


CONTENTS B &

11

20

23

44

58

63

64

65

67

68

69

Corporate Information

KAEIER

Financial Highlights
S4B i

Five-year Financial Summary

AR

Particulars of Major Investment Properties
FEBEWE TN

Chairman’s Statement

B 40

Management Discussion and Analysis

BB w5240 B

Biographies of Directors and Senior Management
HERRREPA BT

Corporate Governance Report

e X4

Report of the Directors

HHGHN

Independent Auditor’s Report
388 7 A% SR e <

Consolidated Income Statement
e R

Consolidated Statement of Comprehensive Income

BA MR

Consplidated Balance Sheet
oEmAafE

Consolidated Statement of Changes in Equity
GaMmEER

Consolidated Cash Flow Statement
HAEBlaehgg

Notes to the Consolidated Financial Statements

By A WA i




CORPORATE INFORMATION

2 & B

BOARD OF DIRECTORS G
Executive Directors HiyES

Mr. Chang Chih-Kai (Chairman) RESEE (L)
Mr. Chang Chih-Chiao (Chief Executive Officer) R E I ()
Mr. Wang Jungang T WA
Independent non-executive directors BorE T EF
Mr. Huang Shun-Tsai HER e A

Mr. Hon Ping Cho Terence LN e

Mr. Tan Philip BN ® s
AUDIT COMMITTEE wRERE
Mr. Hon Ping Cho Terence (Chairman) BRI SE A (L)
Mr. Huang Shun-Tsai B e

Mr. Tan Philip PR ISEE
NOMINATION COMMITTEE RHZRE
Mr. Huang Shun-Tsai (Chairman) AR S ()
Mr. Hon Ping Cho Terence BRI AR

Mr. Tan Philip RSB E

Mr. Chang Chih-Kai A SIS
REMUNERATION COMMITTEE HMEE e
Mr. Tan Philip (Chairman) BRI LA (A
Mr. Huang Shun-Tsai B e

Mr. Hon Ping Cho Terence HRIPAH A

Mr. Chang Chih-Kai R HEE
COMPANY SECRETARY AGE

Mr. Cheung Chun Hay R BRI AE
AUTHORISED REPRESENTATIVES R

Mr. Chang Chih-Kai RAE S

Mr. Cheung Chun Hay TR FRAGAE
REGISTERED OFFICE GRIE & 3
Cricket Square Cricket Square
Hutchins Drive Hutchins Drive

PO Box 2681 PO Box 2681
Grand Cayman KY1-1111 Grand Cayman KY1-1111
Cayman Islands Cayman Islands

Daphne International Holdings Limited | Annual Report 2022




CORPORATE INFORMATION
2 W &R

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Unit 2605, 26/F,

The Metropolis Tower
10 Metropolis Drive
Hung Hom

Kowloon

Hong Kong

OPERATIONAL HEADQUARTERS

Unit 601, 6/F, Tower 5, The Hub
99 Shaohong Road

Minhang District

Shanghai

China

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Secretaries Limited
17/F, Far East Finance Centre
16 Harcourt Road

Hong Kong

AUDITOR

PricewaterhouseCoopers
Certified Public Accountants
Registered Public Interest Entity Auditor

PRINCIPAL BANKERS

Agricultural Bank of China

Bank of Wenzhou

China Construction Bank

MUPFG Bank (Hong Kong Branch)
Taipei Fubon Bank (Hong Kong Branch)

CORPORATE WEBSITE

www.daphneholdings.com

INVESTOR RELATIONS

ir@daphneholdings.com

T ERE R

ik

JLHE

AR EriE 1058
S =PN]
2612605 %

(=g

H

i

BAT

HRUL F%99%E

WA K HbS 56601 %

B0 P g e

FAERL BT A BRA A
itk

BRE 169

A A0 174

1 B

B SRR St S BT
HEE At

F N8 T i B 4% 2
FEARRLT

Hp 2 S ERAT

WM ERAT

P LR AT

= ZEUFISRAT (F W 1T)
AL E FRERAT (B T)

) 48 ik

www.daphneholdings.com

P& Bl 1%

ir@daphneholdings.com

RO WE BB BB AR A :%::ﬁzﬁ—:ﬂi




FINANCIAL HIGHLIGHTS
S 25 30k 22

For the year ended 31 December
RETZ-H=1—HIL4EE

2022 2021 Change

R TR AR 1k

Revenue (HK$’million) s (F #5HTT) 199.8 105.7 +89%

Other income (HK$’million) HAA (7 & T) 55.0 51.0 +8%

Operating profit (HK$ million) B REA (EEEBIL) 49.2 84.6 -42%
Profit attributable to shareholders JRE SRS 2R (7 B s oT)

(HK$’million) 43.1 52.7 -18%
Operating margin (%) R B2 (%) 24.6 80.0 -55.4ppt H /B
Net margin (%) FELF2R (%) 21.6 499  -28.3ppt H 7 H
Basic earnings per share (HK cents) B IR A R Gl 2.4 2.9 -17%

As at 31 December
R+=H=+—H
2022 2021 Change
- Sy e S 1k
Cash and cash equivalents B B a5 EmY

(HKS$ million) (EHE#IT) 312.8 2275 +37%
Investment in wealth management product A FRIAE i 2 &

(HKS$ million) (EH L) 34.3 - +100%
Convertible notes (HK$’million) AR R AR5 (F 8 TT) 317 29.4 +8%
Equity attributable to shareholders I8 S A HEE 2

(HKS$ million) (EHE#IT) 586.1 590.1 -1%
Current ratio (times) (Note 1) R LB LR (%) (B aE—) 2.2 2.7 -19%
Net gearing ratio (%) (Note 2) FARMBILER(%) (it Net cash Net cash N/A

HH 4 T4 i
Notes: B 5
1. The calculation of current ratio (times) is based on total current assets divided by — — ~ B Wil LR (i) TOMRSE I AF B A5 R B 2 Tl ¥ s AR A b

total current liabilities as at year end.

2. The calculation of net gearing ratio (%) is based on net debt (being total of lease >
liabilities and convertible notes less cash and cash equivalents) divided by equity

attributable to shareholders as at year end.

DL (A5 o

R -
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FIVE-YEAR FINANCIAL SUMMARY

T4 B 5 B2
For the years ended 31 December
BE+T A=+ —HILEE
2022 2021 2020 2019 2018
RO SR DR SR ZE /MR
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
T T THIT THIT T
Results ¥4

Revenue & 199,766 105,717 363,921 2,126,362 4,127,087
Gross profit EF 114,225 55,412 133,232 781,138 2,061,029
Operating profit/(loss) BB (EH) 49,242 84,591 (237,141)  (1,019,535) (786,577)

Profit/(loss) attributable to REREAL 2 A,
shareholders (B518) 43,107 52,723 (241,987)  (1,070,127) (994,397)

Basic earnings/(loss) per share & BIEAZ F|,~

(HK cents) (E518) (L) 2.4 2.9 (14.4) (64.9) (60.3)
As at 31 December
wt+=H=+—H
2022 2021 2020 2019 2018

SROE CEDE DR CRE DEE DF U
HK$000 HK$°000 HKS$’000 HKS$’000 HKS$’000
Tt T T T T#IT

Assets and liabilities EEMAE
Non-current assets FmE g E 488,315 574,651 567,137 608,015 787,664
Current assets WE & E 382,009 262,070 291,541 623,349 2,181,706
Total assets HEE 870,324 836,721 858,678 1,231,364 2,969,370
Non-current liabilities B AT 8,633 38,427 29,111 23,157 3,850
Current liabilities W& E 170,913 96,563 192,040 411,854 1,054,064
Total liabilities RS = 179,546 134,990 221,151 435,011 1,057,914
Total equity HERE A 690,778 701,731 637,527 796,353 1,911,456
Attributable to: LLF&TTIEN -
Shareholders ile 586,061 590,052 528,230 692,711 1,779,825
Non-controlling interests FEFEHIPERE AR 104,717 111,679 109,297 103,642 131,631

B WM MR ARAE igiiiﬁﬁ‘iiﬁ




PARTICULARS OF MAJOR INVESTMENT PROPERTIES

ERBEWEFN

The Group’s
interests
Existing use Lease term A4
Property address* LBk H i & A JRE A R £
No. 1 Juhe Third Street, Tongzhou, H R b T A A [ Office and Medium 100%
Beijing, China B =198 warehouse i
W= K e
Linbing Community, Hanjiang, Putian, R A T T TR VL Factory Medium 85%
Fujian, China RIS T w18
Room 301, 3/F, Block 15A, Software TR AR ETPYARERE  Office Medium 100%
Park Phase 2, No. 68 Keyuan Main Road, T Bl A 68 S A4 ] 1 — A AT FR 4
Xixiangtang, Nanning, Guangxi, China ISHRHEA R3S 301595 5
Shops 1-118 to 121, 1-135 to 138, r R V) T 4 9 g T Y L L Shop Medium 100%
Block 00, Today Xinduhui, fift 1 56 5% Today 87 #il I i B A
No. 56 Jiefang Road, Xigong, Luoyang, 00f%1-118%2121 »
Henan, China 1-135% 13895 P &l
Shops 1-95, 2-177 to 178, 2-193 to 196, r R T e S T Shop Medium 100%
3-190 to 198, No. 36 Taikang Road, I 0] ik 18 SRR R 3698 )i i Gkt
Guancheng Huizu District East, Zhengzhou, 1-95 > 2-177%.178 ~ 2-193%
Henan, China 196 ~ 3-190% 1985 4
Floor 1 to 9, Block 96, No. 1 Cuizhu Street, R B Y R A R T Office Medium 100%
High Technology Industry Development Zone, T 9 S T o [ b /NE SRRl
Zhengzhou, Henan, China AT 1 95969548 19
No. 105 Yulan Street, High Technology r R T e A B T Office and Medium 100%
Industry Development Zone, Zhengzhou, T HTR A 2 B warehouse ]
Henan, China EWA10555 e 2 MR
Shops C56 & C57, 1-2/F, Block S2, Zone A, " EIBIL & H =N Shop Medium 100%
Wuhan Jingkai Wanda Plaza, 12C2 Wuhan T T AR I Ll B [k 12C2 i & T
Economic and Technology Development TV AC PR H 2 RO Al
Zone, Wuhan, Hubei, China S S2M 1 -2/ C56 ~ C575% S
Rooms 601-606 & 614620, Hexiexiaoxiang "B WIF &R I L& Office Medium 100%
Building, No. 158 Wuyi Main Road, Furong, . — RIEIS8HEMGERIMAE  WAE A
Changsha, Hunan, China 601-606, 614—620%
No. 99 Lingxiao Road, Airport Industry Park, — HV B VT.f% & Fa 5 T V1 I Office and Medium 100%
Jiangning, Nanjing, Jiangsu, China 72 L 2E RV #995% warehouse w1
OS2 g
No. 31 Hushitai Main Street South, Hushitai [ 5 T i Office and Medium 100%
Economic and Technology Development JEA B RS 01T B 5 1 warehouse w19
Zone, Shenyang, Liaoning, China [ef1 B R AE315E HEON % K A
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PARTICULARS OF MAJOR INVESTMENT PROPERTIES
ERBEWRFN

The Group’s
interests
Existing use Lease term A4
Property address* LIE Sk H i & A R A R £
Shops 79-80, Block 1, Wanda Plaza, B = B 7 iR AR ) T Shop Medium 100%
Jinfeng, Yinchuan, Ningxia Hui S JB I8 B A 451 e )i Sib il
Autonomous Region, China 798075 P Hif
No. 2916 Shiji Main Road, Zhanggju, FH R L R I R L Office and Medium 100%
Jinan, Shandong, China 40 KiE29165% warehouse r 4
W= R T
No. 3908 Hugingping Road, R e A Office and Medium 100%
Zhaoxiang Town, Qingpu, Shanghai, China it IR 722 #3908 9% warehouse SRR
W= R T
22/F, Block B, Ludihui Centre, FH B L 9 PR B [ BERR%2585% Office Medium 100%
No. 258 Longqi Road, Xuhui, Shanghai, China %k [ 1.0 Bifg 2248 WA= SRR
Room 11101, Block 6, No.47 Lejuchang aRlE R iR TR Y N A Office Long 100%
Road South, Beilin, Xian, Shaanxi, China GEIR L RATIROMELL101%  JHAE =M
Unit 3703-3711, 37/F, Block 2-1, H I L)1 AR T [ Office Medium 100%
No. 68 Dongda Street, Zhiquan Section, TR 1T 5 Bro8 2t WA= SRRl
Jinjiang, Chengdu, Sichuan, China 1 BI03743703-3711%
No. 7 Chuangye Road, Xingwen Street Office, ~ HEIPUJ1|# A il EL N [ Factory Medium 100%
Bazhou, Bazhong, Sichuan, China LSO M R SE R T LI Gkt
Room 601, No. 55 Jinbin Main Road, H I R R D Office Medium 100%
Hedong, Tianjin, China HIE R S598601 % WA= SRRl

* English address is for identification purpose only

HEXC I EE VT
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CHAIRMAN’S STATEMENT
E ek

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Daphne International
Holdings Limited (the “Company”) together with its subsidiaries
(collectively referred to as the “Group”), I am pleased to present the
annual report of the Company for the year ended 31 December 2022.

In 2022, rising geopolitical tensions and the ongoing COVID-19 epidemic
cast a shadow over the global economy, posing considerable challenges
worldwide. Battered by stringent epidemic measures, China’s economy
grew by just 3.0% in 2022, while consumer sentiment remained weak.
Despite a subdued macroeconomic backdrop, the epidemic-induced
e-commerce market continued to thrive and digital marketing is poised
for robust growth in the coming years. Leveraging the interest-based
recommendation algorithm to enhance user experience and drive consumer
demand, interest e-commerce platforms have continued to gain steam and
will soon outperform traditional e-commerce platforms. During the year
under review, the Group continued to optimise its asset-light business
model and made great strides in building online presence. As a result, the
Group’s operations successfully turned loss into profit and demonstrated
strong resilience and potential amid challenging times.

Since the inception of the business transformation, the Group has shifted
to an asset-light business model, focusing on the management of the
“Daphne” brand and licensing of footwear products. To optimise the
asset-light business model, the Group actively adjusted the licensing
network and streamlined the organisational structure according to the
market changes during the year under review. Despite the slowly receding
pandemic, e-commerce momentum continues unabated which powered by
the dominantly young and digital-savvy population. During the year under
review, the Group actively expanded its online licensing network through
its franchisees and strengthened digital marketing efforts. The online sales
through the Group’s franchisees also fared better than the average market
sales and helped the Group fuel sales growth. As the Group continued to
advance its online licensing business, the Group successfully achieved its
revenue target for the year amid sluggish economy.

Though the epidemic-induced e-commerce kept gaining ground and
the epidemic brought immense challenges for brick-and-mortar, brick-
and-mortar presence still offers great benefits for a brand to increase
awareness and acquire new customers in different markets. The Group has
adopted a prudent strategy for its offline network expansion. In view of
the advantages of online and offline channels, the development of online
and offline channels can complement each other, which is conducive to
the long-term development of the Group. On top of that, the integration
of online and offline channels can bring synergy and create brand value.
Although COVID-19 flare-ups impeded the Group’s offline network
expansion during the year under review, with the gradual withdrawal
of domestic epidemic control measures, it is expected to release offline
consumption potential and bolster the economy. Going forward, the Group
will actively yet selectively recruit more online and offline franchisees to
penetrate new markets.

m Daphne International Holdings Limited | Annual Report 2022
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CHAIRMAN’S STATEMENT
E ek

Facing intensifying market competition, the Group continues to improve
the flexibility, responsiveness and competency of its supply chain to build
operational stability and resilience. With the continuous implementation
of the “quick response for small orders” approach, the Group further
streamlined the supply chain and maintained efficient cooperation between
its franchisees and suppliers, thereby providing franchisees with reliable
supply chain resources and optimising profitability for the Group. As a
bridge between franchisees and suppliers, the Group set up a dedicated
team during the year under review to promote efficient cooperation of
all parties. Thanks to the support of the team, franchisees are now able
to preview the style and quality of the samples and give feedback in the
early stage. As a result, the supply chain became more flexible, responsive
and efficient, which helped the Group better respond to market demand
and generate more revenue during the year under review. Looking ahead,
the Group will continue to explore ways to optimise the management of
franchisees and suppliers, so as to enhance efficiency, improve product
quality, and protect brand reputation.

As consumers enter the new era of self-expression, the Group is actively
strengthening its product mix with a high emphasis on originality to satisfy
young consumers’ appetite. Building on the success of the well-received
“Sugar Cube Collection” debuted in 2021, the Group collaborated with
creative designers and launched the “Bubblegum Collection” featuring
youthful and trendy designs in the summer of 2022, which received
an enthusiastic response from young consumers that exceeded our
expectations. With a deep understanding of young consumers’ preferences
for original designs and high quality yet affordable products, the Group
launched a new original collection featuring high quality and reasonably
priced footwear with unique, youthful, and stylish designs in the second
half of 2022, which also received positive market response. With the aim
of tapping young consumers, the Group will allocate more resources in
strengthening its design and marketing teams to stay on top of the market
trends, enhancing product research and development capability, so as to
launch collections that resonate with young consumers, thereby projecting
a young and vibrant brand image.

In today’s digital age, establishing an online presence is crucial for a
business to grow and expand customer reach. Riding on the interest
e-commerce trend, the Group carried out marketing campaigns on social
media platforms to promote its new original collection, which received
enthusiastic market response with satisfactory sales. In the future, the
Group will continue to ramp up its online presence by implementing
innovative sales and marketing strategy, thereby establishing deeper
customer engagement and seizing market share. At the same time, the
Group will closely monitor the market situation and prudently expand its
licensing network, tapping opportunities for sustainable growth.

TEY 36 0 L P S B T S e o AR SR B R AR T L e
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Looking ahead to 2023, considerable uncertainty continues to cloud the
economic outlook, which may hinder consumption recovery. Although
COVID-19 resurgences and geopolitical conflicts have complicated
China’s growth trajectory in 2022, the fundamentals of China’s sound
long-term economic growth are still in place. The relax of China’s
epidemic control is set to shore up growth with the expansion of
consumption scenarios. In view of the encouraging development of the
Group in 2022, the Group is well-positioned to realise the development
potential of its asset-light business model in the post-pandemic era.
Capitalising on the consumption recovery, the Group will step up its
efforts in expanding its online and offline licensing networks to seize
market share. At the same time, the Group will continue to optimise the
business model in response to the ever-changing consumer preferences
and the evolving market situation, so as to pave the way for sustainable
growth and consolidate market leadership in China.

Finally, I would like to express my gratitude to all customers, business
partners and shareholders for their unwavering support to the Group.
I would also like to extend my heartfelt appreciation to our management
and all the employees for their invaluable contribution and dedication
throughout this challenging year.

Chang Chih-Kai
Chairman

Hong Kong, 28 March 2023
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MANAGEMENT DISCUSSION AND ANALYSIS

o BELIE w i 52 00

BUSINESS REVIEW

In 2022, the increasingly sophisticated international landscape and
geopolitics, coupled with the repeated COVID-19 epidemic brought
immense macroeconomic challenges and further increased downward
pressure on China’s economy. Due to the frequent resurgence of
COVID-19 outbreaks in China, the series of epidemic prevention and
control measures dealt a heavy blow to the macroeconomy and the
domestic consumer sentiment remained weak, resulting in a notable
drag on China’s gross domestic product (GDP) growth. In 2022, China’s
GDP growth slowed to a multi-decade low of 3.0% year-on-year, which
continued to put a strain on the retail sector. However, since China began
to relax the epidemic control measures at the end of November 2022,
China has gradually shown signs of economic recovery and consumer
sentiment has gradually picked up as well. The fundamentals of China’s
sound long-term economic growth have not changed, and China’s
consumer market is poised to recover soon.

In the wake of the slowdown in economic activities, e-commerce has
become an important retail channel. In 2022, China’s online retail sales
continued to surge by 4% year-on-year to approximately RMB13.8
trillion. E-commerce is thriving like never before and is expected to
witness a tremendous growth in the next few years. It is evident that digital
marketing will be the future market trend with a promising bright future,
and therefore, the Group put its business focuses on online operations
and has been strengthening its presence on high-traffic platforms such
s “Douyin”, “Tmall”, and “Xiaohongshu” that are favoured by the
younger generations. Among which, interest e-commerce platforms,
which are e-commerce platforms that stimulate users’ potential interest
through personalised recommendation technology, are rapidly grabbing
market share from traditional e-commerce platforms. Moreover, interest
e-commerce platforms precisely promote goods to consumers based on
consumers’ interests, which help the Group and its online franchisees
reach more target customers more easily, thereby achieving higher sales.

The Group’s Performance

Fuelled by the dominantly young and digital-savvy population, the
e-commerce market is burgeoning and poised for robust growth. The
Group successfully seized the opportunity to carry out a business
transformation and has attracted many young female consumers. In 2022,
the Group was still in the process of business transformation. During
the year under review, the Group continued to optimise brand licensing
business, supply chain management, and franchisees management,
consolidating its role of an asset-light brand operator. In response to the
changes in market situation and customer needs, with the management as
the core, the Group made timely and appropriate strategic adjustments to
refine the franchising playbook in order to achieve improvement on the
supply chain system, and better brand benefits.
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The three-year epidemic has fundamentally changed people’s living habits
and consumption patterns. Consumers are now shopping less at physical
stores. Instead, they prefer to frequent online ones. With the e-commerce
boom and accelerated digital transformation, customer expectations for
online shopping are rising fast. During the year under review, the Group
expanded its online licensing network and stepped up its online marketing
efforts, resulting in a significant rise in revenue from its online licensing
business and its licensing fee income increased by 62% year-on-year
to approximately HK$94.1 million (2021: HK$58.2 million). For the
year ended 31 December 2022, the Group’s total revenue amounted to
HK$199.8 million (2021: HK$105.7 million).

Despite the intimidating challenges posed by the epidemic and economic
downturn, the Group’s business transformation continued to bear fruit and
the Group truly turned into profitable on operation level in 2022. During
the year under review, the Group’s brand licensing business continued
to gain momentum and achieved stable operating profit. For the year
ended 31 December 2022, the Group recorded an operating profit of
approximately HK$49.2 million, compared to an adjusted operating loss of
approximately HK$19.5 million in 2021 if the one-off gain on the disposal
of an asset classified as held-for-sale and other related costs amounting
to approximately HK$104.1 million were excluded. The operating results
have proved that the Group has made good progress as a brand owner. The
Group expects its business to maintain sound development as the economy
gets back on track.

For the year ended 31 December 2022, basic earnings per share was
2.4 HK cents (2021: 2.9 HK cents) and the board of directors does not
recommend the payment of a final dividend (2021: Nil).

Brand Licensing Business

As the brand owner of the “Daphne” brand, the Group focuses on brand
management and licensing of footwear products, including women’s dress
shoes and casual shoes, to franchisees in Mainland China.

Daphne International Holdings Limited | Annual Report 2022
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Capitalising on the epidemic-induced e-commerce opportunities, the
Group continued to ramp up its online presence and expand the online
licensing network through our franchisees during the year under review.
Compared to the previous year, the number of online shops operated
by the Group’s franchisees has increased significantly which helped
the Group’s efforts to increase its market share. On the contrary, the
epidemic has severely dampened offline sales. During the year under
review, the Group kept a close eye on the market and macroeconomic
situation and actively rationalised its physical store network operated by
franchisees with the closure of underperforming and inefficient offline
stores and the opening of new stores. As of 31 December 2022, there
were approximately 149 (2021: 196) physical shops and 585 (2021: 254)
online shops respectively, all operated by franchisees under the licensing
arrangement of the Group. Although the pace of offline network expansion
was hindered by the epidemic, the Group believes that there is still room
for future development in offline channels as the economy begins to pick
up. In addition, brick-and-mortar stores can help a brand reach different
demographics and enhance brand awareness. With the development of
both online and offline channels, the Group can enjoy the merits of each
and can perhaps integrate the two channels to provide customers with
a more seamless shopping experience as well as generate synergies to
improve brand awareness and increase exposure. Therefore, the Group
will push forward the offline expansion strategy through our franchisees
in a prudent manner to capture market opportunities in the post-pandemic
era.

With a good understanding of the needs and preferences of consumers, the
Group is poised to strengthen and diversify its product mix by enhancing
product design, thereby building a strong brand image to attract young
consumers with high spending power. During the year under review, with
the collaboration of fashionable designers, the Group launched a new
original collection that is of high quality and reasonably priced. The new
original collection also has unique, youthful and trendy features to target
young consumers aged 18 to 28 who prefer brands that offer originality
and high quality yet affordable products. The Group actively devotes
resources in product design to develop products that are popular among
young consumers.

As self-expression is gaining more steam among young consumers,
following the positive market response received from the debut of the
“Sugar Cube Collection”, the Group launched the “Bubblegum Collection”
in the summer of 2022, which received an overwhelming response
from young consumers that was far beyond the Group’s expectations.
Considering the positive response from the “Bubblegum Collection”, the
Group will strengthen its efforts in highlighting originality in its product
design and development. Moreover, the Group will build stronger design
and marketing teams to keep abreast of domestic and international trends
and launch more stylish footwear products, thereby satisfying the growing
demands of young consumers and increasing the market share of the
“Daphne” brand in the segmentised market.
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The Group has been devoting itself to developing superb quality footwear.
During the year under review, the Group continued to implement the “quick
response for small orders” approach, catering to the rapidly changing
preferences and needs of consumers in the fast-changing and diversified
footwear industry. With the growing online licensing network and
increasing sales, the Group actively improved quality control and assurance
and streamlined each stage along the supply chain system to ensure
product quality and delivery efficiency. During the year under review,
the Group established a dedicated team to better manage the supply chain
system. With the support of new team, franchisees can preview the style
and quality of the sample to reduce order lead time. Furthermore, it also
significantly improved the efficiency of the supply chain and successfully
drove more revenue to the Group.

As part of the Group’s ongoing efforts to improve its brand image and
brand value, in the second half of 2022, the Group carried out marketing
campaigns for the soft launch of the new original collection on major
social media platforms such as “Xiaohongshu” and “Douyin”, increasing
exposure, reaching out to a larger audience, and driving conversations of
the brand. The collection was well-received by consumers and achieved
satisfactory sales performance in e-commerce channels. Riding on the
growing trend of the popularity of interest e-commerce platforms, the
Group will step up its marketing efforts on high-traffic social media
platforms to boost its brand awareness, build its customer loyalty on one
hand, and through actively implement innovative sales and marketing
strategy as well as engage with its consumers on the other hand, in order
to further expand its customer base and promote sustainable development
of the Group.

FINANCIAL REVIEW

Revenue and Gross Profit

The Group’s revenue mainly comprises licensing fee income and sales
of goods in Mainland China. For the year ended 31 December 2022, the
Group’s total revenue amounted to HK$199.8 million (2021: HK$105.7
million), an increase of 89% compared to 2021.

ASSE B — LB BB R o BRI > A
S AR A BRI /N FPUR T 07X AT ATERRE S E A
Zufb R EEZE D SRR A5 B R B
ANTGR o Bl AR _E 1 HEAR A 10 AN BT A 5 L 3
0> A B AR NG ok R P AR o AL I
RBA SRR B > LUREOR7E dh B R AN S A28 o (ol
SRR ARG B R OT SR B RR > DL G A B g R
B0 o AT KA SRR > o B AT DA BT AR Al
ahE > BETI AR RIS B RE ] o SRS > EOORAR R T
PRAYRR > R B G B ACE 2 B @

T TR TT R B R B (B AR =%
R RARTENALE | R B 45 T2 A A - B
JEASHRR R S EREE TR ) > BBt E > MAEZ R
o AL AR B RL R o SZ RS2 B E EOL
T B P SR A IS T2 T 8 1O B 6 A o IELE B 7
P HO S S 5 - AR I — Ty T IR AE =
BALSCIR T 6 B0 B T BE > DASR T b R A 45 BE A
SERE B > 53— T > A A R e A B R
W K B 2 B DUE— IR P AR fUEA
LRI -

St 5 o]

etz B B

A E R B A H B e Y R R R R A K
e - BE - F -+ H=1+—HILFEE
A [ 5 AR 55 199.8'F B T (W FE T —4F 1 105.7
HEWIG) » B E T —FHEN89% o

For the year ended 31 December
BET A=+ —HILEE

2022 2021 Change
Y- SSa: I S o 4k

HK$’million HK$ million

HEWBIT HEIT
Licensing fee income FERHEB A 94.1 58.2 +62%
Sales of goods & 105.7 475 +123%
Cost of sales FHE A (85.6) (50.3) +70%
_ Gross profit/(loss) from sales of goods  Hah#EEAN ~Ust) 201 2.8)  N/A RS
Total revenue I %5 A %E 199.8 105.7 +89%
Total gross profit BFIAEH 114.2 55.4 +106%

Daphne International Holdings Limited | Annual Report 2022




MANAGEMENT DISCUSSION AND ANALYSIS

o BELIE w i 52 00

Both of licensing fee income and sales of goods recorded a significant
increase as a result of further development and expansion of online channels
by our franchisees after the business transformation in prior years.

