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China Sports International Limited
and its subsidiaries

Statement by directors
Financial period ended 30 September 2015

In the opinion of the directors, the consolidated financial statements of the Group and the statement of
financial position of the Company are drawn up so as to give a true and fair view of the state of affaits of the
Group and the Company as at 30 September 2015 and of the results, changes in equity and cash flows of the
Group for the financial period then ended; and at the date of this statement, there ate teasonable grounds to

believe that the Company will be able to pay its debts as and when they fall due.

On behalf of the Ditectors

Dated: 16 March 2016
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Independent auditor’s report to the members of
China Sports International Limited

RT LLP
Chartered Accountants

1 Raffles Place
#17-02 One Raffles Place
Singapore 048616

Telephone  :+65 6226 0080
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Repott on the consolidated financial statements

We were engaged to audit the accompanying financial statements of China Sports
International Limited (“the Company”) and its subsidiaries (“the Group”) which comprise
the statements of financial position of the Group and the Company as at 30 September 2015,
the consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows of the Group for the financial period then
ended, and a summary of significant accounting policies and other explanatoty information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation of consolidated financial statements that give
a true and fair view in accordance with International Financial Reporting Standards, and for
devising and maintaining a system of internal accounting controls sufficient to provide a
reasonable assurance that assets are safeguarded against loss from unauthorised use or
disposition; and transactions are properly authorised and that they are recorded as necessary
to permit the preparation of true and fair of financial statements and to maintain
accountability of assets.

Auditor’s responsibility

Our responsibility is to exptess an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Singapore Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of financial statements that give
a true and fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the approptiateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
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Independent auditor’s report to the members of
China Sports International Limited (Cont’d)

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

Opinion

In our opinion, the consolidated financial statements of the Group and the statement of
financial position of the Company ate properly drawn up in accordance with the International
Financial Reporting Standards so as to give a true and fair view of the financial position of the
Group and of the Company as at 30 September 2015, and the financial performance, changes in
equity and cash flows of the Group for the financial period ended on that date.

Emphasis of Matter

We draw attention to Note 2(a) to the financial statements which states that the Group has
recorded a loss before taxation of approximately RMB 560,321,000 for the financial period ended
30 September 2015 and recorded a net operating cash outflow of approximately RMB
374,915,000.

The above conditions indicate the existence of a material uncertainty which may cast significant
doubt on the ability of the Group and the Company to continue as going concerns and to realise
their assets and discharge their liabilities in the ordinary course of business. Nevertheless, the
directors of the Company believe that the use of going concern assumption in the preparation
and presentation of the financial statements for the financial period ended 30 September 2015 is
appropriate after taking into consideration the factor that the Group continues to implement
measures to tighten cost controls over vatious operating expenses in order to imptove
profitability and generate positive cash flows from operations. In this regard, Management has
provide cash flow projections of the Group’s future opetations including information such as the
current and expected profitability, debt repayment schedules, potential sources of replacement
financing and future business plans etc. which shows the Group will have adequate working
capital for its operation and will be able to meet its obligations as and when they fall due and
considered as sufficient evidence regarding the appropriateness of using going concern
assumption in the preparation of the financial statements for the financial period ended 30
September 2015.

If the Group and the Company are unable to continue in operational existence for the
foreseeable future, the Group and the Company may be unable to discharge their liabilities in the
normal course of business and adjustments may have to be made to the financial statements to
reflect the situation that assets may need to realised other than in the normal course of business
and at amounts which could differ from the amounts at which they are currently recorded in the
statement of financial position. In addition, the Group and the Company may have to provide
for further liabilities which may arise, and to reclassify non-cutrent assets as current assets. No
such adjustments have been made to these financial statements. Our opinion is not qualified in
respect of this matter.
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China Sports International Limited

and its subsidiaries

Statements of financial position

As at 30 September 2015
The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
Note RMB’000 RMB'000 RMB’000 RMB’000
ASSETS
Non-Current Assets
Land use rights 4 - 15,550 15,822
Intangible assets and rights 5 - - 820 1,248
Property, plant and equipment 6 1 13 105,718 113,749
Subsidiaries 7 459,986 459,986 - -
Deferred tax asset 8 - - 44,244 44 244
459,987 459,999 166,332 175,063
Current Assets
Inventories, at cost 9 - - 15,573 26,111
Trade and other receivables 10 9 10 215,230 550,595
Amount due from subsidiaries 11 90,047 90,018 - B
Pledged fixed deposits 12 - - 35,163 45875
Cash and bank balances 13 16 19 157,723 532,506
90,072 90,047 423,689 1,155,087
Total assets 550,059 550,046 590,021 1,330,150
EQUITY AND LIABILITIES
Capital and Reserves
Share capital 14 36,570 36,570 36,570 36,570
Treasury shares 15 (226) (226) (226) (226)
Reserves 16 481,073 483,721 435,697 996,191
Total equity 517,417 520,065 472,041 1,032,535
Non-Current Liabilities
Deferred tax liability 8 . - 7,377 7,377
Current Liabilities
Trade and bills payables 17 - - 17,664 147,534
Accrued liabilities and other
payables 18 8,967 7,127 70,439 68,004
Amount due to subsidiaries 11 23,675 22,854 - -
Bank borrowings 19 - - 22,500 74,700
32,642 29,981 110,603 290,238
Total equity and liabilities 550,059 550,046 590,021 1,330,150

The annexed notes form an integral part of and should be read in conjunction with these financial statements.



China Sports International Limited
and its subsidiaries

Consolidated statement of comprehensive income
For the financial period ended 30 September 2015

30 September 2015 30 September 2014
Note RMB’000 RMB'000
(Unaudited)
Revenue 3 191,160 614,511
Cost of sales (156,040) (493,903)
Gross profit 35,120 120,608
Other income 3 675 2,947
Selling and distribution costs 20 (87,969) (33,194)
Administrative expenses (502,765) (17,066)
Finance costs 21 (5,382) (5,838)
(Loss)/Profit before taxation 22 (560,321) 67,457
Taxation 23 - (17,625)
Total (loss)/profit for the year (560,321) 49,932
Other comprehensive income
Items that may be reclassified subsequently
to profit or loss
(Loss)/Gain in currency translation differences 24 (173) (216)
Other comprehensive income for the (173) (216)
year, net of tax
Total comprehensive income/ (loss) for the year (560,494) 49,716
Earnings/(Loss) per share (RMB cents) 25
- Basic and diluted (58.29) 5.19

The annexed notes form an integral part of and should be read in conjunction with these financial statements.
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China Sports International Limited
and its subsidiaries

Consolidated statement of cash flows
For the financial period ended 30 September 2015

