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Six months ended 30 June

®E6H30HILAMEA
2018 2017
2018 4F 20174
RMB’000 RMB 000
AR T AR
(unaudited) (unaudited)

(ORR =) (KAL)

Revenue

Gross profit

Profit before tax

Income tax expense

Net (loss) profit attributable to equity holder
of the Company

Gross profit margin
Operating profit margin

Net (loss) profit margin

(Loss) Earnings per share

— Basic (RMB cents)

— Diluted (RMB cents)

e i

TH

Rt il s A1)

BB B 5

EANEIL £ PN
JEAL 5 (s 1) AR

EFI%
g
i (k) Fl%

I O 8) B
— A (NRHEST)

— i (AR W)

1,449,974 1,415,794
859,162 908,441
15,886 71,467
(28,907) (32,703)
(14,097) 39,055
% %
59.3 64.2
1.1 5.0
(0.9) 2.8
(0.68) 1.88
(0.68) 1.88
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Management Discussion and Analysis

o B o s e g A

BUSINESS OVERVIEW

In the first half of 2018, global economic growth has started to slowdown,
creating an overall adverse environment for the retail market. Global political
instability has led to increased market volatility; advanced economy growth
has decelerated, while the recovery in major commodity-exporting market
and developing economies has levelled off. Renminbi has also been weak
against the US dollar. In the face of structural challenges coming from the
in-bound threats of international brands and cross-border e-commerce, as
well as structural problems such as business portfolio, online distorting
pricing, and international brands penetration by presence in department
stores and online channels, the global environment remained challenging for
the footwear industry. As a leading international integrated retailer and the
leading retailer of mid-to-premium women’s formal and casual footwear in
China, C.banner has adopted various strategies in anticipation for possible
market downturns, such as diversifying its business to mitigate potential

adversities.
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Management Discussion and Analysis

On the up side, China has seen a stable consumer and service sector growth

amid unstable global economic environment. According to the National
Bureau of Statistics, in the period under review, total retail sales has reached
RMB16,056.1 billion with a growth rate of 9.3%. Specifically, for the
clothing, shoes, hats, needles and textiles category, the retail sales reached
RMB665.1 billion, representing a 9.2% growth rate, which also shows
that the industry is in slow recovery. Moreover, with increasing disposable
income and improving living standards, consumers in China’s lower-tier
cities and rural areas have seen rising purchasing power, creating a trading-
up demand in the market. It is expected that lower-tier markets will be
the major driving factor in the foreseeable future, as high-tier markets has

already achieved a greater level of saturation.
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Management Discussion and Analysis

BRI o S o0 A

In comparison to the footwear business, the Company’s toys business
showed brighter prospects. According to a research conducted by
Euromonitor, a market research company, the total retail sales of toys and
games in China have soared from RMB111.8 billion in 2012 to RMB276.5
billion in 2017, registering an average annual growth rate of 19.9%. Amid
global economic growth deceleration, the outlook for the toy retailing
industry in China is expected to show ongoing growth due to increasing
disposable income and living quality improvements. The market shows a
shift away from the traditional medium-to low-end battery-operated toys,
construction sets and decorative toys, and towards innovative electronic
toys, intelligent toys, up-market plush toys and decorative cloth toys. In
addition, according to the National Health and Family Planning Commission,
the number of newborns is predicted to rise to between 17.5 million and 21
million annually during the period. Together with China’s steady economic

growth, this reflects promising prospects for the toy market.

In Challenging Times

In response to the above challenges, the Company has adopted various
strategies to combat the adverse environment. During the period under
review, the Company has reinforced its elegant and fashionable brand image,
as well as promoted its brand positioning as a leading international integrated
retailer and branded group of mid-to-premium women’s footwear in China. It
has continued to promote the global branding strategy to forge C.banner as an
international retail group, and has constructed an innovative, integrated retail
platform image for the brand. By expanding Hamleys toys retail business in
China, the Company’s scope of business is diversified, which has, in turn,
enriched the brand portfolio. The toys business has already started generating

revenue for the Group in China and being showing great growth potential.
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Management Discussion and Analysis

In terms of expansions, the Company continued to be cautious in store
expansion. It attaches great importance to optimising proprietary outlets
and third-party retail outlets. Consumption experience in offline stores has
been enhanced leading to an improved same-store sales growth. The online-
to-offline (O20) strategy has been strengthened for better marketing and
branding. The Company has also continued its work on seamless sales system
between offline and online sales platform. It is also exploring new offline
channels, such as factory stores and multi-brand stores, in order to provide a
diverse range of store formats to meet the different needs of consumers. The
Company has implemented innovative and interactive marketing strategies
online, including the reinforcement of its official WeChat accounts to expand
the consumer base, and host a variety of online sales and marketing events.
The production line has been rebuilt to enhance production flexibility, so
as to accommodate consumers’ need for customisation and small-batch
production. During the period under review, the Company has strived to
optimise the inventory level of outlets and other online platforms through
organising attractive sales and joint promotions. The Company believes that

rational discounting policies can, at the end, ensure profitability.

Extensive Shoes Retail Networks

After years of development, C.banner has built up an extensive shoes retail
networks with a strategic layout of self-developed and licensed brand stores
in China’s first, second and third-tier cities. The Group has successfully
enhanced same store sale growth of offline stores and actively promoted
sales of online stores. Looking ahead, C.banner will continue to optimize its
retail networks by strategically cooperating with third party retailers such
as department stores and shopping malls to increase market presence while
further utilizing online platforms to interact with customers and increase

brand loyalty.

As always, C.banner will continue to adopt cautious strategies in store
expansion. During the period under review, the Group recorded a net
reduction of 91 underperforming proprietary retail outlets and 30 third-
party outlets. As of 30 June 2018, the Group oversaw a network of 1,571
proprietary retail outlets and 302 third-party retail outlets across China,
maintaining a strong presence in over 31 provinces, municipalities and

autonomous regions.
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Management Discussion and Analysis

i BILRE i & o3 A

The following table shows the Group’s geographic distribution of shoes 51 /% A 48 [E 8 JiE S0 265 T 116 b [ 404

outlets:

Badgley Licensed

C.banner EBLAN Sundance MIO Mischka natursun Brands Total
Al

Tk e N kR Kk W RN 5t

Proprietary ~ Third-party ~ Proprietary ~ Third-party  Proprietary ~ Proprietary ~ Third-party ~ Proprietary  Proprietary  Proprietary

Distribution Regions outlets outlets outlets outlets outlets outlets outlets outlets outlets outlets

A# Ly ik B2 A# AR B2 B AR AR

ifiz BEK FHhE FHEE K FHhE FHE FHhE 2K FHhE FhE
Northeast R 105 n 58 9 14 16 9 1 4 14 27
Beijing b 3 39 16 U ) § 3 5 1 7 1l 116
Tianjin REE n 09 8 2 2 5 - - 9 Iy 07
Northwest [iplil n 54 3 5 1 - ) 1 6 12 28
Centra China EE ) 15 4 - I 3 - - ! 10 §1
Eastern China e 168 8 81 4 9 37 1 2 b)) 18 400
Ihejiang LR §2 3 B 1 2 il 1 1 § 14 146
Shanghai HihE 57 - 17 - - 3 - 2 14 9 102
Southwest Al 107 6 26 2 2 10 1 2 - 17 174
Southern China R 106 9 17 - - 13 - 1 10 10 166
Totl it 856 7 n % 5 101 50 1l 91 130 1473
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Notes:

(1)

(2)

(3)

4

(5)

(6)

(7

®)

©)

(10)

Management Discussion and Analysis

Northeast region includes Jilin province, Liaoning province and Heilongjiang

province;

Beijing region includes Beijing, Inner Mongolia Autonomous Region, Zhangjiakou

city and Qinhuangdao city in Hebei province;

Tianjin region includes Tianjin, Shandong province and Hebei province (except

Zhangjiakou city and Qinhuangdao city);

Northwest region includes Shanxi province, Shaanxi province, Qinghai province,
Gansu province, Henan province, Xinjiang Autonomous Region and Ningxia
Autonomous Region;

Central China region includes Hunan province and Hubei province;

Eastern China region includes Jiangsu province (except Wuxi city and Suzhou city),

Anhui province and Jiangxi province;

Zhejiang region includes Zhejiang province and Wuxi city and Suzhou city in Jiangsu

province;

Shanghai region includes Shanghai;

Southwest region includes Sichuan province, Guizhou province, Yunnan province,

Chonggqing city and Tibet Autonomous Region; and

Southern China region includes Guangdong province, Hainan province, Guangxi

Autonomous Region and Fujian province.

Hamleys as a Key Growth Driver

Hamleys operates in 17 countries across the globe and during the period

under review, opened 12 new stores globally, comprising 2 proprietary stores

and 10 franchised stores. As the majority of these new stores are operated by

international franchise partners, capital outlay required for the expansion of

retail networks is low.

In the same period, Hamleys also closed 7 stores, comprising 5 proprietary

and 2 franchised stores. These stores were closed as leases expired or where

the stores were loss-making with no prospect of turning them around to be

profitable.
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Management Discussion and Analysis

BRI o S o0 A

In the UK, 2018 continues to be one of the most challenging periods in
UK retail history. With continuing Brexit uncertainty, macro-economic
pressures and continuing erosion in UK consumer confidence, many
prominent retailers have entered into company voluntary arrangements
and administration. However, the strategic review undertaken by the new
appointed Hamleys board in 2017 to consolidate and strengthen the business
has delivered significant profit improvement from improved trading, reduced
costs and the closure of certain loss making stores. Like-for-like sales growth
was positive 1% in the first half of 2018 compared to like-for-like of negative
(6%) in the same period last year, leading to market share growth in the first

half year of trading.

During the period under review, Hamleys business in China showed
impressive growth potential. The flagship stores in Nanjing and Xuzhou have
already contributed to the business growth of the Group. The third Hamleys
flagship store in China and the largest one in the world so far, which has
opened at the end of 2017 in Wangfujing, Beijing, also shows great growth
potential. The Hamleys business has been increasing the Group’s operational
synergy and adding to its competitive strengths through strategic expansion
and assets integration. The Group plans to continue to replicate its innovative
brand-and-retail dual business model and unique in-store experience in other

high population cities in China, so as to gain further share in the market.

A number of the Hamleys international markets experienced their own
challenges due to macro-economic factors, however we continue to deliver
our international growth plan. To support this growth, we have commenced
an exciting new franchise partnership with Bandai Namco Entertainment to
enter the market in Japan and plan to open the first two stores in December

2018.

The Hamleys’ continued focus to improve customer experience and
proposition across all formats, introducing new products and services,
continued overseas growth and entry into new proprietary, franchise and
international wholesale markets has significantly strengthened the future
potential of the Hamleys business. Despite closing 10 stores in 2017,
total group sales grew in the first half of the year. Combined with the
strategic actions that have been taken, this has resulted in a 31% increase
in profitability in the first half of 2018, and the Group is confident of an

improved performance going forward.
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Management Discussion and Analysis

As of 30 June 2018, there were a total of 134 Hamleys stores comprising 29
proprietary stores and 105 franchised stores. The following table shows the

geographic distribution of these stores:

B BILRE i S o3 A

#AE20184E6 H30 H > Hamleys & 3545 H 134
KL > A5 29 K AEFEIE K105 FHr
B ARSI A B R T &

Proprietary Franchised

Country stores stores Total
B K HEEEE FRrEEIE Mt
United Kingdom pa 26 - 26
China HE 3 - 3
Czech Republic FEF LA - 2 2
Egypt 93 - 4 4
India B - 53 53
Jordan #H - 5 5
Malaysia LSy Qi - 6 6
Mexico == P4 Af - 4 4
Philippines JEHH - 2 2
Poland BT - 1 1
Qatar RE - 1 1
Russia I - 11 11
Saudi Arabia WHERTHLA - 1 1
Singapore EEilib) - 2 2
South Africa E: - 9 9
Turkey +HE - 1 1
The United Arab Emirates [TEnR|E): ey B =2 - 3 3
Total

st 29 105 134
FINANCIAL REVIEW Bk 7 [0l Jii

For the six months ended 30 June 2018, the Group’s total revenue increased
2.4% to RMB1,450 million as compared to the same period of last year.
Operating profit decreased by approximately 77.8% to RMB15.9 million for
the period under review, operating profit margin decrease 3.9% to 1.1% from
5.0% the same period of last year. Profit attributable to equity holder of the

Company recorded a loss of RMB14.1 million.

