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FINANCIAL HIGHLIGHTS
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For the six months ended 30 June
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Profit attributable to equity shareholders
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Dear Shareholders,

During the first half of 2012, amid the complicated
and stern global economy, China’s economic
growth inevitably slowed down yet remained stable.
Hengdeli Holdings Limited (hereinafter referred to
as the “Company”) and its subsidiaries (hereinafter
referred to as the “Group”) have attained a stable
business growth through proactively grasping the
market pace and developing their business in a
cautious yet progressive manner, so as to secure
shareholders’ interests.

As at 30 June 2012, the Group recorded sales of
RMB5,749,733,000, representing an increase of
6.3% over the corresponding period last year. Retail
sales amounted to RMB4,339,140,000, representing
an increase of 4.6% over the corresponding
period last year. The Group achieved a net profit
of RMB613,621,000, representing an increase of
22.7% over the corresponding period last year.

During the period under review, the retail network
was under progressive development. In Mainland
China and Taiwan markets, middle-to-high-end
“With Time” and “Prime Time” shops remained
the focus of the Group’s development framework;
the Group explored into potential second, third
and fourth tier cities while securing its business in
first tier cities. Meanwhile, the Group leveraged on
the opportunities brought by economy adjustment
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to enhance the quality of its existing retail outlets
through pragmatic consolidation. As for Hong Kong,
the Group ensured stable sales mainly through
moderate consolidation. With effective expansion
and optimised adjustment, as at 30 June 2012, the
number of its retail outlets increased from 405 at
the end of last year to 428. The growth of the sales
for the first half of the year was affected by the
relatively high benchmark in sales income over the
corresponding period last year and the recession
of the sales of high-end watches since this year.
However, the sales of middle-end watches has
shown a pleasant growth of 24%.

During the period under review, the back-office
support for the Group’s core business was getting
mature and expanded. “Hengdeli Customer
Services” and maintenance business has enjoyed
a more significant brand effect. Moreover, despite
the market recession, the manufacture business of
packaging and display products which support the
Group’s core business has recorded a significant
growth under the sound management system.
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During the period under review, the collaboration
between the Group and its brand suppliers has
deepened to attain new breakthroughs in various
aspects including retail development, customer
services, manufacture of ancillary products and
brand distribution, thus achieving a “win-win” and
laying a solid foundation for the Group’s healthy
long-term development.

Though the global economic situation remains
uncertain, we are still confident about the future
prospect of China’s economy. The PRC government
has been adopting policies to ensure stable
economic growth, and has already adopted
measures, the effect of which has started to
emerge. Under the new economic situation, with
Mainland China as its origin and middle-to-high-
end retail sales as its focus, the Group will operate
in line with market changes so as to develop its
business in the Greater China region in a cautious
yet progressive manner in the second half of the
year. Taking “pragmatic healthy development” as
its principle, the Group will strive to realise steady
and continuous profit growth, and generate more
satisfying returns for its shareholders, investors, staff
and the society.

By Order of the Board
Zhang Yuping

Chairman

Hong Kong, 21 August 2012
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During the first half of 2012, the mixed and challenging
international economy had a significant impact on
the PRC, which witnessed a slower yet still steady
economic growth. Aligning itself with the pace of
market movements, the Group adopted a prudent and
progressive stance to expand its operations, achieving
steady growing business results and effectively
securing shareholders’ interests.

I.  Financial Review
Sales

As at 30 June 2012, the Group recorded sales of
RMB5,749,733,000, representing an increase of
6.3% over the corresponding period last year. Retail
sales amounted to RMB4,339,140,000, representing
an increase of 4.6% over the corresponding period
last year. The retail sales accounted for 75.5% of
the total sales, which was in line with the direction
of the Group’s strategic development.

Thanks to the rapid growth of the middle class in
the second and third tier cities in Mainland China,
dynamic momentum was brought to the growth
of the middle-end and middle-to-high end brands.
With a sales growth of 24% over the corresponding
period last year, middle-range watches delivered
above-average same store sales growth. Meanwhile,
the Group continuously enhanced its operation
management, strived to increase the gross profit
margin of the retail business, as well as adjusted its
brand portfolio, optimised its inventory structure and
improved its service quality promptly and reasonably
in line with the actual market conditions so as to
ensure a steady growth in its principal businesses.
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In general, the growth of the Group’s retail business K E @ EEZTERLIERIRE R
slowed down as compared to the same period E O BEFEREERAR  SEEBELER
last year. This was mainly because the growth of 1E8)&E 7 HE - 5L EIE KRR
the Group’s overall sales was dragged down by BEBNSHETETINTE i
subdued sales of high-end watches in the wake of R 7 &SEEEMEN FTHHE -

the slowdown in China’s economic growth amid the

global economic turmoil.

Sales breakdown: (for the six months ended 30 June)
HEESM (BMERNA=THIEREA)

2012 2011
RMB('000) RMB(000)
ARE(T ) ARE(F) %
Retail Business TEEB
Mainland China R A, 2,824,790 2,596,200 48.0
Hong Kong &8 1,414,761 1,448,813 26.8
Taiwan AE 99,589 . 102,628 1.9
Wholesale Business BT 1,283,898 1,155,848 21.4
Customer Services EPIRS
and Others EEE 126,695 : 103,658 1.9
Total 4t 5,749,733 5,407,147 100
Gross profit and gross profit margin EFREFE