30 September 2015

30 September 2014

RMB'000 RMB'000
(Unaudited)
Cash Flows from Operating Activities
(Loss)/ Profit before taxation (560,321) 67,457
Adjustments for:
Depreciation of property, plant and equipment 8,031 9,011
Amortisation of land use rights 272 273
Amortisation of intangible assets and rights 428 428
Impairment loss of frade receivables 480,585 -
Unrealised exchange differences (306) (362)
Interest expense 5,332 5,838
Interest income (490) (2,621)
Operating (loss)/ profit before working capital changes (66,469) 80,024
Change in operating assets and liabilities:
- inventories 10,538 997
- trade and other receivables (145,219) (29,954)
- trade payables and bill payables (129,870) 11,311
- other payables (91) (11,467)
Cash (used in)/ generated from operations (331,111) 50,911
Interest received 490 2,621
Interest paid (5,332) (5,838)
Net cash (used in)/ generated from operating activities (335,953) 47,694
Cash Flows from Investing Activities
Refunds from investments - 43,713
Acquisition of intangible assets and rights = -
Acquisition of property, plant and equipment - (132)
Net cash generated from investing activities - 43,581
Cash Flows from Financing Activities
Decrease / (Increase) in fixed deposit pledged 10,712 (34,870)
Increase in amount owing to director 2,526 173
Proceeds from bank borrowings 22,500 101,400
Repayment of bank borrowings (74,700) (102,600)
Net cash used in financing activities (38,962) (35,897)
Net (decrease)/ increase in cash and cash equivalents (374,915) 55,378
Cash and cash equivalents at beginning of year 532,506 694,301
Effect of exchange rates fluctuation 132 152
Cash and cash equivalenis at end of period 157,723 749,831

The annexed notes form an integral part of and should be read in conjunction with these financial statements.



China Sports International Limited 8
and its subsidiaries

Notes to the consolidated financial statements
For the financial period ended 30 September 2015

1 General information

The financial statements of the Company and of the Group for the financial period ended 30 September
2015 were authorised for issue in accordance with a resolution of the directors on the date of the Statement
By Ditectors.

The Company is incorporated in Bermuda undet the name of China Sports International Limited on 27
March 2007 as an exempted company with limited liability under the Bermuda Companies Act 1981. The
Company was admitted to the Official List of the Singapore Exchange Mainboard (“SGX-ST”) on 18 July
2007 pursuant to an Initia] Public Offering (“IPO”).

The Company is domiciled in Bermuda. The registered office is located at Clarendon House, 2 Chutch
Street, Hamilton HM11, Bermuda.

The principal activity of the Company is that of an investment holding. The principal activities of the
subsidiaties are stated in Note 7.

2(a) Basis of preparation

The financial statements are ptrepared in accordance with International Financial Reporting Standards
(“IFRS”) including related Interpretations promulgated by the IFRS Interpretation Committee (“IFRIC”)
applicable to companies repotting under IFRS. The financial statements have been prepared under the
historical cost convention, except as disclosed in the accounting policies below.

The financial statements are presented in Renminbi which is the Company’s functional currency. All
financial information are presented in Renminbi (to the neatest thousand), unless otherwise stated.

Going concern

The Group has recorded a loss before taxation of approximately RMB 560,321,000 for the financial petiod
ended 30 September 2015 and recorded a net operating cash outflow of approximately RMB 374,915,000.
The financial statements have been prepared on the assumption that the Company and the Group will
continue as going concern as the management believe that the Group continues to implement measures to
tighten cost controls over various operating expenses in order to improve profitability and generate positive
cash flows from operations. In this regard, Management has provide cash flow projections of the Group’s
future operations including information such as the current and expected profitability, debt repayment
schedules, potential sources of replacement financing and future business plans etc. which shows the Group
will have adequate working capital for its operation and will be able to meet its obligations as and when they
fall due and considered as sufficient evidence regarding the approptiateness of using going concern
assumption in the preparation of the financial statements for the financial period ended 30 September 2015.



China Sports International Limited 9
and its subsidiaries

2(a) Basis of preparation (Cont’d)

Going concern (Cont’d)

If the Group and the Company are unable to continue in operational existence for the foreseeable future, the
Group and the Company may be unable to discharge their Liabilities in the normal course of business and
adjustments may have to be made to the financial statements to reflect the situation that assets may need to
realised other than in the notmal course of business and at amounts which could differ from the amounts at
which they are currently recorded in the statement of financial position. In addition, the Group and the
Company may have to provide for further liabilities which may arise, and to reclassify non-current assets as
current assets. No such adjustments have been made to these financial statements.

Significant accounting estimates and judgements

The preparation of the financial statements in conformity with IFRS requires the use of judgements,
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the end of the reporting petiod and the reported amounts of revenue and
expenses during the financial year. Although these estimates are based on management’s best knowledge of
cutrent events and actions, actual results may differ from those estimates.

The critical accounting estimates and assumptions used and areas involving a high degtee of judgement are
desctibed below:

Critical assumptions used and accounting estimates in applying accounting policies

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line basis over their estimated useful lives.
Management estimates the useful lives of property, plant and equipment to be within 2 to 20 years. The
carrying amounts of the Company’s and the Group’s property, plant and equipment as at 30 September 2015
are RMB 963 and RMB 105,718,000 (2014- RMB 13,000 and RMB 113,749,000) respectively. Changes in the
expected level of usage and technological developments could impact the economic useful lives and the
residual values of these assets, therefore future depreciation charges could be revised.
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2(a) Basis of preparation (Cont’d)

Critical assumption used and accounting estimates in applying accounting policies (cont’d)

Allowance for inventory obsolescence

The Group reviews the aging analysis of inventories at each reporting date, and makes provision for obsolete
and slow moving inventory items that are no longer suitable for sale. The carrying amounts of the
Company’s and the Group’s inventory as at 30 September 2015 are RMB Nil and RMB 15,573,000 (2014 -
RMB Nil and RMB 26,111,000) respectively. The net realisable value for such inventories are estimated
based primarily on the latest invoice prices and cutrent market conditions. Possible changes in these
estimates could result in revisions to the valuation of inventories.

Allowance for bad and doubtful debts

Allowances for bad and doubtful debts are based on an assessment of the recoverability of trade and other
receivables. Allowances are applied to trade and other receivables whete events or changes in circumstances
indicate that the balances may not be collectible. The carrying amounts of the Company’s and the Group’s
trade and other receivable as at 30 September 2015 are RMB 9,732 and RMB 215,230,000 (2014 - RMB
10,000 and RMB 550,595,000) respectively. The identification of bad and doubtful debts requires the use of
judgement and estimates. Where the expected outcome is different from the original estimate, such
difference will impact the carrying value of trade and other receivables and doubtful debt expenses in the
petiod in which such estimate has been changed.

Impairment of investment in subsidiary

Determining whether investment in subsidiary is impaired requires an estimation of the value-in-use of that
investment. The value-in-use calculation requires the Group to estimate the future cash flows expected from
the cash-generating units and an appropriate discount rate in order to calculate the present value of the
future cash flows. Management has evaluated the recoverability of the investment based on such estimates.
As at year ended 30 September 2015, cost of investment in subsidiaries amounting to RMB 459,986,000
(2014 - RMB 459,986,000).

