA

AEBERATZHDHE D < ERBREEEEDITNT

Inter-
Manufacturing segment
Brand Business Business elimination Group
mEER BUEER AHBEHH r5E
Daphne Shoebox Others
EXE B Hity
HK$’ 000 HK$' 000 HK$’ 000 HK$’ 000 HK$’' 000 HK$' 000
TER FTERT TER TER FTERT TERT
Revenue from external customers HINE P U 2,149,493 592,154 152,615 288,843 - 3,183,105
Inter-segment revenue D EE W 207 - - 284,613 (284,820) =
Total segment revenue fit € 2,149,700 592,154 152,615 573,456 (284,820) 3,183,105
Segment results DEEE 407,315 103,937 (33,857) 37,495 6,228 521,118
Unallocated corporate income ROBEERA 1,586
Unallocated corporate expenses APECERST (43,740)
Fair value loss on derivative financial TESRIAANTER
instrument — warrants BiE-RREE (136,359)
Finance costs BN (21,835)
Share of profit of an associated company 1L — AR E AR &F 255
Profit before income tax BT HAT &M 321,025
Depreciation and amortisation 8 R 31,781 12,390 7,966 8,766 - 60,903
Capital expenditure CENGEY 64,061 17,465 855 21,971 - 104352
Unaudited
RIEERZ
For the six months ended 30 June 2009
BHE-_ZZAFX A=+HLEAHEA
Inter-
Manufacturing segment
Brand Business Business  elimination Group
R BLEEK HEEEHE rEE
Daphne Shoebox Others
EXR EiE HAth
HK$' 000 HK$'000 HK$' 000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FAT FHT FHAT
Revenue from external customers HINE P Uz 1,957,779 432,927 162,026 221,168 - 2,773,900
Inter-segment revenue D EBE Mk - - - 309,481 (309,481) -
Total segment revenue 485 S 1,957,779 432,927 162,026 530,649 (309,481) 2,773,900
Segment results DEEE 384,103 55,402 (43,102) 22,059 3,364 421,826
Unallocated corporate income RAoBEERA 1,500
Unallocated corporate expenses RAOBEERT (14,589)
Fair value loss on derivative financial TEEMIAATEE
instrument — warrants B 18— Rk EE (28,504)
Finance costs B H R AR (5,905)
Share of profit of an associated company FEME— AL R RRF 146
Profit before income tax W B 1S B AT A 374,474
Depreciation and amortisation -8 3! 41,548 9,320 4,604 7,453 - 62,925
Impairment on goodwill BENE - - 10,606 - - 10,606
Capital expenditure EENGED 59,829 11,682 6,394 2,173 - 80,078

Daphne International Holdings Limited
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The analysis of the Group’s assets and liabilities by reportable segment is as AEERAZRHHE D2 EAERBEI>TWT ¢

follows:
Unaudited
RICER
As at 30 June 2010
R-ZE-ZFXA=+H
Manufacturing

Brand Business Business Group
mIEER HEEK rEE

Daphne  Shoebox Others

EXE HiE Hity
HK$’' 000 HK$’ 000 HK$’000 HK$’' 000 HK$'000
FExT FiERT FET FExT FET
Segment assets DEHEE 2,645,022 743,393 515,754 534,360 4,438,529
Interest in an associated company R—EEE ARz 2,957
Available-for-sale financial assets HEZEMEE 63,183
Deferred income tax assets RIEMEHEE 44,319
Unallocated corporate assets ROMEEEE 91,772
Total assets BmEE 4,640,760
Segment liabilities DEAE 640,815 125,141 83,659 270,403 1,120,018
Deferred income tax liabilities EEFBHAR 1,597
Derivative financial instrument - warrants ~ $TA & T A - RREE 423,840
Convertible bonds ] ES 530,631
Unallocated corporate liabilities ROMEEER 38,258
Total liabilities BEE 2,114,344

Audited
RERZ
As at 31 December 2009
RZZEAE+=A=1+—H
Manufacturing

Brand Business Business Group
mieE BUEXT K&

Daphne Shoebox Others

EXIE HiE Hoh
HK$’ 000 HK$' 000 HK$'000 HK$'000 HK$'000
FET FAT FAT FET FET
Segment assets DEHEE 2,123,992 620,242 180,139 460,878 3,385,251
Interest in an associated company RN—EBE AR 2= 3,262
Available-for-sale financial assets HEZEREE 33,624
Deferred income tax assets BEMBHEE 41,466
Unallocated corporate assets RAOWMEEEE 477,205
Total assets BEE 3,940,808
Segment liabilities DEEE 517,105 86,100 39,115 243,256 885,576
Deferred income tax liabilities BEMSHARE 2,897
Derivative financial instrument — warrants TESRMITAE-REEE 284,261
Convertible bonds AR ES 515,625
Unallocated corporate liabilities KoM EXAE 10,524
Total liabilities waE 1,698,883
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The executive directors who are identified as the chief operating decision-
maker assess the performance of the operating segments based on a measure of
segment profit before interest, tax and any fair value gain or loss on derivative
financial instruments. Certain corporate overhead expenses are allocated to
individual segments based on estimated consumption. Trading business which
was formerly identified as a separate reportable segment in the interim period
ended 30 June 2009 has been combined with manufacturing business to better
reflect management perspective on segment information.