Revenue from licensing fee income increased by 62%, from HK$58.2
million to HK$94.1 million during the year under review, mainly
attributable the increase in number of online shops operated by our
franchisees.

On the other hand, the Group also focused on the distribution of footwear
products for better quality control and supply chain management to both
online and offline franchisees, revenue generated from sales of goods
increased significantly by 123% to HK$105.7 million compared to
HK$47.5 million which was mainly for clearance of inventories in 2021.
Gross margin of sales of goods also turned to positive for the year under
review. The Group’s overall gross margin improved by 4.8 percentage
points to 57.2% (2021: 52.4%).

Other Income

For the year ended 31 December 2022, the Group’s other income,
comprising mainly gross rental income from investment properties and
bank interest income, increased by HK$4.0 million from HK$51.0 million
in 2021 to HK$55.0 million. The increase was mainly due to the increase
in bank interest income due to increased bank balances and interest rates
during the year under review.

Operating Expenses

The Group’s operating expenses (including other (losses)/gains — net,
selling & distribution expenses, general & administrative expenses and
reversal of impairment loss/(impairment loss) on financial assets) were
approximately HK$120.0 million during the year under review, compared
with the adjusted operating expenses of HK$125.9 million in 2021 if
the gain on disposal of an asset classified as held-for-sale of HK$131.7
million and other related costs of HK$27.6 million were excluded.

Operating Profit

As a result of the above-mentioned reasons, the Group recorded an
operating profit of HK$49.2 million for the year ended 31 December 2022,
a decrease of HK$35.4 million or 42% compared with the operating profit
of HK$84.6 million in 2021. The Group achieved a stable operating profit
this year instead of an adjusted operating loss in 2021 if the one-off gain
on disposal of an asset classified as held-for-sale and other related costs
were excluded.

Finance Costs

Finance costs represent interests on convertible notes and lease liabilities,
amounting to HK$5.0 million (2021: HK$4.4 million) and HK$0.3 million
(2021: HK$0.3 million) respectively during the year under review.

Income Tax Expense

For the year ended 31 December 2022, the Group’s income tax expense
reduced by HK$25.8 million to HK$0.4 million (2021: HK$26.2 million),
mainly attributable to the utilisation of tax losses during the year under
review and the income tax provided on the disposal of an asset classified as
held-for-sale in 2021.
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Profit Attributable to Shareholders

For the year ended 31 December 2022, the Group’s profit attributable
to shareholders was HK$43.1 million compared to a profit of HK$52.7
million in 2021. Basic earnings per share was 2.4 HK cents (2021: 2.9 HK
cents) for the year ended 31 December 2022.

Liquidity and Financial Resources

As at 31 December 2022, the Group had equity attributable to shareholders
totalling HK$586.1 million (2021: HK$590.1 million). Cash and cash
equivalents amounted to HK$312.8 million (2021: HK$227.5 million),
which were denominated mainly in Renminbi and Hong Kong Dollar.
During the year under review, the change of cash and cash equivalents is
analysed as follows:
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For the year ended 31 December

BRET A= —HIEEE

2022 2021

HK$’million HK$ million

A ## T E# T
Net cash generated from/(used in) operating activities ~ ZEEEEIEA: /(BT H]) B3I 4 1958 137.8 (28.8)
Capital expenditure EARB L 1.1 (3.5)

Proceeds from disposal of property, plant and WEYZE - WS RGRH R A TE

equipment and an asset classified as held-for-sale 1 8 G E 2 T 2 A 0.1 1359
Investment in wealth management product TSR BA E 2 (33.5) -
Bank interest received S ERATFLE 5.3 0.9
Lease payments BT 3.6) (3.6)
Effect of foreign exchange rate changes [if % 5 ijJ W 19.7) 2.0
85.3 102.9

For the year ended 31 December 2022, the Group’s interest income on
bank balances and deposits was HK$5.3 million (2021: HK$0.9 million).

During the year under review, the Group purchased a wealth management
product offered and managed by Hua Xia Wealth Management Co., Ltd.
in Mainland China with contractual terms of 399 days from 8 March
2022 to 11 April 2023. The wealth management product is non-principal
guaranteed with variable return totalling HK$33.5 million (equivalent to
RMB30.0 million) and the expected annualised rate of return is around
4.45%. For details of this wealth management product, please also refer
to the announcements of the Company dated on 19 March 2022 and 22
March 2022.

As at 31 December 2022, the Group’s investment in wealth management
product was classified as financial asset at fair value through profit or loss
in the consolidated balance sheet and amounted to approximately HK$34.3
million (2021: Nil). For the year ended 31 December 2022, the unrealised
gain on fair value change from the wealth management product amounted
to approximately HK$0.8 million (2021: Nil).
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The purchase of the wealth management product was carried out by
the Group for treasury management purpose in order to maximise the
utilisation of surplus cash. The Group considers that the purchase of the
wealth management products will provide the Group with better returns
than the returns on deposits generally offered by commercial banks, and
would not affect the working capital or the normal business operation of
the Group. As such, the directors are of the view that the purchases of the
wealth management products are fair and reasonable and in the interests of
the Group and the shareholders of the Company as a whole.

As at 31 December 2022, the Group’s net gearing ratio was in net cash
(2021: net cash) position. Current ratio as at 31 December 2022 dropped
to 2.2 times (2021: 2.7 times) as the convertible notes of HK$31.7 million
will be matured in October 2023 and reclassified to current liabilities.
Management will continuously monitor the Group’s financial performance
and liquidity position and it believes that the Group has sufficient working
capital and financial resources for its operation in the foreseeable future.

Foreign Exchange Risk Management

The Group mainly operates in Mainland China with transactions primarily
settled in Renminbi. Foreign exchange risk arises from commercial
transactions and recognised assets and liabilities denominated in
currencies other than the functional currency of the Group’s entities to
which they operate. The Group is mainly exposed to foreign exchange risk
from various currencies, primarily with respect to Hong Kong dollars.

The Group manages its foreign exchange risk by performing regular
reviews of the Group’s net foreign exchange exposures and the Group
may use forward foreign exchange contracts when major fluctuation in
the relevant foreign currency is anticipated. The Group did not hedge its
foreign exchange exposure during the year under review. Any significant
exchange rate fluctuations of foreign currencies against Renminbi may
have had financial impact on the Group.

Pledge of Assets
As at 31 December 2022, the Group had no pledged assets (2021: Nil).

Capital Expenditure and Commitments

During the year under review, the Group incurred capital expenditure
of HK$1.1 million (2021: HK$3.5 million) primarily for leasehold
improvements and office equipment. As at 31 December 2022, the Group
had no material capital commitments.

Contingent Liabilities
As at 31 December 2022 and 2021, the Group had no material contingent
liabilities.
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Human Resources

As at 31 December 2022, the Group had a total of 90 (2021: 75)
employees predominantly in Mainland China and Hong Kong. Employee
benefits expense for the year ended 31 December 2022 was HK$45.0
million (2021: HK$38.5 million), including share-based payment expense
of HK$4.3 million (2021: HK$0.1 million). The overall increase of 17% in
employee benefits expense was mainly due to the increase in share-based
payment expenses and increased headcounts.

The Group values its human resources and recognises the importance of
retaining high calibre employees. Remuneration packages are generally
structured with reference to market conditions and terms as well as
individual qualifications. In addition, share options and discretionary
bonuses may be granted to eligible employees based on the performance
of the Group and of the individual employee. The Group also provides
various retirement plans, medical insurance schemes, staff purchase
discounts and training programmes to the employees in Mainland China
and Hong Kong.

OUTLOOK

Even though the epidemic has gradually become normalised and China
has scrapped many epidemic control measures, the world still encounter
many challenges and uncertainties in 2023 against the backdrop of the
increasingly complex international landscape and slowing global economic
growth. The macro environment remains volatile and unpredictable and
the foundation of China’s economic recovery is not yet stabilised.

As China enters a new phase of post-epidemic, production and daily life
are returning to normal, offline consumption scenarios will gradually
resume, while online consumption will continue to increase. The overall
consumer market is expected to recover gradually, and the Group remains
confident in the long-term development of China’s consumer market.
Therefore, the Group will continue to devote more resources to expand
its online licensing network and build more online business on various
e-commerce platforms to increase market share. Meanwhile, the Group
will take prudent approach to recruit more franchisees on offline channels
to explore opportunities in new markets. Moreover, the Group plans to
increase online and offline interactions and integrate online and offline
marketing activities, creating synergies to improve brand awareness, sales,
and market penetration.
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MANAGEMENT DISCUSSION AND ANALYSIS
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With an in-depth understanding of consumer preference, the Group’s new
collections with original designs received enthusiastic response during
the year under review. The Group plans to provide more high quality yet
affordable footwear products with original designs to attract more young
and high-spending consumers of the new generation.

Despite the initial success of the business transformation in 2022, the
Group is still in the process of business transformation. Looking ahead,
the Group will maintain a cautious view on the market and make timely
and appropriate adjustments to the business model to enhance operations.
The Group will also strengthen its efforts to improve the supply
chain management system and licensing business, further streamline
organisational structure, monitor store efficiency and improve quality
control and assurance, striving to better meet consumer demands with
high quality products and efficiency and create greater value for its
shareholders.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

EHELARHBEEANE G E

EXECUTIVE DIRECTORS

Mr. CHANG Chih-Kai, aged 42, has been an executive director of the
Company since November 2004 and has been appointed as the chairman
of the Board (the “Chairman”) since May 2017. He was also the chief
executive officer (“CEO”) of the Company from April 2016 to October
2020. Mr. Chang is also a member of each of the Nomination Committee
and Remuneration Committee of the Company. He is mainly responsible
for the management of the Board, product development and supply chain
management of the Group.

Mr. Chang studied a bachelor’s degree of art in Auckland University after
graduated from Pakuranga College in New Zealand. He is the brother
of Mr. Chang Chih-Chiao, an executive director and CEO, and holds
directorships in certain subsidiaries of the Company.

Mr. CHANG Chih-Chiao, aged 40, joined the Group in 2007 and has
become an executive director of the Company since June 2009. He has
been appointed as the CEO of the Company since October 2020 and is
currently responsible for strategic and business planning of the Group. He
also specialises in product design and marketing functions.

Mr. Chang obtained a bachelor’s degree in Visual Communication from
Northumbria University in the United Kingdom. Mr. Chang is the brother
of Mr. Chang Chih-Kai, the Chairman and an executive director, and also
holds directorships in certain subsidiaries of the Company.

Mr. WANG Jungang, aged 40, has been appointed as an executive
director of the Company and chief operating officer since October 2020.
He is responsible for the overall sales operation and the development of
brand licensing business of the Group. Mr. Wang was a co-founder of
Shanghai Tai Yue E-Commerce Ltd., also known as Tailorism, an online
made-to-measure startup company which aims to provide solutions for
fitting of clothing based on 3D modeling and big data computing, and
acted as its chief executive officer from October 2014 to October 2020.
He has extensive experience in establishing financial models, and strategic
and business operation planning. He was previously the chief operating
officer of Shanghai Muyao Textile Ltd. (Shirley Pajamas) from February
2012 to September 2014 and worked at Morgan Stanley Management
Service (Shanghai) Ltd. as an analyst from August 2008 to January 2012.

Mr. Wang obtained a master’s degree in Computer Software and Theory
from Peking University in July 2008 and a bachelor’s degree in Computer
Science and Technology from Nanjing University of Science and
Technology in July 2005.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. HUANG Shun-Tsai, aged 69, has been an independent non-
executive director of the Company since 2001 and is also acting as the
chairman of the Nomination Committee, and a member of each of the
Audit Committee and Remuneration Committee of the Company. Mr.
Huang is also a director of two health technology companies in Taiwan
and has been active in the health technology field for over 30 years.

Mr. HON Ping Cho Terence, aged 63, has been an independent non-
executive director of the Company since September 2019. He is also
the chairman of the Audit Committee, and a member of each of the
Nomination Committee and Remuneration Committee of the Company.

Currently, Mr. Hon is also an independent non-executive director of
three other companies listed on The Stock Exchange of Hong Kong
Limited, namely Xiabuxiabu Catering Management (China) Holdings
Co., Ltd. (Stock Code: 520), 361 Degrees International Limited (Stock
Code: 1361) and SinoMab BioScience Limited (Stock Code: 3681).
Between December 2017 to May 2021, Mr. Hon was the independent non-
executive director of Jimu Group Limited (Stock Code: 8187). He was
previously the chief financial officer and company secretary of DTXS Silk
Road Investment Holdings Company Limited (Stock Code: 620) from
June 2016 (as chief financial officer) and November 2016 (as company
secretary) until September 2018. Prior to working at DTXS Silk Road
Investment Holdings Company Limited, Mr. Hon worked at a number of
companies, including Auto Italia Holdings Limited (Stock Code: 720) as
chief financial officer and company secretary between December 2013
and April 2016, China Dongxiang (Group) Co., Ltd. (Stock Code: 3818)
as chief financial officer between December 2010 and October 2012,
Ka Wah Construction Materials (Hong Kong) Limited as chief financial
officer between September 2008 to December 2010, TOM Group Limited
(Stock Code: 2383) between June 2001 and February 2008 with his last
position as the group finance director, and Ng Fung Hong Limited as a
company secretary of the group between 1996 and 2001. Before moving
to the commercial section, Mr. Hon worked in an international accounting
firm.

Mr. Hon is a fellow member of the Association of Chartered Certified
Accountants, a member of the Hong Kong Institute of Certified Public
Accountants and a member of the Institute of Chartered Accountants
in England and Wales. He obtained a master’s degree in Business
Administration (Financial Services) from The Hong Kong Polytechnic
University in November 2004.

B ERATE S

NS Sk > 6OBR » 1 BT A L 7 2
SRS - GO R AL AL Z A E
B~ LR B R E B A 2 — o HEE

TRE B B R AR AN 7 2 S e R
i =4 -

B > 635K - I " F UL BIEE AL A
B PATHESE - SUMEEALFNERZR G T
B~ DR R B g A EE AL — -

AR B IR B = R T W A58 5 T A R W BT
AﬂZéﬁiéEiﬂ“%% 3 ) 2y W W M 248 A5 4L (
ﬁ&ﬁ@“i MEZLARHE © 520) ~ 361EBIBEA FRA

PEELARHE © 1361) S P B il RIE A RN 7 (B 2EAt
5%3@1 o AT E—LAEF T AEE R AN

] > IR B A A SR A PR B (BEERAC BT « 8187) 28
SEMATESF o  HE _F—/UENLH - kAR
PUTH ARSI E P A BR S /) (SRR SR 620) 2 & J Bt

BE (B ZEREAR]) kari®E (3 —F—R4FE
A o ARV T AR B B A PR RAE kT

L SVAN L) 2 /NIEIR AR SR 1 e e e g E|
TR NAED A W RIYEAT B A A IR ] (B2
R85+ 720) Z HEMB HIRAFARE > RF R4
TZHE TR AW A P B (D) AR
o E) (REZEAREE « 3818) X B E » i B F\4E
WAEZE T$+ H WM 5 5 3 g A IRA R
HEWEE —AEANHBE EE/EAM
ﬁ%nm*@ﬁ@“?ﬂ%ﬁwﬁ2%3ﬁﬁﬁuﬁ
E@%ﬁ%% DA B — UILASAT Jo B — A7 ]
WA HWATHRRA R Z LB A FRE - Vﬁ TR
%ﬁ%7ﬁ%igﬁlﬁaﬁ%$ﬁﬁiﬁ

\g? ?

WAL RNFAREGMATERG R - Fikgstim
NEG R LA W LR e R A g g H o )
T AR AU AR A e B OB T e A (e

5 ) - B o

B WM MR ARAE igiliﬁﬁﬁlaill




BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

EHELARHBEEANE G E

Mr. TAN Philip, aged 40, has been appointed as an independent non-
executive director of the Company since August 2021. He is also the
chairman of the Remuneration Committee, and a member of each of the
Audit Committee and Nomination Committee of the Company.

Currently, Mr. Tan has also been an executive director of Pacific
Millennium Packaging Group Corporation (Stock Code: 1820), a company
listed on The Stock Exchange of Hong Kong Limited, with effect from 1
November 2022 after having served as a non-executive director between
December 2019 and October 2022. Besides, he is also a director of (i)
Chongging Stone Tan Credit Guarantee Company Limited, (ii) Chongqing
Stone Tan Financial Leasing Company Limited; (iii) Chongqing Stone
Tan Small Business Loans Company Limited; (iv) Shanghai Asiacorp
Communications Co., Ltd.; and (v) Shanghai Pacific Millennium Asiacorp
Communications Company Limited.

Mr. Tan has been working as the finance service product and project
director of Stone Tan China Finance and Investment (Hong Kong)
Company Limited since January 2010. Mr. Tan worked for Nestle Group
in the United States of America, France and Shanghai, respectively, during
the period from 2004 to 2008 and held various positions including global
sales development project manager and regional sales manager. He also
served various positions including operational manager, project manager,
technical manager and general manager in the various group companies of
Pacific Millennium Packaging Group Corporation in some period between
2008 and 2009.

Mr. Tan holds a master’s degree of business administration from
University of Nebraska, USA and the degree of bachelor of science from
School of Business, Babson College, USA.
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CORPORATE GOVERNANCE REPORT
o FERIEa

The Company recognises the vital importance of good corporate
governance to the Group’s success and sustainability. The Company is
committed to achieving a high standard of corporate governance practices
as an essential component of high quality and has introduced corporate
governance practices appropriate to the operation and growth of its
business.

1.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles set out in the Corporate
Governance Code (the “CG Code”) as contained in Appendix
14 of the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Throughout the year ended 31 December 2022, the Company has
complied with all the applicable code provisions set out in the CG
Code.

The board of directors (the “Board”) will continue to enhance its
corporate governance practices appropriate to the operation and
growth of its business and to review such practices from time to time
to ensure that the Company complies with statutory and professional
standards and align with the latest development.

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules for dealing in securities
of the Company by the directors. Having made specific enquiry with
all directors, all directors have confirmed that they have complied
with the required standards set out in the Model Code throughout the
year ended 31 December 2022.

The Company also requires officers and employees of the Group
who, because of such office or employment, is likely to possess
inside information in relation to the Company or its securities,
be also bound by the Model Code, which prohibits them to deal
in securities of the Company at any time when he/she possesses
inside information in relation to those securities. No incident of
non-compliance of the Model Code by the relevant officers and
employees was noted by the Company for the year ended 31
December 2022.
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3. BOARD OF DIRECTORS 3. BEHEY

3.1 Board Composition 3.1 EHFHM

The Board and Board Committees as at the date of this report BEARE A HHGRERGENLZE

comprise: Tl TFIATA
Members of the Board/ Date of first Audit Nomination Remuneration
Board Committees becoming director Committee Committee Committee
EHG  HEARTRAARE HRIMERRZAY H#REBRT  HARHEA HMEE &
Executive directors:
HITEF
Mr. Chang Chih-Kai (Chairman) 22 November 2004 Member Member
SRS (L) “EZEFNEF—HZFZH M A
Mr. Chang Chih-Chiao (CEO) 12 June 2009
SR (T #) “EFNAFEANATH
Mr. Wang Jungang 21 October 2020
EREEE “EFCFFETASAH
Independent non-executive directors:
B HITES
Mr. Huang Shun-Tsai 31 July 2001 Member Chairman Member
IS4 —“EFEFFLH=1H A EN A
Mr. Hon Ping Cho Terence 25 September 2019 Chairman Member Member
TEIIAE e e “E-NENA AL B M A
Mr. Tan Philip 2 August 2021 Member Member Chairman
ARRBSEE e e VAN E = A A T

PUTHE A S B LRIz A L R T IRE R
BESD O Je 26 > DR R B B o T
S IE AT S A S (] A7 S EL A A B S A
EHEE MR o 2RI E BRI S
SRk o BTN - HOR - B0 R
R~ BT B AT A RV S AN 58 ST K

The executive directors draw on a rich and diverse experience
from the footwear distribution and retail business through both
online and offline channels as well as brand management while
the independent non-executive directors possess appropriate
professional qualifications and management expertise in
various industries. Through active participation in board

meetings to bring independent judgement to bear on issues
of strategy, policy, performance, accountability, resources,
key appointments and standards of conduct, taking the lead
in managing issues involving potential conflict of interests
and serving on board committees, all independent non-
executive directors contribute to the effective direction of the
Company and to safeguard the interests of the Company and its
shareholders.
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In order to ensure that independent views and input of the
independent non-executive directors are made available to
the Board, the Nomination Committee and the Board are
committed to assess the directors’ independence annually with
regards to all relevant factors related to the independent non-
executive directors including the following:

. required character, integrity, expertise, experience and
stability to fulfill their roles;

. time commitment and attention to the Company’s affairs;

. firm commitment to their independent roles and to the
Board;

. declaration of conflicts of interest in their roles as
independent non-executive directors;

. no involvement in the daily management of the Company
nor in any relationship or circumstances which would
affect the exercise of their independent judgement; and

. the chairman meets with the independent non-executive
directors regularly without the presence of the executive
directors.

For the year ended 31 December 2022, the Board was in
compliance with the requirements of the Listing Rules relating
to the appointment of at least three independent non-executive
directors (representing at least one-third of the Board), with
at least one independent non-executive director possessing
appropriate professional qualifications and accounting and
related financial management expertise.

Each independent non-executive director has provided the
Company annual confirmation of his independence to the
Company, and the Company considers these directors to be
independent pursuant to Rule 3.13 of the Listing Rules. The
names, biographies of the directors and relationship among
them are set out in the “Biographies of Directors and Senior
Management” on pages 20 to 22 of this annual report.
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3.2

3.3

34

Directors’ Responsibilities

The Board is responsible for overall management and control
of the Company, including the approval and monitoring of
all policy matters, overall strategies and budgets, internal
control and risk management systems, material transactions (in
particular those that may involve conflict of interests), financial
information, appointment of directors and other significant
financial and operational matters.

All directors have full and timely access to all relevant
information as well as the advice and service of the company
secretary and senior management. Any director may request
independent professional advice in appropriate circumstances
at the Company’s expense, upon making reasonable request to
the Board.

Delegation by the Board

The Board has delegated responsibilities to the executive
directors and senior management of the Company, including
implementing decisions of the Board and directing and
conducting the day-to-day operation and the management of
the Group. The delegated functions and responsibilities are
periodically reviewed by the Board and approval has to be
obtained from the Board prior to any significant transactions
are entered.

Appointment, Re-election and Removal of Directors
The appointment of a new director must be approved by the
Board. The Board has delegated to the Nomination Committee
to select and recommend candidates for directorship including
the consideration of referrals and engagement of external
recruitment professionals when necessary. The Nomination
Committee has established certain guidelines to assess
the candidates. These guidelines emphasise appropriate
professional knowledge and industry experience, personal
ethics, integrity and personal skills, and possible time
commitments to the Board and the Company.

Each newly appointed director would receive a comprehensive,
formal and tailored induction package covering business
operations, policy and procedures of the Company as well as
the general, statutory and regulatory obligations of being a
director to ensure that he/she is sufficiently aware of his/her
responsibilities under the Listing Rules and other relevant legal
and regulatory requirements and the Company’s business and
governance policies.
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Each of the directors (including non-executive directors) has
letter of appointment with the Company and is appointed for an
initial term of three years. All directors are subject to retirement
by rotation at least once every three years and are eligible for
re-election at annual general meetings in accordance with the
Listing Rules and the articles of association of the Company.
Every director newly appointed by the Board is subject to re-
election at the next following general meeting after his/her
appointment.

Notwithstanding the fact that Mr. Huang has served as an
independent non-executive director for more than 9 years,
the Board is satisfied that Mr. Huang has been providing
independent and objective judgement and advice to the Board
to safeguard the interests of the Company and the shareholders
as a whole. He has also actively participated in board meetings
and board committee meetings of the Company. Mr. Huang
has been able to fulfill the independence requirements as an
independent non-executive director over the years, and to
the best knowledge of the directors, he is independent from
other directors and management of the Company, and is free
from any business or other relationships or circumstances
which could interfere with the exercise of his independent and
professional judgement.

In addition, Mr. Huang is familiar with the Group’s business
and culture. He is also an entrepreneur on health and technology
industry for over 30 years who have been and can continue to
provide various advice to the Board from different perspectives,
and has contributed to the effectiveness of the Board for the
interest of the shareholders. Besides, Mr. Huang, currently
the chairman of the Nomination Committee and a member of
each of the Audit Committee and Remuneration Committee of
the Company, has also been continuously providing valuable
guidance to the Board.

The Board is therefore of the view that the long service of Mr.
Huang would not affect his exercise of independent judgement
and was satisfied that he has required character, integrity and
experience to continue to fulfill the roles of an independent
non-executive director.

Pursuant to article 84(1) of the Company’s articles of
association, at each annual general meeting one-third of the
Directors for the time being shall retire from office by rotation
provided that every director shall be subject to retirement at an
annual general meeting at least once every three years.

Accordingly, each of Mr. Chang Chih-Kai and Mr. Hon
Ping Cho Terence will retire from office as directors at the
forthcoming annual general meeting of the Company. Mr.
Chang and Mr. Hon, being eligible, will offer themselves for
re-election.
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3.5 Board Practices and Conduct of Meetings 35 EREHHRAGHER

The Board holds regular meetings no less than 4 times each
year to formulate overall strategy of the Group, monitor its
financial performance and maintain effective oversight over
management. Directors may participate either in person or
through electronic means of communications. Notice of regular
board meetings is served to all directors at least 14 days prior
to the meeting. For other board and committee meetings,
reasonable notice is generally given.

Agenda of each board meeting is usually sent to all directors
together with the notice of meeting in order to give them an
opportunity to include any other matters in the agenda for
discussion in the meeting. Board papers together with all
appropriate, complete and reliable information are sent to
directors at least 3 days before each board meeting to keep
the directors apprised of the latest development and financial
position of the Group and to enable them to make informed
decisions. The Board and each director also have separate
and independent access to the senior management whenever
necessary.

The Chairman and other relevant senior management normally
attend regular board and committee meetings, and where
necessary, other board and committee meetings to advise
on business development, financial and accounting matters,
statutory compliance, corporate governance, environmental,
social and governance issues and other major aspects of the
Group. Draft minutes are normally circulated to all directors for
comment in due course after each meeting and the final copy,
which is kept by the company secretary, is open for directors’
inspection.

Any material transaction, which involves a conflict of interests
for a substantial shareholder or a director, will be considered
and dealt with by the Board at a duly convened board meeting.
Except for those circumstances permitted by the Company’s
articles of association, a director who has a material interest
in any contract, transaction, arrangement or any other kind of
proposal put forward to the Board for consideration abstains
from voting on the relevant resolution and such director is not
counted for quorum determination purposes.

Apart from regular board meetings, the Chairman also held a
meeting with the independent non-executive directors without
the presence of the executive directors during the year.

The Board annually reviews the implementation and
effectiveness of the above mechanism to ensure availability of
independent views and input to the Board.
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3.6

3.7

Directors’ and Officers’ Liability Insurance

Liability insurance for directors and officers of the Group
was maintained by the Company with coverage for any legal
liabilities which may arise in the course of performing their
duties. The scope of coverage of the insurance is subject to
review annually.

Directors’ Training and Professional Development
All directors should keep abreast of their collective
responsibilities and of the conduct and business activities
of the Company. The Company is responsible for arranging
and funding suitable training for its directors. Accordingly,
the Company has put in place a training and development
programme for the directors including: (i) induction programme
as described in section “3.4 Appointment, Re-election and
Removal of Directors” above for newly appointed directors;
and (ii) on-going training and professional development
programmes for directors.

