[ 4

DAPHNE INTERNATIONAL HOLDINGS LIMITED (Stockcode:210)
E X R BoE K B B 2 8 \EzZEsE210




H &k

Corporate Information

7 p) ‘
E 2w &R 2

@ Financial and Operational Highlights

: Management Discussion and Analysis

=2N) Er YT 7

U Condensed Consolidated Profit and Loss Account
L ERE g 12
Condensed Consolidated Statement of Comprehensive Income
] W) 4 A A R R 13
Condensed Consolidated Balance Sheet
B 45 B E AR 14
Condensed Consolidated Statement of Changes in Equity
A W 4% & B 3 52 B % 15
Condensed Consolidated Cash Flow Statement
B aBReREE 17
Notes to the Condensed Consolidated Interim Financial Information
8 W &5 5 i 300 B 5 R R 18
Supplementary Information
#ili 75 & B 29
1 Interim Report 2011

S L



CORPORATE INFORMATION
BOARD OF DIRECTORS

Executive Directors

Mr Chen Ying-Chieh (Chairman and Chief Executive Officer)
(appointed as Chief Executive Officer on 27 January 2011)

Mr Chen Hsien Min (Managing Director)
(re-designated as Non-executive Director and
Vice—Chairman on 27 January 2011)

Mr Chang Chih-Kai

Mr Chang Chih-Chiao

Non-Executive Directors

Mr Chen Hsien Min (Vice-chairman)
(appointed on 27 January 2011)

Mr Kim Jin-Goon (appointed on 13 April 2011)

Ms Ma Xuezheng (resigned on 13 April 2011)

Independent Non-Executive Directors
Mr Hsiao Hsi-Ming

Mr Huang Shun-Tsai

Mr Kuo Jung-Cheng

Alternate Directors

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

(resigned on 13 April 2011)

Mr Lau Wai Kei, Ricky (Alternate Director to Mr Kim Jin-Goon)

(appointed on 13 April 2011)

AUDIT COMMITTEE

Mr Hsiao Hsi-Ming (Chairman)

Mr Huang Shun-Tsai

Mr Kuo Jung-Cheng

Mr Kim Jin-Goon (appointed on 13 April 2011)
Ms Ma Xuezheng (resigned on 13 April 2011)

REMUNERATION COMMITTEE

Mr Kuo Jung-Cheng (Chairman)

Mr Chen Hsien Min

Mr Hsiao Hsi-Ming

Mr Huang Shun-Tsai

Mr Kim Jin-Goon (appointed on 13 April 2011)
Ms Ma Xuezheng (resigned on 13 April 2011)

NOMINATION COMMITTEE

Mr Huang Shun-Tsai (Chairman)

Mr Chen Ying-Chieh

Mr Hsiao Hsi-Ming

Mr Kuo Jung-Cheng

Mr Kim Jin-Goon (appointed on 13 April 2011)
Ms Ma Xuezheng (resigned on 13 April 2011)

Daphne International Holdings Limited

FEaE S Y S i € B /A

2 7R R

EHEE
AT H
BN (L H AT B A )
(A =F——HF—H _+Lt HERELITERER)
BRBE R SEE (EHF AL
(W =F——F At LR
TE AT SR E )
A A
R L
FEPATH F
BB RSB (AT

(R —F——HF—H -t EHEZET)
GE2RLE R F——FNH+=H#ERT)
R+ O = F ——4F M A+ = H#HE)

B E AT E S
R B SE AR
B S
FBAAR ST

HiEEF

SRR NE (BT L L2 HLEF)
OR = F——4F M A + = H &HE)

PUBSLE (2 B AH LA BT #HH)
(A =& ——4F M H + = H#EEE)

EHREHT

R BISEE ()

oy LV pta

AR SEE

EBELE (R F——FMNA+=H#EERE)
R+ O = F ——4F M A+ = H#HE)

BMEZHE

AW ()

BRE R

L ELb S

i IE B SR

SEHLE R =F ——FNH + = %ZT)
BEAE L+ O =% ——4F A+ = H &)

RUZHT

I SE e ()

[ REL R

AR

SERLE (R F——FMH+=H#ERL)
S RAE L+ O = F ——4F M A + = H #HE)



COMPANY SECRETARY
Ms Chan Oi Chu

AUTHORISED REPRESENTATIVES

Mr Chen Hsien Min (resigned on 27 January 2011)
Mr Chen Ying-Chieh (appointed on 27 January 2011)
Ms Chan Oi Chu

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 County

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

First Sino Bank

Hang Seng Bank Limited

Industrial and Commercial Bank of China
Standard Chartered Bank (Hong Kong) Limited
The Bank of Tokyo-Mitsubishi UFJ, Limited

CORPORATE WEBSITES
http://www.daphneholdings.com

http://www.daphne.com.cn

NS
R 2k fc

BRI E

BRE R EA R = F ——%F—H =+t HE)
B R —F—— A+ LI EZRD)

BRETR L+

GRS

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HWFEEBEWME
FWs IR

+ 5t 4 H119-20%%

W5 LR B 17

ERE 1 (852) 2367 9021
B : (852) 23113170

(=g g b

e

RGiL

i A

18 7 -/ 53908 5%
B (86) 21 3976 2468
HEL 1 (86) 21 5975 2698

Ji 1y 38 5 %5 R R
LR B A PR
A itk

5 JE KIE 285

G sl P 0261

e % i
AR T% Rl K 78 B w2 B
R

FEARMT
PR RS SEER AT

A R R R AT A AT BR 4
HE— AT

H A SRAT A BRA A

P LR AR AT
BITERAT (F i) 7 IRAF
= ZE WL UFIERTT

2 ) A8 hik
http://www.daphneholdings.com
http://www.daphne.com.cn

Interim Report 2011
S A



FINANCIAL AND OPERATIONAL
HIGHLIGHTS

FINANCIAL PERFORMANCE

VA B B A i

i o R Bl

For the six months ended 30 June

BEAH=THILAMWA

2011 2010
i e e S
Turnover (HK$’ million) B (HEET) 3,939.3 3,183.1
Gross profit (HK$’ million) EH (A EEBIL) 2,412.4 1,813.4
Gross profit margin (%) B2 (%) 61.2 57.0
Operating profit (HK$* million) (Note 1) Rgmp (a st (sED 630.2 479.0
Operating profit margin (%) BE B (%) 16.0 15.0
Profit attributable to owners of the Company EN/NEIE PN R
(HK$’ million) (A #EHIn) 440.2 190.0
Net profit margin (%) A (%) 11.2 6.0
Basic earnings per share (HK cents) B B A R (S A 26.88 11.60
Interim dividend per share (HK cents) iR (sl 8.0 6.0

KEY FINANCIAL INDICATORS

ERMBHRE

For the six months ended 30 June

BEAH=THILAMWA

2011 2010
SE SRR
Average inventory turnover (days) (Note 2) R F BB (H) (BFEE2) 149 120
Average debtors turnover (days) (Note 3) ST 349 JE i R R T (H) (B E3) 11 11
Average creditors turnover (days) (Note 4) 24 AT R HCE E (H) (B ak4) 71 77
Cash conversion cycle (days) (Note 5) BRI KB (H) (BfgES) 89 54
Capital expenditure (HK$’ million) (Note 6) & AP 3 (F & oT) (K 3koe) 146.1 104.4
Effective tax rate (%) (Note 7) TR R (%) (HE7) 27.4 27.2
As at
7
30 June 31 December
2011 2010
R4 “E T
AR=Z+H  +ZH=+—H
Cash and bank balances B4 T RAT BR AR

(HK$’ million) (Note 8) (A AT (FfEEs) 2,139.6 2,059.7
Bank loan (HK$’ million) SRATE N (HEWET) 7.4 11.3
Convertible bonds (HK$ million) RIS (A D) 580.3 556.6

Equity attributable to owners of the Company  A<2% 7] ¥ A A BEAS 1 45
(HK$’ million) (A & #T) 3,548.8 3,124.3
Current ratio (times) (Note 9) B B E S () (KFRE9) 3.10 3.38
Net gearing ratio (%) (Note 10) A& (%) (K EE10) Net cashiF# Bl & Net cashiF 3 42

Daphne International Holdings Limited
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Notes:

10.

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.

Capital expenditure comprises acquisition of land use rights and
fixed assets and cash expenditure on license rights.

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 and bank
deposit with maturity over three months.

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 loan and convertible bonds, less total cash and bank
balances) divided by equity attributable to owners of the Company as
at the relevant period end.
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Turnover Contribution Analysis for the six months ended 30 June

BREEEMANBREASA=THIEAMA

2011 2010
Core Brands Other Brands OEM Business
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

Core Brand Business

The retail markets along with consumer sentiment in the regions within
which the Group operates experienced robust recovery, improving
continuously during the period under review. Accordingly, the Group
continued to expand its retail network for its core brands to capitalise
on the immense opportunities presented in these markets. Contributing
88% (2010: 86%) to the Group’s turnover for the six months ended
30 June 2011, core brand business continued to perform exceeding
expectation. Turnover increased by 27% to HK$3,477.8 million, gross
margin and operating margin also grew by 2.5 and 1.0 percentage

points respectively.

The Group’s core brand business, covering the renowned brands
of “Daphne” and “Shoebox” operated in Mainland China with an
extensive distribution network, continued to play the market leader.
At the beginning of 2011, the Group experienced inventory shortage
for the winter season and sales performance was adversely affected.
The Group rectified the stock-out by enhancing inventory management
so as to improve sales performance in spring and summer seasons
significantly. As at 30 June 2011, The Group had 4,169 (31 December
2010: 3,918) directly-managed points-of-sale and 1,027 (31 December

2010: 984) franchised outlets for its core brand business.