Inter-segment revenue is charged in accordance with terms determined
and agreed mutually. Revenue from external customers of brand business is
mainly derived from Mainland China and revenue from external customers of
manufacturing business is mainly derived from overseas countries. None of the
customers accounted for 10% or more of the total turnover of the Group during
both six months ended 30 June 2010 and 30 June 2009.

The Group’s non-current assets, excluding available-for-sale financial assets and
deferred income tax assets, are located mainly in Mainland China.

PROFIT BEFORE INCOME TAX
Profit before income tax is stated after charging the following:

FRIB{ERBEZHTEST  SERNBHAE - BA
EiTE e T AEAATEBKELE RN # 2T
A8 URTESKEDHHRE - BT EEMEMIIE
BEFEEIETENSH - BEZEBEERBE-FZ
NFERA=Z+B BB D BB AT HRE DA -
HRDAFAREEBUE RERRERELH D AR
Z R

DEWEMEIRE BT RBEZGRTE - REER
ZEONEPWEFZREA P ARE - RSB EH
FERFRHEIERABINBER BE-ZT—ZTFAA=+
ARZZEZNFEFANA=-TALANER  BERFIEAE
EAEEFEI0%NIA L »

AEBEZFRGEE AIHLESREERELEHRSHE

ERRIN) T 2N BIKE -

BRATSTLATR R
BATSE AT 2T Bk T 5 &R

Six months ended 30 June
BEAA=THLEAER

2010 2009
—E-2F —ETAF
HK$’ 000 HK$"000
FEx FHIT
Amortisation of land use rights 4 3t {5 A AR 8 548 819
Amortisation of license rights FEET (R AR 8N 1,771 983
Amortisation of trademarks P A 6 1,575 -
Cost of inventories sold (including provision EEFERE(BEFHETFE
for slow-moving inventories of HK$18,607,000 £ 1£18,607,000% 7T
(2009: HK$26,537,000)) (ZZZ N4 26,537,000 7)) 1,197,575 1,115,108
Depreciation of fixed assets BEEENE 57,009 62,106
Employee benefits expense EERMFAX
(including directors’ emoluments and (BREESME KKK
share-based payment expense) RERZRIBERZ) 388,941 257,880
Impairment on goodwill 2R E - 10,606
Loss on disposal of fixed assets TEBRTEEZER 8,871 11,679

INCOME TAX EXPENSE

FrieHiB %

Six months ended 30 June
BEXA=tHLXER

2010 2009

—2-%F —ZTTAE

HK$’ 000 HK$' 000

FExT FiBT

Current tax — Mainland China WATRAT1SH — B K fe 128,366 117,286
Deferred tax IEIERT A (3,883) (7,794)
124,483 109,492

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 2010 at the rates of taxation
prevailing in the countries or places in which the Group operates.
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Provision for the China corporate income tax was calculated based on statutory
tax rate of 25% (2009: 25%) on the assessable income of each of the Group's
entities except that certain subsidiaries of the Company operating in Mainland
China are eligible for certain tax exemptions and concessions including tax
holidays and reduced corporate income tax rates during the period. Accordingly,
the China corporate income tax for such subsidiaries has been provided after
taking into account of these tax exemptions and concessions.

Pursuant to the China corporate income tax laws, 5% withholding tax is levied
on dividends distributed by the foreign investment enterprises established in
Mainland China to foreign investors incorporated in Hong Kong.

Pursuant to the China corporate income tax laws, withholding tax at a reduced
rate of 7% by treaty is applied to the Group's entities incorporated in Hong Kong
for royalties received or receivable.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on the Group's profit
attributable to equity holders of the Company of HK$190,038,000 (2009:
HK$261,384,000) and 1,637,892,384 (2009: 1,637,892,384) ordinary shares in
issue throughout the six months ended 30 June 2010.

The calculation of diluted earnings per share is based on the adjusted profit
attributable to equity holders of the Company of HK$210,480,000 (2009:
HK$263,477,000) and the adjusted weighted average number of ordinary shares
of 1,865,743,770 (2009: 1,656,631,063) after taking into consideration of
conversion of the convertible bonds and exercise of share options.

PREEAEHRDIEAREETSERNBRBTUAR
EEBE25% (ZETNGF  25%) st FBE  HEAR
AEFEEECETHBRARAEARERE THEANR
RER  BERPAZEHAREELCERSHE - A
bt W EMB AR PREEEMSHERET AUEREA
ek TMEF LB -

RIBPEMCEMGIOE  REBEMALZIBEREE
RRFPBERI 2R ECEMERSZREAREY%
ZREHMIEHR -

BETBECEFGEHE AEEREEAMKLZE
B A MR EERBIRERORERZT%H R
IR -

SRER

BREARRFITIBEARNR AR #%ﬁ}\ﬁgmm%lﬁﬂ
190,038,000 7C (ZZZ 1.4 : 261,384,000/ 7T) -
rHEZZ-—ZTFXA=+THLX IHZE%ﬁaﬁHQ
1,637,892,384% (ZZZ L4 : 1,637,892,384/%) 5T &