Revenue
For the six months ended 30 June 2018, the Group’s total revenue increased
by 2.4% to RMB1,450 million, compared to RMB1,415.8 million in the same

period of last year.

HE20184F 6 H30 H 1L /S H » AL E 4R
e 4 9 K A [0 H Jn 2.49% 2 AR 1,450 F &
TG o A BB A - S8 i D £ 77.8% 2
NEW 159 H &0 > 4848 R & b % 4 7 31
5.0% 80 3.9% & 1.1% o AN ml i 45 Fr A A
T Bk A R AR 141 HETT

Wz

A 20184F6 H30 H 1L SR A > AR M A9 ARk
LRGN 2.4% 2 N W 1,450  #C » 4E [
Al N 1,415.8 HEIC -
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Management Discussion and Analysis

BRI o S o0 A

The Group’s revenue mix comprises income from retail and wholesale of
shoes (“Retail and Wholesale”), contract manufacturing of shoes (“Contract
Manufacturing”) and retail of toys. The revenue distribution of Retail and

Wholesale and Contract Manufacturing is set out as follows:

AL B WCaR AL B B 2 RO B 2
B ([ RE R )~ SRR RS (44
AR ]) BB EE BN o T Tt EE -
AR E IR DL

For the six months ended 30 June

#E6H30HILAMA
2018 2017
2018 4 20174
% of Total % of Total % of
RMB (°000) Revenue RMB (°000) Revenue Growth
gL & e
AREF \alk ARETIT "ol MEAESK
Retail and Wholesale T Rt EE
of Shoes LR 1,066,267 73.5 1,103,321 77.9 3.4
Contract Manufacturing BHEERE
of Shoes 108,872 7.5 55,846 3.9 95.0
Retail of Toys AEEE 274,835 19.0 256,627 18.2 7.1
Total At 1,449,974 100.0 1,415,794 100.0 2.4
Profitability BRIREh

For the six months ended 30 June 2018, the Group’s gross profit decreased
5.4% to RMB859.2 million, a decrease of RMB49.3 million from RMB908.4
million in the same period of last year. For the six months ended 30 June

2018, the gross profit margin was 59.3%.

For the six months ended 30 June 2018, the Group’s distribution and selling
expenses reached RMB752.7 million, an increase of RMB13 million or
1.8% from the same period of last year. Distribution and selling expenses
accounted for 51.9% of total revenue, compared to 52.2% in the same period

of last year.

For the six months ended 30 June 2018, the Group’s administrative and
general expenses amounted to RMB102.9 million, an increase of RMB14.7
million or 16.7% from the same period of last year. Administrative and
general expenses accounted for 7.1% of the total revenue, compared to 6.2%

in the same period of last year.
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Management Discussion and Analysis

For the six months ended 30 June 2018, the Group’s other income and other
gains and losses recorded a net gain of RMB34.5 million, compared to a
net gain of RMB12.8 million in the same period of last year. Other income
mainly comes from government grants, foreign exchange gain, and interest

income from other financial assets.

For the six months ended 30 June 2018, the Group recorded finance costs
increase 130.7% to RMB43.4 million from RMB18.8 million the same period

of last year.

For the six months ended 30 June 2018, the Group’s income tax expense
decreased by approximately RMB3.8 million or 11.6% to RMB28.9 million,
compared to RMB32.7 million in the same period of last year. The decrease

was mostly attributed to the decrease in profit before tax.

For the six months ended 30 June 2018, profit attributable to equity holder of
the Company recorded a loss of RMB14.1 million, a decrease of RMB53.2

million from profit of RMB39.1 million in the same period of last year.

Liquid Assets and Financial Resources
As of 30 June 2018, the Group had bank balances and cash of RMB296.2
million (31 December 2017: RMB540.1 million).

For the six months ended 30 June 2018, net cash from operating activities
was RMB17.5 million, a decrease of RMB3.2 million as compared to
RMB20.7 million in the same period of last year.

For the six months ended 30 June 2018, net cash from investing activities
was RMB545 million, compared to net cash used in investing activities
of RMB142.8 million during the same period of last year. The inflow was
primarily related to the income received from disposal of held for sale assets
of RMB569.9 million and redemption of investment in other financial assets
of RMB210 million, which was partially offset by cash outflow from the

investment in other financial assets.

For the six months ended 30 June 2018, net cash outflows from financing
activities was RMB775.9 million, while net cash outflows from financing

activities in the same period of last year was RMB7.1 million
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As at 30 June 2018, the net current assets of the Group were RMB860.1
million, compared with RMB872.4 million as at 31 December 2017,

representing a net decrease of RMB12.4 million or 1.4%.

The Group’s gearing ratio, computed by dividing total loans and borrowings
by total assets, was 10.2% as at 30 June 2018 compared with 28.9% as at 31
December 2017.

Capital structure

The Group’s operations were financed mainly by shareholder’s equity, bank
facilities available to the Group and internal resources. The Group will
continue to adopt its treasury policy of placing its cash and cash equivalent
as interest bearing deposits. The Group’s loans and cash and cash equivalents
were mainly denominated in RMB, Hong Kong dollars, GBP and USD. The
Group’s bank borrowings denominated in USD as at 30 June 2018 amounted

to RMB291.4 million.

Pledge of Asset

At 30 June 2018, the Group’s equity interest in Mayflower (Nanjing)
Enterprise Limited, Dongguan Mayflower Footwear Corporation Limited,
Nanjing Soft Garment & Footwear Co., Ltd, Xuzhou C.banner Shoes
Limited, Hamleys Global Holdings Limited, Hamleys Toys (China) Co., Ltd
and Hamleys Toys (Nanjing) Co., Ltd have been pledged to secure the bank

borrowings of the Group.

Contingent Liabilities
The Group did not have any substantial or contingent liabilities as of 30 June

2018.

Capital Commitments

At 30 June 2018 and 31 December 2017, the Group has no capital
expenditure in respect of the acquisition of property, plant and equipment
contracted for but not provided in the condensed consolidated financial

statements.

Foreign Exchange Risk Management

The Group’s sales are mainly denominated in RMB, while its Contract
Manufacturing is mainly denominated in USD and retail of toys in mainly
denominated in GBP. The Contract Manufacturing accounted for 7.5% of
total revenue, while the retail of toys accounted for 19.0% of total revenue.
Nevertheless, the Board will keep monitoring the impact of the exchange rate
on our business closely and take appropriate measures to mitigate the impact
where fiecessarys
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For the six months ended 30 June 2018, the Group recorded a RMB9.9
million gain from currency exchange, compared to a RMB19.9 million
loss in the same period of last year. The Group did not hold any derivative

instruments for hedging against foreign exchange risk.

Disposal of the Company’s interest in EtonKids Educational Group
Limited

On 29 December 2017, the Company entered into sale and purchase
agreements with Allied Way International Enterprise Limited and Hongkong
Hongxing Investment Management Limited (the “Purchasers”), pursuant
to which the Company conditionally agreed to sell, and the Purchasers
conditionally agreed to purchase, 6,319,820 ordinary shares of EtonKids
Educational Group Limited (“EtonKids”), representing approximately
45.78% of the issued share capital of EtonKids, for an aggregate cash
consideration of US$89,499,900 (the “Disposal”). All the conditions
precedent under the sale and purchase agreements had been fulfilled and

completion of the Disposal took place on 17 May 2018.

Convertible bonds and notes

Convertible bonds and notes issued in August 2017

On 4 August 2017, the Company issued convertible bonds and notes, each
in the principal amount of US$50 million, to Cheer Hope Holdings Limited
(“Cheer Hope”). Mr. Chen Yixi had unconditionally and irrevocably
guaranteed to Cheer Hope the punctual discharge by the Company of its
obligations of whatever nature under the subscription agreement in relation
to the issue of the convertible bonds and the notes and other ancillary
transaction documents and promised to pay on demand each sum (together
with interest on such sum accrued both before and after the date of demand
until the date of payment) which the Company was liable to pay under the
subscription agreement and other ancillary transaction documents. Pursuant
to the subscription agreement, the bond instrument and the note instrument,
it shall be an event of default if Mr. Chen Yixi ceased to (i) be beneficially
interested (directly or indirectly) in at least 30% of the issued Shares of the
Company and the single largest Shareholder of the Company; or (ii) be the
chairman and executive Director of the Company. If an event of default under
the subscription agreement occurs, the convertible bonds and the notes were,
and they shall become, immediately due and repayable. In January 2018, the
Company redeemed convertible bonds and notes each in the principal amount
of US$10 million, and subsequently on 17 May 2018, the Company had,
pursuant to the terms and conditions of the convertible bonds and the notes,
given notice to the holders of the convertible bonds and the notes respectively
that the Company would redeem the convertible bonds and the notes each in

the aggregate principal amount of US$40,000,000 that remained outstanding
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in full on 17 May 2018 before their maturity each at a total redemption price
of US$41,742,223 (together with outstanding interests thereon up to the early
redemption date). Upon completion of the early redemption, the convertible

bonds and the notes had been fully cancelled.

Convertible bonds and notes issued in January 2018

On 17 January 2018, the Company issued convertible bonds and notes, each
in the principal amount of US$10 million, to OCI Capital Limited. Pursuant
to the relevant subscription agreement, it shall be an event of default if Mr.
Chen Yixi ceased to (i) be beneficially interested (directly or indirectly)
in at least 30% of the issued Shares of the Company and the single largest
Shareholder of the Company; or (ii) be the chairman and executive Director
of the Company. If an event of default under the subscription agreement
occurs, the convertible bonds and the notes were, and they shall become,
immediately due and repayable. On 3 May 2018, the Company had, pursuant
to the terms and conditions of the convertible bonds and the notes, given
notice to the holders of the convertible bonds and the notes respectively
that the Company would redeem the convertible bonds and the notes
each in the aggregate principal amount of US$10,000,000 that remained
outstanding in full on 3 May 2018 before their maturity at a total redemption
price of US$10,526,463.86 and US$10,426,463.86 respectively (together
with outstanding interests thereon up to the early redemption date). Upon
completion of the early redemption, the convertible bonds and the notes had

been fully cancelled.
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Human Resources

As of 30 June 2018, the Group had 10,398 employees (31 December 2017:
10,457 employees). In order to retain top-notched talents, the Group offers
competitive remuneration packages, including mandatory pension funds,
insurance and medical benefits. In addition, the Group pays discretionary
bonuses to qualified employees with reference to overall business

performance and their individual work performance.

Outlook

In the first half of 2018, China achieved 6.7% growth in GDP, which was
mainly supported by ongoing strong public infrastructure investment,
robust consumption growth and strong foreign demand. Although strong
consumer spending growth will play a more important role in economy,
business investment growth is likely to face further declines in 2018-2019,
due to production capacity cuts and stricter pollution controls. However, it is
worthy to note that despite of adverse operating conditions, keen competition
and shift of consumption behaviour towards e-commerce, it is believed
that China will remain to be a promising market for the footwear industry,

especially for mid-to-premium brands with reputable and quality products.

The GDP growth is forecasted to be in between 6.2% and 6.8% in 2018.
Further changes are expected to be seen in China’s economic operations,
reinforcing and supporting the steady and sound development momentum.
As more households are migrating into the middle-class income brackets, it
is expected that consumer complexity will increase, and fashion will form the
core of identity for an increasing sophisticated and differentiated consumer
base in China. In the comparatively fragmented footwear industry, it is
expected that the well-established players will start to gain larger market

shares, while smaller brands will be eliminated.