Income taxes

The Group has exposure to income taxes in the People’s Republic of China (PRC). Significant judgement is
involved in determining the group-wide provision for income taxes. There are certain transactions and
computations for which the ultimate tax determination is uncertain during the ordinaty course of business.

According to the Corporate Income Tax Law and its Implementation Rules, withholding tax is imposed on
dividends declared in respect of profit earned by PRC subsidiaties from 1 January 2008 onward. For the
Group, the applicable rate for the withholding tax rate is 10%.

The Group recognises liabilities for expected tax issues based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the amounts that were initially
recognised, such differences will impact the income tax and deferred tax provisions in the period in which
such determination is made.

The accounting policies used by the Company and Group have been applied consistently to all periods
presented in these financial statements.
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2(b) Interpretations and amendments to published standards effective in 2015

On 1 January 2015, the Company and the Group adopted the new or amended IFRS and IFRIC
interpretations that are mandatory for application from that date. Changes to the Company’s and
the Group’s accounting policies have been made as required, in accordance with the transitional
provisions in the respective IFRSs and IFRIC interpretations.

The adoption of these new or amended IFRS and IFRIC Interpretations did not result in

substantial changes to the Company’s and the Group’s accounting policies and had no material
effect on the amounts reported for the current or prior financial yeats.

2(c) IFRSs and IFRICs issued but not yet effective
Below are the mandatory new or amended IFRS and IFRIC interpretations that have been published,

and ate relevant for the Company’s and the Group’s accounting periods beginning on or after 1
January 2016 and which the Company and the Group have not early adopted:

Effective for the Company’s and the Group’s annual accounting period beginning on 1

January 2016

° Amendments to IAS 1: Disclosure Initiative

° Amendments to IAS 27: Equity Method in Separate Financial Statements
o Various improvements to IFRSs (Annual Improvements 2012-2014)

o Amendments to IFRS 7 Financial Instruments: Disclosures
o Amendments to IAS 19 Employee Benefits

o Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation
and Amortisation

Effective for the Company’s and Group’s annual accounting petiod beginning on 1 January

2018
o IFRS 9 (2014) Financial Instruments
° IFRS 15 Revenue from Contracts with Customers

The ditectors do not anticipate that the adoption of the above new or amended IFRS in future
petiods will have a material impact on the financial statements of the Group and Company in the
petiod of their initial adoption except for IFRS 15 and IFRS 9 (2014). Management is currently
evaluating the potential impact of the application of IFRS 15 and IFRS 9 (2014) on the financial
statements of the Group and of the Company in the period of their initial application.
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2(d) Summary of significant accounting policies

Consolidation
The financial statements of the Group include the financial statements of the Company and its subsidiaries
made up to the end of the financial period. Information on its subsidiaries is given in Note 7.

The Group applies the acquisition method to account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred
and the equity interests issued by the Group. The consideration transferred includes the fair value of any
asset or liability resulting from a contingent consideration atrangement. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date. The Group recognizes any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis, either at fair value or at the non-controlling interest’s proportionate share of
the recognized amounts of acquiree’s identifiable net assets.

The use of merger accounting principles has resulted in a balance on Group capital and teserves that have
been classified as a merger reserve and included in the Group’s shareholders’ funds. The consolidated
financial statements include the results of the Company and all its subsidiary undertakings made up to the
same accounting date.

Subsidiaties are all entities (including structured entities) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power over the entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group. They are deconsolidated from the
date on that control ceases.

In preparing the consolidated financial statements, transactions, balances and unrealised gains on
transactions between group entities are eliminated. Unrealised losses are also eliminated but are considered
an impairment indicator of assets transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

Please refer to the paragraph “Subsidiaries” for the accounting policy on investments in subsidiaries in the
separate financial statements of the Company.

Land use rights

Land use rights represent up-front payment to acquire long-term interests in the usage of land and are stated
at cost less accumulated amortisation and impairment losses, if any. Amortisation is chatged so as to write
off the cost of the land use rights, using the straight-line method, over the period of the grant of 50 years,
which is the lease term.

Intangible assets and rights
Intangible assets and rights are accounted for using the cost model. Capitalised costs are amortised on a
straight-line basis over their estimated useful lives for those considered as finite useful lives as follows:

Patents 10 years
Computer software 5 years
Licensing rights 4 years

After initial recognition, they are carried at cost less accumulated amortisation and accumulated impairment
losses, if any. In addition, they are subject to annual impairment testing. Indefinite life intangibles are not
amortised but are subject to annual impairment testing.

Intangible assets and rights are written off where, in the opinion of the directors, no further future economic
benefits ate expected to arise.
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2(d) Summary of significant accounting policies

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses, if any.

Depreciation is computed using the straight-line method to write off the cost of these assets after deducting
the residual values over their estimated useful lives as follows:

Buildings 20 years
Plant and machinery 5 to 10 years
Furniture, fixtures and office equipment 3 to 20 years
Motor vehicles 5 years
Outlet fixtures 2 years

No depreciation is provided on construction work-in-proggess.

The cost of property, plant and equipment includes expenditure that is directly attributable to the acquisition
of the items. Dismantlement, removal ot restoration costs are included as patt of the cost of propetty, plant
and equipment if the obligation for dismantlement, removal or restoration is incurred as a consequence of
acquiring or using the asset.

Subsequent expenditure relating to propetty, plant and equipment is added to the carrying amount of the
asset when it is probable that future economic benefits, in excess of the standard of performance of the asset
before the expenditute was made, will flow to the Group and the cost can be reliably measured. Other
subsequent expenditure is recognised as an expense during the financial period in which it is incurred.

For acquisition and disposal during the petiod, with the exception of outlet fixtures, depreciation 1s provided
from the month of acquisition and to the month before disposal respectively. In the case of outlet fixtures,
depreciation is provided from the year of acquisition and to the year of disposal. Fully depreciated property,
plant and equipment are retained in the books of accounts until they ate no longer in use.

Depreciation methods, useful lives and residual values are reviewed, and adjusted as appropriate, at each
reporting date as a change in estimates.

Subsidiaties

In the Company’s separate financial statements, shares in subsidiaries are stated at cost less allowance for
any impairment losses on an individual subsidiary basis.

Inventories

Inventories are carried at the lower of cost and net realisable value. Cost is determined on weighted average
cost model, and include all costs in bringing the inventories to their present location and condition. Cost
incurred in bringing each product to its present location and conditions are accounted as follows:

(a) Raw materials at purchase cost on a weighted average basis; and

(b)  Finished goods and work-in-progress at cost of direct materials and labour and a proportion of
manufacturing overheads based on normal operating capacity.