As at 30 June 2012, the Group’s gross ®HE-_Z——FA=+HIF K&
profit increased by 10.3% as compared to B2 EFL A AR 535,637,000
the same period last year to approximately 7t BEFRE EFA10.3%  EFI=X
RMB1,535,637,000. Gross profit margin was  #926.7% * &7 [E £ - F7100bps °
approximately 26.7%, representing an increase of ~E X BEFEER : EEEEEFTTF
100bps over the corresponding period last year. RS TEER @ FEBEEKSD
The increase in gross profit margin was mainly 3o EFIEE RBEAHEE LA 15
attributable to the Group’s ongoing efforts in  $HERENIREUALRTEEE KT
expanding retail business with higher gross profit — EIEFt o

margin, the initiative for lowering the sales to some

clients with low profit margin in the wholesale

business, and the better understanding on the

marketing and sales, as well as the continuous

improvement of the retail management.
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| YOY Growth Rate

§ 22.2% AR EE
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2.3% Taiwan
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During the period under review, the Group’s net [EIEEHIR @ AEEFFNBELH A AR
profit increased by 22.7% as compared to the same  ¥613,621,0007T + & % 4 [7) B 1%
period last year to approximately RMB613,621,000. £22.7% @ HEi8EEEF B E 4 A5
The corresponding profit margin on sales was  10.7% ° Z I EFEZHREEER
approximately 10.7%. The increase was mainly HEHEAZHRBEEBEAGR QA 2HKIK
attributable to the completion of the acquisition deal 88 - $HE BB FIRIT - EF RN =S

between the Group and Ming Fung Jewellery Group T2 B N7 AU I B o
Limited through exchange of shares, the steady

increase in sales, the enhanced gross profit margin

and the effective cost control over expenses.
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Financial status and net debt to equity ratio

The Group maintained a sound and stable financial
position.

As at 30 June 2012, the Group’s total equity
interests were RMB5,613,734,000 and current net
asset value was RMB6,085,737,000, of which bank
deposits amounted to RMB3,430,143,000.The bank
loans totalled RMB3,237,311,000.

On 30 June 2012, the net outstanding amount of
the USD settled zero coupon convertible bonds
due in 2012 issued by the Company in August
2007 was RMB44,000,000. The aggregate principal
amount of the HKD settled convertible bonds due in
2015 issued by the Company on 21 October 2010
was HKD2,500,000,000. Taking into account of the
net amount of such convertible bonds, together
with bank loans, the Group’s total debt amounted
to RMB5,298,889,000. As at 30 June 2012, the
net debt to equity ratio of the Group, including
convertible bonds, was approximately 33.3%. The
directors of the Company believe that such net debt
to equity ratio is within a reasonable range.

Foreign exchange risk

The Group’s transactions are mainly denominated
in RMB and HKD. During the period under review,
the foreign exchange movements of such currencies
were managed properly. Accordingly, the Group
was not exposed to significant risks associated with
foreign exchange fluctuations.

The Group has been monitoring actively its foreign
exchange risk.
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Pledge of assets

As at 30 June 2012, the Group had bank
deposits of RMB1,279,000 pledged as security
for guarantees, as well as land and buildings of
RMB255,790,000 pledged as security for mortgage.

Contingent liabilities

As at 30 June 2012, the Group did not have any
material contingent liabilities.

Current assets

During the period under review, the current
assets of the Group amounted to approximately
RMB10,024,963,000, comprising inventories of
approximately RMB5,497,182,000, trade and other
receivables of approximately RMB1,096,359,000
and cash and cash equivalents of approximately
RMB3,430,143,000.

Current liabilities

During the period under review, the current
liabilities of the Group amounted to approximately
RMB3,939,226,000, comprising bank loans of
approximately RMB2,492,223,000, trade and other
payables of approximately RMB1,271,952,000,
and current tax payable of approximately
RMB126,570,000.

Material investment, acquisition and disposal

Save as disclosed in notes to the financial
statements, there was no material acquisition or
disposal of subsidiaries and associated companies,
nor was there any significant investment held by the
Company during the period under review.

Hengdeli Holdings Limited
FENERARAR
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Capital structure

The Company’s capital structure is composed of
issued share capital, convertible bonds, reserves and
accumulated profits. As at 30 June 2012, the issued
share capital of the Company was 4,394,131,054
shares and the principal amount of the convertible
bonds due 2012 was RMB44,000,000 and the
principal amount of the convertible bonds due 2015
was HKD2,500,000,000.

Il. Business Review

During the period under review, the Group’s
business primarily focused on the build-up of the
retail network in the Greater China region with a
core presence in Mainland China, supplemented
with the provision of comprehensive customer
services, manufacturing of packaging and display
products, brand distribution and jewellery business.

Retail network

The Group’s core business is the retail of middle-to-
high-end internationally renowned watch brands.

Our retail network spans across the Greater China
region where retail stores are mainly “Elegant”,
“Prime Time”/“Hengdeli”, “With Time” and single-
brand boutiques. “Elegant” mainly sells top grade
internationally renowned watch brands; “Prime
Time”/“Hengdeli” mainly sells middle-to-high-
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end internationally renowned watch brands, while
“With Time” mainly sells internationally fashionable
watches. Following the effective expansion and
integration, as at 30 June 2012, the Group operated
a total of 428 retail outlets in Mainland China, Hong
Kong, Macau and Taiwan, an increase of 23 outlets
over the end of last year. Of these stores, 23 were
“Elegant” shops (6 in Hong Kong, 16 in Mainland
China and 1 in Taiwan), 259 were “Prime Time”
and “Hengdeli” shops (221 in Mainland China and
38 in Taiwan), 68 were “With Time” shops (65 in
Mainland China and 3 in Taiwan) and 78 were brand
boutiques (50 in Mainland China, 9 in Hong Kong, 1
in Macau and 18 in Taiwan).

The Group has maintained good partnerships
with numerous worldwide renowned watch
suppliers, including SWATCH Group, LVMH Group,
RICHEMONT Group and ROLEX Group. As at
30 June 2012, the Group distributed over 50
internationally renowned brands from the above
four major brand suppliers and other independent
watchmakers, including Vacheron Constantin,
Jaeger-LeCoultre, TAG Heuer, Zenith, Breguet,
Cartier, IWC, Rolex, Omega, Van Cleef & Arpels,
Scatola del Tempo, Vincent Berard, Longines,
Tissot, Frederique Constant and Mido. The Group
continued to step up efforts in bringing in and
adjusting middle-to-high-end brands to enhance
the sales portfolio of the brands, paving the way for
the long-term business development and ongoing
enhancement of overall sales performance.