In order to grasp the emerging opportunities, C.banner has entered into
a series of cooperation to increase growth momentum. The Group is
determined to fully leverage both its retail expertise in China and long-term
cooperation with business partners to ensure profitability. The acquisition
of Hamleys was a key move in the Company’s strategy — the addition of
Hamleys has added synergy to its existing business and has equipped the
Group with a variety of diversified innovative products and services, thereby
enhancing its brand image and exposure. Looking ahead, C.banner will
expand Hamleys’ business rapidly in China’s high population cities through
the shared service platform. The Group will partner with large domestic
department stores and shopping malls to build Hamleys-themed shopping
malls and replicate the unique in-store experience of Hamleys both on the

local and international fronts.
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Taking in the booming growth of e-commerce, the Group will devote more
time and resource to maximise the potential in its seamless sales system.
The Group will actively cultivate its online presence to boost sales, enhance
brand awareness, as well as to further construct effective offline sales
channels for new products and new brands. It will also utilize new interactive
media platforms to generate profound, instant and accurate insights toward
consumer needs and preferences, so as to promote the brands and provide

personalized consumption experience to consumers.

C.banner will continue to implement various strategies to combat market
adversities, so as to maintain its leading market position in the women’s
footwear industry, while also taking measures and initiatives to maximise
potential of its other business, such as Hamleys toys business, so as to create

the greatest value for shareholders.

INTERIM DIVIDEND

The Directors do not recommend the payment of an interim dividend for the
six months ended 30 June 2018 (30 June 2017: Nil).

MODEL CODE FOR 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 Rules Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”)

as its own code of conduct regarding Directors’ securities transactions.

The Company confirms that, having made specific enquiry of all the
Directors, the Directors have complied with the required standards as set out

in the Model Code throughout the six months ended 30 June 2018.

CORPORATE GOVERNANCE

The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of shareholders and to enhance
corporate value and accountability. The Company has complied with all
applicable code provisions under the Corporate Governance Code (the “CG
Code”) as set out in Appendix 14 to the Listing Rules for the six months
ended 30 June 2018. The Company will continue to review and enhance its

corporate governance practices to ensure compliance with the CG Code.
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INTERESTS AND SHORT POSITIONS OF
THE DIRECTORS AND CHIEF EXECUTIVES
IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 30 June 2018, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”)) (i)
which were required to be notified to the Company and the Hong Kong Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which were taken or deemed to have under such
provisions of the SFO), or (ii) which were required, pursuant to section 352
of the SFO, to be entered into the register maintained by the Company, or (iii)
which were required to be notified to the Company and the Hong Kong Stock

Exchange pursuant to the Model Code were as follows:

General Information
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Approximate

Total number of percentage of

shares/underlying interest in

Name of Director Nature of interest shares held the Company

i kit Al AR 2 W HE i

HR LA 25 P E HH B B 4 4 B&E

Mr. Chen Yixi (Note 1) Interest in a controlled corporation 750,000,000 36.11%
BRZE BB S A (3T 1) ZAENI R A (long position)
(B 5)

Mr. Miao Bingwen (Note 2) Interest in a controlled corporation 80,000,000 3.85%
B (ME2) TN R A (long position)
(45 5)

Beneficial owner 20,000,000 0.96%

Ha A A

(long position)
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Total number of

Approximate

percentage of

Company in long position.

Manage Investments Limited (“Sure Manage”) which holds 80,000,000 shares of the

shares/underlying interest in
Name of Director Nature of interest shares held the Company
iEsli 2/ AR 2 v E 4
HRLH i 1 T30 B 473 48 88 WEZIE 2 e
Mr. Huo Li Beneficial owner 979,000 0.05%
EkE - E X DN (long position)
()
Mr. Zhao Wei Beneficial owner 520,000 0.03%
AR A A A (long position)
(#F8)
Notes: B3k
1. Mr. Chen Yixi is the beneficial owner of all the issued share capital of Hongguo 1. B 25 B8 5 4 A Hongguo International Group
International Group Limited (“Hongguo”) which holds 750,000,000 shares of the Limited ((Hongguol) %80 847 kA 2 T 4
Company in long position, among which Hongguo has charged 370,000,000 shares A N > 5% Al FREA A ) 750,000,000 4R
and 350,000,000 shares in favour of Timely Assets Global Limited and Cheer Hope Je 0y > Hp > Hongguo B 43 Al LA Timely Assets
Holdings Limited, respectively. Global Limited 2 Cheer Hope Holdings Limited /%
Z 15 AN3K#11370,000,000 1 13 350,000,000 % B
By o
2. Mr. Miao Bingwen is the beneficial owner of all the issued share capital of Sure 2. BH e B Sure Manage Investments Limited

(['Sure Manage |) &#BE 31T IRAZ B HEA A
B2 TR R 1) 80,000,000 AT LAY ©

G
N & s

a
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Save as disclosed above, as at 30 June 2018, none of the Directors or chief
executive of the Company had any interests or short position in the shares,
underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which would be
required to be notified to the Company and the Hong Kong Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO, or which would be
required, pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or otherwise notified to the Company and the Hong Kong

Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Save as otherwise disclosed in this interim report, no time during the six
months ended 30 June 2018 were rights to acquire benefits by means of
the acquisition of shares in or debentures of the Company granted to any
Directors or their respective spouse or children under 18 years of age, or
were any such rights exercised by them; or was the Company and any of
its subsidiaries a party to any arrangement to enable the Directors, or their
respective spouse or children under 18 years of age, to acquire such rights in

any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES
As at 30 June 2018, to the best knowledge of the Directors, the following

persons (not being a Director or chief executive of the Company) had
interests or short positions in the shares or underlying shares which fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO as recorded in the register required to be kept by the Company
pursuant to section 336 of the SFO:

General Information

—J R

W EScH g # 4k > 201846 H30H > # 3
AR F) EEATEN BARSEAAR A R) SOAE ] HAR
T i 1 (5 3% R AE 55 RO B0 6158 XV ) 2 )
5 ~ AR B0 S A HE % PP A AR R 5 SO
A5 XV FBER 7 S 8 4y A AN & A 7] M F its
W 3T T 2 AR IR BOHR RS o S 3] B )
55 352 AR ZETE Bk A 5% M ST i B T I 2 M i
SR BURPEIEESE IZE TG AN 7
WA T 2 MR SR A o

T R P e A ) HE A

R 7S v i i 48 8 5 4 - IR EIZE 2018 4F 6 1 30 H
7S T A ] R [5G A0 T A e M A A ) e £
S RERE s AG A 45 10 R 42 7 8 e sl A 5
& AR EB BRI 183 T4 » IR IES TR
BHRER 5 SAR LS ) B HATAo B 2 m) RS J AT
fu] 47 S B A I A lOR T 18 T 0 0
AT e b B P [ BRI RE A 2 BRI R T4 o

BB A B oy B A B B A v Y
R SR A

201846 H30 H » HE#HEFTRA » LI AL
(EF AN T FEATBN BBRIM) R4 5 A
BB vh > S AR IR 8 55 RO B G 155 XV
532 B33 2 Ao SCIE ) AR W R I RE AR SR
1o SURYERE J MO0 B 155 336 IR R Bk
AR FIHRBERZ M SCAT B 2 e I A P R 25 sk
FUWE

Approximate

Total number of

percentage of

shares/underlying interest in

Name of shareholder Nature of interest shares held the Company
B kst i A 2 ] Bl i

IR R B 2 2B R M A 48 8% R aNEpi e
Hongguo (Note 1) Beneficial owner 750,000,000 36.11%

Hongguo (Fff5E1)

Han A A

(long position)

()

T BE B PR I AT BR A W
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Total number of

Approximate

percentage of

shares/underlying interest in

Name of shareholder Nature of interest shares held the Company

fii et/ i A 2

s/ HE AR B AR B 4y 42 L FoNEp

Central Huijin Investment Ltd (Note 2) Person having a security interest in shares 380,000,000 18.30%
SR B A REAEA R (E2) RO (BRI (long position)
(hFA)

China Construction Bank Corporation (Note 2) Person having a security interest in shares 380,000,000 18.30%
P RRAT IR A IR A R (HF3E2) HR A RERERN A (long position)
(hFA)

Cheer Hope Holdings Limited (Note 2) Person having a security interest in shares 380,000,000 18.30%
Cheer Hope Holdings Limited (Fff3¥2) IO (BRI (long position)
(hFA)

China Huarong Asset Management Co., Ltd. (Note 3) Interest in a controlled corporation 493,750,000 23.77%
o A TR AT (L3 SR B L (long position)
(hFA)

41,250,000 1.99%
(short position)
(RA)

Timely Assets Global Limited (Note 3) Person having a security interest in shares 370,000,000 17.81%
Timely Assets Global Limited (FffzF3) O HEA TR RER 1 A (long position)
()

Beneficial owner 123,750,000 5.96%
HHEA A (long position)
()

41,250,000 1.99%
(short position)
(RA)

Arch Capital Group Ltd (Note 4) Interest of corporation controlled 127,387,086 6.13%
Arch Capital Group Ltd (FffzF4) YRR (long position)
()

RS A

a
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Approximate

Total number of percentage of

shares/underlying interest in

Name of shareholder Nature of interest shares held the Company

fii et/ i A 2

s/ HE AR B AR B 4y 42 L FoNEp

ADM Galleus Fund II Limited (Notes 4 and 5) Interest of corporation controlled 127,387,086 6.13%
ADM Galleus Fund II Limited (Ff3%4 % 5) SR B (long position)
()

ADM Investment Management Limited (Note 6) Interest of corporation controlled 127,387,086 6.13%
ADM Investment Management Limited (JffiF 6) SR B L (long position)
()

UTAH Retirement Systems (Note 5) Interest of corporation controlled 127,387,086 6.13%
UTAH Retirement Systems (fffiF 5) SR B (long position)
()

Utah State Retirement Investment Fund (Note 5) Interest of corporation controlled 127,387,086 6.13%
Utah State Retirement Investment Fund (Fff7k3) ZHHIEREESR (long position)
()

Eight Dragons Investments Limited (Notes 4 and 5) Person having a security interest in shares 127,387,086 6.13%
Eight Dragons Investments Limited (FffiF 4 & 5) HIRBFEA RERER A (long position)
()

Notes:

Hongguo has charged 370,000,000 shares and 350,000,000 shares in favour of Timely
Assets Global Limited and Cheer Hope Holdings Limited, respectively.

Cheer Hope Holdings Limited has a security interest in 380,000,000 shares of the
Company. Central Huijin Investment Ltd. holds 57.11% shareholding in China
Construction Bank Corporation. China Construction Bank Corporation holds 100%
shareholding in CCB International Group Holdings Limited, which in turn holds
100% shareholding in CCB Financial Holdings Limited. CCB Financial Holdings
Limited holds 100% shareholding in CCB International (Holdings) Limited, which
in turn holds 100% shareholding in CCBI Investments Limited. CCBI Investments
Limited holds 100% shareholding in Cheer Hope Holdings Limited. Therefore, the
above entities are deemed to be interested in 380,000,000 shares of the Company, in

which Cheer Hope Holdings Limited is interested.