FREBSRTCT R LA RRES RITHEBRER -
RIBEFH AR B ERTFE ARG E$1210,480,000%
TT(ZZ TN : 263,477,000 7T) K & 5 2 hfEF
¥ i/AR1,865,743,7708 (ZZZT AL : 1,656,631,063
i) st E

Six months ended 30 June
BEXA=ZTHLEXEAR

2010 2009
—E-ZF —TTAF
HK$’ 000 HK$"000
FEx FET
Profit attributable to equity holders KOG ERFAEARGERET
of the Company 190,038 261,384
Interest on convertible bonds Al E S 2 FE 20,442 2,093
Adjusted profit attributable to equity holders KRABRRRRERITE ABIGRT
of the Company 210,480 263,477
Six months ended 30 June
HEAA=THLAMEA
2010 2009
—E-ZF —ZTAF
Number of shares Number of shares
15 & A fxfn & 8
Number of ordinary shares in issue throughout HREBITEEREE
the period 1,637,892,384 1,637,892,384
Effect of conversion of convertible bonds R LIRS L%“Z wa 178,510,572 18,738,679
Effect of exercise of share options TEEREZZE 49,340,814 -
Weighted average number of ordinary shares REHEEMm AR
adjusted for effect of dilution 2B AR hnE 19 1,865,743,770 1,656,631,063

The warrants are anti-dilutive and are ignored in the calculation of diluted
earnings per share for both periods ended 30 June 2010 and 30 June 2009.
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6 INTERIM DIVIDEND 6
During the six months ended 30 June 2010, the Company paid a final dividend
of HK5.0 cents (2009: HK3.0 cents) per ordinary share, totalling HK$81,895,000
(2009: HK$49,137,000), for the year ended 31 December 2009.

FHIRR 2

REBEE-_ZT-—ZTEXA=ZTALENEAR  ARQFEH
HE-_ZTAF+-_A=-+—BLEFEZRHRESTK
RS0 (ZZZTALEF £ 3.081l) - 481,895,000
BIL(ZTZNF ¢ 49,137,000 7T) °

On 25 August 2010, the Board proposed an interim dividend of HK6.0 cents R-ZE—ZTFNA-+HB EFCEZRMNPHK
(2009: HK3.0 cents) per ordinary share, totalling HK$98,274,000 (2009: BEEREBERCOEIN(ZETAE 3.0081M) &%
HK$49,137,000). The proposed dividend is not reflected as a dividend payable 98,274,000 7T (ZZZ N4 : 49,137,000/ 70) ° Lt Hit
in these interim accounts but will be reflected as an appropriation of retained IR B EA PR E PR AEARE - R A

profits for the year ending 31 December 2010. HE-Z-ZTF+ A=+ HUEEEZRBRBIDIEK -

e S

7  INTANGIBLE ASSETS 7 BEEE
Goodwill Trademarks License rights Total
[5E BE  BOEAR &t
HK$"000 HK$' 000 HK$"000 HK$' 000
FHET FHET FHET FHET
Net book value at 1 January 2010 RZZE—ZEF—A—BZEEFE 15,079 - 11,796 26,875
Exchange adjustment ERTEE 1 98 49 148
Acquisition of subsidiaries Lz B BT BB 1 7] 907 71,760 35,880 108,547
Amortisation charge HiHE R - (1,575) (1,771) (3,346)
Net book value at 30 June 2010 R-E-—ZFEXA=ZTHZEEFE 15,987 70,283 45,954 132,224
Net book value at 1 January 2009 RZZEEANF-A—BZEEFRE 25,685 - 13,762 39,447
Amortisation charge HiHER - - (983) (983)
Impairment B (10,606) - - (10,606)
Net book value at 30 June 2009 RZZETAFANA=+TRAZEEFE 15,079 - 12,779 27,858
8 CAPITAL EXPENDITURE 8 BEAXREX
Land use Fixed
rights assets
T i fE AR EE&EE
HK$'000 HK$" 000
FHET FET
Net book value at 1 January 2010 RZE-ZF—-A—-HzZEEFE 43,498 560,594
Exchange adjustment ME 5 P8 463 4,760
Additions NE 3,665 100,687
Transfer B 2,416 (2,416)
Acquisition of subsidiaries L B B & 1 R) - 6,405
Amortisation/depreciation charge B MEER (548) (57,009)
Disposals & - (12,643)
Net book value at 30 June 2010 RZZE—ZEFXNA=tEZEEFE 49,494 600,378
Net book value at 1 January 2009 RZZZNF—-A—HZEEFE 44,944 574,735
Exchange adjustment FE 5 a8 434 4,138
Additions NE 7,471 72,607
Amortisation/depreciation charge B mEER (819) (62,106)
Disposals HE - (13,546)
Net book value at 30 June 2009 R-ZEZNENA=Z+THZEEZEE 52,030 575,828