Attributable to a stable inventory of product supply, enhanced product
designs and diversified product portfolio, the Group successfully
instigated strong growth momentum and reported better-than-expected
same-store-sales growth of approximately 17% (2010: 4%) in the first
half of the year. Despite keen market competition, high inflation and
surging operating costs, the Group’s core brand business managed an

increase of approximately 3% in products’ average selling price.

The Group launched the “Brand Rejuvenation” campaign for
“Daphne” in the last quarter of 2010, which was proven to be
successful in its sales volume increase. Furthermore, to elevate the
market position of the brand, the Group introduced an enhanced
product portfolio with higher quality, which has earned the
appreciation of customers and enabled the Group to enlarge its
market share in the country. As for the mass-market label, “Shoebox”
successfully penetrated into new markets and also entrenched

locations where “Daphne” already has a strong presence.

PR e K 23 M

EX AT

% oo Vil L2 S

S S ) SES ST AE M ) Z B T R A R R T
W9 BRFr o 58 > (A 42 [ BB A AR TT A% Lo o RELI B
B DIRBE TS RER IR - 2 2% ——1F
ANHAZA B IR > %0 527 % 51 S T
W ER AR R BL > (G A SR I A S IN88 % (L —
T 86%) R L F27%%23,477.8 0 Wik oG
B 3 R R B R 2R T30 2.5 K 1.0 7 43 2

AR AR [ Y AZ o i R SE TS ARG A o B R o A 1 3 4
R TR e | R TR ] o MR B M EN S AL -
B T G S e B o A T —— AR AR
i R T R AR B B AR B > A A [ Ik B
PRI REI (T FE W EE KRN E
SFE - AENH T H S AREE O SR
A4169MH (ZF —F4HE+_H =1+—H :3,918f)
HEEER RL027M (E-FFE+ =+ —
H o o84/f) Jin W &1 65 2 -

IBFETRE MBI ~ SRR T & 2 Tl B
A AL EB IR T > W58 E RN A
M ERAE AR AR TR R 17% (Z
T HA  A%) o MR TR TG T R
o A DA AR AR B TERO R AR R > AR B AL i
it SEHE 1Y E ik T 2 8 B BRI #03% -

AL F - F AR AT [ 08 ) b i A
FEH > BT [ SR I B A B R o AN S JiR
Thih R 0L > A A SRR E AL A BR T
WA R P B i B EAh o AN G A SR W R T
AE P P 3 T35 05 AT R o TR A AL it R T EAR ) O
I > RIS BT > (AR I E [ 5808 ) L Sr
SR A 45 B 1) M [ 5 S B o

Interim Report 2011
S A



Other Brand Business

Other brand business mainly comprised mid- to high- end self-owned
and licensed brands (i.e., “AEE”, “Ameda”, “dulala”, “ALDO”,
“Aerosoles”, “Sofft” and “Jessica Simpson”) operated in Mainland
China, Taiwan and Hong Kong and also fashion brand “Despina”
operated in Mainland China. The segment contributed approximately
6% (2010: 5%) of the Group’s turnover for the period. As at 30 June
2011, the Group had 356 (31 December 2010: 297) points-of-sale for

its other brand business.

Subsequent to the integration of the acquired Full Pearl’s business
with the existing operation, the Group’s brand portfolio was enriched,
possessing different brands targeting various demographics of
customers. In 2011, the Group dedicated to continuously harmonising
the operational efficiency and expanding the sales network of the mid-

to high- end segment.

Upon escalating marketing initiatives and expansion of points-of-sale,
the economy of scale is expected to become effective in due course.
The Group will continue to allocate resources in brands and sales

network development in the region.

Manufacturing Business

The Group’s manufacturing business during the period under review,
shifted production space to produce the Group’s core brand products.
The inter-segment revenue contributed 63% (2010: 50%) to the total
segment revenue. The Group is cautious about the manufacturing
business environment and the industry competition. It strives to
optimise the utilisation of production capacity for core brand products
and OEM products.

Results Performance

For the six months ended 30 June 2011, the Group’s turnover increased
by 24% to HK$3,939.3 million (2010: HK$3,183.1 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 32% to
HK$630.2 million (2010: HK$479.0 million). Profit attributable to
owners of the Company was HK$440.2 million (2010: HK$190.0
million) and basic earnings per share was HK26.88 cents (2010:
HK11.60 cents).
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An analysis of business performance by reportable segments is as

] By H B > 2 B R B TR

follows:
Manufacturing
Brand Business Business
IR R
Core Brands Other Brands
ol i R JoAt h hg
For the six months ended 30 June
BEAA=THIEAEA

HKS$" million 2011 2010 2011 2010 2011 2010
H#EET R SR 2B ZE-%F R % ZZ-%F
Revenue from external customers £ 9% 7 Uit 4 3,465.0 2,741.6 239.0 152.6 235.3 288.8
Inter-segment revenue vatialiEn 128 0.2 - - 409.3 284.6
Total segment revenue I3 bl g AR 3,471.8 2,741.8 239.0 152.6 644.6 573.4
Segment gross profit AHER 2,171.9 1,644.2 148.4 67.0 96.2 95.9
Segment operating profit/(loss) NHEEER/ UER) 683.3 5113 (30.3) (30.5) 429 375

During the period under review, total revenue from external customers
of the brand business amounted to HK$3,704.0 million (2010:
HK$2,894.2 million), representing an increase of 28% compared to the
same period last year. Meanwhile, revenue from OEM customers went
down by 19% to HK$235.3 million (2010: HK$288.8 million) for the
first half of 2011.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2011, the Group had cash and bank balances, comprising
cash and cash equivalents and bank deposits with maturity over
three months, totalling HK$2,139.6 million (31 December 2010:
HK$2,059.7 million) denominated mainly in Renminbi, US dollars,

Hong Kong dollars and New Taiwan dollars.

WA s 2 B A0 R 2 1Y R SE B IR £53,704.0 T
HEIT (A 12,8942 F B T) > HK 4 [E )
EF28% o W - A 3 IR R EHE P A
AR A R AR N R 199 22353 8 o (L
T—FAF 1 288.8 H @ L) -

W E——FRNH =T H o AREE B4 R RATE
F CELHG B4 1 B4 SR (B W Je A7 O i = A 2
SRATAE R 52,139.6 0 @l 6 (ZF—F4HE A
=1+ —H 2,059.7H &#or) o EE AR £
I~ WU MO B W B R -
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The net increase of HK$79.9 million (2010: HK$475.7 million) is

analysed as follows:

B4 T SRAT 45 BRIF I N 79.9 7 B T (B — A
A75.7H EW ) BTN -

For the six months ended 30 June

BEAH=THILARA

2011 2010

SR CF A

HKS$’ million HKS$’ million

HEET [ER- 39w

Net cash generated from operating activities T W 7 A B A IR AR 294.3 713.4

Proceeds from disposal of fixed assets ﬁ B I8 E & 7 T KE 0.7 3.8
Capital expenditure E AR B S (146.1) (104.4)
Net dividend paid O AT BB i (102.0) (85.0)
Repayment of bank loan fE R ERAT B 3K 4.0) (33.7)

Net cash flow used in acquisition of A R o Jog > ) B HoAth 4 2

subsidiaries and other investments [EiE (15.3) (32.3)
Net interest received/(paid) el () FE 5 5E 17.0 (0.6)

Effect of exchange rate changes AR 56, 4t 28 58 W) 2 5 %5 35.3 14.5

79.9 475.7

As at 30 June 2011, unutilised banking facilities amounted to
HK$183.6 million (31 December 2010: HK$214.9 million). The
Group’s current ratio was 3.10 as at 30 June 2011, versus 3.38 as at
31 December 2010. The Group has sufficient resources currently to

support expansion and development of business in future.

To maximise the return on liquid resources, during the period, the
Group placed a number of principal-guaranteed structured deposits
with registered banks in Mainland China. The interest income earned
for the period was HK$27.4 million, higher than that of last year the
same period of HK$9.7 million.

As at 30 June 2011, the Group’s net gearing, calculated on the basis
of net debt (being total bank loan and convertible bonds less total cash
and bank balances) over shareholders’ equity, was in a net cash (31
December 2010: net cash). The bank loan was at floating rates during

the period under review.

Foreign Exchange Risk Management

The Group did not engage in any foreign exchange derivatives during
the period under review (2010: nil). Management closely monitors the
market situation and may consider tools to manage foreign exchange

risk whenever necessary.
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Significant Capital Investments

During the period, the Group incurred capital expenditure of
HK$146.1 million (2010: HK$104.4 million) mainly for retail network
expansion and renovation, purchase and construction of premises,

warehouses and offices in Mainland China.

Pledge of Assets
As at 30 June 2011 and 31 December 2010, the Group had no pledge of
assets and the bank loan was unsecured.

Contingent Liabilities
As at 30 June 2011 and 31 December 2010, the Group had no
significant contingent liabilities.

Human Resources

As at 30 June 2011, the Group had over 25,000 employees (31
December 2010: 23,000) in Mainland China, Hong Kong, Taiwan and
Korea. Employee and directors’ expenditure, including share-based
payment expense of HK$21.8 million (2010: HK$26.5 million), for the
period under review was HK$543.1 million (2010: HK$388.9 million).
The Group values its human resources and recognises the importance
of retaining high calibre employees. Remuneration packages are
generally structured with reference to market conditions and terms as
well as individual qualifications. The Group also provides mandatory
provident funds schemes, medical insurance, staff purchase discounts

and training programmes to employees.