Hongguo £ 43 fl A Timely Assets Global Limited
J% Cheer Hope Holdings Limited %52 i A &4
370,000,000 /BB 5 % 350,000,000 BB £53

Cheer Hope Holdings Limited/i* 4<2 #380,000,000
A B ORAERE AR o rh R TG 4 B IR AT
23 B B BT I A R A R 57.11% 1Y
JBOHE o op B R R SRAT IR A PR Rl R AT I
[ 5 P Jl A R W) A B IIRHE » i A ) o 4
PEA PR wl R B AT 4 P TR PR A w2 i
HE o RAT Bl P TR PR A W R A T R B (42218
PR A ERRE > TR SR (PER) A BRA )
$5H CCBI Investments Limited 2 #BHE < CCBI
Investments Limited #§4 Cheer Hope Holdings
Limited 9 2 FBBEHE o I > b 2t 0 88 o0 A it
Cheer Hope Holdings Limited #A45 # i 9 4< /A
380,000,000 /B fie f3 i A HE 4

T BE B PR I AT BR A W

e AL G
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Timely Assets Global Limited has a security interest in 370,000,000 shares of
the Company and is the beneficial owner of 123,750,000 shares of the Company
in long position and 41,250,000 shares of the Company in short position. Timely
Assets Global Limited is a wholly-owned subsidiary of China Huarong International
Holdings Limited. China Huarong International Holdings Limited is owned as
to 88.10% and 11.90% by Huarong Real Estate Co., Ltd. and Huarong Zhiyuan
Investment & Management Co., Ltd. respectively, which are both wholly owned by
China Huarong Asset Management Co., Ltd.. China Huarong Asset Management Co.,
Ltd. is owned as to 63.36% by Ministry of Finance of the People’s Republic of China.
Therefore, the above entities are deemed to be interested in 493,750,000 shares of the
Company in long position and 41,250,000 shares of the Company in short position in
which Timely Assets Global Limited is interested.

Eight Dragons Investments Limited has a security interest in 127,387,086 shares of
the Company. Arch Capital Group Ltd holds 100% shareholding in Arch Reinsurance
Ltd. Arch Reinsurance Ltd holds 43.70% shareholding in ADM Galleus Fund II
Limited, which in turn holds 74.95% shareholding in Eight Dragons Investments
Limited. Therefore, the above entities are deemed to be interested in 127,387,086

shares of the Company, in which Eight Dragons Investments Limited is interested.

Eight Dragons Investments Limited has a security interest in 127,387,086 shares
of the Company. UTAH Retirement Systems holds 100% shareholding in Utah
State Retirement Investment Fund. Utah State Retirement Investment Fund holds
54.90% shareholding in ADM Galleus Fund II Limited, which in turn holds 74.95%
shareholding in Eight Dragons Investments Limited. Therefore, the above entities
are deemed to be interested in 127,387,086 shares of the Company, in which Eight

Dragons Investments Limited is interested.

Eight Dragons Investments Limited has a security interest in 127,387,086 shares of
the Company. According to the notice of disclosure of interests dated 18 January 2018
submitted by ADM Investment Management Limited, it holds 100% shareholding
in ADM Galleus Fund II Limited, which in turn holds 74.95% shareholding in
Eight Dragons Investments Limited. Therefore, the above entities are deemed
to be interested in 127,387,086 shares of the Company, in which Eight Dragons

Investments Limited is interested.

Timely Assets Global Limited i/t 4</A 7 370,000,000
JBe P 0y o R A R s £ % 4 AR 24 W) 123,750,000
& 4F B 0y K41,250,000 % R B I 0 19
#i ¥ A A o Timely Assets Global Limited j&
China Huarong International Holdings Limited
2 % ¥t Iff J&§ 22 7] > China Huarong International
Holdings Limited 43 /ill H Huarong Real Estate Co.,
Ltd. 52 Huarong Zhiyuan Investment & Management
Co., Ltd. ¥4 H 88.10% & 11.90% t s » 1M L3k iy
2 ) A v D A LR A PR A W A
AT o v IR 2 R A R PR B oy A
PR 0 B AT e 63.36% MERiR o [RIE > Lkt
I FIRL 2 A Timely Assets Global Limited #4745
7 1 493,750,000 B AT AT A B 41,250,000 AR
ety b M 27 o

Eight Dragons Investments Limited i 7% 2% ¥l
127,387,086/ B {53 Hh 45 A CR#EHEAT o Arch Capital
Group Ltd ### Arch Reinsurance Ltd 100% I
HE o Arch Reinsurance Ltd - ADM Galleus Fund
IT Limited 43.70% M HE - 1fif ADM Galleus Fund
IT Limited 7 Eight Dragons Investments Limited
74.95% (W REHE o PRI > b3l 20 W AR AE A Eight
Dragons Investments Limited #E A 25 i) 4323 7
127,387,086 e #E A HE 4 -

Eight Dragons Investments Limited i 7% 2%
127,387,086 e fi i o 5 A PR & A 4 - UTAH
Retirement Systems &4 Utah State Retirement
Investment Fund 100% % & #E o Utah State
Retirement Investment Fund 75 ADM Galleus
Fund 1T Limited 54.90% 9 fHE - 1fii ADM Galleus
Fund II Limited ##/4 Eight Dragons Investments
Limited 74.95% [ MHE o UL - Ealt2y vl fF
7 Eight Dragons Investments Limited #6 # £ 1
AR AT 127,387,086 I 4 h A HESR

Eight Dragons Investments Limited i 7% 2%
127,387,086 LI b A1 PRaGi AR - AR ADM
Investment Management Limited 3¢ H % 2018
118 HAYHEZR BEEE @A > HA54 ADM Galleus
Fund II Limited 100% f9/8HE > 1if ADM Galleus
Fund 1T Limited ##4 Eight Dragons Investments
Limited 74.95% [ MHE « UL - B2y vl gl e
1 Eight Dragons Investments Limited # A H i 1
AT 127,387,086 I 4 h A HESR

- /
b 1 * / .f‘ .
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Save as disclosed above, as at 30 June 2018, the Directors were not aware
of any persons (who were not Directors or chief executive of the Company)
who had an interest or short position in the shares or underlying shares of the
Company which would fall to be disclosed under Divisions 2 and 3 of Part
XV of the SFO, or which would be required, pursuant to section 336 of the

SFO, to be entered in the register referred to therein.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

For the six months ended 30 June 2018, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the Company’s listed

securities.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option Scheme”)
on 26 August 2011 which has become effective upon the Company’s listing
on 23 September 2011. Subject to early termination by the Company in
general meeting or by the Board, the Share Option Scheme shall be valid and

effective for a period of 10 years commencing on 26 August 2011.

The purpose of the Share Option Scheme is to attract and retain or otherwise
maintain on-going business relationship with the eligible persons whose
contributions are or will be beneficial to the long-term growth of the Group;
and to motivate the eligible persons to optimize their performance efficiency

for the benefit of the Group.

Pursuant to the Share Option Scheme, the Board may, at its discretion, offer
to grant an option to any employees, executives, officers, directors (including
executive, non-executive and independent non-executive directors) of the
Company or any of its subsidiaries, any advisers, consultants, suppliers,
customers and agents and related entities who, in the sole opinion of the

Board, will contribute or have contributed to the Group.

The subscription price shall be a price determined by the Board in its absolute
discretion, but shall not be less than the highest of (i) the closing price of the
shares on the date of the grant; (ii) the average closing price of the shares for
the five trading days immediately preceding the date of the grant; and (iii) the

nominal value of the shares.
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The acceptance of an offer of the grant of the respective share options must
be made within 30 days from the date of grant with a non-refundable payment
of HK$1.00 from each grantee. An option may be exercised at any time
during a period to be determined by the Board, which shall not in any event
exceed ten years from the date of grant. The Share Option Scheme does
not specify any minimum holding period but the Board has the authority to
determine the minimum period for which a share option in respect of some or
all of the shares forming the subject of the share options must be held before

it can be exercised.

The maximum number of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the Share Option
Scheme must not exceed 30% of the total issued share capital of the Company
from time to time. The total number of shares which may be issued upon
exercise of all options to be granted under the Share Option Scheme shall
not in aggregate exceed 10% of the total number of shares in issue as at the
date of commencement of the listing of the shares on the Hong Kong Stock
Exchange. The Company may seek approval of the Shareholders in general
meeting for refreshing the 10% limit under the Share Option Scheme save
that the total number of shares which may be issued upon exercise of all
options to be granted under the Share Option Scheme under the limit as
refreshed shall not exceed 10% of the total number of shares in issue as at the

date of approval of the limit.

The total number of shares issued and to be issued upon exercise of the
options granted to each participant (including both exercised and outstanding
options) in any 12-month period shall not exceed 1% of the total number of
shares in issue as at the date of grant. Where any further grant of options to a
participant would result in the total number of shares issued and to be issued
upon exercise of all the options granted and to be granted to such person
(including exercised, cancelled and outstanding options) in the 12-month
period up to and including the date of such further grant representing in
aggregate over 1% of the total number of shares in issue, such further grant
must be separately approved by the Shareholders in general meeting with

such participant and his associates abstaining from voting.

=
S0 N /
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Since the effective date of the Share Option Scheme, no share options had
been granted, exercised or cancelled by the Company under the Share Option
Scheme and there was no outstanding share option under the Share Option
Scheme as at 30 June 2018. As at the date of this interim report, the number
of securities of the Company available for issue under the Share Option
Scheme was 200,000,000, representing approximately 9.63% of the issued

share capital of the Company as at the date of this report.

SHARE AWARD SCHEME
On 31 August 2015, the Company adopted a share award scheme (the “Share

Award Scheme”) to recognize the contribution of certain employees of the
Group and to provide them with incentives in order to retain them for the
continual operation and development of the Group and to attract suitable
personnel for further development of the Group. A summary of the Share

Award Scheme is as follows:

(a)  Duration: Subject to any early termination as may be determined by
the Board pursuant to the rules to the Share Award Scheme, the Share
Award Scheme shall be valid and effective for a term of ten (10) years

commencing on 31 August 2015;

(b) Maximum aggregate nominal value of shares to be awarded to a
selected employee: Shall not exceed one (1) percent of the issued share

capital of the Company from time to time; and

(c)  Limit: The Board shall not make any further award of shares which
will result in the nominal value of the shares awarded by the Board
under the Share Award Scheme exceeding ten (10) percent of the

issued share capital of the Company from time to time.

Details of the Share Award Scheme are set out in the Company’s
announcements dated 31 August 2015 and 19 October 2015. During the six
months ended 30 June 2018, no shares has been granted by the Company
(2017: nil) to selected employees.

AUDIT COMMITTEE

The Audit Committee had reviewed together with the management of the
Company and auditor the accounting principles and policies adopted by the
Group and the unaudited interim report for the six months ended 30 June

2018.
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Report on Review of Condensed Consolidated Interim Financial Statements

7 W 5 vl B S 05 e o i B e

TO THE BOARD OF DIRECTORS OF C.BANNER
INTERNATIONAL HOLDINGS LIMITED

INTRODUCTION

We have reviewed the condensed consolidated interim financial statements
of C.banner International Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 34
to 56, which comprise the condensed consolidated statement of financial
position as of 30 June 2018 and the related condensed consolidated statement
of profit or loss and other comprehensive income, condensed consolidated
statement of changes in equity and condensed consolidated statement of cash
flows for the six-month period then ended, and certain explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof and
International Accounting Standard 34 “Interim Financial Reporting” (“IAS
34”) issued by the International Accounting Standards Board. The directors
of the Company are responsible for the preparation and presentation of these
condensed consolidated interim financial statements in accordance with
IAS 34. Our responsibility is to express a conclusion on these condensed
consolidated interim financial statements based on our review, and to report
our conclusion solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume responsibility

towards or accept liability to any other person for the contents of this report.
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Report on Review of Condensed Consolidated Interim Financial Statements

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the Hong
Kong Institute of Certified Public Accountants. A review of these condensed
consolidated interim financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might

be identified in an audit. Accordingly, we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that the condensed consolidated interim financial statements is not

prepared, in all material respects, in accordance with IAS 34.