During the year ended 31 December 2022, the directors of
the Company participated in the continuous professional
developments in relation to roles and responsibilities of
directors, and regulatory updates of the Listing Rules,
environmental, social & governance issues and corporate
governance development in the following manner:

3.6

3.7
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Briefings and updates
on the roles and
responsibilities of
directors, regulatory
updates of the

Listing Rules,
environmental, social
and governance
issues, corporate

Attended
online training

sessions arranged governance
Name of Director HHELE by the Company development
A S A AT
DA AR~ B -
o KA R EHE D &
e NATE S REE IR
48 b BN ) 1] i B2 B
Executive directors: HfTEFH :
Mr. Chang Chih-Kai (Chairman) SRS (L) v v
Mr. Chang Chih-Chiao (CEO) REE S () v v
Mr. Wang Jungang FERMISEE v v
Independent non-executive directors: M/ FEH{THEF :
Mr. Huang Shun-Tsai BOE R SEAE v v
Mr. Hon Ping Cho Terence IR G v v
Mr. Tan Philip INI s v v
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3.8

3.9

Chairman and Chief Executive Officer

Code provision A.2.1 of the CG Code stipulates that the roles
of chairman and chief executive officer should be separate
and should not be performed by the same individual. During
the year, Mr. Chang Chih-Kai, an executive director, has been
the Chairman of the Board and Mr. Chang Chih-Chiao, an
executive director, has been the CEO.

Board Committees

The Board has established three committees, namely the Audit
Committee, the Nomination Committee and the Remuneration
Committee, to assist it in overseeing the Group’s affairs.
Each committee has its defined and written terms of reference
setting out its duties, powers and functions and being posted
on the Company’s website and the Stock Exchange’s website.
The board committees report regularly to the Board on
their decisions and recommendations and they are provided
with sufficient resources to discharge their duties and, upon
reasonable request, are able to seek independent professional
advice in appropriate circumstances, at the Company’s expense.

Audit Committee
The Audit Committee of the Company as at the date of this
report consists of the following directors:

Mr. Hon Ping Cho

Terence (Chairman)
Mr. Huang Shun-Tsai
Mr. Tan Philip

Independent non-executive director

Independent non-executive director
Independent non-executive director

The primary role and functions of the Audit Committee are
to assist the Board in reviewing the financial information
(including annual and half-yearly results) and reporting
process, risk management and internal control systems, and
the compliance with the applicable accounting principles and
practices, any applicable laws and the Listing Rules and liaison
with external auditors and internal auditors of the Group.

During the financial year, two Audit Committee meetings
were held and the executive directors, management and the
independent auditors also attended to provide necessary
information. The Audit Committee considered the audit plan,
terms of engagement and fees of the independent auditors for
the Board’s approval. It discussed the nature and scope of the
audit and reporting obligations. It also reviewed the financial
information of the Group including the annual and interim
financial statements, the management letters and reports issued
by the independent auditor, and the reports on the matters
of risk management and internal control systems as well
as the whistleblowing policy prepared by the internal audit
department.
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The Group’s consolidated financial statements for the year
ended 31 December 2022 have been reviewed by the Audit
Committee. The Audit Committee was of the opinion that the
consolidated financial statements of the Group for the year
ended 31 December 2022 comply with applicable accounting
standards and the Listing Rules and that adequate disclosures
have been made.

Nomination Committee
The Nomination Committee of the Company as at the date of
this report consists of the following directors:

Mr. Huang Shun-Tsai  Independent non-executive director
(Chairman)

Mr. Hon Ping Cho
Terence

Independent non-executive director

Mr. Tan Philip Independent non-executive director
Mr. Chang Chih-Kai Executive director

The Nomination Committee is responsible for recommending
suitable candidates to the Board for directorship, after
considering the independence and competence of the nominees,
to ensure that all nominations are fair and transparent. The
Nomination Committee reviews the structure, size and
composition (including skills, knowledge and experience) of
the Board and assesses the independence of the independent
non-executive directors.

During the financial year, one Nomination Committee meeting
was held. The Nomination Committee reviewed the structure,
size and diversity of the Board, considered the independence of
independent non-executive directors and recommended the re-
appointment of retiring directors which were approved by the
shareholders of the Company at the annual general meeting.

Policy for Nomination of Directors

It is the policy of the Nomination Committee to adopt the
following procedure, process and criteria for selecting and
recommending candidates for directorships.
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Selection Criteria

The Nomination Committee will evaluate, select and
recommend candidate(s) for directorships to the Board by
giving due consideration to a wide range of criteria, having due
regard to the benefits of diversity on the Board, including but
not limited to gender, age, experience, cultural and educational
background, expertise, skills and know-how, sufficient time to
effectively carry out their duties, their services on other listed
and non-listed companies (if any, which should be limited to
reasonable numbers), qualifications including accomplishment
and experience in the relevant industries the Company’s
business is involved in, independence, reputation for integrity,
potential contributions that the individual(s) can bring to the
Board and commitment to enhance and maximise value for
shareholders.

Nomination Procedure and Process

The Nomination Committee will recommend to the Board for
the appointment of a director in accordance with the following
procedure and process:

(a) by giving due consideration to the current composition
and size of the Board, develop a list of desirable skills,
perspectives and experience at the outset to focus the
search effort;

(b) consult any source it deems appropriate in identifying
or selecting suitable candidates, such as referrals from
existing directors, advertising, recommendations
from independent agency firms, and proposals from
shareholders of the Company, with due consideration
given to the criteria set out in the section titled “Selection
Criteria” above;

(c) adopt any process it deems appropriate in evaluating
the suitability of the candidates, such as interviews,
background checks, presentations and third-party
reference checks;

(d) upon considering a candidate suitable for the directorship,
the Nomination Committee will hold a meeting and/or by
way of written resolutions to, if thought fit, approve the
recommendation to the Board for appointment;

(e) make the recommendation to the Board in relation to the
proposed appointment and the proposed remuneration
package; and

(f)  the Board will have the final authority on determining the
selection of nominees.
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Summary of Board Diversity Policy

The Company has adopted a board diversity policy (the “Board
Diversity Policy”) which sets out the approach to achieve
and maintain diversity on the Board in order to enhance the
effectiveness of the Board.

Pursuant to the Board Diversity Policy, the Company seeks to
achieve board diversity through having due regard to a number
of diversity factors, including but not limited to gender, age,
cultural and education background, professional experience,
skills, knowledge and length of service, in the selection criteria
in considering the appointment of new directors. The Company
will also take into account factors relating to its own business
model and specific needs from time to time. The ultimate
decision is based on merit and contribution that the selected
candidates will bring to the Board.

Measurable Objectives

As at the date of this report, the Board comprises six directors.
Three of the directors are independent non-executive
directors, thereby promoting critical review and control of the
management process.

The Board currently has no female director. The Board would
continue to take initiatives to identify suitable candidates so
as to appoint at least one female director on the Board no later
than 31 December 2024.

Monitoring and Reporting

The Board sets measurable objectives to implement the Board
Diversity Policy and review such objectives from time to time
and at least once per year to ensure their appropriateness and
ascertain the progress made towards achieving those objectives.
The Nomination Committee will review the Board Diversity
Policy from time to time to ensure its continued effectiveness.

Gender Diversity of Workforce

Gender diversity at workforce levels (including our senior
management) is disclosed in the Company’s “Environmental,
Social and Governance Report 2022”.

Remuneration Committee
The Remuneration Committee of the Company as the date of
this report consists of the following directors:

Mr. Tan Philip Independent non-executive director
(Chairman)

Mr. Huang Shun-Tsai  Independent non-executive director

Mr. Hon Ping Cho Independent non-executive director
Terence

Mr. Chang Chih-Kai Executive director
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The Company has adopted the model whereby the
Remuneration Committee makes recommendations to the Board
on the remuneration packages and terms of service contracts
of individual director (including executive director) and senior
management. The Remuneration Committee is also responsible
for making recommendations to the Board on the Company’s
policy and structure for remuneration of all directors of the
Company and senior management of the Group and other
matters relating to remuneration. The remuneration of all
directors is subject to regular monitoring by the Remuneration
Committee to ensure that their remuneration and compensation
are reasonable.

During the financial year, three Remuneration Committee
meetings were held, in which the policy for the remuneration
of executive directors was reviewed, the executive directors’
performance were assessed, and the remuneration packages
of individual directors and senior management were reviewed
and considered. Details of the remuneration paid/payable to
individual directors and senior management during the year are
set out in Note 34 to the consolidated financial statements.

The Remuneration Committee also (i) reviewed and
recommended the termination of the Share Option Scheme
adopted in 2013 and the adoption of the new Share Option
Scheme in 2022, and (ii) reviewed and approved the grant of
share options to an employee of the Company during the year.

During the year, no share option was granted to any of the
directors and senior management of the Company.
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3.10 Meeting Attendance of Board and Board Committee
Members
The attendance records of each of the directors at the board
meetings, board committee meetings, annual general meeting
(AGM) of the Company held during the year ended 31

B0 FEHFREFERTIRZBEGRBZHE
s O
PEE B FEF A=t H IR
RAFIEITZ BT EER  ERGH N LA
frdrak ~ BCHUEAE K (BAUEAE K 6r) 2

December 2022 are set out in the table below: AE R DURE BT A
Number of meetings attended/Number of meetings held
E L e V& ZhR -k et
Audit  Nomination Remuneration
Board Committee Committee Committee AGM
Name of directors EHAM EHE  EKMZREE RAZBAG  FMZRAE BUBERE
Executive directors: HiFEE -
Mr. Chang Chih-Kai (Chairman) — SRESVEE (L) 6/6 - 171 3/3 11
Mr. Chang Chih-Chiao (CEO) WRE R (fTHA#) 6/6 - - - 11
Mr. Wang Jungang FHRAEE 6/6 - - - 1/1
Independent non-executive directors: W AHTES
Mr. Huang Shun-Tsai AR S 516 12 0/1 2/3 11
Mr. Hon Ping Cho Terence WA 616 22 11 33 111
Mr. Tan Philip R HEE 6/6 22 11 3/3 11
CORPORATE GOVERNANCE FUNCTION 4. EEIRBRAE

The Board is responsible for performing the corporate governance
duties of the Company. Terms of reference adopted by the Board
include the duties of the Board on corporate governance functions
to develop and review the Group’s policies and practices on
corporate governance, to review and monitor the training and
continuous professional development of the directors and the senior
management, to review and monitor the Company’s policies and
practices on compliance with legal and regulatory requirements, to
develop, review and monitor the code of conduct and compliance
manual applicable to employees and directors, and to review the
Group’s compliance with the CG Code and disclosure in this
Corporate Governance Report.
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S. ACCOUNTABILITY AND AUDIT

51

5.2

Financial Reporting

The directors acknowledge their responsibilities for preparing
the financial statements of the Group. The Board, supported
by the financial controllers and the finance department, is
responsible for the preparation of the financial statements of
the Group. In the preparation of the financial statements, the
Hong Kong Financial Reporting Standards and the disclosure
requirements of the Hong Kong Companies Ordinance and the
Listing Rules have been adopted, the appropriate accounting
policies have been consistently applied, and reasonable
judgements and estimates are properly made.

The Board aims to present a clear and balanced assessment
of the Group’s performance in the annual and interim
reports to shareholders, and make appropriate disclosure and
announcements in a timely manner. The directors are not aware
of any material uncertainties relating to events or conditions
that may cast significant doubt upon the Company’s ability to
continue as a going concern.

Auditor’s Remuneration and Auditor Related
Matters

The statement of the independent auditor of the Company,
PricewaterhouseCoopers, regarding their reporting
responsibilities on the consolidated financial statements of
the Group is set out in the “Independent Auditor’s Report” on
pages 58 to 62 of this annual report.

The remuneration paid/payable to PricewaterhouseCoopers for
the provision of audit service for the year ended 31 December
2022 was HK$1,850,000 (2021: HK$2,000,000), and no
non-audit services were provided during the year (2021:
HK$1,118,000).

The Audit Committee is responsible for making
recommendations to the Board as to the appointment,
reappointment or removal of the independent auditors. There
was no disagreement between the Board and the Audit
Committee on the selection, appointment, resignation or
dismissal of the independent auditor of the Company.
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5.3 JE\ A B e A I B 4

5.3 Risk Management and Internal Control

The Board is responsible for risk management (including
ESG risk) and internal control systems of the Group and for
reviewing its effectiveness. Such systems are designed to
manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss.

Aimed at providing reasonable assurance against material
errors, losses or fraud, the Company has established risk
management procedures which comprise the following process:

. Risk identification: identify major and significant risks
that could affect the achievement of goals of the Group;

. Risk evaluation and assessment: assess and evaluate
the identified risk according to its likely impact and the
likelihood of occurrence; and

. Risk management and mitigation: develop effective
control activities to mitigate the risks.

In particular, procedures have been designed for safeguarding
assets against unauthorised use or disposition, ensuring the
maintenance of proper accounting records for the provision of
reliable financial information for internal use or for publication,
and ensuring compliance of applicable laws, rules and
regulations.

Risk identification and assessment are performed or updated
annually, and the results of risk assessment, evaluation and
mitigation of each function or operation are recorded and
communicated to the Board and management for reviews.

An internal audit department has been established to conduct
risk management and internal audit of the Group. It performs
risk-based audits to review the effectiveness of the Group’s
risk management and internal control systems so as to provide
assurance that key business and operational risks are identified
and managed. The work carried out by the internal audit
department reports to the Audit Committee with its findings
and makes recommendations at least twice a year. During the
year, the Board has conducted a review of the effectiveness of
the risk management and internal control systems of the Group,
including financial, operational and compliance controls and
risk management functions.

The Company considers its risk management and internal
control systems effective and adequate.
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Whistleblowing Policy

The Board has adopted a whistleblowing policy (the
“Whistleblowing Policy”). The purpose of the Whistleblowing
Policy is to (i) foster a culture of compliance, ethical behaviour
and good corporate governance across the Group; and (ii)
promote the importance of ethical behaviour and encourage the
reporting of misconduct, unlawful and unethical behavior.

The nature, status and the results of the complaints received
under the Whistleblowing Policy are reported to the chairman
of the Audit Committee or the human resource director of the
Group. No incident of fraud or misconduct that has material
effect on the Group’s financial statements or overall operations
for the year ended 31 December 2022 has been discovered.

The Whistleblowing Policy is reviewed annually by the Audit
Committee to ensure its effectiveness.

Anti-corruption Policy

The Board has adopted an anti-corruption policy (the “Anti-
corruption Policy”). The Group is committed to achieving
the highest standards of integrity and ethical behaviour in
conducting its business. The Anti-corruption Policy forms an
integral part of the Group’s corporate governance framework.
The Anti-corruption Policy sets out the specific behavioural
guidelines that the Group’s personnel and business partners
must follow to combat corruption. It demonstrates the Group’s
commitment to the practice of ethical business conduct and
the compliance of the anti-corruption laws and regulations
that apply to its local and foreign operations. In line with
this commitment and to ensure transparency in the Group’s
practices, the Anti-corruption Policy has been prepared as a
guide to all Group’s employees and third parties dealing with
the Group.

The Anti-corruption Policy is reviewed and updated
periodically to align with the applicable laws and regulations as
well as the industry best practice.

Disclosure of Inside Information

The Group has in place a policy on disclosure of inside
information which sets out the procedures and internal controls
for handling and dissemination of inside information.

The policy provides guidelines to the directors, officers and all
relevant employees of the Group to ensure proper safeguards
exist to prevent the Company from breaching the statutory
disclosure requirements. It also includes appropriate internal
control and reporting systems to identify and assess potential
inside information.
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Key procedures in place include:

. define the requirements of periodic financial and
operational reporting to the Board and company secretary
to enable them to assess inside information and make
timely disclosures, if necessary;

. controls the access to inside information by employees on
a need-to-know basis, and safeguarding the confidentiality
of the inside information before it is properly disclosed to
public; and

. procedures of communicating with the Group’s
stakeholders, including shareholders, investors, analysts,
etc. in ways which are in compliance with the Listing
Rules.

The Group has also established and implemented procedures
to handle enquiries from external parties related to the market
rumours and other affairs of the Group.

To avoid uneven dissemination of inside information, the
dissemination of inside information of the Company shall
be conducted by publishing the relevant information on the
respective websites of the Stock Exchange and the Company.

6. COMPANY SECRETARY

Mr. Cheung Chun Hay has joined the Group since 2007 and has been
the Company Secretary of the Company since December 2013. Mr.
Cheung is currently also the vice president in finance of the Group
and has day-to-day knowledge of the Company’s affairs. During the
year, Mr. Cheung has duly complied with the relevant professional
training requirement under Rule 3.29 of the Listing Rules.
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7. INVESTOR RELATIONS AND 7. BEH BRI 2 8

SHAREHOLDERS ENGAGEMENT

7.1 Communications with Shareholders and Investors

O

7.1 BB K BE #

The Board recognises the importance of good communication
with its shareholders and investors. To ensure that shareholders
and potential investors are provided with ready, equal and
timely access to balanced and understandable information about
the Company, the Company has established several channels to
communicate with the shareholders as follows:

(a) the Company maintains website at “www.daphneholdings.com”
where information and updates on the Group’s business,
financial information, corporate governance practices and
other information are available to the public;

(b) other corporate communication such as annual reports,
interim reports and circulars are issued in printed form
and are available on the Stock Exchange’s website at
www.hkexnews.hk and the Company’s website;

(c) periodic announcements are made through the Stock
Exchange and published on the respective websites of the
Stock Exchange and the Company;

(d) annual and extraordinary general meetings provide
a forum for the shareholders to make comments
and exchange views with the directors and senior
management; and

(e) the Hong Kong branch share registrar of the Company
serves the shareholders in respect of share registration,
dividend payment and related matters.

Shareholders and investors may also address enquires to the
Company’s investor relations personnel by letter or email.
Contact information are listed on page 3 of this annual report.

The Company continues to enhance communication and
relationship with its shareholders and investors. The Board
designates personnel to maintain regular dialogue with
institutional investors and analysts through one-on-one
meetings, non-deal roadshows and investor briefings, whenever
necessary, to keep them informed of the Group’s development.

Directors (including non-executive directors) and the external
auditors also meet and communicate with shareholders at
the annual general meetings of the Company. The Chairman
proposes separate resolutions for each issue to be considered
and put each proposed resolution to the vote by way of a poll.
Voting results are posted on the websites of the Stock Exchange
and the Company on the day of the annual general meeting.

The Company considers its shareholders communication policy
implemented effectively.
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7.2

7.3

Constitutional Documents

For good corporate governance and with an effort to modernise
and update the Company’s constitutional documents, the
Company has adopted a new set of memorandum and articles of
association upon the shareholders’ approval at the Company’s
annual general meeting in May 2022. These constitutional
documents are available on the Company’s website and the
website of the Stock Exchange.

Dividend Policy

The Company has adopted a dividend policy (the “Dividend
Policy”). According to the Dividend Policy, in deciding
whether to propose a dividend and in determining the dividend
amount, the Board shall take into account, inter alia, the
following factors:

(i) the general financial condition of the Group;

(i) the Group’s actual and future operations and liquidity
position;

(iii) the Group’s expected working capital requirements and
future expansion plans;

(iv) the Group’s debt to equity ratios and the debt level;

(v) the retained profits and distributable reserves of the
Company and each of the members of the Group;

(vi) the shareholders’ and the investors’ expectation and
industry’s norm;

(vii) the general market conditions; and

(viii) any other factors that the Board deems appropriate.
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Dividends may be declared and paid to the shareholders
of the Company by way of cash or by other means that the
Board considers appropriate. The declaration and payment of
a dividend by the Company is also subject to any restrictions
under the Companies Law of the Cayman Islands and the
Company’s articles of association and any other applicable
laws and regulations. The Board will continually review the
Dividend Policy and reserves the right in its sole and absolute
discretion to update, amend, modify and/or cancel the Dividend
Policy at any time. The Dividend Policy shall in no way
constitute a legally binding commitment by the Company in
respect of its future dividend and/or in no way obligate the
Company to declare a dividend at any time or from time to
time.

8. SHAREHOLDERS’ RIGHTS

8.1 Convening Extraordinary General Meeting and

Putting Forward Proposals at General Meetings
Pursuant to article 58 of the articles of association of the
Company, the Board may whenever it thinks fit convene an
extraordinary general meeting. Any one or more shareholders
(the “requisitionist(s)”) holding at the date of deposit of the
requisition one-tenth or more of the paid up capital of the
Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition
to the Board or the company secretary of the Company, to
require an extraordinary general meeting to be called by the
Board for the transaction of any business specified in such
requisition and to add resolutions to a meeting agenda; and
such meeting shall be held within two months after the deposit
of such requisition. If within twenty-one days of such deposit
the Board fails to proceed to convene such meeting, the
requisitionist(s) themselves may convene a physical meeting at
only one location, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

There are no provisions under the Company’s articles of
association or the Companies Act of the Cayman Islands
regarding procedures for shareholders to put forward proposals
at general meetings other than a proposal of a person for
election as director. Shareholders may follow the procedures
set out above to convene an extraordinary general meeting for
any business specified in such written requisition.
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8.2 Putting Forward Enquiries to the Board
Shareholders may send their enquiries and concerns to the
Board by addressing them to the investor relations personnel
of the Company by letter or email. Details of the contact
information are set out on page 3 of this annual report.

On behalf of the board of directors

Chang Chih-Kai
Chairman
Hong Kong, 28 March 2023
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The directors submit their report together with the audited consolidated
financial statements of the Company and its subsidiaries (together the
“Group”) for the year ended 31 December 2022.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in Note 36 to the consolidated financial
statements. The Group is principally engaged in the licensing and
distribution of footwear products and accessories in Mainland China.

An analysis of the Group’s performance for the year by reportable segment
is set out in Note 5 to the consolidated financial statements.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2022
is provided in the Chairman’s Statement, Management Discussion and
Analysis, Corporate Governance Report of this annual report, and the
Company’s “Environmental, Social and Governance Report 2022”.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

As far as the board of directors is aware, the Group has complied with
the relevant laws and regulations that may cause a significant impact on
the business and operation of the Group in the event of a material breach
or non-compliance. During the year ended 31 December 2022, there was
no material breach nor non-compliance with the applicable laws and
regulations by the Group.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

A separate “Environmental, Social and Governance Report 2022 has also
been published on the websites of the HKEXnews (www.hkexnews.hk)
and the Company (www.daphneholdings.com) in compliance with the
“Environmental, Social and Governance Reporting Guide” as set out in
Appendix 27 to the Listing Rules.

DIVIDEND POLICY

The dividend policy of the Company is set out on pages 41 to 42 of this
annual report.

RESULTS AND APPROPRIATION

The results of the Group for the year ended 31 December 2022 and the
state of affairs of the Company and of the Group as at that date are set out
in the consolidated financial statements on pages 63 to 132.

The board of directors does not recommend the payment of a dividend in
respect of the year ended 31 December 2022.

m Daphne International Holdings Limited | Annual Report 2022

HHENEEHE T+ A=+ —HIMEE
2k o R A R R 4 ] (R AR ) 2
REFRAR A MBIR -

BT 3
ARAT Jy— FREREIR AT > IR B MR 4§ 2 30

HOT ARG P B R T E 36 o 7 42 1) 3 R o R FE A
HERIE i MR R R AT R0 B

AR S 3 T R O3 R BT T ROR B S R B
iEs

S5 [l Jge

AREMBE —F - FT A= HIREE R
[F] 910 T A A 2 TR St LR o L AT
FEAERIRE MR AR AL BRI

SRR A IR 1 TR

Gy s e - RN TSR AS R ) s e W N2 A ]
T G 3T AR A1 [T 2 55 M A% 34 G A S B AR B
B BEEF A= HIRERE > A
V9 NI K 7 I o R P S A R A R BOR R -

BREL - whE KBRS

Ay ) R SE b TR B gk = b A R -
HEgRERBREHRID) > CREBZH I
% 5 4 v (www.hkexnews.hk) M A A~ A A uh
(www.daphneholdings.com) TI) & — {3 B 7 B9 — & ==
I A LRI -

B BB SR
AR F e B BOR B AR 41 42 -

E Y id

AEEEE FE - FEF A=+t -HILEEZE
A DLRARS T R A EiR e B 2 2EBOIR LR 25 63
BIRHZEAMTWE -

EREOARERERE T+ H =S H IR
FEIREEI ., -




REPORT OF THE DIRECTORS
G

DONATIONS

There was no charitable and other donations made by the Group during
the year (2021: Nil).

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Movements in property, plant and equipment and investment properties
of the Group are set out in Notes 14 and 15 to the consolidated financial
statements, respectively. The “Particulars of Major Investment Properties”
are set out on pages 6 to 7 of this annual report.

SHARE CAPITAL

Movements of the share capital of the Company during the year ended
31 December 2022 are set out in Note 27 to the consolidated financial
statements.

DISTRIBUTABLE RESERVES

As at 31 December 2022, the distributable reserves of the Company
amounted to HK$313,910,000 (2021: HK$297,963,000). Movements
in the reserves of the Group and of the Company during the year are
set out in Notes 28 and 35(ii) to the consolidated financial statements,
respectively.

CONNECTED TRANSACTIONS

During the year ended 31 December 2022, there were no connected
transactions or continuing connected transactions of the Company under
Chapter 14A of the Listing Rules which are required to comply with any
of the reporting, announcement or independent shareholders’ approval
requirements.

The related party transactions shown in Note 33 to the consolidated
financial statements do not constitute connected transactions or continuing
connected transactions under the Listing Rules.

EQUITY-LINKED AGREEMENTS

(a) Convertible notes

The Company issued 9.0% convertible notes denominated at RMB
with the aggregate principle amount of RMB25,300,000 (equivalent
to approximately HK$28,633,000) on 14 October 2020. The
convertible notes have a maturity of 3 years from the issue date
and can be converted into shares at the noteholder’s option at the
conversion price of HK$0.221 per share. The maximum number
of ordinary shares to be issued upon the full conversion would be
164,541,807. Details of the movement of the convertible notes are
set out in Note 25 to the consolidated financial statements.

(b) Share options
Details of the share options granted in prior years and current year
are set out in Note 29 to the consolidated financial statements and
“Share options scheme” section below.
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SHARES OR DEBENTURES ISSUED DURING
THE YEAR

The Company has not issued any new shares or debentures during the year
ended 31 December 2022.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s articles
of association and there is no restriction against such rights under the laws
of the Cayman Islands, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 5 of this annual report.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SHARES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s shares for the year ended 31 December
2022.

DIRECTORS

The directors of the Company during the year and up to the date of this
report were:

Executive directors:

Mr. Chang Chih-Kai (Chairman)

Mr. Chang Chih-Chiao (Chief Executive Officer)
Mr. Wang Jungang

Independent non-executive directors:
Mr. Huang Shun-Tsai

Mr. Hon Ping Cho Terence

Mr. Tan Philip

According to article 84(1) of the Company’s articles of association, at
each annual general meeting one-third of the directors for the time being
(or, if their number is not a multiple of three, the number nearest to but not
less than one-third) shall retire from office by rotation provided that every
director shall be subject to retirement at an annual general meeting at least
once every three years.

Pursuant to article 84(1) of the Company’s articles of association, each
of Mr. Chang Chih-Kai and Mr. Hon Ping Cho Terence will retire from
office as directors at the forthcoming annual general meeting of the
Company. Mr. Chang and Mr. Hon, being eligible, will offer themselves
for re-election.
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All the independent non-executive directors have confirmed their
independence pursuant to Rule 3.13 of the Listing Rules and based on
such confirmations, the Company is of the opinion that the independence
status of the independent non-executive directors remained intact for the
year ended 31 December 2022.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographies of directors and senior management are set out on pages
20 to 22 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

The term of the directorship of each director is generally for a period of
three years unless either party gives one month written notice to the other
to terminate the letter of appointment before the expiry of the existing
term.

None of the directors who are proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company which is
not determinable within one year without payment of compensation, other
than statutory compensation.

REMUNERATIONS OF DIRECTORS AND
SENIOR MANAGEMENT

Details of the five highest paid individuals and the emoluments of the
directors and senior management of the Group are set out in Notes 13 and
34 to the consolidated financial statements of this annual report.

No director has agreed to waive any of his emoluments for the year ended
31 December 2022.

EMOLUMENT POLICY

The Company’s emolument policy comprises primarily a fixed component
(in the form of a base salary) and a variable component (which includes
discretionary bonus and other merit payments), considering other factors
such as their experience, level of responsibility, individual performance,
the performance of the Group and general market conditions.