PROSPECTS

The Group will uphold the “Daphne” brand rejuvenation program with
the introduction of more higher-quality products with competitive
prices, in order to attract greater volume of customer traffic. As for
the “Shoebox” label, its marketing initiatives to drive sustainable
development of the brand will persist in the year ahead. Recognising
the experience gained last year, the Group will monitor the latest
market trend closely, enhance its product mix and improve stock
management measures. All of these will further stimulate sales growth

for core brand business.

In the other brand business front, the Group will continue to adopt
a multi-brand strategy and introduce products across various price
spectrums to match the spending preferences of customers. To this
end, the Group will introduce the upscale brand, “ALDO”, to the China

market in the coming half year.

To conclude, both the Group’s presence and recognition of its brands
in the country have grown significantly over last year. Supported
by continued sales network development in China coupled with
appropriate strategies, the Group is confident and optimistic about its

future business prospects.
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CONDENSED CONSOLIDATED PROFIT AND

LOSS ACCOUNT

FOR THE SIX MONTHS ENDED 30 JUNE 2011

W 4 5 HR R

WE T ——FAA =T HIEAMEA

Unaudited
Pt
Six months ended 30 June
BEAA=ZTHILAMA

2011 2010
R ZF-FF
Note HK$’ 000 HK$’ 000
Bt 5T T#0 T T
Turnover R 5 3,939,310 3,183,105
Cost of sales BB A (1,526,889)  (1,369,707)
Gross profit EH] 2,412,421 1,813,398
Other income HoAb g A 45,100 38,730
Other losses — net HoAth 5 18 — VF A (16,962) (11,303)
Selling and distribution expenses BB T S BH X (1,547,377) (1,145,368)
General and administrative expenses — & B AT BB 32 (262,983) (216,493)
Fair value loss on derivative financial i A 4 Al T B 22 A FAE {E S 15
instrument — warrants — R B R - (136,359)
Finance costs W5 AR (23,027) (21,835)
Share of profit of an associated company JRE A — T 2 R R 297 255
Profit before income tax ok BT 45 B4 i 82 ) 607,469 321,025
Income tax expense I 1580 B 5 (166,572) (124,483)
Profit for the period LUNA PR 440,897 196,542
Attributable to: DL 4% EAS
Owners of the Company EN/NEIE! ZS DN 440,232 190,038
Non-controlling interests FE FE i) P A 665 6,504
440,897 196,542
Earnings per share g i 28 A 8
Basic (HK cents) B (A 26.88 11.60
Diluted (HK cents) e (A 24.81 11.28
Interim dividend w3 S 9 131,031 98,274
Daphne International Holdings Limited 12
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CONDENSED CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2011

1 WA o 5 2 i WG R

WE T ——FAA =T HIEAMEA

Unaudited
Pt
Six months ended 30 June
BEAA=Z=THILAMA

2011 2010

R

HK$’ 000 HK$’ 000

T#T THE T

Profit for the period HA A2 440,897 196,542

Currency translation differences W b = AR 62,954 17,387

Total comprehensive income for the period P 4 T K A AR 503,851 213,929
Attributable to: DL & 7 EAG

Owners of the Company KAFHA N 500,858 207,404

Non-controlling interests TE 4 1) M HE A 2,993 6,525

503,851 213,929
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CONDENSED CONSOLIDATED BALANCE £ BH %% 5 #
SHEET
AS AT 30 JUNE 2011 o EFE——4FENH=1TH
Unaudited Audited
F3 %273 REY
30 June 31 December
2011 2010
—“F-—8 E-%F
ARAZ+HH 2 A=+—H
Note HK$’ 000 HK$’ 000
i &1 T#t T T
Non-current assets I i mh
Intangible assets G 10 130,956 129,889
Land use rights b P 11 50,723 50,336
Fixed assets EHE 11 785,940 710,850
Interest in an associated company Jo— [ 8 ) 2 e 3,197 3,338
Available-for-sale financial assets T S RVEE 61,496 63,183
Long-term rental deposits and prepayments 1= H9FA 4 4 4 B AT BOH 135,829 109,294
Deferred income tax assets PRI I 15l 70,015 56,388
1,238,156 1,123,278
Current assets T
Inventories ety 1,435,089 1,084,308
Trade receivables B 5 M W e 12 288,292 210,430
Other receivables, deposits and prepayments F A B R K 4 K LA SRR 724,490 571,360
Bank deposit with maturity over three months F 0 =0 7 2 AT 7K - 35,385
Cash and cash equivalents a5 EY 2,139,566 2,024,289
4,587,437 3,925,772
Current liabilities T B) £ A
Trade payables K 5 BEAT B K 13 722,097 577,949
Other payables and accrued charges LA R A5 S E R 513,117 371,957
Income tax payable JRE 890 15 B 238,972 199,295
Bank loan — unsecured SRAT R — A 14 7,379 11,281
1,481,565 1,160,482
Net current assets T G E 3,105,872 2,765,290
Total assets less current liabilities HEE E Y B 1 4,344,028 3,888,568
Financed by: BRI
Share capital Jie A 15 163,789 163,789
Reserves fitithe 3,385,040 2,960,543
Equity attributable to owners of the Company AN A N E A E 47 3,548,829 3,124,332
Non-controlling interests I 7 i o E 4 182,584 183,271
Total equity HUHE RS 3,731,413 3,307,603
Non-current liabilities T B & 1
Convertible bonds QEY e 16 580,316 556,622
License fee payables B ASH e R 08 4,039 3,460
Deferred income tax liabilities I AIE T 15 Bl A 12,158 5,171
Other non-current liabilities HAbIE i E) A 16,102 15,712
612,615 580,965
Total equity and non-current liabilities HHE £ S I o) £ £ 4,344,028 3,888,568

Daphne International Holdings Limited
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CONDENSED CONSOLIDATED STATEMENT 18 W 47 5 WE 45 58 B 3R
OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2011 BEFE——FEANA=ZTHIEARMEA
Unaudited
f5 517
Attributable to ovners of the Company
FARBENER
Capital Convertible ~ Warrants ~ Share-based
Share Share redemption  Capital bondscapitel ~capifl  payment Tramslafn  Merger  Statutory  Refained Non-controlling ~~ Total
capital  premim  reserve  reserve  reserve  reserve  reserve  reserve  reseve  reserves  proffs Total  inferests  equity
WRfA
Bk ThikE  AREE  ERe

WhORBER BERE  WARE WARE  WARE  RARE  BARR  oURE  beRE  REEN GRG0
HES00  HESO00  HES'000  HES'000  HKS'00  HES'OM  HES'000  HES'000  HKS000  HKS'OM0  HES'000  HES'000  HKS00  HES'000
T H M fER TB TER B T T T tER tE TR0 T

Balance at 1 January 2011 30 S i

2R 163789 U305 188 () w08 30 S 269759 W B L1807 M3 18320 330603
Proft for the period Ak - - - - - - - - - S 1)) i g
Coency ranslaon diffeences WA EH - - - . - - R (1 . - S (T3 X/ S 51
Totalcomprehensive fncome et - - - - - - B (T4 - - R s 293 038l
Proft approriaions B - - - - - - - - S 1 ¥ - - -
Share of an associated Efi-H&&AT

company’s feserve itk - - - - - - - 112 - 12 (1) 11 - 1

Dividends [ - - - - - - - - - -8 o8 (3680 (101954)
Share-based payment expense WG AR ERK - - - - - - UMl - - - - UM -
Lapseofshareoptons RN - - - - - - (303) - - - 5 - - -
Totd tansctons vithowners R A5 - - - - - -oum 11 S LMY O (636 (80 (0D
Balance at 30 June 2011 REF-—FRAZTA

2hk 103789 U305 188 (97 608 I MET 3040 W B 2AmAs 3N88 183 3T
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CONDENSED CONSOLIDATED STATEMENT 185 WA 4% 5 WE 45 58 B 3%
OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2010 WE T -TEANH =+ HIEAMEA
Unaudited
Attributable to owners of the Company
RLAGEHNEL
Capital ~ Convertible ~ Share-based
Share Share  redemption  bondscapital ~ payment  Translation Merger — Statwtory  Retained Non-controlling Total
capital - premium Teserve TeServe eServe eSeIve Teserve TRSEIvVes profits Total  interests equity

ThE Wk

RE Br BERL
WE o OEBER  RERE  WARE  GERE  EERE  oRRE  MRRE  RERY i REHEEE Ak
HKSOW  HKSOWO  HKSO0  HKSO0  HKSO00  HKSO00  HKSOD  HKSOM  HKSOW  HKSON0  HKSO0  HKS'000
T TEL TR T T Tt T T T T TR TR

-

Balance at | January 2010 R_%Z-%E
iV 163,789 21505 1882 26,178 - 185,426 m 80561 1719235 2202898 39027 241925
Profit for the period BRER - - - - - - - - 190,038 190,038 6,504 196,542
Curtency transhtion diferences ~ EWER £ - - - - - 17,366 - - - 17,366 | 17387
Total comprehensive income ARNEAH - - - - - 17,366 - S 100088 2074 655 23909
Profit appropriations BAAR - - - - - - - 1,561 (1.361) - - -
Share of an associated FEif-HEs
company's feserve el - - . - - - - 6 63) - - -
Dividends ¥ - - - - - - - - (81,784) (81,784) (3,76) (85,546
Acquisiton o subsidiaries HEmEAA - - - - - - - - - T | VT
Share-based payment DR BAR
expense SERH - - - - 264% - - - - 264% )
Write-back of unclaimed BEARRRE
dividends - - - - - - - - | 1 - |
Total transactions withowners B A S0 4 - - . - 2649 - - 164 (B4 (58T 125849 70562
Balance at 30 June 2010 REE-ZERA=1H
Vaii 163,789 24,505 1882 20,178 2649% 202,792 m 8185 1825866 2355015 171401 2,526,416
Daphne International Holdings Limited 16
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CONDENSED CONSOLIDATED CASH FLOW BEEHERER

STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2011

WE T ——FAA =T HIEAMEA

Unaudited
3 %373
Six months ended 30 June

BEAH=THIEAMA

2011 2010

e

HK$’ 000 HK$’ 000

T#T THE T

Net cash generated from operating activities K T B I 45 35 4 1 294,328 713,386
Net cash used in investing activities & 5 B iy B A (97,982) (122,603)
Net cash used in financing activities Tl T B BT ) B & iR AR (116,321) (83,111)

Increase in cash and cash equivalents B4 T B 45 5 AR 1 80,025 507,672

Cash and cash equivalents at 1 January ARz 8 & KR E&EEY 2,024,289 1,544,851

Effect of foreign exchange rate changes [l 2 5 ) 5 %8¢ 35,252 14,552

Cash and cash equivalents at 30 June

MAA=ZFH2ZHE RHEE%EY 2,139,566 2,067,075

Analysis of balances of cash and cash equivalents:

Cash at banks and in hand

Deposits with banks within three months of maturity

B R Bl S E Y& BR A

SRAT M F B 4 626,817 587,475
A =M A LA Z
RATAE K 1,512,749 1,479,600

2,139,566 2,067,075
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NOTES TO THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

1

GENERAL INFORMATION

Daphne International Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) are principally engaged in the manufacturing and
distribution of footwear, apparel and accessories in China and export sales
with major market in the United States of America (the “US”).

The Company was incorporated in the Cayman Islands with limited liability
and its shares are listed on The Stock Exchange of Hong Kong Limited.
The address of its registered office is Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman Islands. This condensed
consolidated interim financial information is presented in Hong Kong dollar
(“HKD”), unless otherwise stated.

This condensed consolidated interim financial information for the six months
ended 30 June 2011 is unaudited and has been reviewed by the audit committee
of the Company and approved for issue by the Board of Directors on 18 August
2011.

BASIS OF PREPARATION

This condensed consolidated interim financial information has been prepared
in accordance with Hong Kong Accounting Standard (“HKAS”) 34, “Interim
Financial Reporting” and it should be read in conjunction with the annual
accounts for the year ended 31 December 2010, 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 2010.

In 2011, the Group has adopted the following new/revised HKFRSs that are

effective for accounting periods commencing on or after 1 January 2011:

HKAS 24 (Revised)
HKAS 32 (Amendment)

Related Party Disclosures

Financial Instruments: Presentation —
Classification of Rights Issues

First-time Adoption of HKFRSs — Limited
Exemption from Comparative HKFRS 7

HKFRS 1 (Amendment)
Disclosure for First-time Adopters
HK(IFRIC) — Int 14

(Amendment)
HK(FRIC) - Int 19

Prepayments of a Minimum Funding
Requirement

Extinguishing Financial Liabilities with
Equity Instruments

HKFRSs (Amendments) Improvements to HKFRSs 2010

Amendment to HKAS 34 “Interim Financial Reporting” is effective for annual
periods beginning on or after 1 January 2011. It emphasises the existing
disclosure principles in HKAS 34 and adds further guidance to illustrate how
to apply these principles. Greater emphasis has been placed on the disclosure
principles for significant events and transactions. Additional requirements
cover disclosure of changes to fair value measurement (if significant), and the
need to update relevant information from the most recent annual report. The

change in accounting policy only results in additional disclosures.

Daphne International Holdings Limited 18
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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.

HKFRS 1 (Amendment)

HKFRS 7 (Amendments)

HKFRS 9

HKFRS 10
HKFRS 11
HKFRS 12

Amendment to HKFRS 1 First-time
Adoption of HKFRSs — Severe
Hyperinflation and Removal of Fixed
Dates for First-time Adopters '

Financial Instruments: Disclosures —
Transfer of Financial Assets'

Financial Instruments *

Consolidated Financial Statements >

Joint Arrangements *

Disclosure of Interests in Other Entities 2

PRAN L SE BT RS T il B R 2 ) A A AR
B T I O 1 T S AR B IR D AR

EXINES ON 2= X

A [T A0 B AR AR T B B AE R AR A T

KGAG R 7 s B B i YR S o

W IIB R 18 (BT A

i UIB R THE (BT A

i B e S0
BRI 0%
F B R 15
BT RS R 125

VRS W RS 1 B B R
A MRS R 2 T -
BE BB BRI YR
HZETH

ERTH: HE-HYaMEE

%E@IE’
GhuERE

Aﬂtm

HEE N A Eie

HKFRS 13 Fair Value Measurement?

HKAS 1 (Amendments) Presentation of Items of Other
Comprehensive Income?

Deferred Tax: Recovery of Underlying
Assets*

Employee Benefits?

Separate Financial Statements >

Investments in Associates and Joint

HKAS 12 (Amendments)

HKAS 19 (Revised 2011)
HKAS 27 (Revised 2011)
HKAS 28 (Revised 2011)

Ventures ?

Effective for accounting periods beginning on or after 1 July 2011
Effective for accounting periods beginning on or after 1 January 2013
Effective for accounting periods beginning on or after 1 July 2012
Effective for accounting periods beginning on or after 1 January 2012

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 financial information but will have no significant impact on the Group’s
results and financial position.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: foreign
exchange risk, cash flow and fair value interest rate risk, credit risk and
liquidity risk. This condensed consolidated interim financial information does
not include all financial risk management information and disclosures required
in the annual accounts, and should be read in conjunction with the Group’s
annual accounts as at 31 December 2010.

There has been no material change in the Group’s management and policies on
financial risk and risk identified since 31 December 2010.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

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

In preparing this condensed consolidated interim financial information,
the significant judgements made by management in applying the Group’s
accounting policies and the key sources of estimation uncertainty were the
same as those that applied to the consolidated accounts for the year ended 31
December 2010.

As at 30 June 2011, the Group’s available-for-sale financial assets of
HK$61,496,000 (31 December 2010: HK$63,183,000) were measured by
level 3 of the fair value measurement hierarchy as defined in the consolidated
accounts for the year ended 31 December 2010. During the six months ended
30 June 2011, a fair value loss of HK$17,000,000 was recognised on an
available-for-sale financial asset upon assessment made by management.
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5 TURNOVER AND SEGMENT REPORTING
Turnover represented sales of footwear and accessories to external customers.
The chief operating decision-maker (“CODM?) has been identified as the
executive directors who assesses the performance of the business from a
business unit perspective, i.e. core brand business, other brand business
and manufacturing business and determines the three reportable segments
accordingly.

Brand business represents trading and distribution of footwear products and
accessories under “Daphne” and “Shoebox” brands in Mainland China (“Core
Brands”) and other self-owned and licensed brands in Greater China (“Other
Brands”). Manufacturing business represents manufacturing and sales of
footwear products under original-equipment manufacturing arrangements and
for distribution by brand business.

5 BBEWRA WY
B B 0 O RS R < S R
e BT O T - BB R T -

Al WSS B St S R AR S AR B MR A = ﬁl
A 2R ATHS o
s WL S5 4 7 e I O [ B O R o0 G [ SR | R [ A
st R (T AZ 0 it R 1) LA i K v 2l (o6 85 6 43 HLAth B
A7 it B AT i R S R (T At D) o
3 S5 A AR R TR AR A R B o A B R SEES 1Y 00 B
R I B R M -

Unaudited

AR B

For the six months ended 30 June 2011
BREZR-FEAA=ZTHIEAMA

Brand Business

il R B
Core Other Manufacturing Inter-segment

Brands Brands Business elimination Group

H > i Bt Al 5 R USCE 37 S S U E ] A 4R

HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000

T 0 T30 Tt Tt T30

Revenue from external customers HANE P AR 3,464,997 239,048 235,265 - 3,939,310
Inter-segment revenue 3 T P U A 12,838 - 409,286 (422,124) -
Total segment revenue A8y L 3,477,835 239,048 644,551 (422,124) 3,939,310
Segment results VidiIE 3 683,284 (30,267) 42,858 (3,264) 692,611
Amortisation of intangible assets TR G A (3,203)
Unallocated corporate income KAy A A 1,500
Unallocated corporate expenses R EAZER X (60,709)
Finance costs S A (23,027)
Share of profit of an associated company B A — T o 2 W) 28 ) 297
Profit before income tax o i 45 8 i 28 607,469
Amortisation of intangible assets 4 T 5 E A - 3,203 - - 3,203
Amortisation of land use rights < b {7 A S 292 - 520 - 812
Depreciation of fixed assets [Ei] 7 AT B 64,614 6,405 7,427 - 78,446
Capital expenditure AR X 119,704 11,072 15,371 - 146,147

Unaudited and restated
A8 B B A8 B
For the six months ended 30 June 2010
BEZZ-ZEAA=ZTHILAWA
Brand Business
il L 3
Core Other Manufacturing Inter-segment

Brands Brands Business elimination Group

i > i Al b e BUERT o IR ALH

HKS$’ 000 HKS$’ 000 HKS$’ 000 HKS$’ 000 HKS’ 000

T T T T T T T 7T

Revenue from external customers HAME P g 2,741,647 152,615 288,843 - 3,183,105
Inter-segment revenue 3 s T i 207 - 284,613 (284,820) -
Total segment revenue 484y £ 2,741,854 152,615 573,456 (284,820) 3,183,105
Segment results PaiE ¥ 511,252 (30,511) 37.495 6,228 524,464
Amortisation of intangible assets TV W B Y (3,346)
Unallocated corporate income For AU A 1,586
Unallocated corporate expenses A I3 e A HE B 5 (43,740)