Grant Thornton Hong Kong Limited
Certified Public Accountants

Level 12

28 Hennessy Road

Wanchai

Hong Kong

30 August 2018

Chan Mei Bo, Mabel
Practising Certificate No.: P03402
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
87 WA 5 1 g M LAt 4 i WA i 5

For the six months ended 30 June 2018
B 20184F6 H 30 HILAMA

Six months ended 30 June

®E6H30HILAMEA
2018 2017
2018 4 20174
NOTES RMB’000 RMB’000
B 3E ARBF AR IFFc
(unaudited) (unaudited)
(R G (CREEFHT)
Revenue e 3 1,449,974 1,415,794
Cost of sales FER (590,812) (507,353)
Gross profit EH 859,162 908,441
Other income and expenses BRI 4
and other gains and losses Fo A g K2 s 18 4 34,471 12,826
Distribution and selling expenses 438 Je 85 BH S (752,667) (739,691)
Administrative and general expenses AT B — B L (102,926) (88,205)
Finance costs AR (43,381) (18,807)
Share of loss of an associate Vel k- /Nl o5 (1,324) (2,468)
Share of loss of joint ventures 3G A TR (1,075) (629)
Gain on disposal of held for sale assets B R A 23,626 -
Profit before income tax I53% 6 T ¥4 A 5 15,886 71,467
Income tax expense A B 52 6 (28,907) (32,703)
(Loss) Profit for the period AN (548 Jas F1) (13,021) 38,764
Other comprehensive (expenses) HoAth 2 (BH3Z) WA »
income net of income tax ks pr i
Items that may be reclassified Ho1% ] F A4 E 18 1
subsequently to profit or loss: ZHH :
Exchange differences on translating WA ER A 2
foreign operations [ifE 5, 25 (1,087) 9,025
Share of reserve of an associate R Aok B o A ) At A - 4,071
Total comprehensive (expense) 1P 2 (BH 32 ) WA Ba
income for the period (14,108) 51,860
(Loss) Profit for the period attributable to T HIE BEAG N (518 ) ¥R
Owners of the Company EN/NEIE7 ZEDN (14,097) 39,055
Non-controlling interests TP A5 1,076 (291)
(13,021) 38,764
Total comprehensive (expenses) income T HN A BN A (B )
for the period attributable to: WA Ja g
Owners of the Company N/NEIE: XN (15,182) 52,238
Non-controlling interests TP RERS 1,074 (378)
(14,108) 51,860
(Loss) Earnings per share T (E18) &)
— Basic (RMB cents) —HAE (NRED) 8 (0.68) 1.88
— Diluted (RMB cents) — 3 (N 8 (0.68) 1.88

C.banner International Holdings Limited

Interim Report 2018




Condensed Consolidated Statement of Financial Position
& B 45 5 A B DL 2

At 30 June 2018
A 20184E6 A 30 H

30 June 31 December
2018 2017
#2018 4 20174
6H30H 12H31H
NOTES RMB’000 RMB’000
(! ARBF AR IEF i
(unaudited) (audited)
(R HFE) (%5
Non-current assets Ik By

Property, plant and equipment LERR TrY L] 9 274,222 270,185
Prepaid lease payments TEATAL 4 12,825 13,019
Other intangible assets HoAth 4 TE 10 844,178 859,122
Goodwill R 11 159,552 162,437
Interest in an associate AT w] A 2 18,962 20,242
Interests in joint ventures NG ZERIHERS 15,399 16,693
Equity investments A E 10,765 10,765
Deferred tax assets RSl A 97,147 86,645
Long-term deposits s 20,131 21,703
1,453,181 1,460,811

Current assets WEE a
Inventories peyiy 766,080 830,131
Trade receivables 2 5 MENSCEE 12 372,705 392,273
Other receivables and prepayments At 1R e 2K TEURD AT K 353,352 175,025
Interests in joint ventures B ZEHE 4R 4,674 5,231
Other financial assets HoAt 4l 13 10,000 10,000
Bank balances and cash SRATHE R B4 296,230 540,059
1,803,041 1,952,719
Assets classified as held for sale IR FHE G E - 546,300

Current liabilities i h= R
Trade payables B 5 HE A 14 203,394 183,263
Other payables A JRE A 395,115 289,675
Income tax liabilities TS B 17,068 25,178
Borrowings 58 15 260,749 1,045,221
Deferred revenue EFIEIT 45 16 47,910 30,563
Obligation under finance leases FlVE AL S IH N AR 4,639 6,444
Provisions B 14,113 17,269
Bank overdrafts HRITE X 15 - 29,001
942,988 1,626,614
Net current assets T VR 860,053 872,405
Total assets less current liabilities A8 R ) £ A 2,313,234 2,333,216

T BE B PR I AT BR A W

e AL G

35



36

Condensed Consolidated Statement of Financial Position

Tl %7 A PSR DL 2R
At 30 June 2018
201846 730 H

30 June 31 December
2018 2017
i 2018 4 20174
6730H 12H31H
NOTES RMB’000 RMB’000
R 3R AREF AR#FIC
(unaudited) (audited)
(R & wl) (5
Non-current liabilities Ik By £ 4%
Deferred tax liabilities IEEBLTE A fE 154,556 159,496
Borrowings IENER 15 72,783 71,876
Obligation under finance leases RS TH N BAT 2,394 3,872
Deferred revenue HEAE Y £5 16 11,630 11,579
241,363 246,823
Net assets R TR 2,071,871 2,086,393
Capital and reserves AR Kk
Share capital A 17 209,097 209,097
Reserves et 1,807,516 1,822,698
Total equity attributable to A2 v A N A AR £
owners of the Company 2,016,613 2,031,795
Non-controlling interests FEFE IO 4 55,258 54,598
2,071,871 2,086,393

C.banner International Holdings Limited Interim Report 2018



Condensed Consolidated Statement of Changes in Equity

For the six months ended 30 June 2018

B 20184F 6 H 30 HIEAMA
Equity attributable to owners of the Company
LT ZIN 11 4
Shares held Foreign
under the PRC currency Non-
Share Share  shareaward  statutory Capital ~ Accumulated ~ translation Sub- controlling
capital ~ premium scheme reserve reserve profits reserve total interests Total
b
b A
filth  hEEE e
Tk RBEE  WEG Bl RARE  RHEH ARG hit BRI it
RMBOOO  RMBYOOO  RMBUOO  RMBUOD  RMBOOO  RMBUGO  RMBOWO  RMBUMD  RMBUAO  RMBUOD
ARETE  ARETT  ARETT  ARETT  ARKTT  AREFT  ARKTT  ARETT  ARETT ARETT
At Jamary 2017 (audited) R0TELA LA (Eg WHT 66 W% 25199 S WL (2405 201649 014 207858
Proft (loss) for the period il (B8) - - - - - 30,055 - 39,055 (291) 38,764
Other comprehensive income BRI (R
(expenses) forthe period - - - - 4m - 9112 13,183 (87 13,09
Total comprehensive RO (730 5
income (expenses) for the period - - - - 40m 39,035 9112 52038 (378) 51,860
At 30 June 2017 (unaudited) TRITEGA 0 H R 209,097 46,042 (49986)  2519% 4071 1030748 (23293) 2068677 876 1127403
At January 2018 (audited) ROBELALA (E%:) 209097 646,042 (49.986) M3 - 991,828 (37541 2031195 58 2086393
(Loss) Profit forthe priod 17 (B8 Al - - - - - (14097) - (14097) 1076 (13,021)
Other comprehensive expenses BRERZERL
for the period - - - - - - (1,08) (1,089) 0 (1,087)
Total comprehensive (expenses) AT () WAL
income for the period - - - - - (14097 (1,08) (15,182) 1014 (14,108)
Disposil ofa subsidary -G - - - - - - - - I
At30 June 2018 (unaudied) ROIBEGH0A REE w07 42 (0986 235 -l (3862 2016613 558 0780

T BE B B AT R )

e AL G
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Condensed Consolidated Statement of Cash Flows
s EHERER
For the six months ended 30 June 2018
HE 2018 4F 6 H 30 H 1L~ H
Six months ended 30 June
BE6H30HILAMEA
2018 2017
2018 4 20174
RMB’000 RMB’000
ANR¥Fx AR IEF i
(unaudited) (unaudited)
(R G (CREEFHT)
Net cash from operating activities KT ) TS Bl TR R 15,543 20,696
Investing activities: BEIEH)
Placement of pledged bank deposits TE AR RT3 - (84,000)
Disposal of subsidiaries, net of cash disposed A B B 2N ) (BT i B4 1,438 -
Payments for acquisition of property, WEE 2 ~ B BTk
plant and equipment (28,015) (10,290)
Payments for acquisition of intangible assets T AT T AN K (1,473) (1,487)
Investment in other financial assets PG H At 4 Bl (210,000) (50,000)
Proceeds from disposal of property, WY - B K T S
plant and equipment 1,333 794
Interest received B AE 1,038 2,180
Redemption of investment in other I I L Ath 4 Pl 2 P
financial assets 210,000 -
Proceeds received from disposal of held Wi B B e B T T A
for sale assets 569,926 -
Interests income from other financial assets HoAh 4 Rl 7E AR A 745 -
Net cash generated from (used in) from PGB TS (A ) Bl 4w A
investing activities 544,992 (142,803)
Financing activities: & TEE)
Repayment of borrowings TG (944,128) (79,508)
Borrowings raised i ey 171,559 74,518
Repayment of obligation under finance lease R RS B N EAT (3,283) (2,120)
Net cash used in financing activities Rl T ) T R B4 TR (775,852) (7,110)
Net decrease in cash and Bl B S AR I R AR
cash equivalents (215,317) (129,217)
Cash and cash equivalents at 1 January WA AR S R &S EY 511,058 629,299
Effect of foreign exchange rate changes T 3 S ) 2 5 % 489 (2,524)
Cash and cash equivalents at 30 June, 6 H 30 H B4 KB &5 EY
represented by bank balances and cash RISRAT 45 8k S 3 4 296,230 497,558
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Notes to the Condensed Consolidated Interim Financial Statements
15 BH 2555 v B0 B 2% 0 4 Bl

GENERAL AND BASIS OF PREPARATION

C.banner International Holdings Limited (the “Company”) was
incorporated in Bermuda under the Companies Act as an exempted
company with limited liability on 26 April 2002. The Company’s
shares were listed on the Main Board of The Stock Exchange of Hong
Kong Limited on 23 September 2011.

The subsidiaries of the Company (the Company and its subsidiaries
are referred to as the “Group”) established in the People’s Republic of
China (“PRC”) are principally engaged in the manufacture and sale of
branded fashion footwear and its subsidiaries established in the United

Kingdom (“UK?”) are engaged in retail of toys.

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES

The condensed consolidated interim financial statements have been
prepared in accordance with International Accounting Standard
(“IAS”) 34, Interim Financial Reporting issued by the International
Accounting Standards Board (“IASB”) as well as the applicable
disclosure requirements of Appendix 16 to the Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited.

The Group’s condensed consolidated interim financial statements
are presented in Renminbi (“RMB”), the currency of the primary
economic environment in which the principal subsidiaries of the

Company operates (same as the functional currency of the Company).

The condensed consolidated interim financial statements have been
prepared under the historical cost basis, except for certain financial

instruments, which are stated at fair value.

The accounting policies and methods of computation used in the
condensed consolidated interim financial statements for the six months
ended 30 June 2018 are the same as those followed in the preparation
of the Group’s consolidated annual financial statements for the year
ended 31 December 2017, except for the adoption of the new and
revised International Financial Reporting Standards (“IFRSs”) as

disclosed in note 2.1 below.

1.