Provision is made for obsolete, slow-moving and defective inventories in arriving at the net realisable value.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs
necessary to make the sale.
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2(d) Summary of significant accounting policies (Cont’d)

Financial assets

Financial assets, other than hedging instruments, can be divided into the following categories: financial assets
at fair value through profit or loss, held-to-maturity investments, loans and receivables and available-for-sale
financial assets. Financial assets are assigned to the different categories by management on initial recognition,
depending on the purpose for which the assets were acquired. The designation of financial assets is re-
evaluated and classification may be changed at the reporting date with the exception that the designation of
financial assets at fair value through profit or loss is not revocable.

All financial assets are recognised on their trade date - the date on which the Company and the Group
commit to purchase or sell the asset. Financial assets are initially recognised at fair value, plus directly
attributable transaction costs except for financial assets at fair value through profit or loss, which are
recognised at fair value.

Detecognition of financial instraments occurs when the rights to receive cash flows from the investments
expire or are transferred and substantially all of the risks and rewards of ownership have been transferred.
An assessment for impairment is undertaken at least at each reporting date whether or not there is objective
evidence that a financial asset or a group of financial assets is impaired.

Non-compounding interest and other cash flows resulting from holding financial assets ate recognised in
profit or loss when received, regardless of how the related catrying amount of financial assets is measured.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise when the Group provides money, goods ot services directly to a
debtor with no intention of trading the receivables. They are included in cutrent assets, except for maturities
greater than 12 months after the end of the reporting period. These are classified as non-cutrent assets.

Loans and receivables include trade and other reccivables and cash and bank balances (excluding advances to
suppliers and prepayments). They are subsequently measured at amortised cost using the effective interest
method, less provision for impairment. If there is objective evidence that the asset has been impaired, the
financial asset is measured at the present value of the estimated future cash flows discounted at the original
effective interest rate. Impairment losses ate reversed in subsequent periods when an increase in the asset’s
recoverable amount can be related objectively to an event occutring after the impairment was recognised,
subject to a restriction that the carrying amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment not been recognised. The impairment
ot write-back is recognised in profit or loss.

Provisions

Provisions are recognised when the Company and the Group have a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. Present obligations arising from onerous contracts are recognised as provisions.

The directors review the provisions annually and where in their opinion, the provision is inadequate or
excessive, due adjustment is made.

If the effect of the time value of money is material, provisions are discounted using a current pretax rate that
reflects, where appropriate, the risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of the time is recognised as finance costs.
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Cash and cash equivalents
Cash and cash equivalents comprise cash balances and bank deposits which atre readily convertible to cash
and which ate subject to an insignificant risk of changes in value.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents are presented net of
fixed deposit pledged to the bank for banking facilities.

Shatre capital and treasury shares
Otrdinary shares are classified as equity. Incremental costs directly attributable to the issuance of new
ordinary shares are deducted against the share capital account.

When any entity within the Group putchases the Company’s ordinary shares (“treasury shares”), the
consideration paid including any directly attributable incremental cost is presented as a component within
equity attributable to the Company’s equity holders, until they are cancelled, sold or reissued.

When treasuty shares are subsequently cancelled, the cost of treasury shares are deducted against the share
capital account if the shares are purchased out of capital of the Company, or against the retained earnings of
the Company if the shares are purchased out of earnings of the Company.

When treasury shares are subsequently sold or reissued pursuant to the employee share option scheme, the
cost of treasury shares is reversed from the treasury share account and the realised gain or loss on sale or
reissue, net of any directly attributable incremental transaction costs and related income tax, is recognised in
the capital reserve of the Company.

Dividends

Final dividends proposed by the directors are not accounted for in shareholders’ equity as an appropriation
of retained profits, until they have been approved by the shareholders in a general meeting. When these
dividends have been approved by the shareholders and declated, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared, because of the bye-laws of the Company grant
the directors the authority to declare interim dividends. Consequently, interim dividends are recognised
directly as a liability when they are proposed and declared.

Financial liabilities
The Group’s financial liabilities include borrowings, trade and bill payables, and accrued liabilities and other
payables.

Financial liabilities are recognised when the Group becomes a patty to the contractual agreements of the
instrument. All interest related charges are recognised as an expense in “finance cost” in profit or loss.
Financial liabilities are derecognised if the Group’s obligations specified in the contract expire or are
discharged or cancelled.

Botrowings are recognised initially at the fair value of proceeds received less attributable transaction costs, if
any. Botrowings are subsequently stated at amortised cost which is the initial fair value less any principal
repayments. Any difference between the proceeds (net of transaction costs) and the redemption value is
taken to profit or loss over the period of the borrowings using the effective interest method. The

interest expense is chargeable on the amortised cost over the period of the borrowings using the effective
interest method.

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the
amortisation process.



China Sports International Limited 16
and its subsidiaries

2(d) Summary of significant accounting policies (Cont’d)

Financial liabilities (Cont’d)

Botrowings which are due to be settled within twelve months after the reporting date are included in current
borrowings in the statement of financial position even though the original terms was for a period longer
than twelve months and an agreement to refinance, or to reschedule payments, on a long-term basis is
completed after the reporting date. Borrowings to be settled within the Group’s notrmal operating cycle are
classified as current. Other borrowings due to be settled more than twelve months after the end of the
reporting period are included in non-current borrowings in the statement of financial position.

Trade and bill payables, other payables and accruals are initially measured at fair value, net of transaction
costs and subsequently measured at amortised cost, using the effective interest rate method.

Research costs

Research costs are expensed as incurred, except for development costs which relates to the design and
testing of new or improved materials, products or processes which are recognised as an asset to the extent
that it is expected that such assets will generate future economic benefits.

Income tax

Cutrent income tax for curtent and ptior periods is recognised at the amount expected to be paid to ot
recovered from tax authorities, using the tax rates and tax laws that have been enacted or substantively
enacted by the end of the reporting period.

The PRC corporate income tax is provided at rates applicable to an enterprise in the PRC on income for
financial reporting purpose, adjusted for income and expenses items which ate not assessable or deductible
for income tax purposes.

Defetred income tax is recognised for all temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements.

A deferred income tax liability is recognised on temporary differences arising on investments in subsidiaries
except where the Group is able to conttol the timing of the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

A deferred income tax asset is recognised to the extent that it is probable that future taxable profit will be
available against which the deductible temporary differences and tax losses can be utilised.

Deferred income tax is measured:

(i)  at the tax rates that are expected to apply when the related deferred income tax asset is realised or the
deferred income tax liability is settled, based on tax rates and tax laws that have been enacted or
substantively enacted by the end of the reporting period; and

(i) based on the tax consequence that will follow from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the carrying amounts of its assets and liabilities.

Current and deferred income taxes are recognised as income or expense in profit ot loss, except to the
extent that the tax arises from a business combination or a transaction which is recognised directly in equity.
Deferred tax arising from a business combination is adjusted against goodwill on acquisition.