12 Hengdeli Holdings Limited
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Leveraging on the economic restructuring in
the PRC during the period under review, the
Group expanded its retail network in line with the
market trend while focusing on strengthening the
management of current retail outlets. By enhancing
the quality of retail outlets, effectively controlling the
costs, adjusting its brand portfolio and optimizing
its inventory composition, the Group secured a
steady growth in business. Despite the challenging
international and domestic economies and the
insipid retail market of high-end prestigious watch
brands, the Group managed to achieve retail sales
of RMB4,339,140,000 for the period under review,
representing a growth of 4.6% as compared with
the corresponding period last year. Retail sales
accounted for 75.5% of the total sales of the Group.
The gross profit of the retail business reached
RMB1,331,215,000, representing a growth of 9.4%
as compared with the corresponding period last
year, and the gross profit margin recorded a growth
of 140bps.

Mainland China

The Group had developed a comprehensive network
of retail outlets in Mainland China, with heavy
presence in key regions including Shanghai, Beijing,
Northeast China, Zhejiang, Jiangsu, Henan, Shanxi
and Hubei, which facilitated the consolidation of
its market share. Meanwhile, the Group is also
strengthening its retail network by expanding into
Southwest and Central China as well as other
regions.
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In order to cater for the actual demand of Mainland
consumers and complement the Group’s high-
end watch business strategy in Hong Kong, most
of the Group’s retail outlets in Mainland China are
Prime Time shops and With Time shops, which are
positioned to sell middle-to-high-end and middle-
end watches. During the period under review, the
Group committed tremendous efforts to re-position
such retail shops through a number of approaches,
leading to the consolidation and expansion of its
retail network in the second, third and fourth tier
cities. A total of 16 Prime Time and With Time
shops were newly established, mainly in Southwest
and Central China as well as in the second and third
tier cities in East and North China. These initiatives
enabled the Group to consolidate and increase its
market share in such regions.

On the other hand, the coverage of Elegant
shops which are engaged in the sales of high-
end watches, is relatively small in Mainland China.
As at 30 June 2012, there were 16 Elegant shops
in Mainland China which were mainly located in
developed first tier cities such as Shanghai, Beijing,
Hangzhou, Nanjing and Shenyang.

During the period under review, the Group opened
another Elegant shop in Hangzhou. Located in
Dragon Hotel, a five-star hotel in Hangzhou, the
shop offered a range of high-end brands such as
Blancpain, IWC, Bulgari, Glashutte, Jaquet Droz
and Zenith, each showcased in a dedicated elegant
zone to interpret its unique glamour. The shop
also adopted an innovative marketing approach by
offering customers the privileged high grade club
services, aiming to provide a better venue for high-
end customers in Hangzhou and other cities of
Zhejiang to purchase prestigious watch brands.

Hengdeli Holdings Limited
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The Cuiwei Elegant shop, which was upgraded
from a Prime Time shop, is the first in-store shop
established by the Group in cooperation with Beijing
Cuiwei Group. Through ongoing operations over 15
years, it has fostered a loyal client base as well as a
reputation of privileged services. The shop focuses
on a string of brands including Jaeger-LeCoultre,
Glashutte, Rolex, Chopard, Bulgari, Zenith and
Omega showcased in dedicated zones or counters.

As at 30 June 2012, the Group operated a
total of 352 retail outlets in Mainland China. The
Group recorded a slower growth pace in terms
of domestic retail sales, mainly due to the slower
growth momentum of Chinese economy and the
relatively high benchmark for the same period last
year. However, the Group took initiatives to enhance
management through continuous upgrading of the
standards of outlet establishment and evaluation,
timely adjustments to brand portfolio, optimization
of its inventory structure and effective cost control.
As a result, the Group managed to achieve a 8.8%
growth in sales and a satisfactory growth in the
sales of middle-end brands, representing a growth
of 24% as compared with the corresponding period
last year.

Hong Kong and Macau

Due to the sluggish global economy, Hong
Kong saw a slower growth in the retail business,
especially for the high-end consumer goods,
during the first half of the year. However, sales of
Elegant (Hong Kong) remained stable during the
period under review, which was attributable to the
Group’s extensive, solid and loyal client base in
Hong Kong, the interaction between retail outlets
in Mainland China and Hong Kong, as well as the
comprehensive after-sales service network across
the Greater China region, ensuring after-sales
guarantees for Mainland tourists shopping in Hong
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Kong. Because of the difficult overall business
environment and the closure of three boutiques due
to expiry of the lease term, and the change of RMB-
HKD exchange rate during the period under review,
the Group recorded a slight drop of approximately
2.4% in sales in Hong Kong for the six months
ended 30 June 2012 as compared to the same
period last year, actually increased by 1.0% if the
effect of exchange rates is excluded. Gross profit
margin registered another growth of 180bps as
compared with the corresponding period last year.

During the period under review, the Group did
not open any new shops in Hong Kong, but was
preparing for the debut of a number of brand
boutiques. As at 30 June 2012, the Group operated
a total of 15 retail outlets in Hong Kong (3 boutiques
closed due to expiry of the lease term during the
period under review), of which 6 were Elegant
shops that sell various brands and 9 were single-
brand boutiques or image shops. Mainly located in
prime districts such as Tsim Sha Tsui, Central and
Causeway Bay, these shops are able to maintain a
leading position in high-end watch retail business in
Hong Kong.