For the six months ended 30 June 2018
A 20184F6 A 30 H k1 H

— B % A B

T R B A R A (TARA A D) i
20024F4 H 26 H MR 452> Al L B 5
SRS A A TR A BR A R o AR R
20114F9 H 23 HAEF I G 28 5 A B
INFE R LT o

A F (R R B LM 2 m SR 2y T A
el ) e NRSEANEY (A ) ARSE
Z Wi > ) E AR T R R R R R
iR o TR B ([ S 1) Ay 2
A S B A

3G 8 WA % o R

AT W A r T B R AR AR R R P
HElZE g ((HEEFHENZEE])
A 14 R 2 (T B P 2 1 )
5534 HE R B W, > DL R R 5
T BT AT BR > W) i o b i AR BB B+ 7S
ilibEi e £ SR TR

AR A P A B R AR
(MBS D) (A2 ) 2 2 i Je 2 )
W AR 2 B> BA AR Z )
HEECHEARI]) 251 -

A B B 45 v A A S R R 4 R o AR 1
FEMELR R T LA T 51 4 4 Al
THBRAR o
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T %5 o 0 o 5 R T 5
For the six months ended 30 June 2018
B 20184F 6 H 30 H 1731 1

2. STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (CONTINUED)

2.1 Application of new and revised IFRSs

In the current interim period, the Group has applied, for the first
time, certain amendments to IFRSs issued by IASB that are

mandatorily effective for the current interim period:

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with Customers

Amendments to IFRSs Annual Improvements to IFRSs 2014-2016
Cycle

Amendments to IFRS 2 Classification and Measurement of Share-
based Payment Transactions
IFRIC-Interpretation 22 Foreign Currency Transactions and Advance

Consideration

The adoption of these new IFRSs, except for IFRS 9 and IFRS
15, the details of which are explained below, had no material
impact on how the results and financial positions for the current

and prior periods have been prepared and presented.

The Group has not early adopted the new/revised standards and
interpretations that have been issued but are not yet effective.
The directors of the Company consider that the application of
these new/revised standards and interpretations will have no
material impact on the results and the financial position of the
Group.

IFRS 9 “Financial Instruments”

IFRS 9 replaces IAS 39 “Financial Instruments: Recognition
and Measurement”. It makes major changes to the previous
guidance on the classification and measurement of financial
assets and introduces an ‘expected credit loss’ model for the

impairment of financial assets.

When adopting IFRS 9, the Group has applied transitional
relief and opted not to restate prior periods. Differences arising
from the adoption of IFRS 9 in relation to classification,
measurement, and impairment are recognised in accumulated

losses.

2.

Notes to the Condensed Consolidated Interim Financial Statements
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Notes to the Condensed Consolidated Interim Financial Statements

2. STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (CONTINUED)

2.1

Application of new and revised IFRSs (continued)

IFRS 9 “Financial Instruments” (continued)

IFRS 9 also contains new requirements on the application of
hedge accounting. The new requirements look to align hedge
accounting more closely with entities’ risk management
activities by increasing the eligibility of both hedged items
and hedging instruments and introducing a more principles-
based approach to assessing hedge effectiveness. The Group
applies the new hedge accounting requirements prospectively
and all hedges qualify for being regarded as continuing hedging

relationships.

The adoption of IFRS 9 has impacted the following areas:

. the classification and measurement of the Group’s
financial assets. Management holds most financial
assets to hold and collect the associated cash flows. The
majority of investments previously classified as held-to-
maturity (“HTM”) investments continue to be accounted
for at amortised cost. However, a number of investments
previously classified as available-for-sale (“AFS”)
investments and some other financial assets are now
measured at fair value through profit or loss as the cash

flows are not solely payments of principal and interest.

. the impairment of financial assets applying the
expected credit loss model. This affects the Group’s
trade receivables and investments in debt-type assets
previously classified as HTM or AFS (unless classified
as at fair value through profit or loss). For contract
assets arising from IFRS 15 and trade receivables,
the Group applies a simplified model of recognising
lifetime expected credit losses as these items do not
have a significant financing component. The Group
established expected credit losses model based on
historical settlement records, past experience and
available forward-looking information. The Group has
concluded that the impact of expected credit losses on
these financial assets are insignificant as at 1 January
2018.

a5 v 0 s S R BT 5
For the six months ended 30 June 2018
B 20184 6 H 30 H 1L 8 H
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Notes to the Condensed Consolidated Interim Financial Statements

BT A AR G v 00 B i M

For the six months ended 30 June 2018
A 2018 4F 6 7 30 H (/31 1

2. STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (CONTINUED)

2.1 Application of new and revised IFRSs (continued)
IFRS 9 “Financial Instruments” (continued)

. the measurement of equity investments at cost
less impairment. All such investments are instead
be measured at fair value with changes in fair
value presented either in profit or loss or in other
comprehensive income. The Group did not elect
to irrevocably designate the Group’s investment in
unlisted equity security of AMTU Inc. at the date of
transition which the Group intends to hold beyond 1
January 2018 at fair value with changes presented in
other comprehensive income. The directors considered
that the carrying value of the unlisted equity security

approximates the fair value at 1 January 2018.

IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 ‘Revenue from Contracts with Customers’ and the
related ‘Clarifications to IFRS 15 Revenue from Contracts
with Customers’ (hereinafter referred to as ‘IFRS 15°) replace
IAS 18 ‘Revenue’, IAS 11 ‘Construction Contracts’, and
several revenue-related Interpretations. The new Standard
has been applied retrospectively without restatement, with
the cumulative effect of initial application recognised as an
adjustment to the opening balance of retained earnings at 1
January 2018. In accordance with the transition guidance, IFRS
15 has only been applied to contracts that are incomplete as at 1

January 2018.

The adoption of IFRS 15 has mainly affected deferred revenue
arising from customer loyalty programme. In addition, deferred
revenue arising from customer loyalty programme and franchise
agreements is accounted for as contact liabilities under IFRS
15, which are disclosed under the term “deferred revenue”. The
directors considered that the adoption of IFRS 15 does not have
significant impact on how the Group recognises its deferred

revenue.

C.banner International Holdings Limited Interim Report 2018
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Notes to the Condensed Consolidated Interim Financial Statements

REVENUE AND SEGMENT
INFORMATION

The Group’s operating segments are based on information prepared
and reported to the chief operating decision maker (the “CODM?”),
the board of directors of the Company, for the purposes of resource
allocation and performance assessment. The Group is organised into
three segments, (1) retail and wholesale of branded fashion footwear
(“Retail and wholesale of shoes”), (2) contract manufacturing of
footwear (“Contract manufacturing of shoes”) and (3) retail of toys.
These segments are the basis on which the Group reports its segment

information.

The following is an analysis of the Group’s revenue and results by

operating segments for the period under review:

A% v 0 s S R BT
For the six months ended 30 June 2018
#2018 4 6 H 30 H 1R/ 8 H

i B4 AR R

A 4L W] 2 A8 4y 0 LA ) 3 A PR
AN FESERFN]) - AAFHEES
U I Bk G R G HRE  DIEE R
B S R BLRTAG TR & A SR By s = A
BB > (1) f LR v i B Rt g ([ 8
TeALas kg ) ~ Q) EE S84 E (&4
HEERE ) K G)BEZE - 2SS
R A 4 1] T ik e 2 0 0 e ) 4

AR ] (o 40 ] e 1 A A3 2
it S ERO AT T

Six months ended 30 June

B®E6H30HILAMEA
2018 2017
2018 4% 2017 4F
RMB’000 RMB’000
ANR¥Fi YN
(unaudited) (unaudited)
(REEF) (REEREFD)
Segment revenue 43 R i
Retail and wholesale of shoes TAE AL IR
— external sales — AR g B 1,066,267 1,103,321
Contract manufacturing of shoes EHIERESR
— external sales — AN G 108,872 55,846
— inter-segment sales — I ER I 8 6,667 17,722
Retail of toys FEDH
— external sales — AN G 274,835 256,627
Segment revenue a1 1,456,641 1,433,516
Eliminations B (6,667) (17,722)
Group revenue HEEH k25 1,449,974 1,415,794
Segment results i E 3
Retail and wholesale of shoes T R B 88,277 180,899
Contract manufacturing of shoes GHRE R (7,681) (8,564)
Retail of toys R = (52,462) (59,032)
28,134 113,303
Gain on disposal of held for sale assets GG EI S 23,626 -
Finance costs s A (43,381) (18,807)
Net foreign exchange gains (losses) B e i i (REsHR) V3 A8 9,906 (19,932)
Share of loss of an associate k- /N oEic| (1,324) (2,468)
Share of loss of joint ventures I3 A T R (1,075) (629)
Profit before income tax 338 iy s A 15,886 71,467
Income tax expense ST A B 5 (28,907) (32,703)
(Loss) Profit for the period W (E18) i A (13,021) 38,764

T BE B PR I AT BR A W

T )RR

43



44

Notes to the Condensed Consolidated Interim Financial Statements

T %55 o 0 o 5 S R B
For the six months ended 30 June 2018
A 20184F 6 H 30 H 1731 1

3.

REVENUE AND SEGMENT
INFORMATION (CONTINUED)

Inter-segment sales are charged at prevailing market prices.

The following is an analysis of the Group’ assets by operating

segments:

W gk B2 43 5 B (48

I i B 5 TS A AT o

AR T 2 5 03 F W o3 19 S A

B

30 June 31 December
2018 2017
20184 2017 4F
6H30H 12H31H
RMB’000 RMB’000
NR¥Fii AR WTI5
(unaudited) (audited)
(R&HED) (B2 wT)
Segment assets igideg
Retail and wholesale of shoes FETAGEEE 3,292,857 3,244,405
Contract manufacturing of shoes GHRIEENE 163,506 437,726
Retail of toys ZELH 1,302,625 1,436,346
Total segment assets R A 4,758,988 5,118,477
Eliminations HHEH (1,638,946) (1,833,758)
Unallocated B 136,181 675,111
Total consolidated assets AR AU 3,256,223 3,959,830
Segment liabilities Vig 5=
Retail and wholesale of shoes TR AR 276,608 341,064
Contract manufacturing of shoes R ERE 316,504 259,049
Retail of toys TEH 666,386 1,780,310
Total segment liabilities Sy A AR 1,259,498 2,380,423
Eliminations FH (507,520) (691,660)
Unallocated RO Hie 432,373 184,674
Total consolidated liabilities A A 1,184,351 1,873,437
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Notes to the Condensed Consolidated Interim Financial Statements

4. OTHER INCOME AND EXPENSES, OTHER 4.

GAINS AND LOSSES

A% v 0 s S R BT
For the six months ended 30 June 2018
A 20184F 6 H 30 H 1731 1

AW B B S~ oAt Wi 4k
s 18

Six months ended 30 June

BE6H30 HILAMA
2018 2017
2018 4% 2017 4F
RMB’000 RMB 000
AREFT ANRHFIC
(unaudited) (unaudited)

(REHEG) (R AR

Other income and expenses
Government grants (note)

Interest income on bank deposits
Interest income on other financial assets
Others

Other gains and losses

Net foreign exchange gains (losses)

Note:

Fefb A B B 32

BUR AR (L)
SATAE A B A

SF At < il 2 S A
Hoft

Ho Al 25 %% s 48
ME ST 4t (iR 1530

The amount mainly represented the subsidies received from the local governments

where the Group entities were located for encouragement of business development

activities in the local areas.