Fair value loss on derivative financial T A 4 T HA P E
instrument — warrants i 18 — R (136,359)
Finance costs TS A (21,835)
Share of profit of an associated company JRE A — T Mg 5 2 W 28 255
Profit before income tax 53 e 5 i iy 222 1| 321,025
Amortisation of intangible assets TV W B Y - 3,346 - - 3,346
Amortisation of land use rights b 1 48 362 - 186 - 548
Depreciation of fixed assets T 43,809 4,620 8,580 - 57,009
Capital expenditure GBS 81,526 855 21,971 - 104,352
Daphne International Holdings Limited 20
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Unaudited
E3 23
As at 30 June 2011
HoE-—4EANXA=1H

Brand Business

il R S s
Core Other Manufacturing
Brands Brands Business Group
T i R oAb 5 R A SR A 4 W
HK$’ 000 HK$’ 000 HK$’ 000 HKS$’ 000
Tl Tt T T o
Segment assets G E 4,539,774 474,985 542,765 5,557,524
Goodwill R 15,079 953 - 16,032
Other intangible assets Hh fwTE & - 114,924 - 114,924
4,554,853 590,862 542,765 5,688,480
Interest in an associated company i — TR W8 2 W) 2 HE 4R 3,197
Available-for-sale financial assets A A R 61,496
Deferred income tax assets 9 AL BT A B G 70,015
Unallocated corporate assets 5y Wi A 2 2,405
Total assets K E 5,825,593
Segment liabilities 43 ¥ A 986,067 155,515 319,792 1,461,374
Deferred income tax liabilities 1 2 FiF 15 B B 1 12,158
Convertible bonds CIECY 3¢ 580,316
Unallocated corporate liabilities o oA 25 Al 40,332
Total liabilities A 2,094,180
Audited and restated
B B R R T
As at 31 December 2010
R -FE T A=1T—H
Brand Business
il S
Core Other Manufacturing
Brands Brands Business Group
T i R FeAlb 5 R S SR A 45
HK$’ 000 HKS$’ 000 HK$’ 000 HK$’ 000
T T T#IT TH#T T#IT
Segment assets I3 E 3,733,052 477,137 582,296 4,792,485
Goodwill [k 15,079 933 - 16,012
Other intangible assets HoAth B — 113,877 - 113,877
3,748,131 591,947 582,296 4,922,374
Interest in an associated company i — W A W 2 RE A 3,338
Available-for-sale financial assets A B A Rl 63,183
Deferred income tax assets I 2 T £ B0 56,388
Unallocated corporate assets oy e A 2 3,767
Total assets HUG R 5,049,050
Segment liabilities Iy B 780,467 86,868 272,958 1,140,293
Deferred income tax liabilities 1 2 FiF 15 B B i 5,171
Convertible bonds QEYidEes 556,622
Unallocated corporate liabilities o3 e A 3 B 6 39,361
Total liabilities A 1,741,447
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The CODM assesses 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,
including management fee, rental and utilities were allocated among
individual segments based on estimated consumption. During the period, to
better reflect management’s perspective on segment information, the directors
have redefined the brand business operating segment such that only core
brands and other brands are reported. The comparative figures have been
restated to conform with the current period’s presentation.

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, Taiwan and Hong Kong and revenue from
external customers of manufacturing business is mainly derived from the US.
None of the customers accounted for 10% or more of the total turnover of the
Group during both six months ended 30 June 2011 and 30 June 2010.

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

EEAUEPORE SRR ERFLE - BUE AT SR T AT
AT S (B A i s e SRR 0 20 R R o AR E A A
EOTRIRE - BT AELWH T (BFHEENEE - He
Fe K FEBASE) T MR (T B4 2% 20 B [ 20 BiE o A AR
RN >y o R S A B ) B 2 B -
O A i M SE B A 8 > R IR O il AR
il L o PO T N O AS o 91 LA B AR B 2 R4 — 3 e

G T A T 4 B R S B e 2 KRBT o S T
ZEANE P A EEIR G P KR - AR - TR
RN EF I FER A ER  EE 4
AHEZFTA R -FE-FEANH=ZTHIEARA - MR
A AR AR B A 2R 10% 8 D) | o

A SR [ 2 IR VAL (AT < A IR A T S B
R A1) ZEFEAL A v B K BE o

6  PROFIT BEFORE INCOME TAX 6 BRI BLHT & A
Profit before income tax is stated after charging the following: 53 i A5 B0 1 2 A 2 0 BR R 51 45 E -
Six months ended 30 June
BEAA=ZTHIEAMWA
2011 2010
ZE 4 e Sl a8
HK$’ 000 HK$’ 000
T#n TH#C
Amortisation of land use rights Tt {7 7D S8 812 548
Amortisation of license rights R O )RR 5 1,356 1,771
Amortisation of trademarks P 48 6 1,847 1,575
Cost of inventories sold (including provision OB A7 B A (f 45 i 89 17 &
for slow-moving inventories of HK$15,084,000 £ 4#i15,084,000%% 7T
(2010: HK$18,607,000)) (— 4 : 18,607,0004 7)) 1,305,022 1,197,575
Depreciation of fixed assets JE T 78,446 57,009
Employee benefits expense (including directors’ fE B A R B 32 (6456 3 g <6 B DA i oy
emoluments and share-based payment expense) T TR 22 FRIE B %) 543,069 388,941
Fair value loss on an available-for-sale financial asset A 8 4 @l & 2 2\ 118 {H 5 15 17,000 -
Loss on disposal of fixed assets O 2 R 5,160 8,871
7  INCOME TAX EXPENSE 7 iR
Six months ended 30 June
BEAA=ZTHIEAMEA
2011 2010
R R AR
HKS$’ 000 HK$’ 000
T# T
Current tax 1 B T 172,193 128,366
Deferred tax HIE SiE i T (5,621) (3,883)
166,572 124,483
Hong Kong profits tax has been provided at the rate of 16.5% on the estimated WA FEBEAERERE —FZ——F A =+THIEA
assessable profit for the six months ended 30 June 2011. No provision for B H Z Al 5t REREBL 2R 2 16.5% T 5« Hh iR A% 4 3306 48
Hong Kong profits tax has been made in the accounts for the six months ended TE A Wb AR AT AT ERR BL 2R > HOR B 2 =R — AR
30 June 2010 as the Group does not have any assessable profit arising in Hong AZ+HIESEA > 06 8 AR B AR b 7 s )45 B 15
Kong. Income tax on profits arising outside Hong Kong has been calculated B o AW LAS b IR A 2 B R BT AR - TOARSEEE
on the estimated assessable profit for the six months ended 30 June 2011 at F——FANA=THIEAMA Z A5 ERBA A A
the rates of taxation prevailing in the countries/places in which the Group S A R TR M 7 2 0 B R EL
operates.
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Provision for the China corporate income tax was calculated based on statutory
tax rate of 25% (2010: 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. The Group
determined that no deferred withholding tax liabilities shall be recognised
in respect of the profits of certain PRC subsidiaries for the six months ended
30 June 2011 since the Group plans to utilise such profits in the PRC and
has no plan to distribute such profits in the foreseeable future. As at 30
June 2011, temporary differences relating to the undistributed profits on
the Group’s subsidiaries in Mainland China amounted to approximately
HK$1,756,469,000 (31 December 2010: HK$1,486,648,000) with deferred
income tax liabilities of approximately HK$87,823,000 (31 December 2010:
HK$74,332,000) not being recognised in respect of the tax that would be
payable on the distribution of these retained profits.

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 owners of the Company of HK$440,232,000 (2010:
HK$190,038,000) and 1,637,892,384 (2010: 1,637,892,384) ordinary shares
in issue throughout the six months ended 30 June 2011.

The calculation of diluted earnings per share is based on the adjusted
profit attributable to owners of the Company of HK$462,449,000 (2010:
HK$210,480,000) and the adjusted weighted average number of ordinary
shares of 1,863,925,685 (2010: 1,865,743,770) after taking into consideration
of dilutive effect resulted from conversion of the convertible bonds and
exercise of share options and warrants.

r I A S T A5 BT A 4 R A5 BB 00 IE B A
FE vk B R25% (K —FA4F 1 25%) sHoL s AL
A E oK P i 2 3 T B S R AR A TR
TEHR G B T LA S TR 2 G o U S R £ 2 T £ o
Koo [RUL - LSRG A 7 2 P B A 2E T A B 2 R RE AL
S5 IE R S SRR AR A o

HRAE o B A 2 T A B T8 - A ¥ e T T 2 A 1
AR A T B K [ ST 2 A A A S T A 2 I 2R R
SBZ BLRBANEMB - AEER L > BHE X ——14F
ANH A H RS SR 1 B 4 ) 2 8 R
R AL FE TR TE A o DA SR S v 0 % A R
FI > 1 7 A T E A W] AR 2 AR o A S FE——AES
F = H o A7 B A A [ e 0 A ) o G R 4 ) 2 B
ZERAH) F51,756,469,00096 70 (& —F4E+ - H =+ —
H : 1,486,648,000%5 7C) I i 4iE Jir 15 Bl & 5 4787,823,000
Wt (CF—ZF+ = H =1+—H : 74,332,000 5C) iff
$E 3 40 VR W% S A B 28R R E T B 2 BT DARERE -