The Remuneration Committee will meet at least once for each year to
discuss remuneration related matters (including the remunerations of
the directors and senior management) and review the remunerations
policy of the Group. The Remuneration Committee will then make
recommendations to the Board on the remuneration packages of each
individual director and senior management.
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RETIREMENT BENEFIT PLANS

The Group operates a defined contribution scheme in Hong Kong which
comply with the requirements under the Mandatory Provident Fund
(“MPF”) Schemes Ordinance. All assets under the schemes are held
separately from the Group under independently administrated funds.
Contributions to the MPF scheme follow the MPF Schemes Ordinance.
In the PRC, the Group’s employees are members of a state-managed
retirement benefit plans operated by the government of the PRC. The
Group’s subsidiaries in the PRC are required to contribute a specified
percentage of payroll costs to the retirement benefit scheme to fund the
benefits. The only obligation of the Group with respect to the retirement
benefit plans is to make the specified contributions. As at 31 December
2022 and 2021, except for voluntary contribution, no forfeited contribution
under the above-mentioned schemes is available to reduce the contribution
payable in future years.

DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS

No transactions, arrangements and contracts of significance in relation
to the Group’s business to which the Company’s subsidiaries, fellow
subsidiaries or its parent company was a party and in which a director of
the Company and the director’s connected party had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.

CONTRACTS OF SIGNIFICANCE WITH
CONTROLLING SHAREHOLDERS

During the year ended 31 December 2022, there were no (i) contract
of significance between the Company or any of its subsidiaries and a
controlling shareholder of the Company or any of its subsidiaries; nor (ii)
any contracts of significance for the provision of services to the Company
or any of its subsidiaries by a controlling shareholder or any of its
subsidiaries.
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INTERESTS OF DIRECTORS AND CHIEF
EXECUTIVE

As at 31 December 2022, the interests and short positions 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 under Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant to the
Model Code were as follows:

Long positions in shares and underlying shares of the Company:

ERERERITRARZ R

MREFZFEF A= H s AR RREE SR K
B el (82 R B Wep] ) 5835207 B 2 S et i
RLEE > AN FI S E S R EEATEL B A A R KR
Tt I R 6 VLo o e ) B A 91 T s o S ) B e ) ) 55
XVER) 2 B Ay KR B ey b 2 W i SR > SUARRAR
W<y QI AV E A A B BB AS B 2 Mg R ANE

A R RARBR LA 2 4 A

Number of Approximate

Number of underlying Total % of total

Name of directors Capacity shares held shares interests issued shares

il HAS e BT

EHAH St it B H JBetn B H RESR ARG IR AREE L

Mr. Chang Chih-Kai Personal interests - 23,200,000 23,200,000 1.28
KA A 8 A4S

Mr. Chang Chih-Chiao Personal interests - 20,200,000 20,200,000 1.11
RE®ILE (PN 5

Mr. Wang Jungang Personal interests - 51,800,000 51,800,000 2.86

et PN 5

Note: These interests represented the interests in underlying shares of the Company in
respect of share options granted to the directors.

Save as disclosed above, as at 31 December 2022, so far as is known to
any director or chief executive of the Company, none of the directors
or chief executive of the Company had any interests or short positions
in the shares, underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO) which
were required (i) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they were taken or deemed to have under such
provisions of the SFO), or (ii) to be entered in the register required to
be kept by the Company pursuant to Section 352 of the SFO, or (iii) as
otherwise to be notified to the Company and the Stock Exchange pursuant
to the Model Code.
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INTERESTS OF SUBSTANTIAL
SHAREHOLDERS

The register of substantial shareholders required to be kept under Section
336 of the SFO shows that as at 31 December 2022, the Company had
been notified of the following substantial shareholders’ interests and short
positions, being 5% or more of the Company’s issued share capital. These
interests are in addition to those disclosed above in respect of the directors
and chief executive.

Long positions in shares and underlying shares of the Company:

FERBRZ MR

FEAOS FIARYR RS 7 B B G191 26 3 36 M 2 KU T 7R A7 B
ZEBEBAE MR - RoF - AEF A=
H o ARAF CERNE N5 T2 R AR SR (B A
AR EEATIRASRE LA E) o tSF RN EHE L L
i B R AT B 2 Mg o

A w s RARBR LA 2 4 A

Approximate
Total % of total
Name of shareholders Capacity interests issued shares
B C AT
HRLN Sy HE 25 8t JBe Ay 48 F 43 b
Lucky Earn International Ltd. Beneficial interests 400,719,995 (Note 1) 22.09
H 4 i (BF&E—)
Warrior Limited Beneficial interests 329,456,045 (Note 2) 18.16
H i b (BFE=)
Teresaeleven Inc. Interests of controlled corporation 329,456,045  (Note 2) 18.16
TR ) MR (BHEE=)
Ms. Quan Qizi Interests of controlled corporation 329,456,045  (Note 2) 18.16
e Tt SR W Z W fi (BfFaE—)
Top Glory Assets Limited Beneficial interests 174,908,895  (Note 3) 9.64
4 M i (BHEE=)
Ms. Chen Jennifer Yi-Chen Interests of controlled corporation 174,908,895 (Note 3) 9.64
BRtG R L CECYNCIPa £ (BFE=)
Mr. Chen Tommy Yi-Hsun Interests of controlled corporation 176,508,895  (Note 3) 9.73
B B S5 2E and personal interests (f3E=)
SR F) WAt AR A 7
Pushkin Holding Ltd. Beneficial interests 147,740,920 (Note 4) 8.14
Bt A (BT
Mr. Chen Ming-Yuan Interests of controlled corporation 147,740,920  (Note 4) 8.14
PR B R S TN T 2 M (BF&ERT)
Mr. Ma Liang Chun Personal interests 109,862,000 6.06
& RERSeE 8 A HE i
Notes: [t aT -
1. Mr. Chang Chih-Kai, the chairman of the board of directors and an executive ~ — ° AN F VE A R AT E IR 9L A AR R UAT

director of the Company, and Mr. Chang Chih-Chiao, an executive director and
chief executive officer of the Company, and their two sisters have beneficial
interests of 26%, 26% and 24% each, respectively, in Lucky Earn International
Ltd., a company incorporated in the British Virgin Islands.

2. Warrior Limited has beneficial interests in 164,914,238 shares of the Company and
has subscribed for convertible notes of the Company. Upon full conversion of the
convertible notes, an aggregate of 164,541,807 shares would be issued to Warrior
Limited. Warrior Limited is wholly owned by Teresaeleven Inc., which in turn is
wholly owned by Ms. Quan Qizi. By virtue of the SFO, Teresaeleven Inc. and Ms.
Quan Qizi are deemed to be interested in 329,456,045 shares of the Company held
by Warrior Limited.

m Daphne International Holdings Limited | Annual Report 2022

HOAT BB RGR A Tt o BRI A Ik 20 P B
E Y JB B 4o BF 5 5 M ABUOL 2 Lucky Earn International Ltd.
26% ~ 26% K #524% 2 H i A o

Z - Warrior Limited ¥ 47 45 /A 7] 164,914,238 R [t 7 2 B i W
i o A B R IEA A Al 2 TR A S o A TR RS
HOE A% > Warrior Limited 1% 486 98 17 4451 164,541,807 /i
45 = Warrior Limited H Teresaeleven Inc. 2 & #EA > i
HHEMNBES T L E2EHA - R E &
Teresaeleven Inc. J #E 27 T4 -+ #% #1 /3 78 Warrior Limited
FTREA 2.329,456,045 AN 7] A A W £




REPORT OF THE DIRECTORS
G

3. Ms. Chen Jennifer Yi-Chen and Mr. Chen Tommy Yi-Hsun have beneficial
interests of 50% each in Top Glory Assets Limited, a company incorporated in the
British Virgin Islands. By virtue of the SFO, they are deemed to be interested in
174,908,895 shares of the Company held by Top Glory Assets Limited.

4. Pushkin Holding Ltd. is solely owned by Mr. Chen Ming-Yuan.

Saved as disclosed above, as at 31 December 2022, the Company had not
been notified by any person of any interests or short positions in the shares
and underlying shares of the Company which as recorded in the register to
be kept under Section 336 of the SFO.

SHARE OPTION SCHEME

On 25 May 2022, the Company terminated the share option scheme (the
“2013 Scheme”) which was adopted in 2013. Upon termination of the
2013 Scheme, no further share options could be granted under the 2013
Scheme (as at 1 January 2022: 9,144,238 share options available for grant
under the 2013 Scheme) but, in all other respects, the provisions of the
2013 Scheme shall remain in force to the extent necessary to give effect
to the exercise of any share options granted prior to the expiry of the 2013
Scheme. As at the date of this report and 31 December 2022, the total
number of shares available for issue (based on options granted and not
exercised) pursuant to the 2013 Scheme is 131,050,000 shares, representing
approximately 7.22% of the issued share capital of the Company, and
132,650,000 shares, representing approximately 7.31% of the issued share
capital as at 1 January 2022.

On 25 May 2022, a new share option scheme (the “2022 Scheme”)
was approved by the shareholders of the Company and adopted by the
Company. Unless otherwise cancelled or amended, the 2022 Scheme will
remain in force for 10 years from the date of adoption (i.e. until 24 May
2032).

The purpose of the 2022 Scheme is to enable the Company to grant
options to eligible participants, including any full-time or part-time
employees, officers or directors (including any executive directors, non-
executive directors and independent non-executive directors) of the Group
(subject to approval by the Remuneration Committee) as incentives or
rewards for their contribution or potential contribution to the Group.

The maximum number of shares which may be issued upon exercise
of all options to be granted under the 2022 Scheme and any other share
option schemes of the Company must not exceed 10% of the shares of the
Company in issue on 25 May 2022, being the date of approval and adoption
of the 2022 Scheme unless shareholders’ approval has been obtained.
The shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the 2022 Scheme and any other share
option schemes of the Company at any time shall not, in aggregate, exceed
30% of the shares of the Company in issue from time to time.

[1l
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The total number of options available for grant, hence shares available for
issue, under the 2022 Scheme is 181,405,662 which is approximately 10%
of the issued share capital of the Company as at 31 December 2022 and
the date of this report.

The total number of shares issuable under the 2022 Scheme and any
other share option schemes of the Company to each eligible participant
within any 12-month period shall not exceed 1% of the shares of the
Company in issue as at the date of grant unless shareholders’ approval
has been obtained. Share options granted to a director, chief executive or
substantial shareholder of the Company or any of their associates shall
be subject to prior approval by the independent non-executive directors
(excluding any independent non-executive director who is the grantee of
the share options). Share options granted to a substantial shareholder or
an independent non-executive director of the Company or any of their
associates, in excess of 0.1% of the shares of the Company in issue and
with an aggregate value in excess of HK$5 million, within any 12-month
period, shall be subject to prior approval by shareholders of the Company.

The period within which the shares must be taken up under an option
shall be determined by the board of directors and specified in the letter to
the grantee, which may be varied by the board of directors in accordance
with the terms of the 2022 Scheme, provided that it shall not under any
circumstances exceed 10 years from the date of grant of the relevant
option. The board of directors may, in its discretion, determine the time or
period when the right to exercise the options in respect of all or some of
the options to be vested.

The offer of a grant of share options shall be accepted no later than 28
days from the date of offer, upon payment of a nominal consideration of
HKS$1 in total by the grantee.

The exercise price of the share options is determinable by the board of
directors and must not be less than the highest of:

(a) the closing price of the shares as stated in the Stock Exchange’s daily
quotation sheets on the date of grant;

(b) the average of the closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five business days
immediately preceding the date of grant; and

(c) the nominal value of the shares.

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

As at the date of this report, the remaining life of the 2022 Scheme is
approximately 9.2 years.

During the year ended 31 December 2022, no share option was granted,
exercised, cancelled or lapsed and there were no outstanding share options
under the 2022 Scheme as at 31 December 2022.

Daphne International Holdings Limited | Annual Report 2022

TR T TARGHE N Al T Al IR T 2 B SR
181,405,662 > Ih AR AR E__F+_H=1—
H R AR A H I E BT AR 4 10% -

HRPE T T AR R AR AT AT A e PR
AT AT - A ) 1 4 4 A 2 B AT 2 BB
R APERARFRZ I I E BT 2 1% -
BRIE T BAALAE - mIAARIESE - FEITHAR
RTINS S P Jig ks
SERERH I 5L IR BT S E CR LR I L I IR R I
AAEAT B SL AT D) o PATAT+ AR H SR A A
08 ) T AR O S JF AT S e S AR A
AN T T AT 20.1% RARE ERBES A &
WL W BCHE » ZH S A A R BRI -

JEUA A2 B0 SR 2 52 BB A 2 W PR oh S = 1 AR AR
TR HIEY > A RME A SRR %
TAERHE 2 GRS > METEAR AT DL A S A
P HOTRE R AR o S AT I R E I PR P
Lo 2 JO AT S A T ok S R 2 B 2 B e ] s SO ]

S PR R 4 T by R IR R BE A BT RE — /W H A
AT E BT R RER AN -

S M 2 A7 ok oy S R BN T 81 e

(a) E@%&ﬁﬂ%ﬁ%i%%ﬂﬁ%%%%Z%ﬁ

(b) By B T4 H AT 5 3 H AR S B g H
RPN Z PR 5

() MLHymfE -

S BRI A 7 LR A AR B U R R & | 4%
SRR -

A B R T T AEFH BRI R R4 £59.24F o
BEF - FH A= HIIRFE > IR

MRS - AT SR ECR G R F T A
=B ST AR A A R AT G A A o




REPORT OF THE DIRECTORS
G

As at 31 December 2022, the total number of shares in respect of which A ZF _"4F+"H =+—H » RIFE_F— = F 51
options had been granted and remained outstanding under the 2013 4%t H i A AT A9 B A 48 #1045 131,050,000 /1% - #k 2 —
Scheme was 131,050,000. Details of the fair value of the share options & "4+ " H =+ —H (R4 £ 4% H 19 B A HE
granted during the year ended 31 December 2022 are set out in Note 29 to  {E{E.Z 71 WA 45 & BB R Ml 5129 -

the consolidated financial statements.

Movements of the outstanding share options granted under the 2013 éﬁ?;i — VY ZA=ZT—HIEEE > REZE

Scheme for the year ended 31 December 2022 are as follows: FEH T 45 R AL W AR AT ) M A BBl 19
T :
Exercise Granted Cancelled Lapsed Exercised ~ Outstanding at
price per  Outstanding at during during during during 31 December  Exercisable
Grantees Date of grant share 1 January 2022 the year the year the year the year 2022 period
e . e
ik ~H—H R R R LIV oy ol
REA R i WA il i %% frf WAL TR
(yyyy/mm/dd) HKS (yyyy/mm/dd)
(&/H/H) Wt (&/R/H)
(i) Executive directors Hi#F
Mr. Chang Chih-Kai ~ 2017/01/25 0.70 6,000,000 - - - - 6,000,000 2017/01/25 - 2027/01/24
kA (Note 1) (Hr#E—)
202112114 020 17,200,000 - - - - 17,200,000 2022/12/31 -2031/12/13
(Note 2) (JitzE )
M. Chang Chih-Chiao  2017/01/25 0.70 3,000,000 - - - - 3,000,000 2017/01/25 - 2027/01/24
REERE (Note 1) (fitzE—)
20211214 020 17,200,000 - - - - 17,200,000 2022/12/31 - 2031/12/13
(Note 2) (HFzE=)
Mr. Wang Jungang ~ 2021/12/24 020 51,800,000 - - - - 51,800,000 2022/12/31-2031/12/13
TRAEE (Note 3) (H&E=)

(ii) Employees fE5

In aggregate 2014/01/21 450 100,000 - - - - 100,000 2016/01/21 - 2024/01120
e (Note 4) (JzEM)
Tn aggregate 2017001725 070 2,250,000 - - - - 2250000 2017/01/25 - 2027/01/24
e (Note 1) (it —)
In aggregate 202112/14 020 35,100,000 - - (1,600,000) — 33500000 2022/12/31 - 2031/12/13
At (Note 2) (JitzE )
In aggregate 2022103125 020 - 2,000,000 - (2,000,000) - — 200212031 - 20311213
&t (Note 2) (Hfr =)
132,650,000 2,000,000 - (3,600,000) - 131,050,000

B WM MR ARAE iiiiiﬁﬁ‘iiﬁ
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Notes:
1. The share options shall vest one-third each year from the date of grant.

2. First 40% of the share options shall vest on 31 December 2022. The remaining
30% and 30% shall vest on 31 December 2023 and 2024 respectively, subject
to fulfillment and satisfaction of the Group’s targets for the years ending 31
December 2022, 2023 and 2024 respectively as determined by the Board.

3. The grant to Mr. Wang has been approved by the independent shareholders of
the Company at the annual general meeting held on 25 May 2022. First 40% of
the share options shall vest on 31 December 2022. The remaining 30% and 30%
shall vest on 31 December 2023 and 2024 respectively, subject to fulfillment and
satisfaction of the Group’s targets for the years ending 31 December 2022, 2023
and 2024 respectively as determined by the Board.

4. 100% of the share options shall vest after two years from the date of grant.

5. The closing price per share immediately before the date of grant on 21 January
2014 was HK$4.43.

6. The closing price per share immediately before the date of grant on 25 January
2017 was HK$0.69.

7. The closing price per share immediately before the date of grant on 14 December

2021 was HK$0.154.

8. The closing price per share immediately before the date of grant on 25 March 2022
was HK$0.128.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the year was the Company or
any of its subsidiaries a party to any arrangements to enable the directors
of the Company to acquire benefits by means of acquisition of shares in,
or debentures of, the Company or any other body corporate and none of
the directors or their spouses or children under the age of 18 had any right
to subscribe for the securities of the Company, or had exercised any such
right during the year.

Apart from the share option schemes of the Company as disclosed above,
at no time during the year was the Company, its subsidiaries or its fellow
subsidiaries a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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SIGNIFICANT INVESTMENT

During the year ended 31 December 2022, Daphne Investment (Group)
Co., Ltd., a wholly owned subsidiary of the Company, purchased a
wealth management product offered and managed by Hua Xia Wealth
Management Co., Ltd.. The principal amount of the wealth management
product is RMB30 million and non-principal guaranteed with variable
return. The term of the wealth management product is from 8 March 2022
to 11 April 2023. For further details, please refer to the announcements of
the Company dated 19 March 2022 and 22 March 2022.

MATERIAL ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES, ASSOCIATES OR JOINT
VENTURES

The Group did not have any material acquisition or disposal of
subsidiaries, associates or joint ventures for the year ended 31 December
2022.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s largest and five largest
customers accounted for approximately 28% and 70%, respectively, of the
Group’s total revenue during the year.

The aggregate purchases attributable to the Group’s largest and five largest
suppliers accounted for approximately 13% and 34%, respectively, of the
Group’s total purchases during the year.

None of the directors, their associates or any shareholders of the
Company, which to the knowledge of the directors owns 5% or more of
the Company’s share capital, had an interest in the Group’s five largest
suppliers.
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RELATIONSHIP WITH CUSTOMERS,
SUPPLIERS, SUBCONTRACTORS AND
EMPLOYEES

The Group maintains good relationships with its employees and certain
policies have been implemented to ensure that its employees are provided
with competitive remuneration, good welfare benefits and continuous
professional training. The Group also maintains good relationships with its
customers, suppliers and subcontractors, without whom the success in the
Group’s operation would be at risk.

During the year ended 31 December 2022, save as disclosed in this report,
there were no material disputes between the Group and its customers,
suppliers, subcontractors and employees.

COMPETING BUSINESS

None of the directors of the Company had any interest in any competing
business with the Company or any of its subsidiaries during the year.

PERMITTED INDEMNITY PROVISION

Pursuant to the articles of association and subject to the applicable
laws and regulations, the directors and officers of the Group shall be
indemnified out of the assets and profits of the Company from or against
all actions, costs, charges, losses, damages and expenses which they or any
of them may incur or sustain in or about the execution of their duty in their
offices. Such permitted indemnity provision has been in force during the
financial year and up to the date of this report. The Company has arranged
appropriate directors’ and officers’ liability insurance coverage for the
directors and officers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and to the
knowledge of the directors throughout the year ended 31 December 2022
and up to the date of this report, the Company has maintained sufficient
public float of more than 25% of the Company’s total issued share capital
as required by the Listing Rules.

RELIEF OF TAXATION

The Company is not aware of any relief from taxation available to the
shareholders by reason of their holding of the Company’s securities.
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AUDITOR 173 ]

The consolidated financial statements have been audited by %A M ESIEE & = EUKE ST EE IrEe > K
PricewaterhouseCoopers who retire and, being eligible, offer themselves — AF3RAT > MEAF A G5 I FH = ERL 4B AT -
for re-appointment.

EVENTS AFTER THE REPORTING PERIOD e % W DL A% rY S

Saved as disclosed in this report, there is no other important event ~ BEASH & I FEM W I > B -F - "4F A
affecting the Group since 31 December 2022 and up to the date of this = — H L E AR A A 1L » KA KA EAREE D

report. HREN -

On behalf of the board of directors REFERE

Chang Chih-Kai FE

Chairman Rl

Hong Kong, 28 March 2023 Fis, " =4F=H"1+/H
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INDEPENDENT AUDITOR’S REPORT
B 3 % B

To the Shareholders of Daphne International Holdings Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

What we have audited

The consolidated financial statements of Daphne International Holdings
Limited (the “Company”) and its subsidiaries (the “Group”), which are set
out on pages 63 to 132, comprise:

. the consolidated balance sheet as at 31 December 2022;

. the consolidated income statement for the year then ended;

. the consolidated statement of comprehensive income for the year
then ended;

. the consolidated statement of changes in equity for the year then
ended; and

. the notes to the consolidated financial statements, which include
significant accounting policies and other explanatory information.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2022, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) and have
been properly prepared in compliance with the disclosure requirements of
the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA’s Code
of Ethics for Professional Accountants (“the Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

Key audit matter identified in our audit is related to impairment of certain
investment properties.

Impairment of certain investment properties

Refer to Notes 2.7, 2.8 and 15 to the consolidated financial statements

The Group’s investment properties were measured at cost and
subsequently stated at cost less accumulated depreciation and impairment.
During the year ended 31 December 2022, the Group recognised
impairment losses of HK$18,573,000 for certain investment properties. An
external valuer was engaged and involved in the impairment assessments
to determine the recoverable amounts of those investment properties using
market approach. The valuations are dependent on certain assumptions
that require significant management judgement, including expected
unit market price. We focused on this area due to the significance of the
balance and significant management judgement and estimates involved in
determination of recoverable amounts of those investment properties.

How our audit addressed the Key Audit Matter

Our procedures in relation to management’s judgement and estimates
applied in assessing the impairment of certain investment properties
included:

. Understanding and evaluating relevant management’s controls
and processes relating to impairment of investment properties and
assessing the inherent risk of material misstatement by considering
the degree of estimation uncertainty and the judgement involved in
estimation of impairment of those investment properties;

. Evaluating the valuer’s competence, capabilities, independence and
objectivity;

. Reviewing the valuation report to assess the appropriateness of
methodologies used;

. Comparing the assumptions disclosed in the valuation report to an
estimated range with reference to publicly available information; and

. Involving our internal valuation expert to assess the valuation
methodology, the key assumptions used in the determination of
recoverable amounts of the investment properties with impairments.

Based upon the above, we found that the key assumptions used by
management in the impairment assessment of certain investment properties
to be supportable by available evidence.
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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises all of the information included in the
annual report other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit,
or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

The directors are responsible for overseeing the Group’s financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We
also:

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.

. Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the
Group to cease to continue as a going concern.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

. Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters,
the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify
during our audit.

We also provide the directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate
with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, actions taken
to eliminate threats or safeguards applied.

From the matters communicated with the directors, we determine those
matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of
such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Ms. Xu Yi Jing Vivian.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 March 2023
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CONSOLIDATED INCOME STATEMENT
f 1 WL A R

FOR THE YEAR ENDED 31 DECEMBER 2022 # £ ~ & " "4+ A =+—HILFF

2022 2021
e
Note HK$°000 HKS$’000
B &R AR AR
Revenue A 5 199,766 105,717
Cost of sales PHE A (85,541) (50,305)
Gross profit EH 114,225 55,412
Other income HAb A 6 55,037 51,020
Other (losses)/gains — net HAh (fs18) e ts — A 7 (16,139) 117,105
Selling and distribution expenses S N e BE (30,909) (22,862)
General and administrative expenses — W BATELBA X (73,820) (115,259)
Reversal of impairment loss/(impairment loss) 4 il & /2 i (EL s 1R 4% 0]
on financial assets (WA RETR) 848 (825)
Operating profit RSt 8 49,242 84,591
Finance costs A A 9 (5,313) (4,740)
Share of profit/(loss) of associates and JEAEB S AT R ERE
a joint venture B, (k5i8) 17,18 70 (26)
Profit before income tax W T A5 T 28 ) 43,999 79,825
Income tax expense PSR BH 52 10 (383) (26,249)
Profit for the year FENELA 43,616 53,576
Attributable to: LU & TN -
Shareholders of the Company AL FIEHR 43,107 52,723
Non-controlling interests FEHEh MR A 509 853
43,616 53,576
Earnings per share, basic and diluted B IR AR A v 1 |
(HK cents) (HEAIL) 11 2.4 2.9

The above consolidated income statement should be read in conjunction  Ph I %7 A 4 7 I BRLAH B B 55— D BE 3
with the accompanying notes.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
fk 1 2 T WL A R

FOR THE YEAR ENDED 31 DECEMBER 2022 # £ ~ & " "4+ A =+—HILF ¥

2022 2021

e

HK$’000 HK$’000

AR AR

Profit for the year R R F 43,616 53,576

Other comprehensive (loss)/income HAh 216 (F548) W as
Items that will not be reclassified subsequently — A H] R EF 0 £ 16 77
to profit or loss: WIEH :

_._ Currency translation differences | MESRERN (58846) 10418
Total comprehensive (loss)/income for the year 4F K12 [ (R548) /Ui 25 4848 (15,230) 63,994
Attributable to: -y 3

Shareholders of the Company EN/NElivE (8,268) 61,612
Non-controlling interests FEFE T HERE 22 (6,962) 2,382
(15,230) 63,994

The above consolidated statement of comprehensive income should be VA I 45 &2 T it 2% I B A BRI B s — - 0 o -
read in conjunction with the accompanying notes.
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CONSOLIDATED BALANCE SHEET
MEREEREER

AS AT 31 DECEMBER 2022 A —Z "+ H=1+—H

2022 2021
—E A B S
Note HK$’000 HKS$’000
! Tt AR
Non-current assets FET B A B
Property, plant and equipment W WE AR 14 2,257 18,740
Investment properties <L/ ES 15 477,185 541,188
Right-of-use assets ot P RE 16 7,709 13,523
Interests in associates AN ) 2 g 17 1,164 1,200
Interest in a joint venture WEEMNEL R 18 - -
488,315 574,651
Current assets B e
Trade receivables B 5 BEUUHR K 19 12,736 7,653
Deposits, prepayments and other Ty~ FEATERIE KA
receivables JREM R 20 22,174 26,928
Financial asset at fair value through profit AN TEEFIAREZ
or loss & RE E 21 34,323 -
Cash and cash equivalents by & e XL 22 312,776 227,489
382,009 262,070
Current liabilities i B £
Trade payables B 5 MEAT AR 23 35,041 4,107
Accrued charges and other payables JRE T2 ) 5 A AT Rk 24 36,897 46,917
Contract liabilities HHIEE 37,106 12,739
Convertible notes AR S5 25 31,661 -
Lease liabilities IS~ 16 3,806 3,107
Current income tax liabilities R T A5 B B A 26,402 29,693
170,913 96,563
Non-current liabilities FE U B £
Convertible notes ] R AE 25 - 29,377
Lease liabilities HEAM 16 4,292 4,301
Deferred income tax liabilities ESIE JUT £5 A5 T 4 A 26 4,341 4,749
o e eeemeeeceeecceesccceocccecccceeaoocoooo.o... KRR 8,633 38427
_Netcurrentassets  WEEESE 21109 165507
Net assets R 690,778 701,731
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CONSOLIDATED BALANCE SHEET
fRa B E AR

AS AT 31 DECEMBER 2022 A —&F "+ H=1+—H

2022 2021
Note HK$°000 HK$’000
B 54 Tt T-H T

Equity attributable to shareholders JBE SR MR A B 2
Share capital il 27 181,406 181,406
Reserves fet At 28 404,655 408,646
586,061 590,052
Non-controlling interests g il P E £ 104,717 111,679
Total equity WM LR 690,778 701,731

The consolidated financial statements on pages 63 to 132 were approved  H63E132H Z 45 AWM ECEEFH G —F — —4F

by the board of directors on 28 March 2023 and were signed on its behalf. = A =+ /\ At LR EFHGEEH -
Chang Chih-Kai Chang Chih-Chiao
R RE R
Director Director
#HH #HH

The above consolidated balance sheet should be read in conjunction with DA 454 & 7 B 5 S E B AR BRIk — R B8 o -
the accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
f 17 B 2% 58 B 5

FOR THE YEAR ENDED 31 DECEMBER 2022 # £ ~ & " "4+ A =+—H L4
Attributable to shareholders

T R M Non-
Share controlling
capital Reserves interests Total
e il
Jie A% faft HE %5 Mt
Note HK$’000 HK$’000 HK$°000 HKS$°000
B T THTT THT T
CAtUanuary2021  R=A—ACHTR 181,406 346824 .. 109297 637,527
Profit for the year AR N B - 52,723 853 53,576
Currency translation differences FfE .25 % - 8,889 1,529 10,418
Total comprehensive income  RWWCAMH S 61612 2382 63,994
Share option scheme: JHEERET#]
Value of grantee services I N RBS B 28 - 210 - 210
Total transactions with B SRAS o) A
_shareholders S 200 S 210
At 31 December 2021 and TR
1 January 2022 TZH=1+—HkK
E T —H—H 181,406 408,646 111,679 701,731
Profit for the year CRINPER | - 43,107 509 43,616
Currency translation differences [ 5,75 % - (51,375) (7,471) (58,846)
Total comprehensive loss  ®Ws#ias . (3:268) (G2 5.250)
Share option scheme: JERERET#]
Value of grantee services AR NS A 28 - 4,277 - 4,277
Total transactions with BRI A ) AR
__shareholders - 4277 - 4,277
At 31 December 2022 1 ——
+ZH=+—H 181,406 404,655 104,717 690,778

The above consolidated statement of changes in equity should be read in

conjunction with the accompanying notes.
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CONSOLIDATED CASH FLOW STATEMENT

maBlehER

FOR THE YEAR ENDED 31 DECEMBER 2022 # £ ~ & " "4+ A =+—HILF ¥

2022 2021
Note HK$°000 HK$’000
[ Tt T
Operating activities KEWEH)
Cash generated from/(used in) operations wEEA () 284 30(1) 139,005 (26,439)
Income tax paid BT Fr A (1,226) (2,343)
Net cash generated from/(used in) operating s EAE () 2 Bl
activiies e 137,779 (28,782)
Investing activities HEHEH
Investment in financial asset at fair value R TEER AR 2
through profit or loss A RVE A A (33,526) -
Acquisition of property, plant and equipment W B - W Tkt (1,130) (3,546)
Proceeds from disposal of property, plant B ~ WS S K
and equipment and an asset classified as DERBHELEEREZ
held-for-sale e 30(ii) 61 135,869
Bank interest received BRI T AR 5,306 921
Net cash (used in)/generated from investing BegiEE () EAZ
opetivities BEW# R 133244
Financing activities R EE)
Principal element of lease payments FHE AT 3R AR G0y (3,283) (3,218)
Interest element of lease payments FEEE Atk 2 RS 3y (322) (342)
_Net cash used in financing activities  MASCHBPIHZBeWwE 3605 (3.560)_
Net increase in cash and cash equivalents Bl B B 4 S AR 1 T A 104,885 100,902
Cash and cash equivalents as at 1 January H—H—H 285 LB &S EY 227,489 124,567
Effect of foreign exchange rate changes [T 23R 5 o) o (19,598) 2,020
Cash and cash equivalents Bt HA=Z+t—HZEERK
as at 31 December BlaSEY 22 312,776 227,489

The above consolidated cash flow statement should be read in conjunction

with the accompanying notes.
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GENERAL INFORMATION

Daphne International Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) are principally engaged in the
licensing and distribution of footwear products and accessories in
Mainland China.