The Group’s retail business in Hong Kong mainly
focuses on high-end brands, including Vacheron
Constantin, Breguet, Cartier, Jaeger-LeCoultre,
Omega, Chopard, Panerai, Zenith, IWC, Franck
Muller, Piaget, Blancpain and Dewitt, as well as
Scatola del Tempo, Vincent Berard, Christophe
Claret and Heuge by independent watchmakers.
During the first half of the year, the Group also
introduced certain new brands such as U-Boat
and Devon. The sale of such high-end brands fully
complemented our retail business in Mainland China
and Taiwan, thus creating tremendous synergy.
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The Omega boutique in Macau again achieved
positive sales during the period under review. Given
the changing economic conditions and improved
economic status of Macau, the Group’s businesses
in Hong Kong and Macau will definitely complement
well with each other, which will further consolidate
the Group’s leading position in the region.

Taiwan

The retail business of the Group in Taiwan is
currently in the network-building stage. Similar to its
sales strategy in Mainland China, the Group focuses
on the sales of middle-to-high-end watches in
Taiwan. As at 30 June 2012, the Group operated a
total of 60 retail outlets in Taiwan, mainly located in
major areas including Taipei, Taichung, Kaohsiung,
Hsinchu and Chiayi. Except for one Elegant
shop which sells top-class watches and certain
boutiques, all retail shops are Hengdeli and With
Time shops which sell middle-to-high-end watch
brands like Rado, TAG Heuer, Longines, Tissot,
Certina and Hamilton.

During the period under review, our sales in Taiwan
grew steadily. Currently, the target consumers
in Taiwan are mainly local customers. However,
following the signing of The Economic Cooperation
Framework Agreement (the “ECFA”), the cross-
strait business relations will be enhanced and the
economic ties among Mainland China, Taiwan
and Hong Kong will become closer. It is expected
that more tourists in Mainland China will travel to
Taiwan, creating new opportunities for Taiwan'’s retail
industry.
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Customer services and maintenance

During the period under review, the Group’s
customer services and maintenance had focused
on the deep collaboration with brand suppliers
and the solicitation and training of maintenance
technicians. Apart from Tissot and Hamilton, our
customer service platform had also opened up
Green Channels for several brands to provide timely
maintenance services, of which the efficiency had
been further enhanced along with the effective
communication with brands. By means of “exchange
in the air”, the maintenance procedure was greatly
simplified and catalyzed so as to provide customers
with the most convenient, fastest and most
comprehensive assistance, and thus winning general
applause from our customers.

The high-calibre maintenance technicians are the
foundation of the Group’s customer services. During
the period under review, the Group had been active
in dispatching selected maintenance technicians to
the brands for training purposes while making our
maintenance technicians more international. The
Group’s customer services are guaranteed to have
achieved international standards through the consistent
supply of high-calibre maintenance technicians
accomplished by our good partnerships with watch
maintenance schools in countries like Sweden and
Japan. Our outstanding pre-sale, sale and after-sale
services have drawn more and more brands’ interests,
thus making breakthroughs in the depth and scope of
our partnerships with different brands.

W
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“Advanced technology, online warranty, efficient
management and considerate services” is one of
the Group’s assurance to our customers and brand
suppliers. The Group delivers all-rounded services to
customers through an interactive customer service
network consisting of “repair and maintenance
", “repair service stations” and “repair
service points” and provides the most convenient
and tailor-made services to customers by way
of warranty in the Greater China region including
Mainland China, Hong Kong and Taiwan. The
service hotline 4008 acts as the Group’s centralized
service channel for the general public, offering timely
advice and providing assurance and confidence to
customers.

service centers”,

Packaging and display products

In spite of China’s economic slowdown, the
packaging and display segment of our watch
business sustained a sound development for the
first half of the year. The Group had strived to
broaden sources of income and reduce expenditure
by strengthening internal management and
minimizing costs, and at the same time, optimized
the production process and enhanced the quality
of our products by introducing new technology.
All of the above measures, complemented with
our quality services, had gained broad recognition
from customers, enhanced our competitiveness
in the market and enabled the Group to explore
into partnerships with different brands and expand
product offerings. During the period under review,
the Group had entered into such partnerships with
12 brands involving over 40 products. Apart from
the core product types such as standard packaging
and display windows, the Group also diversified
display products and brand sales products. This
had firmly supported the fast development of the
Group’s principal businesses including the retalil
business.
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Brand distribution

The Group has about 400 wholesale customers in
around one hundred cities in Mainland China. The
Group distributes and exclusively distributes world-
known watch brands including TAG Heuer, Zenith,
Bulgari, Hamilton, Certina, Balmain, Tissot, Mido,
ck, Maurice Lacroix and Frederique Constant.

The Group has maintained good partnerships with
brand suppliers and numerous retailers. Backed by
their extensive and tremendous support, the Group
has achieved harmonious and mutually beneficial
development.

Jewellery business

During the period under review, the Group became
a substantial shareholder of Ming Fung Jewellery
Group Limited following the completion of the
stock-for-stock acquisition deal with the company.
The wealthy population in Mainland China is
emerging while people’s consumption in jewellery
remains relatively low. The Group believes that the
development of our jewellery business will act as
a new source of profit and generate satisfactory
returns for our shareholders.

Ill. Human Resources and Training

As at 30 June 2012, the Group had a total of 7,382
employees in Mainland China, Hong Kong and
Taiwan.

The Group is always committed to developing and
building up human resources. We implement a
systematic recruitment policy and allocate resources
to various training programs for the managerial staff,
front-line service staff and maintenance technicians.
These training programs cover, among others, the
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art of management, sales skills, brand knowledge
and service awareness, so as to enhance staff’'s
knowledge, marketing skills and service capability.
The Group also works with our brand suppliers
on the provision of regular training to front-line
service staff and maintenance technicians in brand
knowledge and maintenance expertise.