R r A S T A BT o A SR I A i G M S 2 B
HeE o ZEU 0 A S R B A A TR 2 7 %0 B
BN TEANBL o

9 JBt 2R

g Je R AR 28 ) T MR B AR 2 AT N M A AR S [ 2 R
440,232,000 7T (& —F4F 1 190,038,0008 78) - LK
BE - —-—EANAZTHIEAET 2B 81758k
1,637,892,384 /% (=& —F4F © 1,637,892,384/%) #1537 »

T V2 R 8 T b A T R AR e R AT O T S
PR B MRS AR Y R IRR IR AR A F A A
JRE A %1 71462,449,00085 7T (% — ZL4E © 210,480,0009
TG B A5 HR A 2 IR Y- 355 3 1% 1,863,925,685 1 (. E—
FEAE 1 1,865,743,77008) FHE -

Six months ended 30 June
BEAA=ZTHIEAMEA
2011 2010
R e
HK$’ 000 HK$’ 000
T#T T
Profit attributable to owners of the Company EN/NSIE XS PN R 440,232 190,038
Interest on convertible bonds Al A R 2 LR 22,217 20,442
Adjusted profit attributable to owners KR A A N REAL B A
of the Company 462,449 210,480

Six months ended 30 June

WEAHZTHIEAMWA

2011 2010

e S
Number of shares  Number of shares
JBe 43 % H B B

Number of ordinary shares in issue
throughout the period

Effect of conversion of convertible bonds

Effect of exercise of share options

Effect of exercise of warrants

WA AT S A A

U E IS 2
A7 A s TR HE 2 5 22
AT 5 A il 2

1,637,892,384
178,510,572
6,136,821
41,385,908

1,637,892,384
178,510,572
49,340,814

Weighted average number of ordinary shares
adjusted for effect of dilution

s 38 2 FIEEE 3
3 A i T4

1,863,925,685

1,865,743,770

For the six months ended 30 June 2011, 4,100,000 share options outstanding
are anti-dilutive and are ignored in the calculation of diluted earnings per share
since the exercise prices of the share options were higher than the average
market prices during the period.
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The warrants are anti-dilutive and are ignored in the calculation of diluted
earnings per share for the six months ended 30 June 2010.

FRBCRERE B R R WO AN R R
AAZA B IRASEA 2 R A 25 e

2O e B ORF R A R A A

9  INTERIM DIVIDEND 9 HHIBRE
During the six months ended 30 June 2011, the Company paid a final PRE R ——FEANAZTHIEAMARN > AAFE A
b — e e — : RE = e
dividend of HK6.0 cents (2010: HKS5.0 cents) per ordinary share, totalling ﬁﬁii . ?ﬂ‘—j‘%ﬂ%ﬂ‘ H ‘JJ:QZJ;ZZKEJ? B B i
HK$98,274,000 (2010: HK$81,895,000), for the year ended 31 December A6, 0WE Al (=% — %4 < 5.0Hfll) » #4£98,274,000
I (TR —F4 : 81,895,000 7T) °
2010.
o s R AR N T NH o R R IR A P )
On 18 August 2011, the Board proposed an interim dividend of HK8.0 cents L A SO Il (T — AR 6. 0WE M) - &k
(2010: HK6.0 cents) per ordinary share, totalling HK$131,031,000 (2010: 131,031,0003 76 ( =% —Z4F 1 98,274,000 1) © I #E
HK$98,274,000). The proposed dividend is not reflected as a dividend payable IR B S 317 JHE 7 I v B A S R o e e s AT L 5 ME S
in this interim financial information but will be reflected as an appropriation of M AEE —F—-— 4t A= HILEE A E
retained profits for the year ending 31 December 2011. B3R ©
10 INTANGIBLE ASSETS 10 B wE
Goodwill License rights Trademarks Total
[k R T B HE T BR et
HK$’ 000 HK$* 000 HK$’ 000 HK$’ 000
T#TT T T T T T
Net book value at 1 January 2011 A —&F——4—H — H Z RH FE 16,012 43,541 70,336 129,889
Exchange adjustment [ifE 5, 3 20 841 1,446 2,307
Addition wHE - 1,963 - 1,963
Amortisation charge 4 2 - (1,356) (1,847) (3,203)
Net book value at 30 June 2011 J& =& ——4F/X ] =1 H Z Wz i 7§ (5 16,032 44,989 69,935 130,956
Net book value at 1 January 2010 & =& — %4 —J] — H Z W (H 15,079 11,796 - 26,875
Exchange adjustment [iE 53, 7% 1 49 98 148
Acquisition of subsidiaries WA B g 2 ) 907 35,880 71,760 108,547
Amortisation charge a2 A - (1,771) (1,575) (3,346)
Net book value at 30 June 2010 A — & —Z4F N H =+ H Z IR i i E 15,987 45,954 70,283 132,224
11 CAPITAL EXPENDITURE 11 &HEARMX
Land use Fixed
rights assets
- b £ HE 8] %E ¥
HK$’ 000 HKS$’ 000
T# 7T T
Net book value at 1 January 2011 AR —— A — ] — H Z R E 50,336 710,850
Exchange adjustment T 50, 57 1,199 15,253
Additions AN - 144,184
Amortisation/depreciation charge S, Hs 2 (812) (78,446)
Disposals o - (5,901)
Net book value at 30 June 2011 T ——FENHA =+ H 2R 50,723 785,940
Net book value at 1 January 2010 i FE A — H 2 R E 43,498 560,594
Exchange adjustment EE 52, 3% 463 4,760
Additions S E 3,665 100,687
Transfer 43 2,416 (2,416)
Acquisition of subsidiaries iz 5 BFF T8 2 - 6,405
Amortisation/depreciation charge L YEIR-% & (548) (57,009)
Disposals s - (12,643)
Net book value at 30 June 2010 A CEREANAZ A H 2R E 49,494 600,378
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TRADE RECEIVABLES

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

12 B 5 ERR*

Hegt ot A AR 2 B o) BEBOR R A A T

30 June 31 December

2011 2010

R4 TR

AAZ+R +FZHA=+—H

HK$’ 000 HK$’ 000

T# T

0—30 days 0%30H 255,777 193,902
31 - 60 days 31E60H 22,431 11,066
61 - 90 days 61%90H 5,678 2,331
91 - 120 days 91%120H 1,487 1,677
121 - 180 days 121%180H 1,406 430
181 — 360 days 181360 H 1,513 895
Over 360 days 360H L E - 129
288,292 210,430

Most of the sales of the Group are retail sales which are made in cash or via A A ] 1 B R 03 2 DA B A BAE R I AT I R B
B o AL Btk T B F F 130260 HF B8] - 1
T RARWF T 25 5l 2 = A5 5 01 0 o A% 5 [ B A
HE T E

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

13 TRADE PAYABLES 13 ® 5 BAHIR%
The ageing analysis of trade payables including balances due to related parties 85 H AR 2 B 5 A TR (LA BB A BRI Oy 3 JE
AR (MEEE19(a))) HREES AT AT 40 R

(Note 19(a)) by invoice date is as follows:

30 June 31 December

2011 2010

R e

ANH=Z1H F=H=+—H

HK$’ 000 HK$’ 000

T#o T#T

0-30 days 0%30H 500,270 315,781
31 -60 days 312 60H 166,786 199,075
61 —90 days 618 90H 33,203 28,489
91 — 120 days 91%120H 7,376 15,416
121 — 180 days 1212180 H 5,704 6,238
181 — 360 days 1812360 H 6,332 5,212
Over 360 days 360H L E 2,426 7,738
722,097 577,949
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14 BANK LOAN - UNSECURED 14 ST R — AR
Movements in unsecured bank loan are analysed as follows: AP ER T E R B/ .
Six months ended 30 June
WEAHA=ZTHILAMEA
2011 2010
R4 —E R4
HK$’ 000 HKS$’ 000
T T
Balance at 1 January W= H—HZ &% 11,281 14,567
Exchange adjustment E 53, ) % 112 175
Acquisition of subsidiaries g i B 2 ) - 29,640
Repayment of bank loan R RAT R (4,014) (33,735)
Balance at 30 June AV e P i o 7,379 10,647
15 SHARE CAPITAL 15 JBAR
30 June 31 December
2011 2010
SR e S a8
AH=Z+H +ZA=1+—H
HK$’ 000 HK$’ 000
T#o T kT
Authorised: BB AR
10,000,000,000 ordinary shares of HK$0.10 each 10,000,000,000/5 5 1 1 (E10. 107 7C 22 2 4 fig 1,000,000 1,000,000
Issued and fully paid: CEEAT B I A
1,637,892,384 ordinary shares of HK$0.10 each 1,637,892, 384/t 5 % 7 (/0. 103% 76 2 %48 it 163,789 163,789
During both six months ended 30 June 2011 and 30 June 2010, there was no PEE - E——4FERNH=TH R - E—FIENH =1
movement in the share capital of the Company. H kAR R AN 7] B A I 48 AT A 53 ) -
16 CONVERTIBLE BONDS AND WARRANTS 16 W% i i 5 B o i B v
On 12 June 2009, the Company issued unlisted and unsecured RMB AT EENAENA T H > ANFE BTN RS E
denominated USD settled convertible bonds due in 2014 (the “Bonds”) and DASETOAE B F — ARSI ] 2 JE by K 484 1 7T 4
unlisted warrants to subscribe 100 million new shares of the Company (the A& 5 ([fE 25 1) I ] 52 15100,000,000/1% 45 23 7] 37 1% 4y
“Warrants”) in an aggregate principal amount of RMB550,000,000. Z I BRI ([RRIERERE D) » ARG ME A NR
550,000,0007T °
The terms of the Bonds and the Warrants are summarised below: i 75 B R M RE % 2 e sk bk an -
(a) the Bonds bear interest of 3.125% per annum on the outstanding (a) EFIER EIRA G DUEF 31255 E o AR
principal amount of the Bonds and the interests are payable by the ) B 2 A AN )
Company semi-annually in arrears;
(b)  the Bonds are convertible at the option of the bondholders into fully (b) fEFFFA ANA B EERNE RS H IR E R
paid ordinary shares on or after the issue date of the Bonds up to 12 AEZS T H R S A 3. 500E oG (T AR 1
June 2014 at a conversion price of HK$3.50 per share, subject to certain F A NI SE ik 2 e /e b 5 R gE) sidh
adjustments pursuant to the terms of the agreement entered with the 18 75 B O 4008 50 K s
bondholders;
(c) 178,510,572 conversion shares will be issued upon full conversion of (¢) 15T Fe A0 vh Ha B 45 A 3,50k T 14 2 B M 5 1
the Bonds based on the initial conversion price of HK$3.50 per share; BEAT178,510,5728 St 45 B4y
(d) the Bonds are redeemable on maturity at a value equal to the USD (d) & F5 Al B R e AT 25 A v R S N R AR
equivalent of the aggregate of 100% of the outstanding RMB principal Z100% M 20 st sk T AR AVE (B 2 35 05 (H & 50
amount and all amounts accrued thereon; = EN
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17