Daphne International Holdings Limited
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9  TRADE RECEIVABLES 9 EZEWER
The ageing analysis of trade receivables by invoice date is as follows: REZANRAZEIRURERERSITAOT ¢
30 June 31 December
2010 2009
—E-ZF —EENF
AA=tH +Z-A=+—H
HK$’000 HK$' 000
FERT FHERT
0 - 30days 0 % 30H 171,792 160,280
31 - 60days 31 & 60H 11,161 11,001
61 - 90 days 61 & 90H 3,614 6,361
91 -120days 91 & 120H 1,939 1,628
121 -180 days 121 £ 180H 2,415 1,165
181 - 360 days 181 & 360H 1,663 400
Over 360 days 360H A 2,952 418
195,536 181,253
The Group generally allows an average credit period of 30 to 60 days to its trade REE—RETEEEPFH30E60BEEH HEE
customers other than major and long standing customers with whom specific REBEFPZEREREEPAHAEEEEEE,E
extended terms will be agreed between the Group and the relevant counter FHTE °
parties.
10 TRADE PAYABLES 10 EBEIESEREX
The ageing analysis of trade payables including balances due to related parties BEZANGH 2 E S RNERRBIEEMREE S 88
(Note 17(a)) by invoice date is as follows: # (MI3E17(a)) BREC D HTAA T -
30 June 31 December
2010 2009
—E-ZF —ZTTNF
AA=tH +Z-A=+—H
HK$’000 HK$" 000
FERT FET
0 - 30days 0 % 30H 451,431 185,629
31 - 60days 31 & 60H 129,299 159,957
61 - 90 days 61 & 90H 19,074 24,059
91 -120days 91 £ 120H 4,099 3,789
121 -180 days 121 £ 180H 2,553 1,846
181 - 360 days 181 & 360H 3,110 3,893
Over 360 days 360H A 9,897 6,144
619,463 385,317
25 Interim Report 2010
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11 BANK LOANS 11 RITER
Movements in bank loans are analysed as follows: RITERZEBHNMOT -
Six months ended 30 June
BZEANA=+HLEAEA
2010 2009
—E-ZF —TTNF
HK$’000 HK$' 000
FERT FET
Balance at 1 January R—A— Bz 14,567 270,655
Exchange adjustment X 175 (148)
Acquisition of subsidiaries W FE B B A 7] 29,640 -
Repayment of bank loans EERTER (33,735) (284,861)
New bank loans raised MERRITER - 30,787
Balance at 30 June RANA=+HZ&% 10,647 16,433
The bank loan was unsecured as at 30 June 2010. As at 31 December 2009, the R-ZZE—ZTFEXA=1+H ROERAEEF KT
bank loan was secured by listed securities of Sun Home Leather Corporation ZhAE+-_A=+—8 BITEFUIBEETLESR
Limited classified under available-for-sale financial assets with nil carrying value. BEZHEHERMNAERAR ZZREEFTESIEER
o
12 CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL INSTRUMENT 12 ABRREFETELSMIA
- WARRANTS —BRER

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

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

(@)  the Bonds bear interest of 3.125% per annum on the outstanding
principal amount of the Bonds and the interests are payable by the
Company semi-annually in arrears;

(b)  the Bonds are convertible at the option of the bondholders into fully paid
ordinary shares on or after the issue date of the Bonds up to 12 June 2014
at a conversion price of HK$3.50 per share, subject to certain adjustments
pursuant to the terms of the agreement entered with the bondholders;

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

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

(e)  the exercise price of the Warrants is HK$4.00 per warrant; and

(f)  the Warrants can be exercised at any time during the period commencing
from the issue date of the Warrants up to 12 June 2014.
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13

The movements of the liability component and the equity component of the
Bonds and the Warrants during the period ended 30 June 2010 are as follows:

BE_T-ZTEA=ZTHLHH
BmBORRBREFLHOT

ErzaEROR

Liability Equity Derivative
component of component of financial
convertible  convertible instrument
bonds bonds - warrants Total
ARRES URRESF TEERMIA
& EI5 e B - ARER ast
HK$" 000 HK$" 000 HK$' 000 HK$" 000
FHT FHT FHT FHET
Balance at 1 January 2010 RZE-—ZE—-F-HZ&H 515,625 26,178 284,261 826,064
Exchange adjustment VE 5 A% 4,369 - 3,220 7.589
Interest expenses MEFEZ 10,637 - - 10,637
Fair value adjustment AEBEARE - - 136,359 136,359
Balance at 30 June 2010 RZZE—ZFEXA=ZTHZHE 530,631 26,178 423,840 980,649
Principal amount issued BRTAESE 518,341 26,948 79,896 625,185
Exchange adjustment [E X A% (22) (4) 149 123
Transaction costs RHER (14,726) (766) - (15,492)
Interest expenses FMEREZ 1,066 - - 1,066
Fair value adjustment N EBEHE - - 28,504 28,504
Balance at 30 June 2009 R-ZEZNFERA=ZTHZE 504,659 26,178 108,549 639,386
As at 30 June 2010, the fair values of the Warrants are determined based on RIE—ZFENA=1H ZREZBZAFEEHIREE
the valuations performed by BMI Appraisals Limited, an independent firm of BUEESERGEEMITPNBETIEERAREAS
professional qualified valuers, using the Binomial Option Pricing Mode. BEAPAETEERETZHEBTE -
Subsequent to 30 June 2010, the Company entered a deed of amendment E/;\—%*ﬁﬁf\ﬁl:JrEl%: s KRR BEBARR R 2 BIAE

with Premier China Ltd., the holder of warrants of the Company, to amend the
denomination of the exercise price of the Warrants from Hong Kong Dollar to
Renminbi with effect from 25 August 2010. Following the amendment of the
terms, the derivative financial instrument — warrants, stated at fair value, will
be transferred to equity and no gain or loss from changes in fair value of the
Warrants will be recognised in the profit and loss account.