15,478 27,547
2,539 1,679
745 501
5,803 3,031
24,565 32,758
9,906 (19,932)
34,471 12,826

FiF&E -

% G R A RS SR [ B TR R M BURE £ 3
JE S o B S5 8 PG B 2 A 4

THEBBZERARAR  —F—/UEhHRE
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Notes to the Condensed Consolidated Interim Financial Statements

T 455 o 0 o 15 R T 5
For the six months ended 30 June 2018
A 20184F 6 H 30 H 1731 1

5. PROFIT BEFORE INCOME TAX S.

Profit before income tax has been arrived at after charging (crediting)

the following items:

% Bt i ¥z Al

R BL T I A1) CASHTBR (FHA) DUF 458 -

Six months ended 30 June

B®Eo6H30HILAMEA
2018 2017
2018 4 20174
RMB’000 RMB’000
AR T ANRHT 5
(unaudited) (unaudited)
(R HFE) (R& s
Depreciation of property, plant and equipment  #3& ~ B&&% M skt dir g5 21,900 26,848
Amortisation (included in administrative S (FEAATBU — MR BH 20
and general expenses)
— prepaid lease payments — TEAIH 4 192 192
— intangible assets — Y G 9,031 7,712
Total depreciation and amortisation Y gs b 4 6 4 AR 31,123 34,752
Capitalised in inventories fFEEALL 1,767) (2,876)
29,356 31,876
Auditor’s remuneration B 4 1,443 1,071
Cost of inventories recognised as an expense
(including allowance for inventories T ERR 5 2 A A7 B AR
obsolescence) (LG BRES (7 B 1) 590,812 507,353
Employee benefits expense 1 B 48 A A 52 347,959 318,359
6. INCOME TAX EXPENSE 6. FrfaBibdsC
Six months ended 30 June
BE6H30HILAMEA
2018 2017
2018 4 20174
RMB’000 RMB’000
ARBF AR IEF i
(unaudited) (unaudited)
(RHFED) (RE&FEs)
Current tax: RIHABLIH -
PRC Enterprise Income Tax Fh R 4 2E T A5 B 43,101 30,470
Under provision of income tax expense AL AR B TSR B SR 2 -
in prior years:
PRC Enterprise Income Tax Ll e IR EY ) 688 1,292
Deferred tax charge: IRAEBIIE P X
Current period I [H] (11,319) 941
Over provision in prior year AL A I R A (3,563) -
28,907 32,703
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Notes to the Condensed Consolidated Interim Financial Statements

INCOME TAX EXPENSE (CONTINUED)

The Company incorporated in Bermuda is not subject to any income
tax in that jurisdiction during six months ended 30 June 2018 and 30
June 2017.

Best Invent Holdings Limited, a subsidiary of the Company
incorporated in the British Virgin Islands (“BVI”), is not subject to
any income tax in that jurisdiction during the six months ended 30
June 2018 (six months ended 30 June 2017: nil) as it has no assessable

income in the current interim period.

Hamleys Global Holdings Limited (“Hamleys”) incorporated in the
UK is subject to UK profits tax at 19% during the six months ended 30
June 2018 and 30 June 2017.

Subsidiaries of the Company located in PRC are subject to the PRC
Enterprise Income Tax at a rate of 25% (six months ended 30 June

2017: 25%) pursuant to the relevant PRC Enterprise Income Tax laws.

Under the relevant tax law and implementation regulations in the
PRC, withholding income tax is applicable to dividends payable to
investors that are “non-PRC tax resident enterprises”, which do not
have an establishment or place of business in the PRC, or which have
such establishment or place of business but the relevant income is not
effectively connected with the establishment or place of business, to
the extent such dividends have their sources within the PRC. Under
such circumstances, dividends distributed from the PRC subsidiaries
to non-PRC tax resident group entities in Hong Kong shall be subject
to the withholding tax at 5%. Dividend distributed from a PRC
subsidiary to a non-PRC tax resident group entity in BVI shall be
subject to the withholding tax at 10%. As at 30 June 2018, except
for those provided for, no deferred tax has been provided in relation
to withholding income tax for the remaining undistributed profits
of RMB1,038,000,000 (as 31 December 2017: RMB967,292,000)
retained by PRC entities, as the directors of the Company did not
anticipate to distribute such profits from its PRC subsidiaries in the

foreseeable future.

A% v 0 s S R BT
For the six months ended 30 June 2018
#2018 4 6 H 30 H 1R/ 8 H

B 45 B A 52 (48)

AN R E SRS R R
20184E6 H30 H &% 201746 H30 H1E/N
18 28 5 7% w0 L 1 AT AT BT A B
JH o

7% B ff J& 2> B Best Invent Holdings
Limited 7 3 J& i 4 BE By ([ 5% Jad ok oo
5D MG - HR e 2018 4E 6 7 30
H kSR A AR E A A > WA v B
0T TH] T ZEU AN 5% ) 3 R L 1) AT AT T AR Bl
(BA 2017456 430 HIESE A « 48) o

Hamleys Global Holdings Limited
(THamleys]) i 5% B 5 M7 > HBOUR
#£20184F6 H 30 H }201746 H30 H IE
ZSAR H ZE R 19% SN 3 B A5 B o

AR w7 H 1 B RS 2 E AR DR A B
P A 2T AR BRI 25% (B 2017 4 6
H30 A 175 H : 25%) FIBLRELAN B
AL o

R v [0 AH BB 0 BLET A 1) > HEASE T
[ BT o R A 2 | B & 1 i /A
DAY A HR B8 I 19 0T 45 2 BR A AN T840 T
SR > %SF PG v BN i ST
O LT > B B A R S A
SE 55 T {FURE R T 15 B B I BELEL A v [
SF MR B ZE T T B o PRGN
H ] S A D 1) v 3R TR 0 JE B S
J B 4 B A B A S, > AR 5% B
SN TEANBL o v B B 2 m IR AT
Jii B L B 1 IF v BB S R A 2E A 1
B S AY S E % 10% A9 TE 1 T S BLR R
AN - A 20184F6 H 30 H » Bl b B
R 25 AN R ¥E1,038,000,000 G (2017
F12H31H - ARHE967,292,000 78) 1Y
B A 43 B i A VR TE A0 T A5 B 04
Gb > i A AR A S TG R & T
A B AR [ v [ e A D 0 3 A
BRI ARAE A B G TE AR o

THERBZERARAR  —F— FEhdd

47



48

Notes to the Condensed Consolidated Interim Financial Statements

T 455 o 0 o 15 R T 5
For the six months ended 30 June 2018
A 20184F 6 H 30 H 1731 1

7. DIVIDENDS

The directors of the Company do not recommend the payment of an
interim dividend for the six months ended 30 June 2018 and 30 June
2017.

8. (LOSS) EARNINGS PER SHARE

The calculation of basic and diluted (loss) earnings per share

attributable to owners of the Company is based on the following data:

% &

AR ) I A A R 2018 4F 6 H
30 H % 201746 A 30 H 18 A JRAS
WIS, o

I ) 2 A
A% AT B A 0 45 P A % i

(518 ZUFI T AR LU T w1

Six months ended 30 June

#E 6 A 30 HikAMA
2018 2017
2018 4 2017 4F
(unaudited) (unaudited)
(RHED) CREEHET)
(Loss) Earnings (RMB’000) (E1#8) B (AR TFiL)
(Loss) Earnings for the purposes of basic and i fEwHE B AN J 3
diluted (loss) earnings per share ((loss) profit (ltd) BAE (tR) &F)
for the period attributable to owners (A2 FIRESR e A AL
of the Company) WA (s 1R) i F)) (14,097) 39,055
Number of shares (’000) B EH (TR
Number of ordinary shares for the purpose of  FIVEFHA & A K
basic and diluted (loss) earnings per share (548 23R 55 % 5 H 2,077,000 2,077,000
(Loss) Earnings per share (RMB cents) I (FE18) &R (KR
— Basic and diluted — A S (0.68) 1.88

No adjustment for diluted (loss) earnings per share for the periods
ended 30 June 2018 and 30 June 2017 as there is no potential dilutive

shares in issue.

9. MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT

During the current interim period, the Group spent approximately
RMB28,015,000 (six months ended 30 June 2017: RMB14,916,000)
on decoration of new shops and new offices in the PRC and acquisition
of machinery, fixtures and equipment and motor vehicles in order to

expand its manufacturing capabilities and sales network.

A SN 4 SR AT VR A M R A > B R
20184E 6 H 30 H X% 201746 A 30 H 111
M) 4 g RCABRE . (s 98) % o

Yok ~ AR B i 52

A T A ] AR R AN R
28,015,000 7T (. F 20174 6 H 30 A 1-75
A NE#¥14,916,0007C) > R85
ANE A FF 0D B il DA BB S R I
B~ 2B R L SR > DA TR AR
SE Y A FE e ) AR R B B A A o
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10.

11.

Notes to the Condensed Consolidated Interim Financial Statements

OTHER INTANGIBLE ASSETS

At the end of the reporting period, included in other intangible assets is
brand of RMB819,164,000 (at 31 December 2017: RMB823,063,000).

During the current interim period, the Group spent approximately
RMB1,473,000 (six months ended 30 June 2017: RMB2,801,000) on

acquisition of software and trademark.

(iG]

R U AR R M R

For the six months ended 30 June 2018

A 2018476 H 30 H k75 H

10. i 2 9 e

A AR > G H AL S TE &R TS S
A 819,164,000 JC (522017 4F 12 H 31

H @ AR 823,063,000C) °

T A A R ] > A ) A R A T A
e 4 N 1,473,000 7C (B 2 20174E6

A30H 1E75M A AR%2,801,0000C) -

GOODWILL 11. %
RMB’000
AR HTT
Cost AR
At 1 January 2017 (audited) 201741 A1 H (% 166,458
Exchange adjustment [ 5, 4 4 (2,463)
At 31 December 2017 and 1 January 2018 (audited) 2017412 H31 H )%
20184 1 H 1 H (% 7F+H) 163,995
Exchange adjustment [iE 52, 78 B (2,858)
At 30 June 2018 (unaudited) R20184F 6 730 H (REEZ ) 161,137
Impairment AR
At 1 January 2017 (audited) 2017451 H 1 H (28850 -
Impairment loss recognised in the year (note) RN TR IUE R (BEE) (1,558)
At 31 December 2017 and 1 January 2018 (audited)  ji® 2017412 A 31 H &
20184F 1 H 1 H (8351 (1,558)
Exchange adjustment [T 52, 54 (27
At 30 June 2018 (unaudited) 20184 6 H 30 A CREH# ) (1,585)
Carrying Values & T ]
At 31 December 2017 (audited) 20174F 12 A 31 H (58385T) 162,437
At 30 June 2018 (unaudited) H20184F 6 H 30 H (R&EFERD 159,552

Note:

During the year ended 31 December 2017, the Group closed certain toy stores
operated by Hamleys Nordics ApS (“Hamleys Nordics”). The Group had made plans
to close down more stores in the near future. As a result, the goodwill arising from the

acquisition of Hamleys Nordics was accordingly fully impaired in 2017.

ff&E

HAE20174F 12 A 31 HIRAFRE > AL EE AT
Hamleys Nordics ApS ([ Hamleys Nordics J) 845 1)
BLEE o AT 73R AR 22K B £ 5
fli o PRI >l Hamleys Nordics /2 A= 1) P32 (A i

A 2017 474 B B

T BE B PR I AT BR A W

e AL G
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Notes to the Condensed Consolidated Interim Financial Statements

T 455 o 0 o 15 R T 5
For the six months ended 30 June 2018
A 20184F 6 H 30 H 1731 1

12. TRADE RECEIVABLES

The Group allows a credit period of 15 to 60 days for collection of
the trade receivables. Certain trade receivables which are past due are

interest bearing.

The following is an aged analysis of trade receivables, presented based

12. ® % EWkJE
7 AL H A B E SRR T 15 2 60 K

R o 2 T I B 5 BB UGHOR T T
SAKH -

DA 7% B2 5 IR WO JE I S A5 S0 A He Wi 4

on the revenue recognition dates at the end of the reporting period. TERR B 1 250 1% BB A
30 June 31 December
2018 2017
2018 4 2017 4F
6H30H 121731 H
RMB’000 RMB’000
ARETFT AR#TF T
(unaudited) (audited)
(RHED) (B8 =T
0 to 60 days 0F 60K 286,021 319,516
61 to 180 days 61 RZE 180K 54,520 41,598
181 days to one year 181 K& 14F 12,484 10,657
Over one year A 1A 19,680 20,502
372,705 392,273

13. OTHER FINANCIAL ASSETS 3. Hib &g e

30 June 31 December
2018 2017
2018 4 2017 4F
6H30H 12731 H
RMB’000 RMB’000
ARETF T AR#TF T
(unaudited) (audited)
(R (BT
Other financial assets oA 4 & A 10,000 10,000

As at 30 June 2018, other financial assets represent interest rate linked
other financial assets (“OFAs”) placed by the Group to a bank for a
term less than one year, principal sums are denominated in RMB fixed
and guaranteed by the bank. The OFA will be matured in November
2018.