(e) the exercise price of the Warrants is HK$4.00 per warrant and it is
denominated at RMB3.49792 per warrant pursuant to the amendment
deed dated 25 August 2010; and

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

On 25 August 2010, upon the execution of an amendment deed by the
Company with the warrant holder, the derivative financial instrument was

transferred to warrants capital reserve.

Movements of balances in relation to the Bonds and the Warrants during the

(e)

()

TR R 2 AT AR L A0 R I HERE 4,005 0T > AR
BHME R -FENA LA 2B R
B R e A 1y N R 3.49792 0 FHE 5 K

2 e Al T o 2 M 947 L R g
A A B LB £ 4

AR RN A TA o AR A BRI RS R
NEZBAE T 2 A % - 77 Bl T H W A SRR RS A
i 5

BEZER——FANA =T HIEAMEA - 5 LR RS

six months ended 30 June 2011 are as follows: HEz &5 epsshan T -
Liability Equity Derivative

component of component of financial Warrants

convertible convertible instrument— capital
bonds bonds warrants reserve Total

Wk ks AR TR I R
15 4 HEdE ARy - R HE R A il A et
HK$’ 000 HK$ 000 HK$’ 000 HK$’ 000 HK$’ 000
TH T TH#IT T TH#T TH T
Balance at 1 January 2011 ATFE——AE—H—HZ % 556,622 26,178 - 363,370 946,170
Exchange adjustment TE 3¢, 77 11,704 - - - 11,704
Interest expenses RS BA 52 11,990 - - - 11,990
Balance at 30 June 2011 R FE N A =T HZ A% 580,316 26,178 - 363,370 969,864
Balance at 1 January 2010 ¥ =& —Z4F—H — H Z &8k 515,625 26,178 284,261 - 826,064
Exchange adjustment [TE 52, ] 2 4,369 - 3,220 - 7,589
Interest expenses FILE BA 10,637 - - - 10,637
Fair value adjustment N T fR A W R - - 136,359 - 136,359
Balance at 30 June 2010 R FERAERA = A ZE 530,631 26,178 423,840 - 980,649

During the six months ended 30 June 2011 and 30 June 2010, no Bonds were
redeemed, converted or purchased and cancelled, and no Warrants were
exercised.

EQUITY SETTLED SHARE-BASED TRANSACTION

PEE -FE-—FAH=ZTH AR -FENA =T
HEZSME T BEMERT BB )~ S0 sl i B R R 8 >
AT M R R AT o

17 VURESSE TN 2 R 2 22 )

Movements in number of share options outstanding and their weighted average i R AT 22 B B R S R R ST 2 A 1 2 52 )
exercise prices are as follows: N
Six months ended 30 June
BEAH=ZFTHIEAMWA
2011 2010
R R T
Weighted Number of Weighted Number of
average  share options average share options
exercise price outstanding exercise price outstanding
T HESF- 3 RATHE e RATAE
A7 6 45 Jie B¢ HEE 8 H e i FBCHE
At 1 January wr—H—H 6.23 68,125,000 - -
Granted =i 7.84 2,500,000 6.19 67,525,000
Lapsed KK 7.61 (500,000) - -
At 30 June WARH=TH 6.28 70,125,000 6.19 67,525,000
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18 CAPITAL COMMITMENTS FOR PURCHASE OF LAND USE

18 I e B AR QR I R 2 AR IS

RIGHTS AND FIXED ASSETS
30 June 31 December
2011 2010
R
AA=Z+R tFZA=+—H
HK$’ 000 HK$’ 000
T Tt
Authorised but not contracted C M R FT#) 186,620 13,246
Contracted but not provided for EEIFOREE S 5,139 25,679
191,759 38,925

19 RELATED PARTY TRANSACTIONS AND BALANCES
During the six months ended 30 June 2011, the Group has entered into the
following related party transactions in the normal course of its business:

(a)  Transactions and balances with related companies

19 PR 5 B i ik
W E AN H = H AR A R AR i
H % 2 p5 it fe oo 47 R I B 7 2 5
(a) HEBEAFZ A 5 LSS

Transactions for the

six months ended 30 June Balances as at

BEANAH=ZTHIEATHAZRS o
30 June 31 December
2011 2010 2011 2010
2 TR R 3 TR R
AA=Z+H +-H=1+—H
HK$’ 000 HKS$’ 000 HK$’ 000 HKS$’ 000
Tt TH#sTT Tt T TT

Purchases from: ERRIESyiEr]

An associated company — [l Wt 7 2 W) 762 825 437 806
Investee companies [ Eie <] 1,198 1,599 606 590

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 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.

(b)  Key management personnel compensation

Ti] M 2 T T 38R R A B S AT R ) B
BB ) 1 S B AT B ) B K R B AT R
25 R U R ORI i 2 8 5 T TR AR S T
H W SE B R AT o 2 5 Wi )y A8 A O [ 122
5575 6 GE S W€ o i P A I AT St BRI 4 B 52 B A
KA o

(b)y FEEIAEB ZHM

Six months ended 30 June

WEAA=Z+TRIEAWA

2011 2010
TR TR
HKS$’ 000 HK$’ 000
T# T#IC
Salaries and bonuses 4 MAE AL 13,859 13,544
Defined contribution pension costs E RE AL HOR IR 4 LA 204 116
Share-based payment expense DA B A 7 i Tl 2 BRI B S 18,468 22,053
32,531 35,713
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SUPPLEMENTARY INFORMATION
INTERIM DIVIDEND

The Board has resolved on 18 August 2011 to declare an interim
dividend of HKS8.0 cents (2010: HK6.0 cents) per ordinary share for
the year ending 31 December 2011. The interim dividend will be
payable on or before 26 September 2011 to shareholders whose names
appear on the register of members of the Company at 4:00 p.m. on 15
September 2011.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 12
September 2011 to 15 September 2011 (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 9
September 2011.

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 2011. 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 2011, 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 “SFO”)), as recorded in the register required
to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies (the “Model

Code”) were as follows:
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i 72 & B

H 31 1 8

EHGR F - FAA NI RREREE %
— A T = H R B R S A R A
B.OMEAL (=& —F4F : 6.08Al) o WM EA R =
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Long positions in shares and underlying shares of the Company

T A 2 v e e ML R Mt oy 2 5

Number of shares

By 8 H Percentage of
Corporate Underlying issued share capital
interest interest Total of the Company
A 2 W)
[BR23F)
2 ] HE 2 FH R HE 25 At B A 43 bb
Mr Chen Ying-Chieh B85 78 56 4E 147,738,920 16,000,000 163,738,920 10.00
(Note 1) (Note 2)
(B5ED) (B5E2)
Mr Chang Chih-Kai R - 6,500,000 6,500,000 0.40
(Note 2)
(Bt 5E2)
Mr Chang Chih-Chiao  5R% &tk - 5,500,000 5,500,000 0.33
(Note 2)
(Bt 5E2)
Mr Chen Hsien Min BRE R SE A - 12,000,000 12,000,000 0.73
(Note 2)
(B 5E2)
Notes: Fff 51

1. 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 interest.

2. These interests represented the interests in underlying shares of the Company
in respect of share options granted to the directors on 27 January 2010.