During the six months ended 30 June 2010, no Bonds were redeemed, converted
or purchased and cancelled, and no Warrants were exercised.

SHARE CAPITAL 13

B APremier China Ltd. AT 87T ¥ - LAiG R #E
*Zﬂ@ifﬁﬁ’]ﬁﬂﬁf% CHBTHRAARE BT
TENAZTRBRBRER - METERBIERE  BAF
Fﬁ?‘lEEZNEQﬁaﬂlﬁ*%ﬂx%éﬁ%ﬁ%ﬁé?\ﬁié

RBREERATEELZYEEZ BWHNBRETERIER
?%WEE@M
REZ-Z-ZTFAA=+tHLEREA BMEEFEE

m - P_?‘*‘Jzﬁé,a&?% THE R AR RITE -

IR A

30 June 31 December
2010 2009
—E2-ZF :??ﬂi
ANA=tH +TZA=+-—
HK$’000 HK$" 000
FERT FHT
Authorised: EERRA
10,000,000,000 ordinary shares of 10,000,000,0000% &= /% &
HK$0.10 each 0.108 w2 L@k 1,000,000 1,000,000
Issued and fully paid: BEITRARKAR
1,637,892,384 ordinary shares of 1,637,892,384k & IR EI B
HK$0.10 each 0.10/8 7L 2 &Mk 163,789 163,789

During the six months ended 30 June 2010, there was no movement in the share
capital of the Company.
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EQUITY SETTLED SHARE-BASED TRANSACTION

During the six months ended 30 June 2010, 67,525,000 (2009: Nil) share
options were granted to certain directors and employees of the Group. The
share options, other than those subject to certain performance targets to be
determined by the board of directors of the Company, are exercisable from
each of the five anniversary dates from the date of grant with a validity of ten
years. The fair value of services received in return for share options granted were
measured by reference to the fair value of share options granted. The estimate of
the fair value of the share options were measured based on the Binomial Options
Pricing Model.

The variables of the share options input into the model are as follows:

HK$5.78
HK$6.19
37.26%
2.82%
10 years
1.31%

Share price at measurement date
Option exercise price

Expected annualised volatility
Risk-free rate

Expected option life

Expected dividend yield

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

The estimated fair value of the share options granted during the six months
ended 30 June 2010 of HK$26,496,000 was charged to the profit and loss
account and credited to the share-based payment reserve.

As at 30 June 2010, 67,525,000 share options were outstanding. No share
options were exercised, lapsed or cancelled during the period.

Subsequent to 30 June 2010, the Company granted an aggregate of 2,100,000
share options on 22 July 2010 to at an exercise price of HK$7.61 per share to
certain employees under its share option scheme adopted on 29 May 2003 and
amended on 7 December 2009. The share options will vest on each of the three
anniversary dates from the date of grant.

BUSINESS COMBINATION

On 20 January 2010, the Group acquired 59.96% equity interest in Full Pearl
International Limited (“Full Pearl”), engaged in the distribution and retail sales of
branded footwear, apparel and accessories in Mainland China, Hong Kong and
Taiwan. The total consideration of the acquisition is HK$195,000,000, including
HK$180,000,000 paid during the period and HK$15,000,000 bearing interest at
5% per annum to be settled after three years from the date of acquisition.
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REBEEZE-Z—ZFXA=-tHLERNBAR  ZAXEER
ETEEREBRET67,5250000BRE(ZTTAF:
) BREARAEFEBTFEEZE TEUEERHI

S ZEBRENRRE AR REBFBEF T
T BRERTF MR EBEREMRRZRE A
FEEDZRAXHBREZ ATFEENE - BREZ
BEATEEDR AR EEEXGE -

HRAZBEREATZEGABBNT

Rt E2EABHZRE 57878 7T
EREITEE 6.1978 7T
TEHF E LR 37.26%
4 [ b ) 2.82%
& £ B A% A AR HR 104F
TEEIE B X 1.31%

EHFEREERBEDERARRANBE=ZSRFZRERK
EmMEE - ZRAMAZARFHCRERE 2 &RER
I ATERE  TERIRTAEEZFE TIARHE -
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2 (5~ T B8 526,496,000 7T - B R EER AN
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o REA I IS AR ATIE - RS -

RZE—ZTFRNA=+H%E ARARBER-_ZTT=F
AAZ+NABERRIER_ZZAFE+_ALAETZE
RiEsE RZZ—ZEFLA-+t-_HRETEERY
£ £2,100,00017 B I - 1TEEAETR7.618 T - BR
BERRE BRI ZERATREERE -

EBEH
REZ-ZF-A=1H ARBEUBE2ERARA

A([8%2])59.96%BAED  ZARRPTEKRE - &8
ReBRESHATEREERER  REREMS - K

8518 2 4448 {8 /5195,000,00058 7T * & #1180,000,000
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The net assets acquired in the transaction and the relevant goodwill arising is as RRSGHWE 2 FEELRREEZHENT ¢

follows:

HK$" 000
FET
Purchase consideration: BEENRE:
Paid in cash AR @ 321 180,000
Payable recorded as other non-current liabilities A ERABEMIERBAEZEMNFIE 15,000
195,000
Fair value of net identifiable assets acquired: BRI SR FEE 2 NV EBE
Fixed assets BEE&E 6,405
Intangible assets EREE 107,640
Inventories FE 58,519
Cash and cash equivalents ReRBREEED 177,242
Other assets HEmEE 46,280
Other liabilities HihaE (72,382)
323,704
Non-controlling interests FEFE I MR (129,611)
194,093
Goodwill e 907
Net cash outflow arising on the acquisition during the period: HRIREEE 2B &L
Cash consideration paid ENRERE (180,000)
Cash and cash equivalents acquired FE -z Re RIS EFEY 177,242
(2,758)

The transaction was completed during the period and the Group commenced to
account for the business combination from the effective date when the Group
gained control over the acquiree. As at 30 June 2010, the initial accounting for
the acquisition is determined on a provisional basis as the allocation of fair value
to the identifiable assets and liabilities of the acquisition is still progressing.
Adjustments to the provisional values of identifiable assets and liabilities,
including any additional depreciation, amortisation, and other profit and loss
effect, if any, will be recognised on completion of the initial accounting.

Full Pearl’s contributed revenue and net profit of HK$122,508,000 and
HK$4,528,000 respectively to the Group for the period ended 30 June 2010
since acquisition. The Group's revenue and profit for the period would not be
materially different if the acquisition had occurred on 1 January 2010.

CAPITAL COMMITMENTS FOR PURCHASE OF LAND USE RIGHTS
AND FIXED ASSETS

16

ERRXSERBATK  ARE QBSR4
ERRBEBEHAR RZZT-—ZTFXA=TH K
BERAZNSARDREHELEETE  BINERKES
A2 wREERBBEZAFEEETHR - ATHFIE
ERABZESEEZAE (BEETABINE  #iH
REMBEZE (NE)) BREXTZARGHER -

BREBLR  ERREEZZ—ZFA=-THILLHEH
HAREBEF R 2 Wk R 4EF 5 Rl /122,508,000 7T &
4,528,0008 7T - EEEER _T—TF-A—HBEK
BE AEBPHAZKERER T TEELMAEKR
e

BEIHEAEREEEEZERARE

30 June 31 December
2010 2009
—E-ZF —ZTTNF
~NA=+H +=ZA=+—H
HK$’ 000 HK$'000
FERT FET
Authorised but not contracted BEREERITL 12,894 28,267
Contracted but not provided for BRI AV B R BB 35,455 27,971
48,349 56,238
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17 RELATED PARTY TRANSACTIONS AND BALANCES 17
During the six months ended 30 June 2010, the Group has entered into the
following related party transactions in the normal course of its business:

(a)  Transactions and balances with related companies (a)

Transactions for the
six months ended 30 June

BEAR5 K&
REE-_T-—TEA=ZTHERERR  FEEER
AEEBBREPETTIABIRS

HEERRZ

Balances as at

HEAAZ+BLENERZRS &8
2010 2009 30 June 2010 31 December 2009
RZZ-2% RZZTNE
—E-2F ZEENF ~A=tAH +-A=t-8
Note HK$' 000 HK$' 000 HK$' 000 HK$' 000
B & TR T TR THER
Purchases from: RNIE:S - &
An associated company —fEAE (i) 825 333 721 352
Investee companies WIREDNF (i) 1,599 1,173 680 799
Management fee to a related company ~ H—fHBERARLHERE (ii) 171 - 116 -

(i)

(ii)

Purchases of shoe materials and footwear 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.

Management fee were paid to a group company of a non-
controlling shareholder of certain subsidiaries of the Group for
provision of administrative services. The terms of transactions were
determined and agreed between the Group and the counter party
and all balances due were repayable according to the terms of

() MEBERRFEHTEIAKEEFRARR
AKHRERFMBERERNERAIR - HH
TRILEEZERARNRABENARA
AREERYHRERER ZR S IINAE
AR RBBIETET - KHEKTIERE
B8 577 EE MW E - P E BT
BB B EKIA

(iy EEEBDREHRITERRBM N FAEEE
FHBRRZFEHIERR Z EBMAF - 2
SERTDARERER ZHEERIBE - ™
A FE S A ER TR BR IR TS & K9 2 IR

service contract.

(b)  Key management personnel compensation (b)

TEEEABZHM

Six months ended 30 June
BEAA=+HLEAEAR

2010 2009

—E-ZF —TETNFE

HK$’ 000 HK$'000

FEx FiBT

Salaries and bonuses e RAEAL 13,544 9,729
Defined contribution pension costs EREMBFURKRE AR 116 143
Share-based payment expense ARG A7 B Bl 2 SRIEF X 22,053 -
35,713 9,872
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SUPPLEMENTARY INFORMATION
INTERIM DIVIDEND

The Board has resolved on 25 August 2010 to declare an interim
dividend of HK6.0 cents (2009: HK3.0 cents) per ordinary share for the
year ending 31 December 2010. The interim dividend will be payable on
or before 28 September 2010 to shareholders whose names appear on
the register of members of the Company at 4:00 p.m. on 15 September
2010.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 13
September 2010 to 15 September 2010 (both days inclusive) during
which period no transfer of shares will be effected. 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, Hong Kong no later than 4:00 p.m. on 10
September 2010.