201846 H30 H > HA & @& ETEA
AL A7 RS — [ 4R AT HL B S 48 ) 19 JL
b4 ([ HAh S REE D > R A
DR AR S R FHE
R SRATIE AR o HoAth 45 RlE 2 A2 2018
11 BN .
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Notes to the Condensed Consolidated Interim Financial Statements

A% v 0 s S R BT
For the six months ended 30 June 2018
BE20184F 6 H 30 H 1731 1

14. TRADE PAYABLES 14. 5 AN #KH
The following is an aged analysis of trade payables presented based on DL 2% B8 5 A sk TR ik i R 4 8 o
the invoice date at the end of the reporting period: F 1A 250 A BRI 0 AT

30 June 31 December

2018 2017

2018 4 20174

6730H 12H31H

RMB’000 RMB’000

ANR¥Fi AR BTFIr

(unaudited) (audited)

(CR& ) (B85

0 to 90 days 0% 90K 195,295 166,402
91 to 180 days 91 K& 180K 5,414 16,079
181 days to one year 181 K% 14F 1,903 643
Over one year i1 AR 782 139
203,394 183,263

T RS A RA T B AR 51



Notes to the Condensed Consolidated Interim Financial Statements
T 455 o 0 o 15 R T 5
For the six months ended 30 June 2018
2018 4F 6 1 30 H 1L/~ J
15. BORROWINGS 15. HE
30 June 31 December
2018 2017
2018 4F 2017 4F
6H30H 12731 H
RMB’000 RMB’000
AREFT ARHTF T
(unaudited) (audited)
(REHE) (28w
Bank overdrafts MRATHE - 29,001
Bank loans SRITEK 333,532 463,677
Other borrowings HoA A £ - 653,420
333,532 1,146,098
Unsecured AR - 29,001
Secured bank loans: CARERAT B -
Pledged and guaranteed bank loans EVELH e B AR R T K 333,532 1,117,097
333,532 1,146,098
The carrying amounts of the above borrowings %l & £ 1%l 1 (B ZE H T 51
are repayable* R 2
Within one year 4N 260,749 682,421
Within a period of more than one year A T 38— A E A R 34 T AT
but not exceeding two years FA 9 ] 1A 72,783 -
Within a period of more than two years A 208 T A E RS 2 T AR
but not exceeding five years H ST A - 71,876
333,532 754,297
The carrying amount of bank loans that PRI SR S 45 B SR A
are repayable on demand due to breach P ERAT SR T B (4N v 8
of loan covenants (shown under BAERTR) (M)
current liabilities) (note) - 391,801
333,532 1,146,098
Less: Amounts due within one year W AT IEE SRR — R
shown under current liabilities: FI| K IE
Bank borrowings SRATEK (260,749) (1,045,221)
Bank overdrafts SRATIE L - (29,001)
Amounts shown under non-current liabilities I B B AETE T )R 0 3O0E 72,783 71,876
* The amount due are based on scheduled repayment dates set out in the loan * ) J T e R 4 R R H
agreements. FHE -
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Notes to the Condensed Consolidated Interim Financial Statements

15. BORROWINGS (CONTINUED)

At 30 June 2018, the Group’s bank loans of RMB291,377,000 (at
31 December 2017: RMB463,677,000) carried interest at London
Interbank Offered Rate (“LIBOR”) plus variable rates from 1.4% to
5% per annum (at 31 December 2017: at LIBOR plus variable rate

1.4% to 5% per annum). Interest is reset every three months.

The bank loans of RMB42,155,000 (at 31 December 2017: nil) at 30
June 2018 carry interest rate at 1% per annum for the first six months

and 1.5% per annum afterwards.

At 31 December 2017, the bank overdrafts were unsecured and interest
free. The Group raised other borrowings from CCB International
Asset Management Limited with principal amount of US$100,000,000
(equivalent to approximately RMB653,420,000) which was
guaranteed by Mr. Chen Yixi, the Chairman of the Group.

Note:

During the year ended 31 December 2017, in respect of the bank borrowings with
carrying amount of RMB391,801,000 as at 31 December 2017, the Group breached
certain of the terms of the bank borrowing, which are primarily related to the new
issuance of the other borrowings of the Group. On discovery of the breach, the
directors of the Company informed the lender and commenced a renegotiation
of the terms of the loan with the relevant banker. As at 31 December 2017, those
negotiations had not been concluded. Since the lender has not agreed to waive its
right to demand immediate payment as at the end of the reporting year, the loan has
been classified as a current liability as at 31 December 2017. On 13 February 2018, a
supplementary agreement was signed between the Group and the bank, according to

which, certain bank borrowings were fully repaid during the current interim period.

A% v 0 s S R BT
For the six months ended 30 June 2018
BE20184F 6 H 30 H 1731 1

15. a8 (4)

#20184E6 A30 H » AREMERITERA
X % 291,377,000 C (2017412 H 31 H :
N # 463,677,000 JC ) 4 iy 2] 24847
P8 (M 2w 2E8RATHR S ) I 4277 )
B 1.4% % 5% (20174F12 H31 H © %
i 7] 2E BRATHR SN A A TR B A 2 1.4%
% 5%) 5HE o FUE A=W A EL o

R20184E6 H30 H - ITHE R AR ¥
42,155,000 T (2017 4F 12 H 31 H « %) &
A e A R R 1% w5t B AR 3 A R R
1.5%5HE °

A20174F12H31H > AT 8 X & &
HEAT K fo D o AR A ] Ty 4 4R I PR
FHARA A FEELMEE . A
£5100,000,000 3% JT ( A0 & i £ A R
653,420,000 JC) > FH A< 4E 8] - i B 2C HE
AR o

Wik

HE 2017412 H 31 HIEAEJE » 562017412 H 31
R T i 2 A R 391,801,000 G 1Y SR AT 85 4% 1M
T A M S T RATAE SRR MR H R
AR R B A S S5 B - fE SRR A A
A ) T 3 R N B R SR T R e
HHEATRER o A 20174F 12 A 31 H - 47 BIRER 14
KA E o FR O IRAAFE AT A W] 25
HEDR BN R Z HER > A BIAEHOR 20174F 12 7
3SLHE FAEAME AL - R20184F2)1 13 H »
AR BLGRA T T SIAR S Wk o SR o A T ERATAE
FEEIA A o 0 30 T A R o

THERBZERARAR  —F—/UERHRE
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Notes to the Condensed Consolidated Interim Financial Statements

T 455 o 0 o 15 R T 5
For the six months ended 30 June 2018
A 20184F 6 H 30 H 1731 1

16. DEFERRED REVENUE 16. EHEWPLA
30 June 31 December
2018 2017
2018 4 2017 4F
6H30H 12H31H
RMB’000 RMB’000
ANR¥TFi AR WTIr
(unaudited) (audited)
(R EF) (REAFH
Deferred revenue arising from customer FFEWERREA
loyalty programme (note 1) IEAEYCA (FFE 1) 45,080 30,563
Deferred revenue arising from TR E T RE L
franchise agreements (note 2) PEAIEWCA (P51 2) 14,460 11,579
Deferred revenue AL A 59,540 42,142
Less: deferred revenue under current portion I8 R TE N A IR AE YA (47,910) (30,563)
Deferred revenue under non-current portion FF B ES 03 TE R AR ZE U A 11,630 11,579

Notes:

1. At 30 June 2018 and 31 December 2017, the amount represents deferred

revenue arising in respect of the Group’s customer loyalty programme.

2. At 30 June 2018 and 31 December 2017, the amount arising from franchise
agreements represents non-refundable exclusivity fee received from
franchisees, which guarantees the franchisee the exclusive right to operate
Hamleys stores in certain territories and will be recognised as revenue over

the contract term.

2201846 730 H 2017412 H 31 H »
B SR AL I T R R 3 E A 2
RIEILA ©

201846 130 H % 20174F12 /310 » 4§
FEALE T e PR AR 2 B R A B R
AR R L > REBRFFHREE
B e A A RE A T LSS Hamleys
JESE > ELRET A 40 1 e R B i g
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18.

Notes to the Condensed Consolidated Interim Financial Statements

BT A ARG v 0 B s i M o

For the six months ended 30 June 2018

BE20184F 6 H 30 H 1731 1
SHARE CAPITAL 17. A
Number
of shares Amount
JB 3 ¥ H &#
USD 000
T+
Ordinary shares of USD0.015 each I HME 0.015 €T 2 @k B H
Authorised: YiRE ¢
At 1 January 2017, 30 June 2017, HR20174E1 A1 H ~ 20174
31 December 2017 and 30 June 2018 6H30H ~20174F 12 H31H
} 201846 H30H 20,000,000,000 300,000
Issued and fully paid: TR -
At 1 January 2017 and 30 June 2017, 201741 A1 H K 20174
31 December 2017 and 30 June 2018 6H30H ~2017% 12 H31H
201846 H30H 2,077,000,000 31,155
Shown in the consolidated statement &R I EBOIR LR IR
of financial position
At 1 January 2017, 30 June 2017, R20174E1 A 1 H ~ 20174F
31 December 2017 and 30 June 2018 6H30H ~20174F12 A31H
12201846 H30 H 209,097

PLEDGE OF ASSETS

At 30 June 2018, the Company’s equity interest in the subsidiaries,
Mayflower (Nanjing) Enterprise Limited, Dongguan Mayflower
Footwear Corporation Limited, Nanjing Soft Garment & Footwear
Co., Ltd, Xuzhou C.banner Shoes Limited, Hamleys Global Holdings
Limited, Hamleys Toys (China) Co., Ltd and Hamleys Toys (Nanjing)
Co., Ltd have been pledged to secure the bank borrowings of the
Group.

18. B{HME &

201846 7 30 H > AL w] A Bt & 24 W
FIEAERE (B0 AIRA A - REERE
HERESEA MR T - w U AR e A 2
ARRATE - RN T A RAF
Hamleys Global Holdings Limited * "1}
i BLE (B ) A BRA ) B i A i B
B () A FR A TR JROHE E I 2 A
M BATH EBELR o

THERBZERARAR  —F—/UERHRE
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Notes to the Condensed Consolidated Interim Financial Statements

T 556 o 0 o 5 S R B
For the six months ended 30 June 2018
B 20184F 6 H 30 H 1731 1

19. RELATED PARTY TRANSACTIONS

During the period, the Group had the following significant

transactions with related parties:

a) Transactions

19. B2 5

W A% SR T SELBR G O B9 K RS o

o

a) R

Six months ended 30 June

WE6H30HILAMEA
Relationship with related parties Nature of transactions 2018 2017
S [ Y 75 B £ 2 5 TH 2018 4F 2017 4F
RMB’000 RMB 000
AR T AR
(unaudited) (unaudited)
(R F L) (R&E )
An associate Purchase of goods
— [HBhE A W HiE R 7,691 5,810
A joint venture Service charge
—H&EAR¥E s # 1 2,844 -
A related company, in which certain Rental expense
directors of the Company have T4 B
controlling interest
—MEB AR - AR FEETHEE
A HG P A 42 B i 560 560

b) Compensation of key management personnel

The remuneration of directors of the Company and other

members of key management during the period were as follows:

b)  EEEHA BB

WA 2N R AN A T A A

N BT

Six months ended 30 June

BE6H30HILAMA
2018 2017
20184F 20174
RMB’000 RMB’000
ANR¥Fii AR IEFFo
(unaudited) (unaudited)
(RE&ET) (CREEFH )
Salaries and other benefits TN L Ath A8 2,951 2,526
Contributions to retirement benefits scheme #E A48 F] 51 # 4E 2k 37 26
2,988 2,552
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