In addition to the above, Mr Chen Hsien Min, the Vice-chairman
and non-executive 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 2011, 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.
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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 2011, 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 AT A 2 v Iy B A B B Ay o 2 HE R

AR R 5 o 30 65 Wk 19 25 XV R 2R 336 A 8 Rl ZH T 17

B2 EEBARE MBS o B

PR

H> AorC#ENG AL EEBOREAARAFD
BATIEAS e A b 2 HE 2 o 02 HE 25 2 7 [ 95 o I
FRATEN B IR AR 2 5] e fy SR B B0 v 2 i
— i 0T e R 2 ME A o

Percentage of
issued share capital

Name Capacity Number of shares of the Company
i 2 W BB AT

4% 50 i % Mt 4 8 H AT 4 1

Long positions

iz

Lucky Earn International Limited Beneficial interests 400,719,995 (Note 1) 24.47
HaEA A (Fi3E1)

Premier China, Ltd. Beneficial interests 298,510,572 (Note 2) 18.23
A A (P 5E2)

TPG Asia GenPar V Advisors, Inc. Interests of controlled corporation 298,510,572 (Note 2) 18.23
VRN T 2 A (Pt 3E2)

TPG Asia Genpar V, L.P. Interests of controlled corporation 298,510,572 (Note 2) 18.23
VRN T 2 A (Pt 3E2)

TPG Asia V, L.P. Interests of controlled corporation 298,510,572 (Note 2) 18.23
PR NP £ (Fi5E2)

TPG Group Holdings (SBS) Advisors, Inc. Interests of controlled corporation 298,510,572 (Note 2) 18.23
VRN T 2 A (Pt 5E2)

TPG Group Holdings (SBS), L.P. Interests of controlled corporation 298,510,572 (Note 2) 18.23
VRN T 2 A (Pt 5E2)

TPG Holdings I, L.P. Interests of controlled corporation 298,510,572 (Note 2) 18.23
PR NP £ (Pt 5E2)

TPG Holdings I-A, L.P. Interests of controlled corporation 298,510,572 (Note 2) 18.23
VRN T 2 A (Pt 5E2)

Mr David Bonderman Interests of controlled corporation 298,510,572 (Note 2) 18.23

David Bonderman /¢ £ SR LYNGIPA ¥ (Bt E2)

Mr James G. Coulter Interests of controlled corporation 298,510,572 (Note 2) 18.23

James G. Coulter ¢ £ CRLYNCIDA: (B 5E2)

Top Glory Assets Limited Beneficial interests 200,846,895 (Note 3) 12.26
HaA A (P 5E3)

Ms Chen Yi-Chen Interests of controlled corporation 200,846,895 (Note 3) 12.26

MR ®RE L+ CELYNTIPA £ (P 5E3)

Mr Chen Yi-Hsun Interests of controlled corporation 200,846,895 (Note 3) 12.26

B R B 5B CELYNTIPA £ (P 5E3)

Pushkin Holding Limited Beneficial interests 147,738,920  (Note 4) 9.02
A A (Pt 5E4)

Mr Chen Ying-Chieh Interests of controlled corporation 147,738,920  (Note 4) 9.02

BRI ANSEA CELYNTIPA £ (Pt 5E4)

Mr Chen Ying-Tien Interests of controlled corporation 147,738,920 (Note 4) 9.02

[C e CELYNTIPA £ (P 5E4)

Mr Chen Ying-Che Interests of controlled corporation 147,738,920  (Note 4) 9.02

S CELYNTIPA £ (Pt 5E4)
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Notes:

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

2. 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 a subsidiary of TPG Group Holdings (SBS) Advisors, Inc.,
which is in turn owned 50% each by Mr David Bonderman and Mr James G.
Coulter.

3. 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 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 Vice-chairman and non-executive director of the Company.

4. 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.

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 the date of this interim report,
the number of shares available for issue, save for those granted but
yet to be exercised, under the Share Option Scheme is 93,664,238,
representing approximately 5.7% 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.
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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.

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
HKS$1 in total by the grantee.

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

vote at shareholders’ meetings.

Details of movements of share options granted under the Share Option

Scheme for the six months ended 30 June 2011 were as follows:

T EEAHER T I REE (B d 3
W A2 B F R R TR 2 T A 5 (o) BB AE AR
A 3 LR A B A A R T R 2o
B i 5 Be(o) B

Sl B R B A6 T by R A AT BE A HBEE 28 H A S
A a2 T 2 REE AR A

Y NN SR PN IS N N
B ZHER

BEZF——FNA =T HIEAMHA > HRAEERRE
AT BB O 2 S B REE R

Exercise Outstanding at  Granted Lapsed Outstanding
price 1 January during during at 30 June
Date of grant HK$ 2011 the period the period 2011 Exercisable period
BT A BT A
131 —H—H AH=Z1H
BHAEH BT WA BAgn BRER G A AT 18 17 18
Executive directors
HAITEH
Mr Chen Ying-Chieh 27 January 2010 6.19 16,000,000 - 16,000,000 27 January 2011 to
BRaER A Zh R 26 January 2020
—H=1++tH *?**ﬁ HZt+tHE=Z
K ggﬁf H +/\ H
(Note 2)
(it aE2)
Mr Chang Chih-Kai 27 January 2010 6.19 6,500,000 - 6,500,000 27 January 2011 to
R LI TR R 26 January 2020
—HAZ=1+tH ZE——fF—-AZttHZE
ZERZERE-HAZ 1A
(Note 2)
(Bif3E2)
Mr Chang Chih-Chiao 27 January 2010 6.19 5,500,000 - 5,500,000 27 January 2011 to
RETEE TR 26 January 2020
—H=++tH *T**ﬁ HZt+tH=z
ZECERE—~HA 1 AH
(Note 2)
(B3E2)
Non-executive director
FHITEF
Mr Chen Hsien Min 27 January 2010 6.19 12,000,000 - 12,000,000 27 January 2011 to
(re-designated from ZEFE 26 January 2020
executive to —HZ++tH 473**@ H-+ttH=z
non-executive director CECEE-J AN
on 27 January 2011) (Note 3)
PR R (FfF&E3)
(R ZF——4
—H=++tH
H AT AT A
FHATES)
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Exercise Outstandingat  Granted Lapsed Outstanding
price 1 January during during at 30 June
Date of grant HK$ 2011 the period the period 2011 Exercisable period
I S [ S S
it —H—H AHZ1H
"REHH T WAL BAEL BRER i A AT B A7 6 391
Employees
A
Mr Chen Yi Hsun 27 January 2010 6.19 4,000,000 - - 4,000,000 27 January 2011 to
(An associate of Zh R 26 January 2020
Mr Chen Hsien Min) —HA=++tH —E———H-1LtHZE
i B S SECFE-A A
(FREREEZHEANL) (Note 4)
(FftE4)
Ms Chang Wan Hsun 27 January 2010 6.19 4,000,000 - - 4,000,000 27 January 2011 to
(An associate of TR 26 January 2020
Mr Chang Chih-Kaiand —HJZ+-tH —E-—E-Ht+tEHE
Mr Chang Chih-Chiao) CECEE-J A
ki L+ (Note 4)
(RE A RE (Wt E4)
FEZHEBAL)
In aggregate 27 January 2010 6.19 13,025,000 - - 13,025,000 27 January 2011 to
Al ZER—EA 26 January 2020
—HZ+tH . ey o s
CECERE-A AN
(Note 4)
(FftiE4)
In aggregate 27 January 2010 6.19 5,000,000 - - 5,000,000 27 January 2011 to
At TR R 26 January 2020
—HZ+tH “E - EHE
“EFCFRFE-AZFAH
(Note 5)
(Bt aES)
In aggregate 22 July 2010 7.61 1,000,000 - - 1,000,000 1 April 2011 to
At SRR 21 July 2020
tAZ+ZH “EF-—FENA-HE
“ECEELA A A
(Note 6)
(Htato)
In aggregate 22 July 2010 7.61 1,100,000 - (500,000) 600,000 1 April 2011 to
At ZE—RIF 21 July 2020
tHZ+=H —F-—ENA-HE
“ERCFELH R
(Note 7)
(B &E7)
In aggregate 27 January 2011 7.84 - 2,500,000 - 2,500,000 27 January 2012 to
Hat k- (Note 1) 26 January 2021
—HA=++tH (B &ED) “E-CE-AZtHERE
B S Ik AN E
(Note 4)
(it E4)
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Notes:
1. The closing price immediately before the grant is HK$7.66.

2. 15% of the share options will vest on each of the five anniversary dates of
the date of grant and 25% of the share options will vest, subject to certain
performance targets approved by the board of directors of the Company, on the
fifth anniversary of the date of grant.

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

4. 20% of the share options will vest on each of the five anniversary dates of the
date of grant.

5. 12% of the share options will vest on each of the five anniversary dates of
the date of grant and 40% of the share options will vest, subject to certain
performance targets to be determined by the board of directors of the
Company, on the fifth anniversary of the date of the grant. Provided the
employment is terminated by the Company or its subsidiaries prior to 20
January 2015, 3,000,000 share options will vest fully at the time of termination
of employments.

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

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

During the six months ended 30 June 2011, no share options were

exercised 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 save for the deviations stated

below.

On 27 January 2011, Mr Chen Ying-Chieh, the Chairman of the
Company, was appointed as the Chief Executive Officer of the
Company. This was in deviation from Code Provision A.2.1 of the
Code. The Board believes that vesting the roles of Chairman and Chief
Executive Officer in the same person provides the Group with strong
and consistent leadership in the development and execution of long-
term business strategies. Going forward, the Group will periodically
review the effectiveness of this arrangement and considers segregating

the roles when it thinks appropriate.

On 27 January 2011, Mr Chen Hsien Min was re-designated as a
non-executive director of the Company who was not appointed for a
specific term but is subject to retirement by rotation and is eligible for
re-election. This was in deviation from Code Provision A.4.1 of the
Code. The Board considers that sufficient measures have been taken
to ensure the Company’s corporate governance practices are no less

exacting than those in the Code.
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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
standards as set out in the Model Code during the six months ended 30
June 2011.

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 financial information has been reviewed and
approved by the Audit Committee, who is of the opinion that such
financial information complies with the applicable accounting
standards, the Listing Rules and all legal requirements, and that

adequate disclosures have been made.

REMUNERATION COMMITTEE

The Remuneration Committee comprises the three independent non-
executive directors and two non-executive directors 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, 18 August 2011
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