The Company was incorporated in the Cayman Islands with limited
liability and its shares are listed on The Stock Exchange of Hong
Kong Limited. The address of its registered office is Cricket Square,
Hutchins Drive, PO Box 2681, Grand Cayman KY1-1111, Cayman
Islands.

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

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the years presented, unless
otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have
been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”) and disclosure
requirements of Hong Kong Companies Ordinance Cap. 622.
The consolidated financial statements have been prepared under
the historical cost convention, except for financial assets at fair
value through profit or loss which is measured at fair value.

The preparation of consolidated financial statements in
conformity with HKFRSs requires the use of certain critical
accounting estimates. It also requires management to exercise
its judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements, are
disclosed in Note 4.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

# B WA 5 e e i

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.1 Basis of preparation (Continued)
(i) New and amended standards adopted by the Group
The Group has applied the following new and amended
standards for the first time for their annual reporting
period commencing 1 January 2022:

Amendments to Annual Annual Improvements to
Improvements Project HKFRSs 2018-2020
Amendments to HKFRS 3, Narrow-scope Amendments

HKAS 16 and HKAS 37

Amendments to HKFRS 16 Covid-19-Related Rent
Concessions beyond 2021

Revised Accounting Merger Accounting for
Guideline 5 Common Control
Combinations

The adoption of the above new and amended standards
did not have any material impact on the Group’s
accounting policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2  PRINCIPAL ACCOUNTING POLICIES 2 FBEGFIEBOR ()

(CONTINUED)
2.1 Basis of preparation (Continued) 2.1 HRiEEYE(4H)
(ii) New and amended standards and interpretation not (i) PIAER A Z P e ) Je e ) 2> (& 5T R i T
yet adopted

Certain new and amended standards and interpretation
have been published that are not mandatory for annual

periods ending on 31 December 2022 and have not been

early adopted by the Group. These standards, amendments

and interpretation are not expected to have a material

impact on the Group in the current or future reporting

periods and on foreseeable future transactions.

Amendments to HKAS 1
and HKFRS Practice
Statement 2

Amendments to HKAS 8

Amendments to HKAS 12

HKFRS 17

Amendments to HKAS 1

Amendments to HKFRS 16

Revised Hong Kong
Interpretation 5

Amendments to HKFRS 10
and HKAS 28

2023

2024

Disclosure of Accounting
Policies'

Definition of Accounting
Estimates'

Deferred Tax related to Assets
and Liabilities Arising from a
Single Transaction!

Insurance Contracts and the
related Amendments'

Classification of Liabilities as
Current or Non-current and
Non-current Liabilities with
Covenants®

Lease Liability in a Sale and
Leaseback®

Presentation of Financial
Statements — Classification by
the Borrower of a Term Loan
that Contains a Repayment
on Demand Clause’

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture?

Effective for annual periods beginning on or after 1 January
Effective for annual periods beginning on or after 1 January

Effective date is to be determined

A o SI B L R A L AR A EL A AR
FoTFE T A= H AR
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Lo R o A MR ~ MERI 2 BT Mk R
TR G 72 W BRS04
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

# B WA 5 e e i

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.2 Consolidation
The consolidated financial statements include the financial
statements of the Company and all of its subsidiaries made up
to 31 December.

(i) Subsidiaries
Subsidiaries are all entities (including structured entities)
over which the Group has control. The Group controls
an entity when the Group is exposed to, or has rights to,
variable returns from its involvement with the entity and
has the ability to affect those returns through its power
over the entity.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provided evidence of an impairment of the
transferred asset. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with
the policies adopted by the Group.

The Group applies the acquisition method to account for
business combinations. The consideration transferred
for the acquisition of a subsidiary is the fair values of
the assets transferred, the liabilities incurred to former
shareholders of the acquiree and the equity interests issued
by the Group. The consideration transferred includes
the fair value of any asset or liability resulting from a
contingent consideration arrangement. Identifiable assets
acquired and liabilities and contingent liabilities assumed
in a business combination are measured initially at their
fair values at the acquisition date. The Group recognises
any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis. Non-controlling interests
in the acquiree that are present ownership interests
and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation are measured
at either fair value or the present ownership interests’
proportionate share in the recognised amounts of the
acquiree’s identifiable net assets. All other components of
non-controlling interests are measured at their fair values
at acquisition date, unless another measurement basis
is required by HKFRSs. Acquisition-related costs are
expensed as incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.2 Consolidation (Continued)

()

(i)

Subsidiaries (Continued)

Goodwill is initially measured as the excess of the
aggregate of the consideration transferred and the
fair value of non-controlling interest over the net
identifiable assets acquired and liabilities assumed. If this
consideration is lower than the fair value of the net assets
of the subsidiary acquired, the difference is recognised in
profit or loss.

Transactions with non-controlling interests that do not
result in loss of control are accounted for as equity
transactions — that is, as transactions with the shareholders
in their capacity as shareholders of the subsidiary. The
difference between fair value of any consideration paid
and the relevant share acquired of the carrying value of
net assets of the subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling interests are also
recorded in equity.

When the Group ceases to have control, any retained
interest in the entity is remeasured to its fair value at the
date when control is lost, with the change in carrying
amount recognised in profit or loss. The fair value is the
initial carrying amount for the purposes of subsequent
accounting for the retained interest as an associate,
joint venture or financial asset. In addition, any amount
previously recognised in other comprehensive income in
respect of that entity are accounted for as if the Group had
directly disposed of the related assets or liabilities. This
may mean that amounts previously recognised in other
comprehensive income are reclassified to profit or loss.

Associates and joint arrangements

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased
or decreased to recognise the investor’s share of the
profit or loss of the investee after the date of acquisition.
The Group’s investment in associates includes goodwill
identified on acquisition.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income is reclassified to profit or loss
where appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fir 0 B 25 A B

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.2 Consolidation (Continued)

(i)

Associates and joint arrangements (Continued)

The Group’s share of post-acquisition profit or loss
is recognised in the consolidated income statement,
and its share of post-acquisition movements in
other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment
to the carrying amount of the investment. When the
Group’s share of loss in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further loss,
unless it has incurred legal or constructive obligations or
made payments on behalf of the associate.

The Group assesses at each balance sheet date whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable that the
investments in the associates and joint arrangements
are impaired. If this is the case, the Group calculates
the amount of impairment as the difference between the
recoverable amount of the associate or joint arrangement
and its carrying value and recognises the amount adjacent
to “share of profit/(loss) of associates and a joint venture”
in the consolidated income statement.

Profit or loss resulting from upstream and downstream
transactions between the Group and its associates
are recognised in the Group’s consolidated financial
statements only to the extent of unrelated investor’s
interests in the associates. Unrealised losses are eliminated
unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of associates
have been changed where necessary to ensure consistency
with the policies adopted by the Group.

Gains or losses on dilution of equity interest in associates
are recognised in the consolidated income statement.

Under HKFRS 11, investments in joint arrangements
are classified as either joint operations or joint ventures
depending on the contractual rights and obligations of
each investor. The Group has assessed the nature of
its joint arrangements and determined them to be joint
ventures. Joint ventures are accounted for using the equity
method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.2

2.3

24

Consolidation (Continued)

(ii) Associates and joint arrangements (Continued)
Under the equity method of accounting, interests in joint
ventures are initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-
acquisition profits or losses and movements in other
comprehensive income. When the Group’s share of loss
in a joint venture equals or exceeds its interest in the joint
venture (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
joint venture), the Group does not recognise further loss,
unless it has incurred obligations or made payments on
behalf of the joint venture.

Unrealised gains on transactions between the Group
and its joint ventures are eliminated to the extent of
the Group’s interests in the joint ventures. Unrealised
losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of the joint ventures have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investments. The results of subsidiaries are accounted for by
the Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required
upon receiving dividends from these investments if the dividend
exceeds the total comprehensive income of the subsidiary in
the period the dividend is declared or if the carrying amount of
the investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.

Segment reporting

Operating segments are reported in a manner consistent with
the internal reporting provided to the chief operating decision-
maker. The chief operating decision-maker who is responsible
for allocating resources and assessing performance of the
operating segments, has been identified as the executive
directors of the Company that make strategic decisions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fir 0 B 25 A B

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.5 Foreign currency translation

@

(ii)

(iii)

Functional and presentation currency

Items included in the financial statements of each of
the Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in HKS$, while the
Company’s functional currency is Renminbi (“RMB”).

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates at the
dates of the transactions or valuation where items are
remeasured. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies
are generally recognised in the consolidated income
statement.

Non-monetary items that are measured at fair value in a
foreign currency are translated using the exchange rates at
the date when the fair value was determined. Translation
differences on assets and liabilities carried at fair value
are reported as part of the fair value gain or loss. For
example, translation differences on non-monetary assets
and liabilities such as equities held at fair value through
profit or loss are recognised in profit or loss as part of the
fair value gain or loss and translation differences on non-
monetary assets such as equities classified as fair value
through other comprehensive income are recognised in
other comprehensive income.

Group companies

The results and financial position of all the Group’s
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency are
translated into the presentation currency as follows:

. assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that
balance sheet;

. income and expenses for each income statement and
statement of comprehensive income are translated at
average exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in
which case income and expenses are translated at
the rate on the dates of the transactions); and

. all resulting exchange differences are recognised in
other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.5 Foreign currency translation (Continued)
(iii) Group companies (Continued)

(iv)

Currency translation differences arising from foreign
operations may be reclassified subsequently to profit or
loss; while currency translation differences arising from
non-foreign operations are not reclassified subsequently
to profit or loss.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate. Currency translation differences arising are
recognised in other comprehensive income.

Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a disposal
of the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, a disposal involving loss of
joint control over a joint venture that includes a foreign
operation, or a disposal involving loss of significant
influence over an associate that includes a foreign
operation), all of the currency translation differences
accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified
to profit or loss.

In the case of a partial disposal that does not result in the
Group losing control over a subsidiary that includes a
foreign operation, the proportionate share of accumulated
currency translation differences are re-attributed to non-
controlling interests and are not recognised in profit or
loss. For all other partial disposals (that is, reductions
in the Group’s ownership interest in associates or joint
ventures that do not result in the Group losing significant
influence or joint control), the proportionate share of the
accumulated exchange difference is reclassified to profit
or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fir 0 B 25 A B

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.6

2.7

Property, plant and equipment

Property, plant and equipment are stated at historical cost less
accumulated depreciation and accumulated impairment losses,
if any. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is
derecognised. All other repair and maintenance are charged to
the consolidated income statement during the financial period
in which they are incurred.

Depreciation of property, plant and equipment is calculated
using the straight-line method to allocate their costs to their
residual values, where appropriate, over their estimated useful
lives, as follows:
Buildings 20 to 50 years
Leasehold improvements 3to 5 years
Furniture, fixtures and equipment and

motor vehicles 5 to 10 years
The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount (Note 2.8).

Gains or losses on disposals of property, plant and equipment
are the difference between the net sales proceeds and the
carrying amount of the relevant assets and are recognised in the
consolidated income statement.

Investment properties

Investment properties, comprising land and buildings, are held
for long-term rental yields or for capital appreciation or both,
and that are not occupied by the Group.

Investment properties are initially measured at cost,
including related transaction costs. After initial recognition,
the investment properties are stated at historical costs less
accumulated depreciation and accumulated impairment, if any.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.7

2.8

Investment properties (Continued)

Historical cost includes expenditure that is directly attributable
to the acquisition of the assets. Subsequent expenditure is
charged to the carrying amount of the asset only when it is
probable that future economic benefits associated with the
property will flow to the Group and the cost of the property can
be measured reliably. All other repair and maintenance costs
are expensed in the consolidated income statement during the
financial period in which they are incurred.

Depreciation is calculated using the straight-line method
to write off the cost over the estimated useful lives to their
estimated residual values. Estimated useful lives of land and
buildings are from 20 to 50 years.

The residual values and useful lives are reviewed, and adjusted
if appropriate, at each balance sheet date. The carrying amounts
of assets are reviewed regularly. An investment property’s
carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its
estimated recoverable amount (Note 2.8).

Gains or losses on disposals are determined as the difference
between the net sales proceeds and the carrying amounts of the
relevant assets and are recognised in the consolidated income
statement.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impairment. Assets
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair
value less costs of disposal and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest level
for which there are separately identifiable cash flows (cash-
generating units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal of
the impairment at each balance sheet date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fir 0 B 25 A B

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.9 Investments and other financial assets

(@

(i)

(iii)

Classification
The Group classifies its financial assets in the following
measurement categories:

. those to be measured subsequently at fair value
through profit or loss; and

. those to be measured at amortised cost.

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

For assets measured at fair value, gains and losses will
be recorded in profit or loss. The Group reclassifies debt
investments when and only when its business model for
managing those assets changes.

Recognition and derecognition

Regular way purchases and sales of financial assets are
recognised on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from
the financial assets have expired or have been transferred
and the Group has transferred substantially all the risks
and rewards of ownership.

Measurement

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

Subsequent measurement depends on the Group’s
business model for managing the asset and the cash flow
characteristics of the assets. There are two categories
which the Group classifies its financial assets:

. Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest
are measured at amortised cost. Interest income from
these financial assets is included in “other income”
using the effective interest rate method. Any gain or
loss arising on derecognition is recognised directly
in profit or loss and presented in “other (losses)/
gains — net”, together with foreign exchange gains
or losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2  PRINCIPAL ACCOUNTING POLICIES 2 FBEGFIEBOR ()

(CONTINUED)

2.9 Investments and other financial assets (Continued)

2.9 Bt i 4 ik e (A

(iii) Measurement (Continued)

. FVPL: Assets that do not meet the criteria for
amortised cost are measured at FVPL. A gain or loss
that is subsequently measured at FVPL is recognised
in profit or loss and presented net within “other
(losses)/gains — net” in the period in which it arises.

(iv) Impairment
The Group assesses on a forward looking basis the
expected credit losses associated with its financial assets
carried at amortised cost and FVPL. The impairment
methodology applied depends on whether there has been
a significant increase in credit risk.

For trade and other receivables, the Group applies the
simplified approach permitted by HKFRS 9, which
requires lifetime expected credit loss to be recognised
from initial recognition of the receivables, see Note 3.1(iii)
for further details.

2.10 Convertible notes

Convertible notes that can be converted into equity share
capital at the option of the holder, where the number of shares
that would be issued on conversion and the value of the
consideration that would be received do not vary, are accounted
for as compound financial instruments, which contain both a
liability component and an equity component.

At initial recognition the liability component of the convertible
notes is determined using market interest rate for an equivalent
non-convertible instrument. The remainder of the proceeds
is allocated to the conversion option as equity component.
Transaction costs that relate to the issue of the compound
financial instrument are allocated to the liability and equity
components in proportion to the allocation of proceeds.

The liability component is subsequently carried at amortised
cost, calculated using the effective interest method, until
extinguished on conversion or maturity. The equity component
is recognised in equity, net of any tax effects, until either the
convertible notes are converted or redeemed.

If the convertible notes are converted, the relevant equity
component and the carrying amount of the liability component
at the time of conversion are transferred to share capital and
share premium for the shares issued. If the convertible notes
are redeemed, the equity component is transferred to retained
profits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fir 0 B 25 A B

2  PRINCIPAL ACCOUNTING POLICIES 2 FBEEEIEOR(4)

(CONTINUED)

2.11 Offsetting financial instruments

211 k&R TR

Financial assets and liabilities are offset and the net amount
is reported in the balance sheet when there is a legally
enforceable right to offset the recognised amount and there is
an intention to settle on a net basis or realise the asset and settle
the liability simultaneously. The legally enforceable right must
not be contingent on future events and must be enforceable
in the normal course of business and in the event of default,
insolvency or bankruptcy of the Group or the counterparty.

2.12 Trade and other receivables
Trade receivables are amounts due from customers for goods
sold or services performed in the ordinary course of business.

Trade and other receivables are recognised initially at the
amount of consideration that is unconditional unless they
contain significant financing components, when they are
recognised at fair value. The Group holds the trade and other
receivables with the objective to collect the contractual cash
flows and therefore measures them subsequently at amortised
cost using the effective interest method. See Note 3.1(iii) for
further information about the Group’s accounting for trade and
other receivables for a description of the Group’s impairment
policies.

2.13 Cash and cash equivalents
Cash and cash equivalents include cash in hand and deposits
held at call with banks with original maturities of three months
or less.

2.14 Share capital
Ordinary shares are classified as equity. Incremental costs, net
of tax, directly attributable to the issue of new shares or options
are shown in equity as a deduction from the proceeds.

2.15 Trade and other payables
Trade and other payables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method.

2.16 Current and deferred income taxes
Income tax for the year comprises current and deferred tax.
Income tax is recognised in the consolidated income statement,
except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the
income tax is also recognised in other comprehensive income
or directly in equity respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.16 Current and deferred income taxes (Continued)

()

(i)

(iii)

Current income tax

Current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the places where the Group operates
and generates taxable income. Management periodically
evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject
to interpretation and establishes provisions where
appropriate on the basis of amounts expected to be paid to
the tax authorities.

Deferred income tax

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in
the consolidated financial statements. However, deferred
tax liabilities are not recognised if they arise from the
initial recognition of goodwill, the deferred income tax
is not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws) that
have been enacted or substantively enacted at the balance
sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can be
utilised.

Deferred tax liabilities and assets are not recognised
for temporary differences between the carrying amount
and tax base of investments in foreign operations where
the Group is able to control the timing of the reversal
of the temporary differences and it is probable that the
differences will not be reversed in the foreseeable future.

Offsetting

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income tax assets and liabilities relate to income taxes
levied by the same tax authority on either the taxable
entity or different taxable entities where there is an
intention to settle the balances on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fir 0 B 25 A B

2  PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.17 Employee benefits

@

(ii)

(iii)

Bonus plans

The Group recognises a liability and an expense for
bonuses with reference to a number of factors including
the Group’s operating results, individual and market
performance and directors’ discretion. The Group
recognises a provision where contractually obliged
or where there is a past practice that has created a
constructive obligation.

Pension obligations

The Group participates in various defined contribution
retirement schemes which are established by governments
or separately administered funds. A defined contribution
plan is a pension plan under which the Group pays fixed
contributions to separately administered funds on a
mandatory, contractual or voluntary basis. The Group
has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assets
to pay all employees the benefits relating to employee
service in the current and prior periods. The Group’s
contributions are recognised as employee benefits expense
when they are due and are reduced by contributions
forfeited by those employees who leave the scheme prior
to vesting fully in the contributions. Prepaid contributions
are recognised as an asset to the extent that a cash refund
or a reduction in the future payments is available.

Share-based compensation

The Group operates an equity-settled share-based
compensation plan under which the Group receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value of
the employee services received in exchange for the
grant of the options is recognised as an expense. The
total amount to be expensed over the vesting period is
determined by reference to the fair value of the options
granted, including any market performance conditions
and excluding the impacts of any non-market service
and performance vesting conditions (for example,
profitability, sales growth targets and retaining employees
over a specified period) as well as any non-vesting
conditions (for example, the requirement for employees
to save). Non-market vesting conditions are included
in assumptions about the number of options that are
expected to vest. The total amount expensed is recognised
over the vesting period, which is the period over which all
of the specified vesting conditions are to be satisfied. At
each balance sheet date, the Group revises its estimates
of the number of options that are expected to vest based
on non-marketing vesting conditions. It recognises the
impact of the revision of original estimates, if any, in
the consolidated income statement with a corresponding
adjustment to equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.17 Employee benefits (Continued)
(iii) Share-based compensation (Continued)

(iv)

)

The proceeds received net of any directly attributable
transaction costs are credited to share capital (at nominal
value) and share premium when the options are exercised.

If an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. However, if a new award is substituted for
the cancelled award, and designated as a replacement
award on the date that it is granted, the cancelled and new
award are treated as if they were a modification of the
original award.

If an equity award is cancelled by forfeiture, when the
vesting conditions (other than market conditions) have not
been met, any expense not yet recognised for that award, as
at the date of forfeiture, is treated as if it had never been
recognised. At the same time, any expense previously
recognised on such cancelled equity awards is reversed
from the accounts effective as at the date of forfeiture.

The dilutive effect, if any, of outstanding options is
reflected as additional share dilution in the computation
of earnings per share.

Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement
date, or whenever an employee accepts voluntary
redundancy in exchange for these benefits. The Group
recognises termination benefits at the earlier of the
following dates: (a) when the Group can no longer
withdraw the offer of those benefits; and (b) when the
Group recognises costs for a restructuring that is within
the scope of HKAS 37 and involves the payment of
termination benefits. In the case of an offer made to
encourage voluntary redundancy, the termination benefits
are measured based on the number of employees expected
to accept the offer. Benefits falling due more than 12
months after the balance sheet date are discounted to their
present value.

Employee leave entitlements

Employee entitlements to annual leave are recognised when
they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services
rendered by employees up to the balance sheet date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

# B WA 5 e e i

2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.18 Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of past events
and it is probable that an outflow of economic resources will
be required to settle the obligation; and the amount has been
reliably estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow of economic resources will be required in
settlement is determined by considering the class of obligations
as a whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligations using a pre-
tax that reflects current market assessments of the time value
of money and the risks specific to the obligation. The increase
in the provision due to passage of time is recognised as interest
expense.

2.19 Revenue recognition

(i) Licensing fee income
Licensing fee income represents revenues from
franchisees. Revenue is recognised when control of
the Group’s authenticated products is transferred to
franchisees, being when the products are delivered to the
franchisees. Revenue is presented net of credits granted to
franchisees. No element of financing is deemed present.

Rebates are awarded to franchisees based on volume of
products purchased. It is recognised as a deduction of
revenue and the receipts in respect of which are deferred
and recognised as contract liabilities on the consolidated
balance sheet.

(ii) Sale of goods
Sales are recognised when control of the products has
transferred, being when the products are delivered to
customers, and there is no unfulfilled obligation that could
affect the customer acceptance of the products.

The goods are often sold with sales discounts. Revenue
from these sales is recognised based on the price specified
in the contract, net of the estimated discounts. No element
of financing is deemed present.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

2.20 Government subsidies
Government subsidies are recognised at their fair value where
there is reasonable assurance that the incentives will be
received and all attaching conditions will be complied with.

2.21 Interest income

Interest income is recognised on a time-proportion basis using
the effective interest method. When a receivable is impaired,
the Group reduces the carrying amount to its recoverable
amount, being the estimated future cash flow discounted at the
original effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest income on
impaired loans is recognised using the original effective interest
rate.

2.22 Leases
Leases are recognised as right-of-use assets and corresponding
liabilities at the date at which the leased asset is available for use
by the Group.

Contracts may contain both lease and non-lease components.
The Group allocates the consideration in the contract to the
lease and non-lease components based on their relative stand-
alone prices. However, for leases of real estate for which the
Group is a lessee, it has elected not to separate lease and non-
lease components and instead accounts for these as a single
lease component.

Assets and liabilities arising from leases are initially measured
on a present value basis. Lease liabilities include the net present
value of the following lease payments:

. fixed payments (including in-substance fixed payments),
less any lease incentives receivable;

. variable lease payments that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date;

. amounts expected to be payable by the Group under
residual value guarantees;

. the exercise price of a purchase option if the Group is
reasonably certain to exercise that option; and

. payments of penalties for terminating the lease, if the
lease term reflects the Group exercising that option.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2  PRINCIPAL ACCOUNTING POLICIES 2 FBEEEIEOR(4)

(CONTINUED)

2.22 Leases (Continued) 2.22 & (%)

Lease payments to be made under reasonably certain extension
options are also included in the measurement of the liability.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be readily determined,
which is generally the case for leases in the Group, the
lessee’s incremental borrowing rate is used, being the rate that
the individual lessee would have to pay to borrow the fund
necessary to obtain an asset of similar value to the right-of-use
asset in a similar economic environment with similar terms,
security and conditions.

To determine the incremental borrowing rate, the Group uses
recent third-party financing received by the individual lessee
as a starting point, adjusted to reflect changes in financing
conditions since third party financing was received.

Lease payments are allocated between principal and finance
cost. The finance cost is charged to profit or loss over the lease
period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.

Right-of-use assets are measured at cost comprising the
following:

o the amount of the initial measurement of lease liability;

. any lease payments made at or before the commencement
date less any lease incentives received;

. any initial direct costs; and
. restoration costs.

Right-of-use assets are generally depreciated over the shorter of
the asset’s useful life and the lease term on a straight-line basis.
If the Group is reasonably certain to exercise a purchase option,
the right-of-use asset is depreciated over the underlying asset’s
useful life.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2  PRINCIPAL ACCOUNTING POLICIES 2 FBEGFIEBOR ()

(CONTINUED)

2.22 Leases (Continued) 2.22 M (%)

Payments associated with leases of low-value assets are
recognised on a straight-line basis as an expense in profit
or loss. Short-term leases are leases with a lease term of 12
months or less. Low-value assets comprise office equipment.

Rental income from operating leases where the Group is a
lessor is recognised on a straight-line basis over the lease term.
Initial direct costs incurred in obtaining an operating lease
are added to the carrying amount of the underlying asset and
recognised as expense over the lease term on the same basis as
rental income.