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 2010. 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 2010, 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:

HRER

hHKRE

EFeN - ZEFN\AZTHRBEAREREBEC
E-EFE+_A=T B ULFEPHREERE]
f26. 0 (ZZZTNF « 3.0/ (L) o P EREASR
TE-EHFEAAZTNBESZARETFR_Z-F
FAATHAR T FEEERNRNRRBRRAM 2K
o

EEHERRERFE
ARRAEEH-_ZE—ZTFNA+=ZRE_ZT—ZTF
A+AB (BEEMBEREENRN) LHABEEHERE
BRFE HEETeNBRMBEFERFE A
HEERZTEFRHRE BRESEBENRN_T—ZF
NATEBTTNEEREMEBEXY  BRAEH
BE  —HERXARRRZEBRMNBLERELE
MERBAERAR i ABFBEFNER28HS
FEMEFR D261 o

BE - HEIEEALQFARS

RBEZZ—ZTFA=THLEREARN  KAF
I B O B AR At - BEAR R RS E AR IS A =)
REATEBEENHERRREMRND

EERTETHRAERERT RO REERK
2R

R-ZE-ZFRA=TH BRARBREZEFLH
B0 (TEFEBERD]) E352R 2 REFEZ
B BEEREBITRABRANARRE
HEOEE (EE R B H LB GRPIEXVED) 2 ki K
AR T HEEZEAIRBE LM AR ESETE
HFRPMFETR ([RET D EHEARRARE
BHARZMBERAR (B 2 #ZNT

Percentage of the
issued share capital

Name of director Nature of interest Number of shares held Long/short position of the Company

ERRARS BT
B BElE FERNHE HR/ %R REBD
Mr Chen Ying-Chieh Corporate 147,738,920 (Note) Long 9.02
RENEE NG (Fit3E) 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 2010, 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 2010, 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”.
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Percentage of the

Number of Long/short  issued share capital

Name Capacity shares held position of the Company

EEDRBET

A1 51 FrERGEE HE/ KA REE D

Lucky Earn International Limited Beneficial interests 400,719,995 (Note 1) Long 24.47
ExERA (F5E1) e

Premier China Ltd. Beneficial interests 298,510,572  (Note 2) Long 18.23
EaREEA (Fitzk2) e

TPG Asia Advisors V, Inc Interests of controlled corporation 298,510,572 (Note 2) Long 18.23
RERA B (Fizk2) e

TPG Asia Genpar V, L.P. Interests of controlled corporation 298,510,572 (Note 2) Long 18.23
REAR R (BiaE2) e

TPG Asia V, L.P. Interests of controlled corporation 298,510,572 (Note 2) Long 18.23
REAR R (Fi3E2) HA

Mr David Bonderman Interests of controlled corporation 298,510,572 (Note 2) Long 18.23
David Bonderman % 4 REBNEZER (FF#E2) A

Mr James G. Coulter Interests of controlled corporation 298,510,572  (Note 2) Long 18.23
James G. Coulterft 4 RERAZEE (Pt &E2) e

Top Glory Assets Limited Beneficial interests 200,846,895  (Note 3) Long 12.26
EREEA i) e

Ms Chen Yi-Chen Interests of controlled corporation 200,846,895  (Note 3) Long 12.26
BiaERt RERAE B i) HE

Mr Chen Yi-Hsun Interests of controlled corporation 200,846,895  (Note 3) Long 12.26
BiaE%E REAR R (FI3E3) e

Pushkin Holding Limited Beneficial interests 147,738,920 (Note 4) Long 9.02
EREEA (FiE4) e

Mr Chen Ying-Chieh Interests of controlled corporation 147,738,920 (Note 4) Long 9.02
BRERTE RERA R (FitzE4) A

Mr Chen Ying-Tien Interests of controlled corporation 147,738,920 (Note 4) Long 9.02
R d T REREZER (Fizta) HE

Mr Chen Ying-Che Interests of controlled corporation 147,738,920 (Note 4) Long 9.02
BRES % & REAF R GETY e

Notes: B 5

1.

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

Premier China, Ltd. has subscribed for convertible bonds and warrants of the
Company. Upon full conversions of the convertible bonds and full exercise of the
warrants, an aggregate of 278,510,572 shares will be issued. Premier China, Ltd.
is an indirect wholly-owned subsidiary of TPG Asia V, Inc., which is in turn owned
as to 50% each by Mr David Bonderman and Mr James G. Coulter.

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 200,846,895 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.

Mr Chen Ying-Chieh, the Chairman of the Company, and his two brothers, Mr Chen
Ying-Tien and Mr Chen Ying-Che, each has one-third of the beneficial interests of
Pushkin Holding Limited. By virtue of the SFO, they are deemed to be interested in
the 147,738,920 shares of the Company held by Pushkin Holding Limited.
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2.