The Group offers a competitive remuneration
package and various incentives, and regularly
reviews the structure of relevant mechanisms to
cope with corporate development needs. The Group
granted options to the general management staff
and associates of the Company in recognition of
their contributions to the Group and as an incentive
for their greater future commitment. The Group also
offers various benefits to the employees, including
pension plans, MPF plans, insurance schemes,
housing and meal allowances, etc. Details of the
remuneration package and other benefits are set
out in the financial statements.

Under a solid human resources reward system,
the Group can attract and retain numerous senior
salespersons and senior repair technicians. Also, a
number of staff members have received the “Capital
Labour Medal” and the “May 1st Labour Medal”.

IV. Outlook

China’s economy is generally steady. The Group
believes that the PRC government will be able to
achieve long-term sustainable development through
structural economic adjustment, and is confident
about the China’s economic outlook. Therefore,
the Group will adhere to the business development
principle of maintaining its base in Mainland China
while expanding business across the Greater China
region in a cautious manner.
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Our core development strategy remains to cautiously
but progressively develop our retail business in
line with market demand. In the second half of the
year, the Group will strengthen the management
of current outlets, based on which the opening of
new outlets and adjustment of current outlets will
be coordinated, so as to enhance the quality of our
retail outlets. In Mainland China and Taiwan, “Prime
Time”/“Hengdeli” and “With Time” will continue
to be our main focus. Regionally, the Group will
consolidate our leading position in the first tier cities,
and attach great importance to our development
in the second and third tier cities as well as certain
fourth tier cities, with a view to perfecting our
retail network and keeping in tune with market
demand. Meanwhile, the Group will strengthen
our partnerships with brands in various aspects
including customer services, packaging and display
products and brand distribution, thus forging closer
relationships which are interactive, complementary
and mutually beneficial to facilitate our business
development. For the jewellery business, the Group
will follow the market trend closely and input
resources in a cautious but progressive manner.

Taking “pragmatic healthy development” as our
principle, the Group will keep in line with the market
trend and fully capitalize on business opportunities
to achieve steady and sustainable profit growth in
order to generate more satisfactory returns for our
shareholders, investors, staff and society.
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Report of the Directors

Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares
and Debentures of the Company or Any of Its
Associated Corporations

As at 30 June 2012, the interests or short positions
of each of the Directors and chief executives in the
shares, underlying shares and debentures of the
Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong)
(“SFQO”)) which were recorded in the register required
to be kept by the Company pursuant to Section
352 of the SFO; or were required to be notified to
the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken
or deemed to have under such provisions of the
SFO); or were required pursuant to the Model Code
for Securities Transactions by Directors of Listed
Companies in the Listing Rules to be notified to the
Company and the Stock Exchange were as follows:

o A

BEERITRAERFEARRF T
I EROA B R D ~ HRR D K&
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BEBEHR AR REEEEE(ER
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Approximate

Name of Directors Nature of Interest Number of Shares  Percentage
BEEHE ERME BHEE HEDL
Mr. Zhang Yuping Controlled Corporation 1,671,040,000(L) 35.75%

(“Mr. Zhang”) and Personal (Note 1)
REIFRAE(NRAEED)  PRIEGIRR RMEA(AaET)
Mr. Song Jianwen Controlled Corporation 17,532,000(L) 0.40%
RIEXFE (Note 2)

Pzl AR (FYaE2)

Mr. Huang Yonghua Personal 7,136,000(L) 0.16%
TIKERE B A
Mr. Chen Sheng Personal 10,000,000(L) 0.23%
PR EESEAE fEAA

The letter “L” denotes the person’s long positions in the
Shares.
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Note 1:

Note 2:

Mr. Zhang owned 82.90% of the issued share
capital of Best Growth International Limited (“Best
Growth”), which in turn held 1,522,524,000
shares of the Company as at 30 June 2012.
During the period under review, Mr. Zhang held
48,516,000 shares of the Company under his
name. Accordingly, Mr. Zhang held 1,571,040,000
shares of the Company in aggregate, representing
35.75% of the issued share capital.

Mr. Song Jianwen owned the entire issued share
capital of Artnew Developments Limited, which in
turn owned 0.40% of the issued share capital of

the Company.

Substantial Shareholders’ Interests and Short
Positions in Shares, Underlying Shares and
Debentures of the Company

As far as the Directors were aware, as at 30 June
2012, the interests or short positions of the persons,
other than Directors of the Company, in the shares,
underlying shares and debentures of the Company
which were recorded in the register required to be
kept by the Company pursuant to Section 336 of
the SFO were as follows:

Bat1: REEHBERBERBERDA
(T3 ]) 82.90%HI B BATREA
M&ZARNRZE—=F A=+
H# & A& 2 71,522,524,0000%
7 REAERBEBHANEASZ
%1% A A 2 7 ik 948,516,000
B e REEaREFEAR
f&1%1,571,040,0008% * fﬁaﬁéfﬁ
fRA#935.75% °

REXNEEBRBERERBERA
AIEHEBITRA  MEARF
BARRARBEITIRARO0.40% ©

Hiat2 -

FERREEAQTRNL - HE
B REEE2EZRAR

MEEMAR RZZE—ZFXA
=1T8  RAERRARG - HERO &

EREE P A RIEE S LB RS
336G RARBATHEEZE
Az EmSREHALT(ERR
AZEERINIT

Approximate

Name of Shareholder Number of shares  Percentage
RS B EE HEDE
Best Growth (Note 1) 1,522,524,000(L) 34.65%
EE(FraE1)

Mr. Zhang Yuping (Note 1) 1,571,040,000(L) 35.75%
RIS A (fFET)

The Swatch Group Hong Kong Limited (Note 2)(ffi#2) 898,000,000(L) 20.44%
The Swatch Group Limited (Note 2)(#7it2) 898,000,000(L) 20.44%
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Approximate