2.23 Dividend distribution

Dividend distribution to shareholders of the Company is
recognised as a liability in the Company’s and the Group’s
financial statements in the period in which the dividends are
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approved by the board of directors and the shareholders of the
Company, where appropriate.

2.24 Earnings per share 2.24 B AR
(i) Basic earnings per share ()  EBREARRA
Basic earnings per share is calculated by dividing the B B A RGO T ¥ A ) I SRUE A
profit attributable to shareholders of the Company by the BRI > BRUAA B B B 8 AT S
weighted average number of ordinary shares outstanding TESE- 28 -
during the financial year.

(i) AR
MR v 22 1) 25 R B T I Tl L
EARZ AN BE > AL

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the
determination of basic earnings per share to take into

account:

»  the after-income tax effect of interest and other o LB VE A IROAE BR 04 SR
financing costs associated with dilutive potential F At T AR B AR A
ordinary shares; and )

»  the weighted average number of additional ordinary o RS ITA B HEE 0 T A8

FBC 3 A > R B AT B RO
A A R T 2 B

shares that would have been outstanding assuming
the conversion of all dilutive potential ordinary
shares.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s business activities expose it to a variety of
financial risks: foreign exchange risk, cash flow interest rate
risk, credit risk and liquidity risk. The Group’s overall risk
management focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effect on the
Group’s financial performance. The use of financial derivatives
to manage certain risk exposures should be approved by the
board of directors.

(i) Foreign exchange risk

The Group mainly operates in Mainland China with
transactions primarily settled in RMB. Foreign exchange
risk arises from commercial transactions and recognised
financial assets and liabilities denominated in currencies
other than the functional currency of the Group’s entities
to which they operate. The Group is exposed to foreign
exchange risk from various currencies, primarily with
respect to HK$.

The Group manages its foreign exchange risk by
performing regular review of the Group’s net foreign
exchange exposures and the Group may use forward
foreign exchange contracts when significant fluctuation in
the relevant foreign currency is anticipated.

As at 31 December 2022, if the RMB had strengthened/
weakened by 5% against the HK$ with all other variables
held constant, the profit for the year would have increased/
decreased by approximately HK$230,000 (2021:
decreased/increased by approximately HK$1,184,000) as
a result of the translation of HK$ denominated cash and
cash equivalents, receivables and payables.

(ii) Cash flow interest rate risk

The Group’s exposure to cash flow interest rate risk is
mainly arising from its cash at bank which bears interest
at floating rates. As at 31 December 2022, if interest
rates on cash at bank had been 50 basis points higher/
lower with all other variables held constant, profit before
income tax for the year would have increased/decreased
HK$1,564,000 (2021: HK$1,137,000), mainly as a result
of higher/lower bank interest income. The interest rate of
convertible notes is fixed and the Group does not have
material interest rate risk associated with the convertible
notes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

f T S 5 e e W

3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)
(iii) Credit risk

The carrying amounts of trade receivables, deposits
and other receivables and bank deposits stated in the
consolidated balance sheet represent the Group’s
maximum exposure to credit risk in relation to its
financial assets. Licensing fee income received from
franchisees are collected in advance of transfers of goods.

The majority of the Group’s trade and other receivables
arises from credit sales to trading customers. The Group
has policies in place to evaluate and monitor the credit
terms and payment history of its customers to ensure
recoverability of trade debts. The Group also reviews
the balance of trade receivables at each balance sheet
date to ensure that adequate provision for uncollectible
receivables is made.

Rental deposits are mainly placed with various landlords
in Mainland China and Hong Kong and are due to refund
upon the expiry of the tenancy agreements and handover
of the leased premises. The Group considered that the
expected credit loss was minimal.

As at 31 December 2022 and 2021, substantially all
the Group’s cash and cash equivalents are placed with
registered financial institutions located in Mainland
China and Hong Kong which are of acceptable credit
quality based on management’s assessment. The Group
has a policy to limit the credit exposure to any financial
institution and management does not expect any
significant loss arising from non-performance of these
counterparties.

Impairment of financial assets
The Group has the following types of financial assets that
are subject to the expected credit loss model:

. Trade receivables

. Deposits and other receivables

The Group applies the simplified approach prescribed
in HKFRS 9 to measure expected credit losses which

uses a lifetime expected credit loss allowance for trade
receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)
(iii) Credit risk (Continued)

3 Pl B (A1)

3.1 B EBEHEE ()
(i) £ BB (4])

Impairment of financial assets (Continued)

To measure the expected credit losses, trade receivables
have been grouped based on the ageing and shared credit
risk characteristics. The expected loss rates are based
on the payment profiles of sales over a period of 24
months before 31 December 2022 and the corresponding
historical credit losses experienced within the period.
The historical loss rates are adjusted to reflect current
and forward-looking information on macroeconomic

B Do (A
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factors affecting the ability of the customers to settle the
receivables.

EiJli v SUEND/ANIRE S 5/ S S S
+ A =4 H 2 2T Sk iR

On that basis, the lifetime expected credit loss allowances
as at 31 December 2022 and 2021 were determined as

follows: HREmT -
1-30 days 31-60 days  Over 60 days
Current past due past due past due Total
B EME30H EH3IEe0H EiiEiseoH it
HK$’000 HK$°000 HK$’000 HK$’000 HK$000
T T T T T
At 31 December 2022 /e Sy
+ZA=+—n
Gross carrying amount AR (E 12,736 - - 12,794 25,530
Loss allowance TR - - - (12,794) (12,794)
Expected credit loss rate TS SRR 0% 0% 0% 100%
At 31 December 2021 AECE
+ZA=+—H
Gross carrying amount AR 7,143 272 238 18,817 26,470
Loss allowance TR - (10) (15) (18,792) (18,817)
Expected credit loss rate HMF SRR 0% 4% 6% 100%

Daphne International Holdings Limited | Annual Report 2022




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)
(iii) Credit risk (Continued)

(iv)

Impairment of financial assets (Continued)
The movements in loss allowance for trade receivables
are as follows:

3 I E kB ()

3.1 R R & (4)
(i) £ BB (%)
S A (4
G5 B R IR R s B T

2022 2021

TR TE A

HK$°000 HK$’000

T#u T T

At 1 January w—H—H 18,817 25,184

Exchange adjustment e 50,31 4 (1,451) 397
(Decrease)/increase in loss allowance AN FE AR £5 R RERR Y
recognised in profit or loss during R (b)

the year e (659) 4,152

Written off during the year RN AR (3,913) (10,916)
At 31 December R+ =ZHA=+—H 12,794 18,817

Other financial assets at amortised cost mainly include
deposits and other receivables. Management applies the
general approach and records either 12-month expected
credit loss or lifetime expected credit loss, depending on
whether there has been a significant increase in credit risk
since initial recognition. If a significant increase in credit
risk of a receivable has occurred since initial recognition,
then impairment is measured at its lifetime expected
credit loss.

As at 31 December 2022, the loss allowance balance for
expected credit loss assessed by management on other
receivables was HK$4,969,000 (2021: HK$6,427,000)
and a credit of HK$189,000 (2021: HK$3,327,000) was
recognised in profit or loss during the year.

While cash and cash equivalents are also subject to the
impairment requirements of HKFRS 9, the identified
impairment loss was determined to be immaterial as at 31
December 2022 and 2021.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and the availability of funding through an
adequate amount of committed credit facilities.

Management monitors rolling forecasts of the Group’s
liquidity requirements to ensure it has sufficient cash to
meet operational needs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

# B WA 5 e e i

3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)
(iv) Liquidity risk (Continued)

During the year ended 31 December 2022, the Group
recorded a profit before income tax of approximately
HK$43,999,000. The Group also recorded net cash
generated from operating activities of HK$137,779,000.
As at 31 December 2022, the Group had cash and cash
equivalents of HK$312,776,000 that are expected to
readily generated cash inflows for managing liquidity
risk.

The table below analyses the Group’s financial liabilities
into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual
maturity date. The amounts disclosed in the table are the
contractual undiscounted cash flows. The undiscounted
amounts of trade and other payables disclosed are equal to
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43,999,000 JT o 7S 4 B I % 15 48 1
B AT F B 413 8137,779,0008 96 iR
TERTTAEFTHZ—H > AEE
B4 I Bl 425 F5312,776,0009 7T >
TE % 55 B 4 M B 4 S5 1B W s IR 2
B4 WA LB LR B S 4w o

TRBFERET A B EAE A 2 R R
S0 1149 2 R B 2 U AL 2 A B P < i
T o WZARIER < SR A ARG B
BahE e R-F_F A=+
Ho> A BN AR > B 5 R
At AT R 94 A S B < R B FL R AT (LA

their carrying amounts, as the impact of discounting was [
not significant as at 31 December 2022.
Between

Within 1 year 1 and 5 years Total
—AEN —FHAE A5t
HK$’000 HK$’000 HK$’000
T#EIC TH#IT T T

At 31 December 2022 /S R

+ZA=+—H

Trade payables A oy A IR 35,041 - 35,041
Other payables oAt AT IR K 18,161 - 18,161
Lease liabilities M A 4,134 4,412 8,546
Convertible notes CIEZY 4 e 35,939 - 35,939
93,275 4,412 97,687

At 31 December 2021 i S S

+=A=+—H

Trade payables B 5 EA IR 4,107 - 4,107
Other payables A JREAST Hi 18,850 - 13,850
Lease liabilities HERH 3,396 4,457 7,853
Convertible notes AR SR - 39,319 39,319
26,353 43,776 70,129
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.2 Fair value estimation of financial instruments

()

Fair value hierarchy

This section explains the judgements and estimates
made in determining the fair values of the financial
instruments that are recognised and measured at fair
value in the consolidated financial statements. To provide
an indication about the reliability of the inputs used
in determining fair value, the Group has classified its
financial instruments into the three levels prescribed
under the accounting standards. An explanation of each
level follows underneath the table.

3 I E kB ()

32 @@ THZ A FEEMNG
() A PREEREH
AR T AR E AR A B IR P A
PR (A AR AN 0 e A TR {5
(ELRRE FT PR I 0 P B AN il it o 2 B TR
FfERE 3P B T SEME > AR
S TR0 5wt AR E 119 = IR 8
Fl o BRI RES LT 3% -

Level 1 Level 2 Level 3
W) W)E W=
HKS$’000 HK$’000 HK$°000
Financial assets S LE B Tt Tt T
At 31 December 2022 R E AR
+oR=t—H
FVPL Fe B E RN AR f7
— Unlisted investment in —AHEA R 2
wealth management product I EHE
(Note 21) (Bff5E21) - - 34,323

There were no transfers between level 1, 2 and 3 during
the year.

Level 1: The fair value of financial instruments traded in
active markets (e.g. publicly traded derivatives and equity
securities) is based on quoted market prices at the end of
the reporting period. The quoted market price used for the
financial assets is the current bid price. These instruments
are included in level 1.

Level 2: The fair value of financial instruments that are
not traded in an active market (e.g. over-the-counter
derivatives) is determined using valuation techniques
which maximise the use of observable market data and
rely as little as possible on entity-specific estimates. If all
significant inputs required to fair value of the instruments
are observable, the instruments are included in level 2.

Level 3: If one or more of the significant inputs is not
based on observable market data, the instruments are
included in level 3. This is the case for the unlisted
investment.

AN A T
] g% A AL

BN =R

g AR A0 S 1 T A
(02 B 22 5 BT A2 i A BERE R 0 ) 1) 2
P (DRSO R A TSR -
R Y T S L 2 R R R AR - Tt
THRAFEES—E -

BRE ARG 55 W) T
L (A5 AMIT A ) 14928 T8 (B Al
PAMTHRERE > % Hoe K BRI A A mT 38
SEEINI TS R > Ak ] BE D MU B
BB ARE R o MR TRN AP
(L P 5 119 BT A B R A T LR
(9 - AR % T RARSIALE )& -

B AR T T B EORLIG E
R AT T SR R TR
NGB ZJE o kT B R Ja A Y T 1
U e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.2

Fair value estimation of financial instruments
(Continued)

(i)

(iii)

Valuation techniques used to determine fair values
Specific valuation techniques used to value financial
instruments include:

. Quoted market prices or dealer quotes for similar
instruments; or

. Other techniques, such as discounted cash flow
analysis, are used to determine fair value.

The fair value of the unlisted investment is based on the
quote provided by a financial institute. The fair value is
within level 3 of the fair value hierarchy.

Valuation inputs and relationships to fair value

The following table summarises the quantitative
information about the significant unobservable inputs used
in level 3 fair value measurements:

3 Pl B (A1)

3.2 &l THZ A PR ()

(i)

(iii)

R O P ELAE P AV A 1
R APt < T L ) R A B3
(2K

o K& THEHMTIGRESRS
g 5 ok

o BBV BN B S b B il T 2R
fif S B o

kLT BUE I A TR R 2 B 2
PRI o %A PEESA A TEEE
AR = o

il £ DA B L2 ~F fi 060 9 B %
RS T =R R R
A FE 2R AT R AL R

Relationship of
unobservable
Significant Range of inputs to fair
Description Valuation technique unobservable inputs inputs value
EONENCE £ ANV L5 B
iy 1A 1l Eheg 2 pegi 2P AR P BE 7
Unlisted investment Quote provided by a N/A as quantitative N/A N/A
I EHRE financial institute in unobservable inputs A ANEH
Mainland China are not developed by
7 B K [P A P A A the Group
PR At fE AN (52 AT
B G IF
ALE I E )

The Group determines the fair value of the unlisted
investment as at 31 December 2022 based on the quote
provided by the financial institute with reference to the
net asset values of the underlying investments.

Details of the fair value of the investment properties are
disclosed in Note 15.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3 FINANCIAL RISK MANAGEMENT 3 B B B (4)

(CONTINUED)

3.3 Capital risk management
The Group’s objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern as well as
maximising returns for shareholders and benefits for other
stakeholders.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, obtain new bank loans or issue new
shares.

As at 31 December 2022, the Group had a net cash (2021:
net cash) position (being the balances of cash and cash
equivalents which exceeded the aggregate carrying amounts
of lease liabilities and convertible notes by approximately
HK$273,017,000 (2021: HK$190,704,000)).

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
to the related actual result. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
discussed below.

4.1 Income tax

The Group is subject to income taxes in several jurisdictions.
Judgement is required in determining the provision for
income taxes. There are transactions and calculations during
the ordinary course of business for which the ultimate tax
determination is uncertain. Where the final tax outcome of
these matters is different from the amounts that were initially
recorded, such differences will impact the current and
deferred income tax provisions in the period in which such
determination is made.

3.3 JAHs)E P
AREFEAREI Z TEEAELREARERZ
TR 4B A8 B 7 B B AR v A O[] 3 S A
13 2 ik o

AR A PR AT 5 0t AR IR DL S )
PR BREE o ACSR T 58 o B 15 BEAROIR 98 2 B
B B RAT 5 BB AT L0 DL AR B
A A K o

I

MRoFE- AT A= —H > AEEEE
TR & (CF - —F - FEE) R (AP 4
e B 4 S AR ) 4 B o FHL S A M T R
BEHIEWE A - 273,017,000 70 (— % ——
£ 1 HK$190,704,000) ) °

4 R RO B

ARA B O CE SR LB % WA I
R 5 L) BB 2 B ARG
it BB o

AR AR A B AREE o Wi S E
o P A 2 S at Al EE L D B B 2 B R A SR A
[F] o A EE R g 358 B B A 2 R M A A
Z ST RS PR M o B 2 A S B an s

4.1 Fif3B
A BB SN U AR I 2 TSR > e
SRR E 1B - AW EF AL
TE AL T A I BT 2 38 ) BT . o fidpc 4
BT 4 BV A6 e sk R A Al > =R e
A H Tl HA ] 2 BV HA S 8 S T A5 Bl JE Fs 4 o

B WM MR ARAE igiiiﬁﬁ‘iiﬁ
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (CONTINUED)

4.1

4.2

4.3

44

Income tax (Continued)

Deferred income tax assets relating to temporary differences
and tax losses are recognised when management considers it is
probable that future taxable profits will be available against the
temporary differences or tax losses can be utilised. Deferred
income tax liabilities on temporary differences relating to
undistributed profits of the Group’s subsidiaries in Mainland
China are recognised to the extent that profits are expected to
be distributed as the Company controls and pre-determines
the dividend policy of these subsidiaries and management
expects it is probable that profits will be partly retained and
not distributed from these subsidiaries to their foreign holding
companies in the foreseeable future. Management reassesses its
expectation at each balance sheet date.

Estimation of the fair value of certain financial assets
The fair value of financial instruments that are not traded in an
active market is determined using valuation techniques. The
Group uses its judgement to select a variety of methods and
make assumptions that are mainly based on market conditions
existing at the end of each reporting period. For details of
the key assumptions used and the impact of changes to these
assumptions see Note 3.2.

Impairment of property, plant and equipment,
investment properties and right-of-use assets

At each reporting date or whenever a change in circumstances
occurs, both internal and external sources of information are
considered to assess whether there is an indication that assets
are impaired. If such an indication exists, the recoverable
amount is the higher of an asset’s fair value less costs of
disposal and value in use. If the carrying amount of an
asset exceeds its recoverable amount, an impairment loss is
recognised to reduce the asset to its recoverable amount.

Impairment of financial assets

The loss allowances for financial assets are based on
assumptions about risk of default and expected credit loss rates.
The Group uses judgement in making these assumptions and
selecting the inputs to the impairment calculation, based on
the Group’s past history, existing market conditions as well as
forward-looking estimates at the end of each reporting period.
Details of the key assumptions and inputs used are disclosed in
Note 3.1(iii).
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388 (4)
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Bl T R 2 R OB e 1 o B e B ey
22 R S B VR s 1R URH B 2 AR A T A5 BV
AR Sz A9 F K B A 2 W) 2 R IR B
A AEAE IS AT AR IREAM Z G VLT >
R R RE TR BEA M > FAL
AT o e TR 4 M 2 ) 2 R IR
W TG T A% A B 2w AE T SR A
PREAHR LR > T AN ) FLIE S R 24 R 20 R
LA o PRGN AS A5 H H ERT AT R o

S 4 Tl T 2 O P ELAEL G A st

JETE i R T35 22 5 1A 4l T R AT (2
LAl (B 9 70 R A ) o ANERFEEA 1 B
BT8R 4325 R 5 0 > Sl T AR A {1 e 5
RIS AR 19 17 35 BUIR AR Hh L A7 B 6 1T 9
IR S AR ) A LA B 7 S R 35 A T
PRt AR w2 3.2
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REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in licensing and distribution of
footwear products and accessories in Mainland China.

Chief operating decision-maker has been identified as the executive
directors of the Company. Information reported to the executive
directors, for the purposes of resources allocation and assessment
of performance, focused specifically on the revenue analysis by
category and the profit or loss of the Group as a whole. Hence, the
directors considered that the Group has only one reportable segment.

The Group’s revenue is derived from external customers located in
Mainland China and most of the non-current assets of the Group are
located in Mainland China.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

e Y &gy git

7 G ) A v I R o R o R B B 4R

REFF AT B 7y S 2E RS -

ARFMATERCORE S EERERRE - IE
R BE e 2 BT A 1) BT 3 S5 ) DR I 4R
R ST 8 73 2 WACAE 0 B A SR T RE B 1R 4 o
It > SRR A S A — (0 n] it 2038

ARG PR Wit U A AR PR BRSNS > HL
ARSI I ) 2 S B B

2022 2021

ot Jatnt —E A

HK$’000 HK$’000

Tt AR

Licensing fee income T REB A 94,062 58,217
Sales of goods &y 105,704 47,500
199,766 105,717

The five largest customers accounted for approximately 70% (2021:
67%) of the revenue of the Group for the year ended 31 December
2022. Revenue individually generated from the following customers

BE_F - H#+ " A=t+—HIMEE > LK%
F AL AR LA IR ZI70% ( —F = —4 1 67%) °
A& LA 5 R4 B A A i £ R A 4R 0 R

contributed more than 10% of the total revenue of the Group: M Z10% -

2022 2021

B4 — g

HK$’000 HK$°000

Tt THIT

Customer A A 55,284 17,573
Customer B %FB 28,109 N/A AN *

Customer C %FcC 27,743 34,699
* The revenue from customer B is a new customer for the year ended 31 # KAKFBI G A E _F __F+_J=1+—H

December 2022. IEEERHER -

B WM MR ARAE :giiﬁfﬁ‘i#ﬁm
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# B WA 5 e e i

6 OTHER INCOME 6 HAtbU A
2022 2021
SRR S
HK$’000 HK$’000
Tt ARCP
Government subsidies (Note) RS 355 1,358
Gross rental income (Note 15) FH 4 S A S5 (i EE15) 44,039 44,281
Interest income B A 5,306 921
Others oAb 5,337 4,460
55,037 51,020

Note: For the year ended 31 December 2022, government subsidies mainly
represented financial aids provided to the subsidiaries of the Company
by the local government in Mainland China. There were no unfulfilled

BERE - EE T H = AR BUTHERG
R I ) BRORE 1) AR 2 ) 2 e 4 m R A
V9 SRS M o 2% S5 4 I T SR IR A4 A e 1l e R

conditions or other contingencies attaching to these subsidies. Tl sl SR gEIA o
7 OTHER (LOSSES)/GAINS - NET 7 HAbOBSR), Wik — A
2022 2021
RO TR
HK$°000 HK$°000
T U T T
Fair value gain on financial asset AR A 2 B E AR
at FVPL (Note 21) APEEGER (HEE21) 797 -
Gain on disposal of an asset classified as AR EE
held-for-sale pdl € - 131,657
Impairment loss of certain investment EaR K S<L/E PRI il
properties (Note 15) (B$3E15) (18,573) (12,214)
Loss on disposal of property, plant and WEWEE - s Kk
equipment 2 15 (1) (1,505)
Net exchange gain/(loss) T Sk 25, (518 w38 1,648 (833)
(16,139) 117,105
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8 OPERATING PROFIT 8 MEEM
Operating profit is stated after charging/(crediting) the following: BB FHAEANER, (FIA) T4
2022 2021
—B 4 — A
HK$°000 HK$’000
T#u T T
Auditors’ remuneration A2 ST
— Audit services — R B 2,097 2,127
— Non-audit services — JEAZ O - 1,118
Compensation to existing tenants in relation to #4388 /& #F4E B & A1 B Y
disposal of an asset classified as held-for-sale ¥ H & HAE = 26,871
Concessionary fee Frare &4 A = 697
Cost of inventories sold, net of provision B A B A (FNBREA) 85,541 49,723
Depreciation of investment properties BB 19,314 21,136
Depreciation of property, plant and equipment ~ #73¢ ~ W5 M i e 3,192 3,052
Depreciation of right-of-use assets i RS T 3,040 2,815
Employee benefits expense (Note 13) A B A F BA S (BERE13) 45,029 38,541
Expenses relating to short-term leases A B AT B 2 840 1,916
Loss on termination of leases I EEE = 591
(Reversal of impairment loss)/impairment loss 4 il & 2 (el (B 18538 101 )
on financial assets AE N (848) 825
Weritten off on value-added tax recoverable AT i [a] g (A E R - 6,041
9 FINANCE COSTS 9  WMABEA
2022 2021
SRR ST
HK$’000 HK$°000
T#T THIT
Interest on convertible notes A AR S5 LS 4,991 4,398
Interest on lease liabilities e 322 342
5,313 4,740

B WM MR ARAE :g::ﬁzﬁiiﬁ
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# B WA 5 e e i

10 INCOME TAX EXPENSE

10 Frf3Bibd %

2022 2021

—®— g —— i

HK$’000 HK$’000

Tt ARCP

Current income tax B A A 5 08 383 26,272
Over provision in prior years AT AT B B - (158)
Deferred income tax (Note 26) TEHE BT AR BLIE (Ff5126) = 135
383 26,249

The income tax on the Group’s profit before income tax differs from
the theoretical amount that would arise using the tax rate of 25% as

follows:

AR VB T 28 ) 2 P A A ) A o 25.9% B B 36
FERAT A B R AR PR

2022 2021
T St s
HK$°000 HK$’000
Tt T oo
Profit before income tax %% T A5 7T 28 ) 43,999 79,825
Income tax expense calculated at tax rate L2598 A5t 5 1Y B A5 Bl
of 25% b=z (11,000) (19,956)
Effects of different overseas tax rates ANIR] I SR 2R Y 5 (1,952) (154)
Income not subject to tax G ON 451 745
Expenses not deductible for tax purposes ANET AN BH 32 (3,773) (4,828)
Tax losses for which no deferred tax asset was A MERBIE HEBL A & 7 2 BiIA
recognised JE 18R (3,536) (7,320)
Utilisation of previously unrecognised B AR R R 2 Bl IE
tax losses (215! 20,662 4,692
Over provision in prior years R A AR - 158
Withholding taxes on royalties in Mainland A F R R Y B W
China TEAIFRL (383) (399)
Others Fops (852) 813
Income tax expense T AR B 52 (383) (26,249)

The applicable rate of Hong Kong profits tax is 16.5% (2021:
16.5%). No provision for Hong Kong profits tax has been made in
the consolidated financial statements as the Group does not have any
assessable profit arising in Hong Kong during the years ended 31

December 2022 and 2021.

Provision for China corporate income tax is calculated based on the
statutory tax rate of 25% (2021: 25%) on the assessable income of
each of the Group’s entities incorporated in China.
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10

11

12

INCOME TAX EXPENSE (CONTINUED)

Pursuant to the China corporate income tax laws, 10% withholding
tax is levied on all foreign investors, except that only 5% is levied for
foreign investors which are tax residents incorporated in Hong Kong,
in respect of dividend distributions arising from a foreign investment
enterprise. Withholding tax on royalties at a reduced rate of 7%
(2021: 7%) by treaty is applied to the Group’s entities incorporated
in Hong Kong for royalties received or receivable, net with value-
added tax.

EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit
attributable to shareholders of HK$43,107,000 (2021:
HK$52,723,000) by the weighted average number of 1,814,056,622
(2021: 1,814,056,622) shares in issue for the year ended 31
December 2022.

The Company has convertible notes and share options that are
convertible into or are exercisable to subscribe for ordinary shares
of the Company. The computation of diluted earnings per share for
the years ended 31 December 2022 and 2021 does not assume the
conversion of convertible notes since it would have an anti-dilutive
impact. In addition, share options were not dilutive as the exercise
price of the options exceeded the average market price of the
Company’s ordinary shares for the years ended 31 December 2022
and 2021 and were excluded in the calculation of diluted earnings
per share.

DIVIDENDS

The board of directors does not recommend the payment of a
dividend in respect of the year ended 31 December 2022 (2021: Nil).