Value added tax

The Group’s sales of goods in the PRC are subjected to Value-added tax (“VAT?”) at the applicable tax rate
of 17% for PRC domestic sales. Input VAT on purchases can be deducted from output VAT. The net
amount of VAT tecoverable from, or payable to, the tax authority is included as part of “other receivables”
or “other payables” in the statement of financial position. The Group’s export sales are not subject to VAT.
Revenues, expenses and assets are recognised net of the amount of VAT except:
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Value added tax (Cont’d)

0 Whete the VAT incurred on a purchase of assets or services is not recoverable from the tax authotity,
in which case the VAT is recognised as part of the cost of acquisition of the asset or as part of the
expense item as applicable; and

° Receivables and payables that are stated with the amount of VAT included.

Botrowing cost
Borrowing costs are recognised in profit or loss using the effective interest rate method.

Employee benefits

Retirement benefits scheme

Pursuant to the relevant regulations of the PRC government, the Group participates in a local municipal
government retirement benefits scheme (the “Scheme”), whereby the subsidiaries of the Company in the
PRC are required to contribute a certain percentage of the basic salaries of its employees to the Scheme to
fund their retirement benefits. The local municipal government undertakes to assume the retirement benefits
obligations of all existing and future retited employees of the subsidiaties of the Company. The only
obligation of the Group with respect to the Scheme is to pay the ongoing required contributions under the
Scheme mentioned above. Contributions under the Scheme are charged to profit and loss as incurred.

Thete are no provisions under the Scheme whereby forfeited contributions may be used to reduce future
contributions.

Employee leave entitlements
No provision has been made for employee leave entitlements as any unconsumed annual leave not utilised

will be forfeited.

Key management personnel
Key management personnel are those persons having the authority and responsibility for planning, directing

and controlling the activities of the entity. Directors (and certain general managers) are considered key
management personnel.

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other
patty or exercise significant influence over the other party in making financial and operating decisions.
Parties ate also considered related if they are subject to common control. Related parties may be individuals
or corporate entities.

Impaitment of non-financial assets

The carrying amounts of the Company’s and Group’s non-financial assets subject to impairment are
reviewed at the end of each reporting period to detetmine whether there is any indication of impairment. If
any such indication exists, the asset’s recoverable amount is estimated.

If it is not possible to estimate the recoverable amount of the individual asset, then the recoverable amount
of the cash-generating unit to which the assets belong will be identified.
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Impairment of non-financial assets (Cont’d)

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level. Goodwill is allocated to those cash-generating
units that are expected to benefit from synergies of the related business combination and represent the
lowest level within the Company at which management controls the related cash flows.

Individual assets or cash-generating units that include goodwill and other intangible assets with an indefinite
useful life or those not yet available for use are tested for impairment at least annually. All other individual
assets or cash-generating units are tested for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the carrying amount exceeds the recoverable
amount of the asset or cash generating unit. The recoverable amount is the higher of fair value, reflecting
market conditions less costs of disposal and value-in-use, based on an internal discounted cash flow
evaluation. Impairment losses recognised for cash-generating units, to which goodwill has been allocated, are
credited initially to the carrying amount of goodwill. Any remaining impairment loss is charged pro rata to
the other assets in the cash-generating unit. With the exception of goodwill, all assets are subsequently
reassessed for indications that an impairment loss previously recognised may no longer exist.

Any impairment loss is charged to profit or loss unless it reverses a previous revaluation in which case it is
charged to equity.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount or when there is an indication that the impairment loss recognised for the asset no longer exists or
decreases. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined if no impairment loss had been recognised. Such
reversal is recognised in profit or loss unless the asset is measured at revalued amount, in which case the
reversal is treated as a revaluation increase.

Revenue recognition

Revenue is recognised when the significant risks and rewards of ownership have been transferred to the
buyer. Revenue excludes value added taxes and is atrived at after deduction of trade discounts. No revenue is
recognised if there ate significant uncertainties regarding recovery of the consideration due, associated costs
ot the possible return of goods.

Intetest income is recognised on a time-apportioned basis using the effective interest rate method.

Currency translation

Functional and presentation currency

Items included in the financial statements of each entity in the Group are measured using the cutrency of the
ptimary economic environment in which the entity operates (“functional cutrency”). The consolidated
financial statements are presented in Renminbi (“RMB™), which is the Company’s presentation curtency and
the functional currency of the Company and principal operating subsidiaries of the Group.

Transactions and balances

Transactions in a currency other than the functional currency (“foreign currency”) are translated into the
functional currency using the exchange rates at the dates of the transactions. Currency translation differences
from the settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencies at the closing rates at the reporting date are recognised in profit or loss,
unless they arise from borrowings in foreign currencies, other currency instruments designated and
qualifying as net investment hedges and net investment in foreign operations. Those currency translation
differences are recognised in the currency translation reserve in the consolidated financial statements and
transferred to the profit or loss as part of the gain or loss on disposal of the foreign operation.
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Currency translation (Cont’d)
Non-monetary items measured at fair values in foreign currencies are translated using the exchange rates at
the date when the fair values are determined.

Non-monetaty items that are measured in tetms of historical cost in a foreign currency are translated using
the exchange rates at the date of translation.

Group entities
The results and financial position of all the entities within the Group that have a functional currency

different from the presentation currency are translated into the presentation currency as follows:

()  Assets and liabilities are translated at the closing rate at the end of the reporting period;

(i) Income and expenses are translated at average exchange rates (unless the average is not a teasonable
approximation of the cumulative effect of the rates prevailing on the translation dates, in which case
income and expenses are translated using the exchange rates at the dates of the transaction); and

(i) All resulting currency translation differences are recognised in the cutrency translation reserve in

equity.

Opetating leases

Leases of office and factory premises where substantially all risks and rewards incidental to ownership are
retained by the lessors are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessors) are recognised in profit or loss on a straight-line basis over the period
of the lease.

Contingent rents are recognised as an expense in profit or loss when incutred.

Operating segments

For management purposes, operating segments are organised based on theit products which are
independently managed by the respective segment managers responsible for the performance of the
respective segments under their charge. The segment managers ate directly accountable to the chief
executive officer who regularly reviews the segment results in order to allocate resoutces to the segments
and to assess segment performance.

3 Revenue and other income

Revenue represents the net invoiced value of goods sold, after allowance for returns and trade discounts.