Name of Shareholder Number of shares  Percentage
IR & RMHEE HEDL
LVMH Watches & Jewelry Hong Kong Limited 18,504,000(L) 0.42%
(Note 3)(K1:#3)

TAG Heuer SA (Note 3)(K#7E3) 18,504,000(L) 0.42%
TAG Heuer International SA (Note 3)(/1i#3) 18,504,000(L) 0.42%
LVMH Asia Pacific Limited (Note 3)(#77£3) 259,620,000(L) 5.91%
Sofidiv SAS (Note 3)(#17£3) 278,124,000(L) 6.33%
LVMH SA (Note 3)(f1i#3) 278,124,000(L) 6.33%
JP Morgan Chase & Co. (Note 4)(H1:£4) 250,938,803(L) 5.71%

383,200,000(S) 0.75%

75,081,994(P) 1.71%

The letter “L.” denotes the person’s long positions in the shares.
The letter “S” denotes the person’s short positions in the shares.

The letter “P” denotes lending pool in the shares.

Note 1: Best Growth was owned by the Zhang family in

the following manner:

Mr. Zhang Yuping
Ms. Zhang Yuhong,

younger sister of Mr. Zhang
Mr. Zhang Yuwen,

younger brother of Mr. Zhang

[LIRRBBEALRBOBEZHER -
[SIKRKBEALRBROFE AR -

[PIRKRAIHHE B AR -

Mratt1 - EEBRKRGES FHLO

T
RE TS AE 82.9%
RIAL 2+

(RELEMIR) 14.7%
RIS A

(REEEMBE) 2.4%

During the period under review, Mr. Zhang
Yuping held 48,516,000 shares of the Company
under his name. Accordingly, Mr. Zhang Yuping
held 1,571,040,000 shares of the Company in
aggregate, representing 35.75% of the issued

share capital.
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B - 8 R TFEEEKBAAR
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Note 2: Among these 898,000,000 shares, 500,000,000

shares were held under the capacity of security
interest owner instead of effective interest owner.
These 898,000,000 shares were held in the name
of and registered in the capacity of The Swatch
Group Hong Kong Limited as a beneficial owner.
The entire issued share capital of The Swatch
Group Hong Kong Limited was beneficially owned
by The Swatch Group Limited. The Swatch Group
Limited was deemed to be interested in all the
shares held by The Swatch Group Hong Kong
Limited under the SFO.

Among these 278,124,000 shares, 18,504,000
shares were held in the name of and registered in
the capacity of LVMH Watches & Jewelry Hong
Kong Limited and 259,620,000 shares were held
in the name of and registered in the capacity of
LVMH Asia Pacific Limited. The entire interests
of LVMH Watches & Jewelry Hong Kong Limited
were owned by TAG Heuer SA, and TAG Heuer
International SA beneficially owned 100% interest
in TAG Heuer SA. Sofidiv SAS beneficially owned
100% interest in each of TAG Heuer International
SA and LVMH Asia Pacific Limited. LVMH SA
owned 100% interest in Sofidiv SAS.

JP Morgan Chase & Co. held long positions in
41,486,673 shares of the Company as beneficial
owner, short positions in 33,200,000 shares of
the Company as beneficial owner, long positions
in 134,370,136 shares of the Company as
investment manager, and long positions in

75,081,994 shares of the Company as trustee.
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Dividend Distribution BRE DK

The Directors do not recommend the payment of #EFEHIKNMN— —FRA=Z+
any interim dividend for the six months ended 30  HIE/X IHZEPHHH’Lg °
June 2012.

Share Option Scheme IR AEET &

A share option scheme was adopted by the AR FIRMEBALESTE > AJARTE 2
Company to grant options to selected participants 2 EERHERE  (EARS ANE
as incentives or rewards for their contributions to  EIFF{EE Bl 2 12BN REM -

the Group.

Details of the options granted by the Company are ~ BEARAGIRHEREZFBOT ¢
as follows:

() Options granted in 2007 () RZZZLFRE 2B
Number
of options
lapsed in
accordance
with the Percentage
Closing terms of of the
price of the options Number options
the shares Number Number Number orthe  of options inthe
immediately  of options  of options  of options  share option  outstanding  total share
before asat  exercised  cancelled scheme asat capital
Exercise  thedate 1 January during during during 30 June of the
Name of grantee ~ Date of grant ~ Exercise period price  of grant 2012 theperiod  theperiod  the period 2012 Company
HhiRE R
R BREAR —E--F  BREHE
2 F-If JERE ~AZTR (ALR
REBEA -A-Bz  BROR  HAEE  HEXY HAGORE 2R
FEALSR REAH 8 fEE ROUTE BRERE HREHE EREEE BREHE RREHE BAl
HKD) HKD)
(7%  (2%)
Directors - - - - - - - - -
g%
Qther eligble 28 August 2007 1 August 2010t 322 483 34804000 0 0 0 34,804,000 0.792%
participants 31 July 2012
AfpaEH IRRtE :T 2E\A-RZ
2% NAZtNB ZZ-ZEtA=T-R
Total it 34,804,000 0 0 0 34804,000 0.792%
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(i) Options granted in 2011 (i) RZZT——FEH AR
Number
of options
apsed in
accordance
with the Percentage
terms of of the
Closing the options Number options
priceof ~ Number ~ Number ~ Number orthe  of options inthe
the shares  of options  of options  of options  share option  outstanding  total share
immediately asat  exercised  cancelled scheme asat capital
Exercise  beforethe 1 January during during during 30 June of the
Name of grantee ~ Date of grant ~ Exercise period price  date of grant 2012 theperiod the period  the period 2012 Company
B R
R ERERY -Z--F  BREHE
i ERE KRSt DR
REBEA -F-Bz  BAGE  BAEE  HEAY  EREED BRE
FEALS RARH i GRE ROWSE BRENE BRERE BRERE BREHE BREER  MASL
HKD) HD)
(%) (%)
Directors - - - - - - - - -
£
Qther eligiole 30 September 30 September 2014 to 29 271 4150000 0 0 0 4150000 0.094%
participants 2011 29 September 2016
Hfpa g i “R-REAA=TEE
Ui hA=TH ZE-NERAZTIA
Total ait 4,150,000 0 0 0 4150000 0.094%
Purchase, Sale or Repurchase of Securities BE  HLESBELEES
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During the period under review, the Company
repurchased 4,800,000 listed shares on The
Stock Exchange of Hong Kong Limited by way of
acquisition from the market. The total consideration
paid was HKD10,288,000. Upon the completion of
the settlement of such repurchase, the Company
has cancelled 4,108,000 repurchased shares.