10

11

12

P15 858 B 52 (#48)

MR8 B S TR > T 1AM G A
B A2 B AT IRZE BN 10% 2 TEIORL > HENF
5 5 RS MBS B 2 T A R ZE A
5% IO o AL M 2 HE > 8
il L 0 R 488 (BB 22 i o R o S5 o e i 4 T
W2 7% (T = —4  7%) Bl RGN HE R TE
B o

(53200

BREARZFTIRERE T —F+ A
=+ — B 1k 4F B R R RE A 2 1 43,107,000 ¥ T
(= —4F 52,723,000 7T ) K& DL E ¥ 17 %
iy 2 I HE - 15 $11,814,056,622 ( & — —4F ¢
1,814,056,622) k7t -

A T 0 AT 48 A 5 B W R AT S w47 DA R
EARNF L @R - SHEBRE _F - —F R =%
TR T A = H AR T A
FIIRE > p A AT A B S B R 2 R A
ZIE R S 2 e o AN > E E T4
K =oFE - THEY A= HIRERE > WK
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13 EMPLOYEE BENEFITS EXPENSE 13 1@ B Al 5%

R 4P B 52 (FL 3536 I 42 15 -

Employee benefits expense, including directors’ emoluments,

represents:
2022 2021
—®— g —— i
HK$’000 HKS$°000
Tt ARCP
Salaries and allowances e Kok 34,778 33,817
Discretionary bonus A& E 4L 3,467 2,782
Reversal of redundancy costs TR R A [ - (244)
Defined contribution pension costs (Note (i)) FE R ORI & A (FFaE D)) 2,507 2,129
Share-based payment expense DIy 5 el 2 AR B S 4,277 57
45,029 38,541
(i) Defined contribution pension costs () EFEEFBAKE A
During the years ended 31 December 2022 and 2021, no WE—F R R CEFT A=
unvested benefit was utilised by the Group to reduce the level HORAREE > A< B2 [l M) FH R B 08 114 R 2 A
of contributions. As at 31 December 2022 and 2021, there was WK - R R TAER R AR
no unvested benefit available to be utilised in future years. A=A4—H o 0 AR AACAF B2 T R R o B
Flis o
(ii) Five highest paid individuals (i) HAERHMAL
The five highest paid individuals for the year include three RN DA RAMBFMALERE=2(2F
(2021: two) directors whose emoluments are reflected in the T WAL S LN A BT O B
analysis shown in Note 34. The emoluments of the remaining 34 o HERWIA (TR = —4F - =) AL
two (2021: three) individuals are as follows: SUF
Number of individuals
N 1
2022 2021
—® a4 —E— 4
HK$°000 HK$’000
Emolument bands T 4> i i F#c THTT
HK$1,000,001 to HK$1,500,000 1,000,001% 7T % 1,500,000%5 7T 1 1
HK$2,500,001 to HK$3,000,000 2,500,001 7T % 3,000,000%5 7T - 2
HK$3,000,001 to HK$3,500,000 3,000,001 7G. £ 3,500,000 7T 1 -
2 3

No emoluments have been paid by the Group to the directors
or the five highest paid individuals as an inducement to join or
upon joining the Group. No directors or the five highest paid
individuals waived or has agreed to waive any emolument
during the year ended 31 December 2022.
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14 PROPERTY, PLANT AND EQUIPMENT

14 M3 ~ W ekt

Furniture,
fixtures
Leasehold Plant and and Motor
Buildings improvements  machinery equipment vehicles Total
R
g Wi B e B
82 ES ] i3 Rkt i it
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$'000
T T T T T T
Cost FA(E
At 1 January 2021 REFZ—F—f—H 19,496 14,681 1372 191,667 2442 229,658
Exchange adjustment [ i 317 215 24 2719 39 3374
Additions RE - 1,678 - 1,368 - 3,546
Transfers L3 - - (1,39) 1,396 - -
Disposals i - (14,389) - (182,132) (154) (196,675)
At31 December 2021 and REFEZ =10
1 January 2022 BB A 19813 2,185 = 15578 2307 39,903
Exchange adjustment T s (1,702) (210) - (1,247) an (3,336)
Additions RE - 619 - 511 - 1,130
Transfer to investment properties EREREYE (18,111) - - - - (18,111)
Disposals itk - - - (1,892) (709) (2,601)
At 31 December 2022 WoZZ A+ A=1+—H - 2,594 = 12,950 1,441 16,985
Accumulated depreciation and impairment 254785 J i
At 1 January 2021 RZFEZ—F—f—H 505 14352 1,253 186,648 2004 209,682
Exchange adjustment T A 86 208 3 1,999 36 2352
Depreciation = 461 515 - 1,957 119 3,052
Transfers L3 - - (1,276) 1276 - -
Disposals i - (14,333) - (179.452) (138) (193.923)
At31 December 2021 and RoFZ—FEFZ =40
1 January 2022 e St R 5,152 742 - 12,428 2041 21,163
Exchange adjustment TR (432) (89) - (1,086) (172) (1,778)
Depreciation g - 644 - 2,538 10 3,192
Transfer to investment properties BREREE (5,320) - = = = (5,320)
Disposals i - - - (1,891) (638) (2,529)
At 31 December 2022 W=+ =1—H - 1,298 = 11,989 1441 14,728
Net book value SR
At 31 December 2022 REFZZHEFZH=1—H - 1,296 - 961 - 2,057
At31 December 2021 RZFZ—FE+ZJ=1—H 14,061 1443 - 3,150 86 18,740

PreE B S 45,0009 70 (—F ——4F © 168,000% 50)
}23,187,000%8 70 (ZF Z—4F : 2,884,000 1)
I BIEE A B B o 85 B S e — B AT 3L »

Depreciation expenses of approximately HK$5,000 (2021:
HK$168,000) and HK$3,187,000 (2021: HK$2,884,000) were
charged to selling and distribution expenses and general and
administrative expenses, respectively.
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15 INVESTMENT PROPERTIES

15 #E&EWM*E

2022 2021
TR AR -
HK$’000 HK$’000
Tt ARCP
Cost AME
At 1 January w—H—H 822,643 771,079
Exchange adjustment [ifE Ja, 37 (70,721) 12,551
Transfer from property, plant and equipment A QY - R B R
(Note) (Bi5E) 18,111 -
Transfer from right-of-use assets (Note) B A R E (M) 8,109 -
Transfer from assets classified as held-for-sale T B 4058 £ B A 8B & A& - 39,013
__At31December mt—A=t-H TR . 822,643
Accumulated depreciation and impairment ZEHTE RsE
At 1 January m—H—H 281,455 234,040
Exchange adjustment [ifE b2, 5 B (25,601) 4,640
Transfer from property, plant and equipment A QY R B
(Note) (Bi5E) 5,320 -
Transfer from right-of-use assets (Note) B A RS E () 1,896 -
Transfer from assets classified as held-for-sale B¢ B 4058 2 B AF B & & - 9,425
Depreciation s 19,314 21,136
Impairment NIER 18,573 12,214
__At31December MR A=TTR 300957 281455
Net book value H T V(L
At 31 December wHZH=1t—H 477,185 541,188
At 1 January w—H—H 541,188 537,039

Note: During the year ended 31 December 2022, the Group changed its plan from
own-use of the land and buildings located in Nanjing owned by the Group
to investment purpose. Accordingly, the Group reclassified the carrying
amount of the property classified as buildings and right-of-use assets
for approximately HK$12,791,000 and HK$6,213,000, respectively, to
investment properties.

The Group’s investment properties are located in Mainland China.
During the year ended 31 December 2022, certain investment
properties were leased to third parties and generated rental income
amounting to HK$44,039,000 (2021: HK$44,281,000). The rental
income is included in “other income” in the consolidated income
statement. The operating expenses relating to the investment
properties amounted to HK$26,958,000 (2021: HK$27,209,000),
which included depreciation expenses of approximately
HK$19,314,000 (2021: HK$21,136,000), were charged to general
and administrative expenses in the consolidated income statement.
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Mk s MESE D HEF A= HIREE > A%E
A 3 7 T AR b b AR S B T ek
BB R o Ut o AR 4 R T 4 BE A I A
12,791,000 #5 7T 16,213,000 9 7 B B 52 F (i 7] HE &
B F A A -

AREEPBEYEAR B CRE - e —F
FrTA ST HMERE > AEFNETRED
HHMASE = > B T44,039,0008 0 (&
T—AF 44,281,000 00) AR A WA o FH AR
AREAGEA W zs Rl HA A o o By 26
B 2 4645 BH 37 526,958,000 T ( & T —4E ¢
27,209,0005 70) > H 45 419,314,000 %5 56 1
R S (. —4F @ 21,136,000 0) > A FF
AGEG Wt M — M A TELB S o




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

15 INVESTMENT PROPERTIES (CONTINUED) 15 #&W¥ (%)

As at 31 December 2022, the aggregated fair values of the Group’s
investment properties were approximately HK$822,819,000 (2021:
HK$862,037,000). The investment properties’ fair values were
valued by Shanghai Zhengda Assets Appraisal Company Limited
(“Shanghai Zhengda”), an independent professionally qualified
valuer who holds relevant professional qualifications registered in
the PRC, and has relevant experience in respect of the investment
properties valued.

The valuations of the investment properties are derived using (i)
income approach by making references to the rental income derived
from existing tenancies; (ii) market approach by referencing to
the recent comparable sales transactions available in the relevant
property market; and (iii) replacement cost approach by making
references to the cost of redeveloping and constructing the relevant
property. The fair values of the investment properties are categorised
within the fair value hierarchy as a level 3 fair value measurement
and are sensitive to changes in both observable and unobservable
inputs.

As at 31 December 2022, the Group observed that there were
indicators that certain investment properties might be subject to risk of
decline in value after performing preliminary market price research
of the investment properties. Detailed impairment assessments were
performed for investment properties with impairment indicators with
the assistance from Shanghai Zhengda to determine the recoverable
amounts. The recoverable amounts were determined based on fair
value less costs of disposal which indicated that the recoverable
amounts of those investment properties lower than the carrying
amounts. As a result, the Group recognised an impairment loss of
HK$18,573,000 (2021: HK$12,214,000) in “other (losses)/gains —
net” for the year ended 31 December 2022.

Below is a summary of the valuation techniques used, which are
categorised within the fair value hierarchy as a level 3 fair value
measurement, and the most sensitive inputs in the valuations of those
investment properties with impairments:

MoE - CFEF A= —H  RIEEREME
B 25N P18 (B 4 £5822,819,000 4% 76 ( & ——
A 1 862,037,000 0) o AW EAFEMEH L
WEREEFGARNF ([ FHER]D (—F M
ST HLE B AR BTG R > FEA SR AT AR B B2
¥ > FE R B FEM S RD o WA SRR E 2R
B 48 5 ) 1 HH AT -

BEWENMGETAORAL > 25 BARLAN
ERA 5 ()T - 2ZHEYET ST
AN ERR S 5 LR Gil) B RA : » 2B EH
F 2 R 8 2 A B D 2 0 AR T A - R E
ONSTAEBL A N T (B 0 HP o B 2 5 = B A1
BRI > AR EE R 8L #R R
TR o

MoETTHEFTHZ—H > REEEHRE
YISEEATHI T B S R > BB IR KW
T 1G] REAFAE (BT B RS » 7 1 ifg
ERM BT > S8 BUA E RN E L
T3 7 REANAY IR (A REAY o DA RS nl il 42 %8 - nlik
[ 4 B DA PR (39 25 R B R T A > 28 R
¥ S A W 2 1 T i [ A LG A IR T A A o 9B
I AEEBE _F - F A=+ —HILE
BET oAl (E518) Wik — B4 PR 1 I S 18
18,573,000%5 7T ( — & ——4F : 12,214,000457C) °

PATF 2 BT (1 B0 Al (5 A (P8 1 A v
BRI O = g A E AR ) A RAEA WE 19 1%
L S (L o ) o SRR R 2 B

Range of
Valuation unobservable
techniques Significant unobservable inputs inputs
P Bl MK AS V858 v R AT BLEE R B
Market approach Expected unit market price (RMB/square meter) 36,157-42,418
ik T B T35 AR (JT,~F oK)

Relationship of unobservable inputs to fair value — the higher the
expected unit market price, the higher the fair value.

AN AT B B B (R (A B AR — UM B T
Gyt - AP R -
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# B WA 5 e e i

16 LEASES

This note provides information for leases where the Group is a

lessee.

(i) Amounts recognised in the consolidated balance sheet

16 flE

AR AR P BRI A SR A R AR RN I R B S o

() ARG A AR T Y

2022 2021
—E & CE A
HK$°000 HK$’000
T#u T T

Right-of-use assets: i R E
Land use rights b I RE - 6,797
Buildings M 7,709 6,726
7,709 13,523

During the year, additions to the right-of-use assets were

HK$3,235,000 (2021: HK$8,977,000).

FETR > ) RE A BN 53,235,000 T (—

4 8,977,00047C)

2022 2021
—m g —E—
HK$’000 HK$’000
T# o THTT

Lease liabilities: HEARE:
Current i o] 3,806 3,107
Non-current FE L E 4,292 4,301
8,098 7,408
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16 LEASES (CONTINUED) 16 1 (4)
(i) Amounts recognised in the consolidated income (i) P EEE IR TR &8
statement
2022 2021
HK$’000 HK$’000
Tt T
Depreciation of right-of-use assets i FMEE 4 3,040 2,815
Expense relating to short-term leases A A5 A BB 840 1,916
Loss on termination of leases K E kR - 591
Interest on lease liabilities MEEEANE 322 342
(iii) The total cash outflow for leases during the year ended 31 (i) WMEEFE AT A =P —HIREE
December 2022 was HK$4,445,000 (2021: HK$5,476,000). L6 % AR 1 B 48 Ut A R 4 4,445,000 85 T

(& —14F 1 5,476,000470) °

(iv) The Group’s leasing activities and how these are accounted for (iv) A< [ A LB 0 By S L et i P A 4 A B
the Group leases various offices and shop. Rental contracts are Z RN T IR o TG R R e
typically made for fixed periods of approximately 2 to 4 years W AW RN (ZFEZ—4F R =5F)
(2021: 2 to 3 years). N -

RO WE BB BB AR A :%::ﬁzﬁ—:ﬂi
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17 INTERESTS IN ASSOCIATES

17 JRBEE A 6 iR

2022 2021
TR IR R
HK$’000 HK$’000
Tt ARCP
At 1 January w—H—H 1,200 1,036
Exchange adjustment [T e, o 2 (106) 190
Share of profit/(loss) JEAGZ R, (B1R) 70 (26)
At 31 December +ZH=+—H 1,164 1,200

Details of the associates as at 31 December 2022 are as follows:

MEBZ AT A S0 B 2R

LU
Place of incorporation Particulars of Interests held
Name and operation paid-up capital indirectly Principal activities
H H sk M e o7 % 8 9 3t B O3 2 AR R 1 Fifp e s FEEH
Hanjiang Dayong Shoe Material China RMB5,457,000 30% Manufacture of shoe
Co., Ltd., Putian City Hh [ N EH¥5,457,0000C materials
Y HH T R VO BESE A R ] RS RE R
Hanjiang Jinxing Shoe Industrial ~ China US$4,900,000 30%  Manufacture of
Co., Ltd., Putian City i 4,900,0003E JC footwear products
R R A PR A F] B ST E
18 INTEREST IN A JOINT VENTURE 18 MEE MK WL
2022 2021
e- Sy TE AR
HK$°000 HK$°000
T#T TH#ETC
At 1 January and 31 December H—H—BKk+_H=+—H - -
Details of the joint venture as at 31 December 2022 are as follows: MWoE -+ A=+—H > 5&CEZTIE
wr
Place of incorporation Particulars of Interests held
Name and operation paid-up capital indirectly Principal activities
1k 3, O3 2 A R AV ESALES ST S
Marlow House Asia Limited British Virgin Islands/ 2 shares of 50%  Investment holding
Malaysia US$1 each Cita<eidila
P xreiid-yd 2B B T B
LSy Yk 1FETCZ ey
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19 TRADE RECEIVABLES 19 © 5 EWIEZ

2022 2021

ot St — B

HK$’000 HK$’000

Tt T

Trade receivables & 7 MEN 2k 25,530 26,470
Less: loss allowance (Note 3.1(iii)) W R (513, 1Gi)) (12,794) (18,817)

Trade receivables — net & o MRk — R 4R 12,736 7,653

RS H R 2 o RE WO (F1 B s TR A3

The ageing analysis of trade receivables, net of loss allowance, based

on invoice date is as follows:

RS AT AN T

2022 2021

T St s

HK$’000 HKS$’000

Tt T

0 - 30 days 0230H 11,146 7,415
31 - 60 days 31260H 82 238
Over 60 days 60H LA E 1,508 -
12,736 7,653

The carrying amounts of trade receivables, net of loss allowance,

are denominated in RMB and approximate their fair value. The

Group generally allows a credit period of 30 to 60 days to its trade

customers.

20 DEPOSITS, PREPAYMENTS AND OTHER

B g MBS 0 14 M T (L (71 s 1R 18 ) DA R R
FHE S B A « AR T HE S

K F30F60RAIEE o

20 4 ~ FEAkERIE B At RE WOk

RECEIVABLES

2022 2021
HK$°000 HK$’000
T#IT T T

Value-added tax recoverable, ALY (R 3 (B B T
net of impairment loss (FUBR B R 18) 16,502 23,761
Rental receivables FHA B K 846 -
Deposits ez 2,328 1,540
Prepayments TAATRIA 1,421 1,369
Others HoAh 1,077 258
22,174 26,928
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21 FINANCIAL ASSET AT FAIR VALUE

21 &0 -PEME AT AR 00 2wl

THROUGH PROFIT OR LOSS
2022 2021
HK$’000 HKS$°000
T#T TH T
Unlisted investment in wealth management Ll S it}
product Eitd 34,323 -

Movements of the financial asset at FVPL are analysed as follows:

NS (B A S 1 < B A 2 ) 4 B A

.
2022 2021

TR CUE e S

HK$°000 HK$°000

T#u TH 7T

At 1 January w—H—H - -
Additions NHE 33,526 -
Fair value gain INFAE(E R R 797 -
At 31 December wt+—H=+—H 34,323 -

The Group purchased the wealth management product offered and
managed by a subsidiary of a registered financial institution in
Mainland China and is denominated in RMB with an expected rate
of return of 4.45% per annum and a maturity date on 11 April 2023.
The return on this is not guaranteed, hence the contractual cash
flow does not qualify for solely payments of principal and interest.
Therefore, it is measured at FVPL.
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PN FRBEANE A R AN RMRHE > T
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22 CASH AND CASH EQUIVALENTS 22 BHERBReFEY
2022 2021
HK$’000 HKS$’000
Tt T T
Cash at banks and in hand SRATAA R X TF I & 312,776 227,489
The carrying amounts of cash and cash equivalents are denominated B T R 5B 2 IR DA N 9 & (e

in the following currencies:

2022 2021
G- Y CE AR
HK$’000 HK$’000
T-# 0 THETT
RMB NG 262,872 167,245
HKS$ It 39,751 49,656
US$ S 10,153 10,588
312,776 227,489
RMB is not a freely convertible currency in the international market. N B AT 7 I B T 455 1 SR o S N B S 4
The conversion of RMB into foreign currencies and remittance of Fo BN T R L1 vl 80 A e 2 32 vl B8] SR A5 A 2 1 R
RMB out of Mainland China is subject to the rules and regulations of BB B LR -
exchange control promulgated by the government of the PRC.
23 TRADE PAYABLES 23 ¥ 5 REATIRK
The carrying amounts of trade payables are considered to be the B LR AR > B ) IR AT B A 1 R T (e 2
same as their fair value, due to their short-term in nature. The ageing BN EARTR] o #8855 H M0 B 2 e A HE SR
analysis of trade payables based on invoice date is as follows: o HTin T
2022 2021
[e- S TE TR
HK$’000 HK$’000
T#7t T
0 - 30 days 0%30H 32,565 1,087
31 - 60 days 31%860H — 368
Over 60 days 60H LA E 2,476 2,652
35,041 4,107

RO WE BB BB AR A :%::ﬁzﬁiﬂi
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24 ACCRUED CHARGES AND OTHER 24 FERT R B At R AF BR 5K
PAYABLES
2022 2021
RO -
HK$’000 HK$’000
Tt ARCP
Deposits received IR 4 12,575 20,849
Receipt in advance FE SR TE 8,336 8,074
Accrued employee benefits expense JREHIR 5 4 R B S 7,432 7,236
Accrued charges e 5,050 2,465
Other tax payables A RE AL TE 2,116 2,938
Compensation payables to tenants JREAST R 25 114 S = 3,289
Others FHoAth 1,388 2,066
36,897 46,917
The carrying amounts of accrued charges and other payables are B A LA AR > ET A R AR AT R 2 R
considered to be the same as their fair value due to its short-term in A0 (B B EL P (B A ]
nature.
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25 CONVERTIBLE NOTES 25 WIRfE S

On 14 October 2020, pursuant to a subscription agreement dated
14 September 2020 (the “Subscription Agreement”), the Company
issued unlisted and unsecured RMB denominated, HK$ settled
convertible notes due on 13 October 2023 in an aggregate principal
amount of RMB25,300,000, equivalent to HK$28,633,000.

The terms of the convertible notes are summarised below:
(a) the convertible notes bear interest of 9.0% per annum on the
outstanding principal amount and the interest will be payable
upon redemption on 13 October 2023 or convertible into shares
upon conversion of the convertible notes;

(b) the convertible notes are convertible at the option of the holder
into fully paid ordinary shares on or after the issue date of the
convertible notes up to 13 October 2023 at a conversion price
of HK$0.221 per share, with fixed exchange rate at HK$1 =
RMBO0.8836 and subject to certain adjustments pursuant to the
terms of the Subscription Agreement;

(c) the convertible notes will be redeemed on maturity at a value
equal to the HK$ equivalent of the aggregate of 100% of the
outstanding RMB principal amount and all amounts accrued
thereon.

At the issuance of the convertible notes, a liability component
representing the 3-year 9.0% straight debt and an equity component
representing the convertible option of HK$0.221 per share were
recognised at fair value.

As at 31 December 2022 and 2021, the carrying value of the liability
component of the convertible notes approximated its fair value.
Movements of the liability component of the convertible notes
during the year are as follows:

MoFEFEFATMNA s REAWE T F
LA T H 2 5B (R ) - AAH
BT ANRESHE I oS R r —FE =+
AT = HEWE LTSI R S - AR e
5 N R 25,300,000 0 0 FHE Y 28,633,000
j":o

AR SR R A T

A o B 2 i A T T A 4 BB 41 AR A #29.0 JE
FRE S FIER =T H = HER
BRESZ AT o B ] A At v 6 S i 2 IR e 2
iy s

(@)

A SRR T IR E T A
THT=HIE > AR A A
PR B 45 1% 0.2211 ik TT R B SR IR
WAL > [ E TR G 1 O N R ¥50.8836
G o MEZE AR SR M W R e FOEA T TR

(b)

A R AR 2 6 7 ) S0 I AR 45 T8 100% R T
| N B WA N A TR R AN 2 s T
S EHERIE M -

©

AT AT B SRR > B (B %9.0) L 2
ZARMIR) R AR ) (R4 10.221 98 T 2 # B
1) ToA% A PR (B AR

Mo E AR CECCFE T A=Z—H ]
R AR 2 BRI (E B AP (AR -
AR S 2 B R R S T

2022 2021

HK$’000 HK$’000

Tt AR

At 1 January w—H—H 29,377 24,571
Exchange adjustment [ifE b, 3] 2 2,707) 408
Accretion of interest I A 4,991 4,398
At 31 December W HA=+—H 31,661 29,377

During the years ended 31 December 2022 and 2021, none of the
convertible notes was redeemed or converted.

WEF D FACF I OFT A= HIE
EE > AR I R 0 S S A ] B S
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26 DEFERRED INCOME TAX 26 FEHEFTESBLIH

Deferred income tax is calculated on temporary differences under the 08 S JUT A5 o0 T PR P e R T IR 2 B B R
liability method using the applicable tax rates. B
During the years ended 31 December 2022 and 2021, deferred BE_EF N _F__HF A=t —HIE
income tax liabilities represent solely accelerated tax depreciation. ARRE S IR AE BT A5l TE A A A R R B IR TS o
Movements in deferred income tax liabilities (prior to offsetting of A0 S o T M5 (A [R] — 0 ) v [ 2 458 BRI 8
balances within the same taxation jurisdiction) are as follows: Tl Z BT
2022 2021
ot Jatant —E A
HK$°000 HK$°000
T#T TH T
At 1 January w—H—H 4,749 4,540
Exchange adjustment [ifE >, o (408) 74
Charged to consolidated income statement FEALE Bl 3= = 135
At 31 December W ZH=+—H 4,341 4,749
The expiry of unrecognised tax losses as at 31 December 2022 is as WEEZEFZAZ+T—H > KHERBUHEE
follows: ZJE SR
2022 2021
ot St — B
HK$°000 HKS$°000
T#T THIT
Tax losses expiring in 5 years FLAE A i 2 Bl RS 1R 1,693,425 2,137,394
Tax losses without expiry date A [ A 2 B TE SR 120,893 70,989
1,814,318 2,208,383
As at 31 December 2022, the potential deferred income tax assets MEFZ A=+ —H > B EACRAERR
in respect of the above unrecognised tax losses amounted to 0 T s 15 A R 2 Y A 0 A T A9 B I AR
HK$443,304,000 (2021: HK$546,062,000). 443,304,000%5 70 ( —F ——4F :546,062,000% 7C)
Deferred income tax liabilities of HK$800,000 (2021: ARSI AR A T AT 2 ) A M e M) 2 A T
HK$1,057,000), in respect of unremitted earnings of approximately 4NHi800,00045 7C (% — —4F : 1,057,000%% 5T)
HK$11,574,000 as at 31 December 2022 (2021: HK$13,073,000), TRERDAESE P A BT AR - PR % AR 2 42 ) 5 5
have not been recognised for the withholding tax as the Group BT Z R BOR - HAERE B ] R A RE B
controls the dividend policy of these subsidiaries and has no plan for B RZFZ A= —H s REELEA
dividend remittance in foreseeable future. #511,574,0004 76 ( & ——4F 1 13,073,000

JT) °
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A BB 2 B R
27 SHARE CAPITAL 27 A
2022 2021
—BTUE [ ey
Number of Number of
ordinary ordinary
shares shares
of HK$0.10 of HK$0.10
each Amount each Amount
Thousand HK$°000 Thousand HK$’000
15 i L BB E A
0.10%#782 0.10%:C 2
ke A &8 TEREH B
Tk T T THIT
Authorised: RE
At 1 January and H—H—HkK
31 December +-H=+—H 10,000,000 1,000,000 10,000,000 1,000,000
Issued and fully paid: T T AL
At 1 January and W—A—HAX
31 December +ZA=+—H 1,814,057 181,406 1,814,057 181,406

WE-F RS HIE

During the years ended 31 December 2022 and 2021, there were no
AR 5 A R A S -

movements in share capital of the Company.
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28 RESERVES 28 falifhi
Retained
Convertible ~ Share-based ~ Currency profits/
Share Capital Merger notescapital ~ payment franslaton  Stafutory (accumulated
premium reserve reserve reserve reserve reserve Teserves losses) Total
WHRES  RG R [REEH/

Rfvl  BARE  AORE  RARE  ORRE EXRE GRRE (RHER) it
HKSO00  HKSO00  HKSOM  HKSON  HKSOO  HKSOO  HKSO0  HKSO0  HKS000
Tt fEr  fEr Tt Tt Tt Tt Tt TR

(Note (a)) ~ (Note (b)) (Note (c))
(Witw) (WO (Wit
At 1 January 2021 e S g R 133,754 2,685 m 6450 2293 106,912 173,007 (78,599) 346,824
Currency translation differences EiEg:
- Group -6 - - - - - 8,699 - - 8,699
- Associates and a joint venture -BENARAELE - - - - - 190 - - 190
Dissolution ofsubsidares LG - 197 - - - 1170 (153 167 -
Proft for the year Al - - - - - - - 200 5200
Share option scheme: FbtH -
- Value of grantee services TR R Bl - - - - 210 - - - 10
~ Transfer upon hapse of share options ~ — FBAVE b - - - - (367) - - 367 -
At31 December 2021 and e S % el
[ January 2022 ~“Z-F—A-H 133,754 2882 m 0450 2136 116971 171473 2534) 408,046
Currency translation differences: e E
- Group ~%M - - - - - (1269 - - (5169
- Associates and a joint venture “BahARaEEE - - - = = (106) = = (106)
Profit for the year L - - - - - - - 3107 3107
Share option scherme: IR
- Value of grantee services — ki N R - - - - 421 - - - 4m
- Transfer upon lapse of share options ~ — FA AR A RFE - - - = (4D = = il g
At31 December 2022 REEZZEFA =R 133,754 1882 m 0450 0,372 05,59 171473 17,306 404,655
Notes: P 5E
(a)  The capital reserve mainly represents the nominal amount of shares (a)  JRASGA T AR AR R — JUIUTUAR W [ 1B 7 2 T
repurchased by the Company in 1999. fH o
(b)  The merger reserve represents the difference between the aggregate nominal (b) AR B AR AR 2 A B 2 AR T (E
amount of the share capital of the subsidiaries at the date on which they HARHBLA N W ARPE — JUIUTLAR 2 m) T AR S Wi AR
were acquired by the Company and the nominal amount of the share capital B AT IRAS T {E W #5225 58~

issued by the Company as consideration for the acquisition pursuant to the
corporate reorganisation in 1995.

(c)  As stipulated by regulations in Mainland China, the Company’s subsidiaries (¢)  ARIEARBRREERL » A AL A B R R oL R A 2
established and operated in Mainland China are required to appropriate WA JEG 2 ) B B4R 2 ) 22 8 7D 109 188 A3 7 fit i
minimum 10% of their after-tax profit to the statutory reserves and RIS > HLOIH HEA RS B2 EF
enterprise expansion fund, at rates determined by their respective boards JE o W Sl AT FAEREY - — 4R Bl R sl A A T AL
of directors. The statutory reserves can be utilised to offset prior years’ J o A S R R m] AR R S A o i R
losses or be utilised for the issuance of bonus shares, whilst the enterprise FEF AN F S Fl AR EARS0% 1% » A SR P
expansion fund can be utilised for the development of business operations. o

When the statutory reserves reach an amount equal to 50% of the registered
capital of the Company’s subsidiaries, further appropriation is optional.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

29 SHARE-BASED PAYMENT TRANSACTIONS 29 DAty B3 2 a2 5

The Company has adopted a new share option scheme on 25 May
2022 (the “2022 Scheme”) and will remain in force for 10 years
from the date of adoption. There were no options granted and no
outstanding share options under the 2022 Scheme.