30 September 2015 30 September 2014
The Group RMB’000 RMB’000
Revenue
Sale of goods 191,160 614,511
Other income
Interest income 490 2,621
Government subsidies/rewards - 50
Sundry income 185 276

675 2,947
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The Group RMB'000
Cost

At 1 January 2014 and 31 December 2014 18,173
At 30 September 2015

Accumulated amortisation

At 1 January 2014 1,988
Amortisation for the year 363
At 31 December 2014 2,351
Amortisation for the year 272
At 30 September 2015 2,623
Net book value

At 30 September 2015 15,550
At 31 December 2014 15,822

Land use rights held by the Group with net book value of RMB 2,196,000 (2014 - RMB 2,248,000) as at 30
September 2015 were pledged to a bank to secure bank borrowings granted to the Group (Note 19).
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Furniture,
fixtures
Plant and and office Motor Ouflet

Buildings machinery equipment vehicles fixtures Total
The Group RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
Cost
At 1 January 2014 130,008 41,321 5,254 1,672 141,243 319,498
Additions - 30 102 - - 132
Transfer - - - - (141,243)  (141,243)
At 31 December 2014 130,008 41,351 5,356 1,672 - 178,387
Additions - - - - - -
Disposal - - - - = -
At 30 September 2015 130,008 41,351 5,356 1,672 - 178,387
Accumulated depreciation
At 1 January 2014 24,440 23,720 4,146 1,541 140,299 194,146
Depreciation 6,933 3,618 240 - 944 11,735
Disposal - - - - (141,243)  (141,243)
At 31 December 2014 31,373 27,338 4,386 1,541 - 64,638
Depreciation 5,137 2,714 180 - - 8,031
At 30 September 2015 36,510 30,052 4,566 1,541 - 72,669
Net book value
At 30 September 2015 93,498 11,299 790 131 - 105,718
At 31 December 2014 98,635 14,013 970 131 - 113,749

Building held by the Group at net book value of RMB 30,854,000 (2014 - RMB 32,414,000) as at 30 September 2015

was pledged to a bank to secure bank borrowings granted to the Group (Note 19).
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31 December 2014

The Company RMB’000 RMB'000
Unquoted equity investment, at cost 18,072 18,072
Amounts due from subsidiaries on long-term loan account 441,914 441,914

459,986 459,986

The amounts owing by subsidiaries on long-term loan account are an extension of the Company’s net
investment in the subsidiaries. These are unsecured, interest-free and are not expected to be repaid within
one yeat. As they represent net investments with indeterminable repayments, fair value is not required to be

disclosed.

Amount due from subsidiaries are denominated in the following cutrencies:

30 September 2015

31 December 2014

The Company RMB’000 RMB’000
Renminbi 330,231 330,231
Singapore dollar 111,683 111,683

441,914 441914
The subsidiaries are:

Country of
incorporation/ Effective
principal place Cost of percentage
Name of business investment of equity held Principal activities
30/09/2015  31/12/2014  30/09/2016 31/12/2014
RMB’000 RMB’000 % %
Held by the Company:
Theme Way Limited "’ Hong Kong 18,072 18,072 100 100 Investment holding
Held by Theme Way Limited:
Hengfa (Fujian) Light Industry ~ The People’s - - 100 100 Design, manufactu
Development Co., Ltd Republic of and sale of sports
HRERRIVRERRAF China fashion footwear
(“Hengfa Light Industry”) @
YELI (Hong Kong) Company Hong Kong - - 100 100 Investment holding
Limited (“YELI Hong Kong") "
YELI Sports (China) Co., Ltd The People's - - 100 100 Design and sale of
FHEE (RE) BRAT Republic of sports fashion
(“YELI China”) ¥ China footwear, apparel
and accessories

O No audit requirement in the country of incorporation for dormant company and subject to approval by local tax authority. Reviewed by

RT 1LY for Group reporting purposcs.
@ Audited by 1EINEHEEF RS S1FEE S5 T for statutory reporting in PRC and RT 1.LLP

for Group reporting purposcs.
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8 Deferred tax assets and liabilities

Deferred tax liabilities are offset against deferred tax assets when there is a legally enforceable right to offset
current income tax assets against current income tax liabilities and when the deferred income taxes relate to
the same fiscal authority. The amounts, determined after appropriate offsetting, are shown on the statement
of financial position as follows:

30 September 31 December

2015 2014
The Group RMB’000 RMB’000
Deferred tax assets
Balance at beginning (44,244) (49,245)
(Charged)/ Credited to profit or loss (Note 23) ) 5,001
Balance at end (44,244) (44,244)
Deferred tax liabilities
Balance at beginning and at end 7,377 7,377

Deferred tax liabilities represent withholding tax payable on dividend to be declared by PRC subsidiaries.

According to the Corporate Income Tax Law and its Implementation Rules, withholding tax is imposed on
dividends declared in respect of profit earned by PRC subsidiaties from 1 January 2008 onward. For the
Group, the applicable rate for withholding tax is 10%. In estimating the withholding taxes on dividends
expected to be distributed by the subsidiaries established in PRC in respect of earnings generated from 1
January 2008, the directors have made an assessment based on the factors which included the dividend
policy and the level of capital and working capital required for the Group’s operations in the foreseeable
future. No deferred tax liabilities has been recognized for current year as the PRC subsidiaties does not
intend to declare dividend for the foreseeable future due to loss making in cutrent period.

Deferred income tax assets ate recognized for tax losses cartied forward to the extent that the realization of
the related tax benefits through taxable profit is probable. The related deferred tax benefits of tax losses for
the financial period ended 30 September 2015 of RMB 560,321,000 (2014-RMB 175,567,000) have not been
recognized in the financial statement which subject to approval by PRC Tax authority.

9 Inventories, at cost
30 September 2015 31 December 2014
The Group RMB’000 RMB'000
Raw materials 3,893 7,130
Work-in-progress 5,550 9,520
Finished goods 6,130 9,461
15,573 26,111

Cost of inventories included in cost of sales 126,720 562,166
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10 Trade and other receivables

The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
RMB’000 RMB'000 RMB’000 RMB’000
Trade receivables - third parties-net - s 66,911 429,904
Other receivables - - 1,913 275
Advances to suppliers - = 26,301 37,906
Prepayments 9 10 120,105 82,510
9 10 215,230 550,595

Trade receivables generally have credit terms of 90days (2014 - 90 days).

Trade receivables amounting to RMB Nil (2014-RMB 8,247,151) is pledged to secure bank borrowings
granted to the Group (Note 19).

Advances to suppliers relate to deposit given to suppliers to secure raw materials.

Prepayments telate to the prepaid advertising and e-commerce expenses amounting to RMB 20,100,000
(2014-RMB 27,510,000), prepayment made to an academic researcher to conduct a long term strategic
course for key management and main distributors which included an on-going monitoring program
amounting to RMB 45,000,000 (2014-RMB Nil) and refundable deposit amounting to RMB 55,000,000
(2014-RMB 55,000,000) paid to the Anhui(Province of PRC) government in relation to the proposed
acquisition of land.

All trade receivables are located in the PRC.

The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
RMB’000 RMB'000 RMB’000 RMB'000

Trade receivables - third parties - = 547,496 491,301
Less: - 4
Allowance for impairment of receivables - - (480,585) (61,397)
(Note 23)
Trade receivables-net - - 66,911 429,904

Trade and other receivables ate denominated in Renminbi.

Allowance for impairment of receivables relate to thirty-seven trade receivables which management foresee
cannot be recovered in the next twelve (12) months from the end of the reporting period.

11 Amount due from / (to) subsidiaries

Non-trade amount due from/(to) subsidiaries refer to payments made on behalf and are unsecured, interest-
free and repayable on demand.