As at 30 June 2012, the issued share capital of
the Company was 4,394,131,054 shares. The
Company had RMB44,000,000 bonds outstanding,
which were listed on Singapore Exchange Securities
Trading Limited on 24 August 2007, and HKD2.5
billion bonds outstanding, which were listed on
Singapore Exchange Securities Trading Limited on
22 October 2010.
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Disclosure of Information on the Website of
the Stock Exchange

An interim report for the six months ended 30 June
2012 containing all the information required by
Appendix 16 to the Listing Rules will be dispatched
to shareholders of the Company and published on
the website of the Stock Exchange and the website
of the Company in due course.
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express our sincere thanks to all the shareholders
for their continuous support and to all our staff
for their dedication and contribution to the Group
during the reporting period.

General Information

As at the date of this report, the executive Directors
are Mr. Zhang Yuping (Chairman), Mr. Song Jianwen
and Mr. Huang Yonghua, the non-executive
Directors are Mr. Chen Sheng, Mr. Shi Zhongyang
and Ms. Zheng Yu and the independent non-
executive Directors are Mr. Cai Jianmin, Mr. Wong
Kam Fai William and Mr. Liu Xueling.

By Order of the Board
Zhang Yuping

Chairman

Hong Kong, 21 August 2012
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Corporate Governance Report

Compliance with the Code on Corporate
Governance Practices and the Corporate
Governance Code

The Company has always been committed
to maintaining a high standard of corporate
governance to ensure transparency, such that the
interests of our shareholders and the cooperative
development among our customers, employees and
the Group can be safeguarded.

The Company has adopted the Code on Corporate
Governance Practices (“CGP Code”) during the
period from 1 January 2012 to 31 March 2012 and
the Corporate Governance Code (“CG Code”) during
the period from 1 April 2012 to 30 June 2012 as
set out in Appendix 14 to the Rules Governing the
Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The Directors are of the opinion that the Company
complied with the CGP Code from 1 January 2012
to 31 March 2012 and the CG Code from 1 April
2012 to 30 June 2012, except for a deviation from
the provision A2.1 of the CPG Code and the CG
Code. Given the existing corporate structure, the
roles of the chairman and chief executive officer
have not been separated, and both are performed
by Mr. Zhang Yuping. Although the roles and duties
of the chairman and chief executive officer have
been performed by the same individual, all major
decisions would only be made (where applicable)
after consultation with the Board. There are three
independent non-executive directors in the Board.
All of them possess adequate independence and
therefore the Board considers that the Company has
achieved balance of power and provided sufficient
assurance for scientific decision-making.
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Audit Committee

The Company has established an audit committee
in compliance with the Listing Rules. The audit
committee comprises three independent non-
executive Directors, with the primary duties of
reviewing the accounting principles and practices
adopted by the Company as well as material
extraordinary items, and the discussion about the
auditing internal controls and financial reporting
matters, including a review on the interim report for
the six months ended 30 June 2012.

Compliance with the Model Code for
Securities Transactions by Director

For the six months ended 30 June 2012, the
Company has adopted a code for securities
transactions by directors on terms no less exacting
than the required standard set out on the Model
Code for Securities Transactions by Directors of
Listed Issuers set out in Appendix 10 to the Listing
Rules. All Directors of the Company have confirmed,
following specific enquiry by the Company, their
compliance with the required standard for securities
transactions by Directors set out in the above model
code.
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INTERIM RESULTS

The board of directors (the “Board”) of Hengdeli
Holdings Limited (the “Company”) is pleased to
present the unaudited consolidated interim results of
the Company and its subsidiaries (the “Group”) for
the six months ended 30 June 2012, along with the
comparative figures and selected explanatory notes,
which are prepared in accordance with the Hong
Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants,
and have been reviewed by the Audit Committee of
the Company.
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CONSOLIDATED INCOME STATEMENT

LR ER
for the six months ended 30 June 2012 — unaudited

HE—T——FNNA=1HIF AR —FREFEEZ
(Expressed in Renminbi)
(UARKEZ2)
For the six months
ended 30 June
BEAA=tTHLAEAR
2012 2011
e
Note RMB’000 RMB’000
K ARETR ARETT
Turnover HER 3 5,749,733 5,407,147
Cost of sales HEMA (4,214,096) (4,014,872)
Gross profit E 3 1,535,637 1,392,275
Other revenue Hplras 4 86,838 73,989
Other net income EBA 4 132,451 6,470
Distribution costs DA (710,177) (618,099)
Administrative expenses THER (147,930) (130,992)
Profit from operations e RA 896,819 723,643
Finance costs B AP ZN 5() (135,759) (74,523)
Share of gain of associates ~ JE{GEEA A FIUES 13,697 -
Share of loss of jointly EihEaEARER
controlled entities (3,615) (2,245)
Profit before taxation BRBLAR A 5 771,142 646,875
Income tax i 6 (157,521) (146,718)
Profit for the period BT 613,621 500,157

Hengdeli Holdings Limited
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For the six months
ended 30 June
BZEXRA=THLEREAR