The share options are generally valid for a period of ten years and
will lapse if the grantees leave the Group before the share options
are exercisable. The Group has no legal or constructive obligation to
repurchase or settle the share options in cash.

The share option scheme adopted in 2013 (the “2013 Scheme”) was
terminated on 25 May 2022 and no further option may be granted.
Any outstanding options granted prior to such termination but not
yet exercised at the time of termination shall continue to be valid
and exercisable in accordance with the terms of the 2013 Scheme.
Movements in the number of share options outstanding and their
weighted average exercise prices under the 2013 Scheme are as
follows:

ANFRCF AR S TOH SR T — IR
MBS ([ —F . 4E5HH ) > AR H
A HERF A O 14 o #iizﬁﬁ%Tﬁﬁﬁﬁ
e 1o ARAT (oL ) g PR

S SRR AT 2 — By 4 T {0 7R A2 AT B
AT AT AN AR A 52 [ - B PR I 4 2R3
A% 5 T 7 0325 5 B A A A B I ) A 0
JBCHE -

CER SRR RS ([ R — =F 5
FNERZFE D FHA ST HAKLE S A
T BECRE o ARIE B — =R R IR 0 %
T E A 1k 2 BT AE 1 A AT (8 ) AT fo] S A RS A
%ﬁﬁﬂﬁuﬁﬁ R —F— =AFFHHE > MR
A7 o8 %) P ME B0 ) R R RE P 359 4 (1 £ 1) 3 ) 1%
{RﬁnT :

2022 2021
RO R T
Weighted Weighted
average  Number of average Number of
exercise share exercise share
price options price options
I E Ji s HEE I i
AT HH AT HH
HKS$ HKS$
o I
At 1 January w—H—H 0.25 132,650,000 0.76 12,180,000
Granted during the year IR 0.20 2,000,000 0.20 121,300,000
Lapsed during the year CRNE S 0.20 (3,600,000) 1.07 (830,000)
At 31 December Wt _—H=+—H 0.25 131,050,000 0.25 132,650,000
Exercisable at 31 December A =+ il 0.30 59,230,000 0.73 11,350,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

# B WA 5 e e i

29 SHARE-BASED PAYMENT TRANSACTIONS

(CONTINUED)

Share options outstanding at the end of the year have the following
expiry dates and exercise prices:

29 DABAr 2 BB 2 A1k 32 5 (4)

T AR I R AT 2 T P A B0 H R AT fe £
‘F

Exercise price Number of share options

AT i JRe M S8

Grant date Expiry date HKS$ 2022 2021
& H FHH T —RTUE —E A
21 January 2014 20 January 2024 4.50 100,000 100,000
ZE-NE—-A=+—H ZERTNE—AZ+H
25 January 2017 24 January 2027 0.70 11,250,000 11,250,000
—EF—tEHF—-A=+1LH ZEZEFE—AZ+A
14 December 2021 13 December 2031 0.20 119,700,000 121,300,000
e Sae S g S [ U B xR AT AT EH

131,050,000 132,650,000

Weighted average remaining contractual life of options outstanding at year end (years)

TR AR 18 AR (o S P R 1 T B3 3R i A0 S PR (4

8.53 9.54

On 14 December 2021, 121,300,000 share options were granted
to certain eligible employees, including executive directors of the
Company, which allows them to purchase same number of ordinary
shares of the Company at an exercise price of HK$0.20 per share.
The share options were measured at fair value at the grant date
and were recognised as employee benefits expense over a vesting
period of three years. First 40% of the share options shall vest on
31 December 2022. The remaining 30% and 30% shall vest on 31
December 2023 and 2024 respectively, subject to fulfillment and
satisfaction of the Group’s targets for the years ending 31 December
2022, 2023 and 2024 respectively as determined by the board of
directors.

The share-based payment expense incurred for the year ended
31 December 2022 was approximately HK$4,277,000 (2021:
HK$210,000) in relation to share options granted.
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WoE T+ HFTIUH AN RATHE
AN T 6 G R B H#45121,300,0008 8§ B
BE > AFHBAM LA 0,207 TT 149 47 (41 1% B AR R
B AR T B o WEIRE 4% ) B R AT
TEE R > 367 = 4 b B 1 A TR 2 1R B 4R A B
oo HA0RMERAMERE R —F A A=
H%E B8 F30% K 30%51% 3 ik —F =K
TPEF T AZ - HERE o HEEE BRI 2
%%@#mz_?** VR R
TAEF A =St IS AEE R S -

BE_L2 - +_A=Z+—HILFHEREZH
TS ISt A B 1 D RSE 03 4 kB 2 A5 3K %i%ﬁ
4,277,000 50 (& = —4F 1 210,000887C) ©




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f 1 JU 5 #R Bi RE

29 SHARE-BASED PAYMENT TRANSACTIONS 29 Dlin Rz k32 % (4)

(CONTINUED)

Fair values of the share options granted during the years ended
31 December 2022 and 2021 were approximately HK$0.06 per
share option. The fair values were independently determined
using Binomial Option Pricing Model that takes into account the
exercise price, the term of the option, the share price at grant date
and expected price volatility of the underlying share, the expected
dividend yield, the risk free interest rate for the same term of the
option.

The model inputs for the share options granted during the year
included:

WEF A CF I FT A= HIE
AERE o PR SRR Y 2T R4 5y 5 BT B e
0.0695 7T o %>~ (B bR ) — 2 B P 7 B A
TUB LI E > a2 5 I T AT AR - MR RY
B~ 452 A B 1 R R T IR 3 ) T 0 A A i T
o TR S Wi as ~ B AEC R ] 30T R 14 e L By
H R

CANE-SH g bl Rl <o SR IR

2022 2021

- Sastat: It St

Grant date XA 25 March 2022 14 December 2021
s Sastat: TR

=H-+HH +Z=A+mA

Exercise price oA HK$0.20 HK$0.20
0.20¥ 70 0.20¥5 70

Expiry date FIHIH 24 March 2032 13 December 2031
ot S TR AR

=Z=H=1+H +ZA+=H

Weighted average share price JIRESF-24) Tl HK$0.133 HK$0.155
0.133% 0 0.155% 7t

Expected price volatility TR D ) 56.39% 56.39%
Expected dividend yield TR Bk s & 0.94% 0.94%
Risk-free interest rate 4 JE B A 2R 1.48% 1.48%

Expected volatility was determined by using the historical volatility
of the Company’s share price over the previous ten years. The
expected life used in the models has been adjusted, based on
management’s best estimate, for the effects of non-transferability,
exercise restrictions and behavioral considerations. The fair values
calculated are inherently subjective and uncertain due to the
assumptions made and the limitations of the model used. The value
of an option varies with different variables of certain subjective
assumptions. Any change in variables so adopted may materially
affect the estimation of the fair value of an option.

TR U5 Bl AR o AR 2w AR A 8 2 AR A JRE 2
B AT R RE o AR PP () A FHA A O E AR IR
R 1 B AR AR o SPER TR AT R
AT 25 8 2 BT T % - B BT (e
AR BT R RE - sHRAR 2 AP EEAE
ERATBEAATHEE N o — R E(EIT B
FH AT BUR R 2 AR S B AL o P fa 0 A
YA o S AL 0 AT e I RE R B EAG R
HRHH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

# B WA 5 e e i

30 CASH FLOW INFORMATION

(i) Cash generated from/(used in) operations @)
Reconciliation of profit before income tax to cash generated

30 HEeRagk

BEREE () 284
R B R R B 2 () 2 B4

from/(used in) operations is as follows: ZEIRWR
2022 2021
HK$’000 HKS$°000
Tt T T
Profit before income tax 5% I 4554, i 22 ) 43,999 79,825
Adjustments for: i i
Depreciation of investment properties il v/ ELiN 19,314 21,136
Depreciation of property, plant and LE R NS
equipment e 3,192 3,052
Depreciation of right-of-use assets ARG T 3,040 2,815
Impairment loss of certain investment HTHREWH#
properties RN | 18,573 12,214
(Reversal of impairment loss)/impairment 4 fil & 72 (Vo (B4R 4% 121 ) J/
loss on financial assets WAEREE (848) 825
Fair value gain of financial asset at F N TR FE AR £ 1Y 4 Rl 72 2
FVPL ARRIUE (797) -
Written off on value-added tax recoverable R Wit [a] 38 (B Fd 48 - 6,041
Gain on disposal of an asset classified HE A REL &
as held-for-sale ez Wt - (131,657)
Loss on disposal of property, plant and thEMZE - WE K
equipment A AR 1E 1 1,505
Loss on termination of leases #ZIETHEEIR = 591
Share of (profit)/loss of associates and JEAEB S AR R ERES
a joint venture (ZF) i (70) 26
Finance costs s LA 5,313 4,740
Interest income FLEWA (5,306) 921)
Share-based payment expense D7 £ B8 2 A B 52 4,277 210
Operating cash flows before working capital ¥ & 4 58 By i 2 £8%4
changes Bl it i 90,698 402
Decrease in inventories WD - 42,246
(Increase)/decrease in trade receivables, BT IR - $4 - TEATEIE K
deposits, prepayments and other oAt BE ISR K
receivables ($4m),wib (2,455) 53,401
Increase/(decrease) in trade payables, B 5 REAT IR - ERT A -
accrued charges, other payables and HoAb REATRER X A %) B &
contract liabilities #hn (Ggb) 50,762 (122,488)
Cash generated from/(used in) HmiEEE ()2
operations B4 139,005 (26,439)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#ir o B 25 i A B

30 CASH FLOW INFORMATION (CONTINUED) 30 HBl&m=& R (4)

(ii) In the consolidated cash flow statement, proceeds from disposal (i) RERBIEHERN > HEWE - WFE L%
of property, plant and equipment and an asset classified as 5 B 5B B A B 2 A A P SRR
held-for-sale can be reconciled as follows: I

2022 2021
RO R T
HK$’000 HKS$’000
THT T T

Proceeds from disposals of property, plant  HEYIZE ~ WE Mk &
and equipment and an asset classified as IR EEREZ

held-for-sale ek 61 135,869
Net book amount R T
— Property, plant and equipment o E RG]
(Note 14) (Bft&E14) (72) (2,752)
— Assets classified as held-for-sale - AR EEE - (2,965)

(Loss)/gain on disposal of an asset classified 8 [ 7385 5 Fe(F 8 & I
as held-for-sale and property, plant and W2~ W B (k1R) ices
equipment (Note 7) (Ff$5E7) 1) 130,152

RO WE BB BB AR A :%::ﬁzﬁ—:ﬂi




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fir 0 B 25 A B

30 CASH FLOW INFORMATION (CONTINUED) 30 H4&RmEg k(%)

(iii) Net cash reconciliation (iii) FH L EHE
This section sets out an analysis and the movements of net ENE IR ESiYe -5
cash.
Cash and
Lease Convertible cash
liabilities notes equivalents Total
HE TR Baek
fafig % BE%EY At
HK$’000 HK$°000 HK$’000 HK$’000
THETT THT THET THET
At 1 January 2021 REEZ—E—H—H (2,988) (24,571) 124,567 97,008
Cash flows B 3,560 - 100,902 104,462
Non-cash movement FBiss
- Additions — & (8,977) - - (8,977)
- Early termination of leases — R E 1,392 - - 1,392
— Interest of lease liabilities —HEAEANE (342) - - (342)
— Imputed interest of convertible — RS
notes FE - (4,398) - (4,398)
Effect of foreign exchange rate FESR A B i 2
changes (53) (408) 2,020 1,559
At 31 December 2021 and AR A=A
1 January 2022 M —E - HF—H—H (7,408) (29,377) 227,489 190,704
Cash flows HEnE 3,605 = 104,885 108,490
Non-cash movement Bl
- Additions —m (3,235) - - (3,235)
- Lease modification — M EE (1,382) = = (1,382)
— Interest of lease liabilities — gAML (322) = = (322)
— Imputed interest of convertible ~ — AL EHAHE
notes FE - (4,991) - (4,991)
Effect of foreign exchange rate e 2 53 8 s
changes 644 2,707 (19,598) (16,247)
At 31 December 2022 RoF = —FE+ A=+ —H (8,098) (31,661) 312,776 273,017
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31 COMMITMENTS 31 &I
Non-cancellable operating leases AT i B AR fL
The investment properties are leased to tenants under operating WY EEME B THE » TR E
leases with rental payments every 1-12 months. Minimum lease — &+ AR o WHREWEZ B
payments receivable on leases of investment properties are as AR A BT
follows:
2022 2021
HK$’000 HK$’000
Tt T T
Within 1 year —4ER 45,863 40,410
Between 1 and 2 years e 40,648 43,673
Between 2 and 3 years TR 38,813 39,118
Between 3 and 4 years =YL 19,576 36,976
Between 4 and 5 years PO 3 L 4F 8,928 15,941
Later than 5 years HAERE 24,514 16,903
178,342 193,021
32 FINANCIAL INSTRUMENTS BY CATEGORY 32 4@l T H4p%
2022 2021
HK$°000 HKS$’000
Tt AR
Financial assets at amortised cost: LISEEE AR 7 0 2 il B -
Trade receivables B 5y REN IR 12,736 7,653
Deposits and other receivables excluding e 4 e Ho A RES R K O L4
non-financial assets FEmEE) 4,236 1,546
Cash and cash equivalents Bla KB &5 EY 312,776 227,489
Total &t 329,748 236,688
Financial liabilities at amortised cost: LISEES AR 7 0 2 i B -
Trade payables 2 5 RECHR K 35,041 4,107
Accrued charges and other payables excluding 72 I S HAEAT IR 3K CREL45
non-financial liabilities ) 18,161 18,850
Lease liabilities HE A 8,098 7,408
Convertible notes CIESiidiEes 31,661 29,377
Total G 92,961 59,742

RO WE BB BB AR A :%::ﬁzﬁiﬂi
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33 RELATED PARTY TRANSACTIONS AND 33 BT AR o B fi i

BALANCES

(i) Transaction with a related company (i) HHEBA¥ZRS
The Group did not have any related party transactions during AEENAE NN GEATHIG X5 (ZF
the year (2021: Nil). ) .

(ii) Key management personnel compensation (i) FEEHANBZHM
Remunerations for key management personnel of the Group, ALEEEEEMA B ZHM (RIS
including amounts paid/payable to the directors of the AR A R FE S 2 3KIE) TR -

Company, are as follows:

2022 2021

RO -

HK$’000 HK$’000

Tt ARCP

Salaries and allowances e ok 7,958 8,067
Discretionary bonus [LERIR (AN 1,335 560
Retirement benefits cost RARAR A AL 65 27
Share-based payment expense D7 1 Bl 2 Ah B 52 3,022 68
12,380 8,722
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34 BENEFITS AND INTERESTS OF

34 FEEM L RS

DIRECTORS
(i) Emoluments of the directors and chief executive () HEFRATBRE (7B ) Z &
officer (“CEO”)
Share-based
Salaries and Discretionary ~ Retirement payment
Fees  allowances bonus  benefits cost expense Total
ek Bl RIREA DUR G2 R 6E
e i fBAL WA Z A it
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
T T T TH#T T T
(Note (a)) (Note (b))
(k@) (HE®)
For the year ended BEZH
31 December 2022 +oA=Z+—HIEE
Mr. Chang Chih-Kai (Chairman) 58 SV (£H#) - 3921 778 18 603 5,320
Mr. Chang Chih-Chiao (CE0)  TRE G S (7TH 4% = 3174 549 18 603 4,344
Mr. Wang Jungang ERREIAE - 77 8 29 1,816 1,930
Mr. Huang Shun-Tsai G i 150 - - - - 150
Mr. Hon Ping Cho Terence b ib 396 - - - - 396
Mr. Tan Philip (Note (d)) FRBUEE (Frik(d)) 240 - - - - 240
786 172 1,335 65 3,022 12,380
For the year ended BEZZ-
31 December 2021 TEAZF—HIEFE
Mr. Chang Chih-Kai (Chairman) &S (L) - 3,995 310 - 34 4339
Mr. Chang Chih-Chiao (CEQ)  TREBEA (FrHA#) - 307 244 - 34 3,550
Mr. Wang Jungang FRH S - 79 6 27 - 12
Mr. Huang Shun-Tsai HIERSEE 150 - - - - 150
The late Mr. Kuo Jung-Cheng DRI E
(Note (c)) (Hfik(c) 75 - - - - 75
Mr. Hon Ping Cho Terence AR EE 396 - - - - 396
Mr. Tan Philip (Note (d)) KA (HH3E(d) 100 - - - - 100
721 7,346 560 27 68 8,722
Notes: FaE

(a)  CATEUREAT ALY vl e 2 < T AR O 46 1) AN 0 ]
FERF IR 2> RIR AN 2 AR B S S -

(a)  The emoluments paid or payable to the directors of the Company
were in respect of their respective services as a director of the
Company or its subsidiaries.

CU A OB A 2 ) o e P < T AR A S R A B AN
) A R £ S S5 T i A ) A R s

(b) The emoluments paid or payable to the directors of the Company (b)
were in respect of directors’ other services in connection with
the management of the affairs of the Company or its subsidiary
undertakings.

(¢)  Mr. Kuo Jung-Cheng passed away on 7 July 2021. () FRIEECHR T —FLH LA -
(d)  Mr. Tan Philip has been appointed as an independent non-executive (d)  FRRBUSEAIR R = —5E N Z H AT Sy S I8

director of the Company on 2 August 2021. 1TH#E -

B WM MR ARAE :g::ﬁzﬁiiﬁ
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34 BENEFITS AND INTERESTS OF
DIRECTORS (CONTINUED)

(ii)

(iii)

(iv)

Termination benefits of directors, and consideration
provided to third parties for making available
directors’ services

For each of the years ended 31 December 2022 and 2021, no
termination benefit was paid or payable to any director of the
Company. No consideration was paid or payable to any third
party for making available any director’s services.

Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors

As at 31 December 2022 and 2021, no loan, quasi-loan or
other dealing was entered into by the Company or any of
its subsidiary undertakings in favour of any director of the
Company, any controlled body corporate by or connected entity
with any director of the Company.

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts in
relation to the Group’s business to which the Company was a
party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.
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(ii)

EHLL RO A o SR L SR
Ie) 58 = Jy SR R AR AR

WEF BT A=
PR 1 BEAEIE1 A/ ) FE T 5 £ o o
B4 L AR » 5L 0 3 R
FEAT4 = 7L S (R -

(iii) A B SE ~ 3% 55 3 S0 S R kN M

(iv)

B oAt 22 5 v

Mo —R—E -t A=+—H
A ) B AT AT B £ SEMESERT 57 K - e
B S HAN S T AR AL E R~ L2
22 N A AT A o R T T
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35 BALANCE SHEET AND MOVEMENTS OF 35 AN WIE A 0 2 I 5 B
RESERVES OF THE COMPANY

(i) Balance sheet of the Company (i) AAuEEAMEE
As at 31 December
w+—_H=+—H
2022 2021
. St [ Sy
HK$°000 HK$’000
Tt TH T
Non-current assets W B & B
Investments in subsidiaries R E AR 2 E 309,045 368,822
Amount due from a subsidiary JRE A T 2 F Rk 208,244 109,137
517,289 477,959
Current assets o
Prepayments TR ERIA 421 99
Cash and cash equivalents Bl B a5 Y 15,243 27412
15,664 27,511
Current liabilities W AR
Accrued charges and other payables JREH 2 R K A B A Rk 2,152 824
Convertible notes ] R AR S 31,661 -
33,813 824
Non-current liabilities By £
___ Convertiblenotes | R S 29.377
Net current (liabilities)/assets WE ()T (18,149) 26,687
Net assets HEE 499,140 475,269
Equity Rz
Share capital A 181,406 181,406
Reserves i 317,734 293,863
Total equity HERE R 499,140 475,269
The financial statements of the Company were approved by the KATMBRECOIN —F_ZF=ZA A
board of directors on 28 March 2023 and were signed on its HESE = oAl b AN -
behalf.
Chang Chih-Kai Chang Chih-Chiao
R REE
Director Director
#zH #HH

B WM MR ARAE iiiiiﬁﬁ‘iiﬁ
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5 WA B

Fie 7 Pk

35 BALANCE SHEET AND MOVEMENTS
OF RESERVES OF THE COMPANY
(CONTINUED)

(ii) Movements of reserves of the Company

35 AnwIEE QA K2 (5)

(i) A2 wfi e 52 B

Convertible
notes Share-based  Currency
Share Capital Contributed capital  payment translation  Retained
premium reserve surplus reserve reserve reserve profits Total
IR A s
MhiEkE AR
Rl BARHE  AARS ARG AR ExBE RERA it
HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000
Tr T TEx TEx T TEx TEx Tix
(Note 28(a))  (Note (a))
(8w (Hitw)
At 1 January 2021 REE-—E—H—H 133,754 2882 152,81 6,450 2293 (15,562) 39,015 RANIK
Currency translation differences EiEH - - - - - 2,130 - 2,130
Loss for the year R - - - - - S (302000 (30.200)
Share option scheme: R
- Value of grantee services ~ BN RE - - - - 210 - - 210
- Transfer upon lapse of share options - R - - - - (367) - 367 -
At 31 December 2021 and e S i N el 4
1 January 2022 S | 133,754 2882 152891 6,450 2136 (13432) 9,182 293,363
Currency translation differences AR - - - - - (12076 - (1207
Profit for the year WA - - - - - B N
Share option scheme: TRtEtH -
~ Value of grantee services ~ BN - - = = 4271 = = 421
~ Transfer upon lapse of share options ~ — R RHLIE A et - - S = (41) = 4 S
At31 December 2022 RER-ZEFZA=1-H 133,754 2882 152,301 6,450 6,372 (25,508) 40,893 37,734

Notes: B 5E -

(a)  The contributed surplus of the Company represents the difference (a)  ARTFZHABBREANFRE—IULHAERS
between the aggregate net assets of the subsidiaries acquired by the i) T AL O ) T (AR A B A )
Company under the corporate reorganisation in 1995 and the nominal W T 984T 2 B T (L P & 2 255 ©
amount of the Company’s shares issued for the acquisition.

(b)  The Company’s reserves available for distribution to its shareholders (b) AL AT G IR T AR B A A AL A IR

of the Company comprise share premium, contributed surplus, share-
based payment reserve and retained profits. Under the Companies Act
of the Cayman Islands, the Company’s reserve is available for paying
distributions or dividends to shareholders subject to the provisions of
its articles of association and provided that immediately following the
distribution or the payment of dividends, the Company is able to pay
its debts as they fall due in the ordinary course of business. The share
premium may also be distributed in the form of fully paid bonus
shares. In accordance with the Company’s articles of association,
dividends shall be payable out of the profits or other reserves,
including the share premium, of the Company.
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f T S 5 e e W

36 SUBSIDIARIES

36 FiHE Al

(i) The following is a list of the principal subsidiaries as at 31 (i) FTHREFIH—FZ-_HFE+-HA=+—H2zE
December 2022: BN SN F] :
Particulars
Place of of issued/
Name incorporation® paid-up capital  Interests held®  Principal activities
4t kMt S B CBAT /B A T PireiEa” BT
Daphne Footwear (Sichuan) Co., Ltd® China RMB87,300,000 100%  Property holding
FE SRR (PO )1]) BESEAT PR R R AR H87,300,0007C 1AM
Daphne Investment (Group) Co., Ltd.” China US$30,000,000 100%  Licensing and distribution
R E (R ARA R il 30,000,000 ¢ of footwear products and
accessories and investment
holding
HERE fin SO v
Full Pearl International Limited British Virgin Islands 3,294 shares of US$1 each 59.96%  Investment holding
EYBGAH R AT KRR 3294/ I 1 8T 2 e PGP
Gentlefit Trading Limited Hong Kong 100 ordinary shares of HK$100; 100%  Investment and trademark
HEEZHR AT it 13,055,667 non-voting deferred holding
shares of HK$13,055,667¢ BOE PR B T AR
1007 773 73 1008 & 4 .
13,055.667# 7071 413,055,667
I ARBCEER A R o
Hanjiang Footwear Co., Ltd., Putian City® China USD6,000,000 85%  Property holding
T TR LS A R A /] gl 6,000,000 7 A
Prime Success (BVI) Limited British Virgin Islands 5,000,000 shares of 100%  Investment holding
FRELHS US$0.01 each BELR
5,000,000 A i {E
0.0137E2 el
Shanghai Aixie Information Technology ~ China RMB1,000,000 100%  Distribution of footwear
Co., Ltd.® g N H1,000,0007C products and accessories
LiERENHARA R SRR i BB B T
Shoebox Commerce Co., Ltd.® China RMB460,000,000 96.46%  Licensing of footwear
HEHE AR AR Gilo N\ B ¥460,000,0007C products and accessories
SRR i SRR v
¥
Shoebox Holdings Limited Hong Kong 14,111 ordinary shares 96.46%  Investment and trademark
EHERE IR PR ) Eils of HK$381,470,740 holding
381,470,740 741 F BERPE S A B
14,1115
Victoria Success (Shanghai) Limited® China US$23,000,000 100%  Property holding
KB (L) ARAF | 23,000,0003 7 ERCEES
Xieyong (Jinan) Footwear Co., Ltd.® China RMB17,500,000 100%  Property holding
5 BN A IR A i AEH17,500,00078 RECEYES
Xieyong (Nanjing) Warehouse Co., Ltd.”  China RMB21,000,000 100%  Property holding
R B A A R A R AR21,000,0007C 1AM
Xieyong (Shenyang) Warehouse Co., Ltd.© China USD3,000,000 100%  Property holding
H BB A RARA il 3,000,000% ¢ EECEIES

B WM MR ARAE iiiiiﬁﬁ‘iiﬁ




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 WA B

Fie 7 Pk

36 SUBSIDIARIES (CONTINUED)

Notes:

(a)

(b)

(d)

(e)

(ii)

These companies were established in Mainland China in the form of
foreign-owned enterprises and are limited liability companies.

Except Full Pearl International Limited and Prime Success
(BVI) Limited which are held directly by the Company, all other
subsidiaries are held indirectly by the Company.

Other than Full Pearl International Limited and Prime Success
(BVI) Limited which operate in Hong Kong, all subsidiaries shown
above operate in the same place in which they were incorporated,
respectively.

The non-voting deferred shares practically carry no rights to
dividends, nor rights to receive notice, nor rights to attend and vote at
any general meeting of the company, nor rights to participate in any
distribution on winding up.

The English names of the subsidiaries established in Mainland China
represent the best effort by the directors in translating their Chinese
names as they do not have official English names.

Non-controlling interests

Set out below is summarised financial information, before
inter-company eliminations, for subsidiaries that have non-

36 it 2 v (#5)

Bt

(a)

(b)

(@)

(e)

(ii)
TX

FeE

%N T I A R K R ST 2 AN DL
TR BRAE -

B & 2 8 B A B2 7 X Prime Success (BVI)
Limited 1 45\ A) EL3ERR A AN - FA HoAb B & 2
A AN E R o

B & 2 8 B A B2 7 X Prime Success (BVI)
Limited A & #5250 > DL FI7R 19 B 47 f g 2
A4 A g S b S o

1% SRR AR IS T I AR SCIGZ 2 W) 2 i
B ST ] FBE SR 98 4 sl R M ROK il
e LB o TR IR IR R 2 BT A 23 UK -

P FH B A e T 7 2 R R 2 D B 9 S0 i o o
IR SRR > R A% S W A R
S A IE AR A -

il HE
A8 B AT I A2 T R i % 3 AR A A

RN /AGICE IR W) AP

controlling interests that are material to the Group: WA R 2

2022 2021

HK$’000 HKS$°000

T#x T T

Current assets TS E 393,010 414,350
Current liabilities T B (174,400) (189,421)

Net assets B 218,610 224,929

Revenue Wi 285 22,138

Profit for the year N R 6,465 5,498

Total comprehensive income 4 1WA AAE 13,511 4,674

Net cash generated from operating activities ~£% % % B} 7 A= 2 B 4 TF 48 1,415 19,510

Net cash generated from investing activities % & GBI E A 2 B4 1F 4 253 1,009
Net cash used in financing activities SRS B BT Y B VR AR - (64)

Net increase in cash and cash equivalents T4 e B 4 S B i 1,668 20,455

Daphne International Holdings Limited | Annual Report 2022
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