Amounts due from subsidiaries are denominated in the following cutrencies:

30 September 2015 31 December 2014
The Company RMB’000 RMB'000
Singapore dollar 25,134 25,105
Renminbi 64,913 64,913

90,047 90,018
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11  Amount due from / (to) subsidiaries (Cont’d)

The amounts due to subsidiaries are denominated in the following currencies:

30 September 2015 31 December 2014

The Company RMB’000 RMB'000
United States dollar 18,084 17,330
Renminbi 5,691 5524
23,675 22,854

12 Pledged fixed deposits

The fixed deposits are pledged to a bank to secure a banking facility granted to subsidiaries (Note 17). The
fixed deposits have an effective interest rate of 3.00% per annum (2014 - 3.00% per annum).

Fixed deposits are denominated in Renminbi.

13 Cash and bank balances

The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
RMB’000 RMB’'000 RMB’000 RMB’000

Fixed deposits with maturity less

than 3 months - -
Cash at bank 1 19 157,704 532,494
Cash on hand 15 - 19 12
16 19 157,723 532,506

The Renminbi is not freely convertible into foreign currencies. Under the PRC Foreign Exchange Control
Regulations and Administration of Settlement, Sales and Payment of Foreign Exchange Regulations, the
Group is permitted to exchange Renminbi for foreign currencies through banks that are authorised to
conduct foreign exchange business.

Cash and bank balances ate denominated in the following cutrencies:

The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
RMB’000 RMB'000 RMB’000 RMB'000
Hong Kong dollar . - 1 129
Renminbi - = 157,706 532,358
Singapore dollar 16 19 16 19
United States dollar - - - -
16 19 157,723 532,506

The effective interest rate for bank deposits is 0.35 % per annum (2014 - 0.35% per annum).
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14 Share capital
&-— No. of ordinary shares > €-rmmmmememmmm- Amount -------m-oeo- >
The Company and The Group 30 September 31 December 30 September 31 December
2015 2014 2015 2014
‘000 '000 RMB’000 RMB’000
Issued and fully paid:
Balance at beginning and end of year 962,125 962,125 36,570 36,570

The otdinary shares have par value of HK$ 0.04 each.

According to Rule 723 of the Listing Manual of the SGX-ST, at least 10% of the Company’s shares should
be held in the hands of public. In the opinion of the directors, the Company has complied with the Rule

723.

Apart from the above, the Group is not subject to any other externally imposed capital requirements.

The holders of ordinary shares (excluding treasury shares) are entitled to receive dividends as declared from
time to time and are entitled to one vote per share at meetings of the Company. All shares (excluding

treasury shares) rank equally with regard to the Company’s residual assets.

15 Treasury shares

&--- No. of ordinary shares --=>

The Company and The Group 30 September 31 December 30 September 31 December
2015 2014 2015 2014
000 ‘000 RMB’000 RMB'000
At beginning and end of vear 587 587 226 226
16 Reserves
The Company The Group

30 September

31 December

30 September

31 December

2015 2014 2015 2014
Note RMB’000 RMB'000 RMB’000 RMB'000
Share premium (a) 560,135 560,135 560,135 560,135
Statutory reserve (b) - - 87,938 87,938
Merger reserve (© - - 801 801
Paid-in capital from (d) 330 330 330 330
exchange differences
Currency translation reserve (e) 3,771 3,829 3,311 3,484
(Accumulated losses) (83,163) (80,573) (216,818) 343,503
/Retained profits
481,073 483,721 435,697 996,191
Represented by:
Distributable (83,163) (80,573) (216,818) 343,503
Non-distributable 564,236 564,294 652,515 652,688
481,073 483,721 435,697 996,191
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Reserves (Cont’d)

Share premium
Shate premium represents the difference between the price paid for shares and the par value of the
shares.

Statutory reserve

In accordance with the accounting regulations of the PRC, the subsidiaries of the Company established
in the PRC are required to transfer 10% of its profit after taxation prepared in accordance with the
accounting regulation in the PRC to the statutory reserve until the reserve balance reaches 50% of the
respective registered capital. Such reserve may be used to reduce any losses incutred or for capitalisation
as paid-up capital. The reserve is not available for distribution to the shareholders of the entity.

Merger reserve

The merger reserve of the Group represents the difference between the nominal value of the shares of
the subsidiaties acquired over the nominal value of the shates of the Company issued in exchange
thereof.

Paid-in capital from exchange differences

Paid-in capital from exchange differences represents the exchange differences between Hong Kong
dollar equivalent to Renminbi as stated in the prospectus of the Group and the prevailing exchange
rates at the dates when the capital was paid in.

Cutrency translation reserve

Cutrency translation reserve arises from the translation of the financial statements of foreign
subsidiaties’ assets and liabilities whose functional currencies are different from the presentation
currency of the Group and the different in carrying value of quasi-equity investment in the Company’s
book for the financial petiod ended 30 September 2015.

17 Trade and bills payables
30 September 2015 31 December 2014
The Group RMB’000 RMB’000
Trade payables 16,222 55,784
Bills payables 1,442 91,750
17,664 147,534

Trade payables generally have credit terms of 30 days (2014 - 30 days).

Bills payables are secured by fixed deposits pledged to a bank (Note 12).
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The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
RMB’000 RMB’000 RMB’000 RMB'000
Accrued liabilities 200 1,899 12,401 10,230
Amount owing to director 7,390 4,195 8,014 5,488
Other payables 1,377 1,033 49,013 48,042
VAT payable - 1,011 4,244
8,967 7,127 70,439 68,004

Amount owing to director and subsidiary’s director are unsecured, interest free and tepayable on demand.

Included in other payables is the royalties fee of RMB 38,239,000 (2014 - RMB 31,689,000} on technology
license contract payable to a related party (parent of the subsidiary’s directors).

Accrued liabilities and other payables are denominated in the following currencies:

The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
RMB’000 RMB'000 RMB’000 RMB'000
Hong Kong dollar 110 510 1,456 1,439
Renminbi 3,511 3,542 63,634 63,491
Singapare dollar 5,346 3,075 5,349 3,074
8,967 7,127 70,439 68,004

19 Bank borrowings

The Company The Group
30 September 31 December 30 September 31 December
2015 2014 2015 2014
RMB’000 RMB'000 RMB’000 RMB'000
Bank borrowings (secured) - - 22,500 74,700
Bank borrowing (unsecured) - - : -
- - 22,500 74,700

Bank borrowings are denominated in RMB, repayable within one yeat, and are secured by:

(i)  Assets of the Group’s subsidiaries and guaranteed by a director

(i) Mortgage of land use right (Note 4) and a factory building (Note 6); and

The outstanding bank borrowings of the Group exposed to interest rate tisk are as follows:

The Company
30 September 31 December
2015 2014
RMB’000 RMB'000

At effective interest rate of 6.691 % per
annum (2014 - 6.694 % per annum)

The Group
30 September 31 December
2015 2014
RMB’000 RMB’000
22,500 74,700

Interest-bearing bank borrowings have a fixed interest rate of the contract period.
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30 September 2014

The Group RMB’000 RMB’000
Salaries and related cost 2,165 2,955
Advertisement 10,810 24,705
Subsidies to distributors 66,500 -
Depreciation of outlet fixtures - 707
Product sales tax supplement 983 3,161
Others 7,511 1,666

87,969 33,194

During the financial period ended 30 September 2015, the Group had provided RMB 66,500,000 to help to
subsidise the distributots in closing theit stores which mainly comprise of restoration fee. This was part of

the Group’s effort to reform its business for the future.