RARIRITESTREINAERRETLEBBREM AL
TR B E 25 B 11 1 B B 22 B & a1 A 32 Z Lucky Earn
International Limited 26% * 26% 24 % % °

Premier China, Ltd. B R8N A A] Al AR (& 5 L R B 7% o
RAMRESR S E LB RARREE2EITER - &7
174 #£278,510,572/% %1 © Premier China, Ltd. ATPG Asia
V, Inc.z B2 &N B AR - MTPG Asia V, Inc. 8l David
Bonderman?t 4 K James G. Coulterft 4 £ ¥ B50% °

RliegLT (Rt ) REREBEE ((REE]D &8
Em A TRBEZESFMA S ZTop Glory Assets
Limited 50%# & ° RIEFE A R E KRG - HEWE/E
Top Glory Assets LimitedPfi#§ A < 200,846,895/ A~ A 7]
B EER REXTRRAEERAAREERILE
MEBERAEZFR -

RABEFRENEERE 2 WA R BREE L RR
HF S 4 R | B 259 B Pushkin Holding Limited =5 2 —
B o IRIBESH REIE KD - & F 418 B 1EPushkin
Holding Limited 58 2 147,738,9200% 7 A & i {7 1 #
Bl o
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SHARE OPTION SCHEME

The Company has adopted and amended its share option scheme
(the ”Share Option Scheme”) on 29 May 2003 and 7 December 2009
respectively to provide incentives to the employees, including any
executive and 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 and 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 share options to
subscribe for the Company’s shares subject to the terms and conditions
stipulated therein. Unless otherwise cancelled or amended, the Share

Option Scheme will remain in force for ten years.

The total number of shares which may be issued upon exercise of all
share 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 shareholders of the Company
after the adoption of the Share Option Scheme on 29 May 2003; or (ii)
30% of the issued share capital of the Company from time to time. No
share 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 2010, the number of shares available for issue,
save for those granted but yet to be exercised, under the Share Option
Scheme is 96,264,238, representing approximately 5.9% 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 share 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.

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.

The offer of a grant of share options may be accepted within 28 days
from the date of offer, upon payment of a nominal consideration of
HK$1 in total by the grantee.

Share options do not confer rights on the holders to dividends or to vote
at shareholders’ meetings.
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On 27 January 2010, 67,525,000 share options were granted under the R - =

—EE-AZ+LH REBRESES

Share Option Scheme to the executive directors and certain employees  ZNEE#H1T& 5 & E FE 8 5% H67,525,00015 I 1%

of the Group at an exercise price of HK$6.19 per share as follows: - TEEASRE19E T FIBWT
Number of share options Exercisable period
BREHE T
Mr Chen Ying-Chieh 16,000,000
RERFTE 15% on each of the five anniversary dates
Mr Chen Hsien Min 12,000,000 from 27 January 2010 and 25% subject to
Executive directors | BB R 5t 4 performance targets to be determined
HITEE Mr Chang Chih-Kai 6,500,000 H-E—ZF—A-+tHRRERAFA
REI L E GERITEEI5% @ AR25% AR TG TEE
Mr Chang Chih-Chiao 5,500,000 ZRELBRME
REFLE
Mr Chen Yi Hsun 4,000,000
(An associate of
Mr Chen Hsien Min)
PR 16 B 5 A
(RER%EZ
9!‘%/\:’:)
Ms Chang Wan Hsun 4,000,000 20% on each of the five anniversary dates
(An associate of from 27 January 2010
Mr Chang Chih-Kai and M- —TF A+ tABHAERAFTH
Mr Chang Chih-Chiao) HFEA{T{F20%
SRPIAN 2+
(%E*“f)lf‘ﬁi%&
RESEEZ
Employees HEAT)
ES Other employees 14,525,000
HiES
— 12% on each of the five anniversary dates
from 27 January 2010 and 40% subject to
performance targets to be determined
- HZEEF-AZt+tHEHAEASF
HEERITE12% - HER40%BRT KT
Other employees £ 000000 BECRBRBEEME
HitEE T — 3,000,000 share options will vest fully at
the time of termination of employments
by the Group prior to 20 January 2015
- WAREER -_ZE-—AF—F_-_+HNR
Hq 3,000,00017 & A i i i H By 2 815
During the six months ended 30 June 2010, no share options were REZE-_FT—ZTFA=+HILNEARN - #FEE
exercised, lapsed or cancelled under the Share Option Scheme. Hx%ﬁ{}fﬁ@%ﬁx%ﬁ%?&ﬁﬁ C RS e

=
o%“

Subsequent to 30 June 2010, the Company granted an aggregate
of 2,100,000 share options on 22 July 2010 to at an exercise price £
of HK$7.61 per share to certain employees under the Share Option 2,1
Scheme. The share options will vest on each of the three anniversary — #

dates from the date of grant.
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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 fully complied with the required standard
as set out in the Model Code during the six months ended 30 June
2010.

AUDIT COMMITTEE

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

NOMINATION COMMITTEE

The Nomination Committee comprises the three independent non-
executive directors, one non-executive director and one executive
director 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, 25 August 2010
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