21 Finance costs

30 September 2015

30 September 2014

The Group RMB’000 RMB’'000
Bank Borrowings handling fee 51 -
Interest charges on bank borrowings 5,332 5,838

5,383 5,838

22 (Loss)/Profit before taxation

The Group

(Loss)/Profit before taxation is arrived at
after charging/(crediting):

Amortisation of land use rights

Amortisation of intangible assets and rights
Audit fees paid/payable to

- auditors of the Company

Depreciation of property, plant and equipment
Directors’ fees - directors of the Company
Exchange loss

Minimum lease payments under operating leases
Impairment loss of trade receivables
Research expenses

Staff costs:

Directors' remuneration other than fee
- directors of the Company
- retirement scheme contribution

Key management personnel (other than directors)
- salaries, wages and related costs
- retirement scheme contribution

Other than key management personnel
- salaries, wages and related costs
- retirement scheme contribution

30 September 2015

30 September 2014

RMB’000 RMB’000
272 273

428 428

828 =
8,031 9,011
1,436 1,429
54 275

480 480
480,585 -
3,331 6,820
266 266

49 49

313 315

57 60
29,331 38,875
6,746 10,912
36,762 50,477
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23 Taxation

Reconciliation between tax expense and accounting profit at applicable tax rates is as follows:

30 September 2015 30 September 2014
The Group RMB’000 RMB'000
Current income tax on:
Adjustments in respect of prior years 4 -
Profit arising from operation in the PRC - 17,525
. 17,525
(Loss)/Profit before taxation (560,321) 67,457
Tax at statutory rate of 25% (2014 — 25%) (140,080) 16,864
Tax effect on unutilised tax losses not recognized as 137,046 =
deferred tax assets
Tax effect on non-taxable income - (350)
Tax effect on non-deductible expenses 3,034 1,011
- 17,525

No provision for Singapore tax has been made as the Company did not derive taxable income in Singapore
in the financial year. Wholly foreign-owned enterprises ate subject to the PRC state and local income tax
rates pursuant to the income tax laws of the PRC for foreign investment enterprises and foreign enterprises
(the “Tax Laws”).

The related deferred tax benefits of approximately RMB 137,046,000 (2014-RMB Nil) arising from the
unutilised tax losses have not been recognised in the financial statements in accordance with Note 2 —
Income tax to the financial statements. Deferred tax benefits have not been recognised in respect of the tax
losses due to uncertainty of realisation.

24 Other comprehensive income after tax

Disclosure of tax effects relating to each component of other comprehensive income:

The Group RMB’000 RMB’000 RMB’000
(Loss) / Profit Before tax Tax expenses Net of tax

30 September 2015

Currency translation differences (173) - (173)

30 September 2014

Currency translation differences (216) - {216)

25 (Loss)/ Earnings per share

The Group

The basic and diluted earnings per share are calculated based on the consolidated profits on the weighted
average number of shares in issue of 961,538,000 shares (2014 - 961,538,000 shares) during the financial
year. There is no potential dilution on earnings for the relevant financial years.
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26 Dividends
The Directors did not declare any dividend for the financial period ended 30 September 2015 (2014: Nil).
27 Related party transactions

In addition to the related party information disclosed elsewhere in the financial statements, the following are
significant transactions with related parties on negotiated rates:

30 September 2015 30 September 2014

The Group RMB’000 RMB'000
Royalty fees on Technology License Contract payable to a

related party (parent of the subsidiary’s directors) 38,239 30,113

28 Commitments
Operating leases commitments

The total future minimum lease payments of the Group under non-cancellable operating leases are as
follows:

30 September 2015 31 December 2014

The Group RMB’000 RMB'000
Within one year 960 960
In the second to fifth years 240 -
1200 960

The leases on the Group’s office and hostel, and factory premises on which rentals are payable will expire
on 31 December 2016. The cutrent rent payable is RMB 80,000 per month.

29 Operating segments

For management purposes, the Group is otrganised into two reportable operating segments, which are
footwear as well as apparels and accessoties. There are no operating segments that have been aggregated to
form the above reportable operating segments.

Management monitors the operating results of its opetating segments for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on
operating profit or loss which in certain respects, as set out in the table below, is measured differently from
operating profit or loss in the consolidated financial statements.

Group’s financing and income taxes are managed on a group basis and are not allocated to opetating
segments.

Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions
with third parties, if any.

Insofar as to the analysis of major customers, the Group does not have a single customer whose revenue
reports 10% of the Group’s total revenue.
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29 Operating segments (Cont’d)
The segment information provided to the management for the reportable segments is as follows:
Footwear Apparel and accessories Total
30/09/2015 30/09/2014  30/09/2015 30/09/2014 30/09/2015 30/09/2014
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
Segment Revenue 191,160 573,741 - 40,770 191,160 614,511
Segment Results (464,528) 67,483 3,861 (464,528) 71,344
Interest income 490 2,621
Unallocated other 185 326
income
Unallocated expenses (91,136) (996)
Finance cost (5,332) (5.838)
Operating (loss) / profit (560,321) 67,457
Income tax credit / - (17,525)
_(expenses)
Net (loss) / profit (560,321) 49,932
Other information
Capital expenditures - 123 - 9 . (132)
Depreciation of (8,031) (8,959) - (52) (8,031) (9,011)
property, plant and
Equipment
Amortisation of land (700) (699) - 2) (700) 701
use rights and
Intangibles
Impairment loss on (480,585) - - (480,585) -
- trade receivables
- Interest receivables
Footwear Apparel and accessories Total
30/09/2015 30/12/2014  30/09/2015 30/12/2014 30/09/2015 30/12/2014
RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000
Segment assets 352,891 668,079 - 39,446 352,891 707,525
Segment liabilities (88,103) (200,057) - (15,481) (88,103) (215,538)
30/09/2015 30/12/2014
The Group RMB’000 RMB’000
Reported segment assets are reconciled to total assets as follows:
Segment assets 352,891 707,525
Cash and bank balances 157,723 532,506
Pledged fixed deposits 35,163 45,875
Deferred tax asset 44,244 44,244
Total assets 590,021 1,330,150
Reported segment liabilities are reconciled to total liabilities as follows:
Segment liabilities 88,103 215,538
Bank borrowings 22,500 74,700
Deferred tax liability 7,377 7,377
_Total fiabilities 117,980 297,615

There is no geographical segment information presented as the Group is located and operates
predominantly in the PRC.
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