2012 2011
—E-CE —T——fF
No{e RMB’000 RMB’000
iz ARET R ARETTT
Attributable to: FEf
Equity shareholders ARARGFEARA
of the Company 562,656 447,944
Non-controlling interests FEE IR S 50,965 52,213
Profit for the period HRRA 613,621 500,157
RMB RMB
AR% TR ARET
Earnings per share BREF 7
Basic AR 0.128 0.102
Diluted b3 0.124 0.101

The notes on pages 40 to 62 form part of this
interim financial report. Details of dividends payable
to equity shareholders of the Company are set out

in note 18(a).
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

aEmIARE

for the six months ended 30 June 2012 — unaudited
HE—FT——FNNA=+HINEF - KEFZ

(Expressed in Renminbi)

(UAREZ3])

For the six months
ended 30 June
BEXB=1THILAEAR

2012 2011
—2--F —T——F
RMB’000 RMB’'000
AR®TF R ARETT
Profit for the period HRRER 613,621 500,157
Other comprehensive income HRHE A
for the period: ZHEA :
Exchange differences on translation REMBKERK
of financial statements FTEEZEH Z5 14,198 (38,743)
Total comprehensive income HRZEBA
for the period k] 627,819 461,414
Attributable to: FEdk
Equity shareholders NGEG)
of the Company HAA 576,854 409,201
Non-controlling interests FErERR AR 50,965 52,213
Total comprehensive income HR2EEBA
for the period wzm 627,819 461,414

The notes on pages 40 to 62 form part of this

interim financial report.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AR a MBS AR LR

at 30 June 2012 — unaudited
REF—ZFNA=+H - KEFEZ

(Expressed in Renminbi)

(UAAREZZ)
At 30 June At 31 December
2012 2011
R-E--F R=T—F
~A=ZtR +=-A=1+—H
Note RMB’000 RMB’000
k3 ARET T ARETTT
Non-current assets FREBEE
Fixed assets EEEE 8
— Investment property —RENE 253,519 255,601
- Other property, plant —EE  BE
and equipment WET:] 781,013 665,551
1,034,532 921,152
Intangible assets B EAE 31,107 23,325
Goodwill Fﬁf@ 402,707 296,921
Interest in associates N YNGR i 9 563,006 85
Interest in jointly REEDRIZ RS
controlled entities 58,434 56,161
Other investments Hiw & 9 797 39,711
Deferred tax assets ELEHBEE 70,907 78,051
Other financial assets HuH s EE 10 312,940 434,000
2,474,430 1,849,406
Current assets TBEE
Inventories FE 11 5,497,182 4,521,297
Trade and other receivables BB SIRFREMEKFIE 12 1,096,359 1,114,801
Pledged bank deposits BEBIRITER 1,279 25,899
Cash and cash equivalents RehBEEEY 13 3,430,143 3,941,828
10,024,963 9,603,825
Assets classified as held HERFHEHE
for sale ZEE - 136,233
10,024,963 9,740,058
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At 30 June At 31 December

2012 2011
R-ZBE-—F RIT——F
~A=tA +=ZA=1+—H
Note RMB’000 RM/B'OOO
Kz ARET T ARETT
Current liabilities RESE
Trade and other payables ENEZERREMEATE 14 1,271,952 1,758,869
Bank loans RITER 15 2,492,223 2,041,923
Current taxation AEA AR 126,570 144,207
Convertible bonds Ak ES 16 48,481 47,208
Embedded financial derivatives SRARERITET A 16 - 1,222
3,939,226 3,993,429
Liabilities directly associated D EARZEHEZ
with assets classified AEEEAH
as held for sale RaE - 28,358
3,939,226 4,021,787
Net current assets REBEEFE 6,085,737 5,718,271
Total assets less current BEERTD
liabilities =L 8,560,167 7,567,677
Non-current liabilities FRBAR
Bank loans FAIER 15 745,088 220,180
Convertible bonds Ak ES 16 2,013,097 1,982,161
Deferred tax liabilities EERBAE 41,512 34,669
Provisions R 17 146,736 -
2,946,433 2,237,010
NET ASSETS BEERE 5,613,734 5,330,667
CAPITAL AND RESERVES BEARfHE
Share capital [N 21,290 21,309
Reserves &l 5,157,149 4,869,517
Total equity attributable EATRGBEEA
to equity shareholders i 2y £
of the Company k] 5,178,439 4,890,826
Non-controlling interests FERER 435,295 439,841
TOTAL EQUITY ERAE 5,613,734 5,330,667

The notes on pages 40 to 62 form part of this

interim financial report.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RO MEf BB R

for the six months ended 30 June 2012 — unaudited
HE—T——FNA=1HIF AR - REEEZ

(Expressed in Renminbi)

(UARBZ2)
Attributable to equity shareholders of the Company
FRTRGEARE

Capital PRC Non-
Share  Share redemption  Capital Exchange statutory Retained controlling Total
capital premium  reseve  reseve  reseve  reseve  profits Total interests  equity

RARE hEEE FER
kA BHEE B EXRE EXRE B REE &3t s REEE
Note RMB(0OO RMB'000 RMBOOO RMB'OO0 RMB'0O0 RMB'000 RMB'OO0 RMB'O00 RMB'000 RMB'000
fi  ARBTR ARETR ARETT ARETT ARETT ARBTL ARETT ARETR ARETT ARETE
Balance at 1 January 2011 RoB--F-A-B2EH 21302 2,703,159 34 7619 (111,114) 218541 1408208 4316415 329,266 4,645,681

Changes in equity for the six BE-3--FRAZTA
months ended 30 June 2011 LAEAZRRED

Profit for the period eyl = = = = = - MATOM 447044 52213 500,157
Other comprehensive income A 2ERA - - - - (3843 - - (B4 - (343
Total comprehensive income BN - - - - (38T - 7944 400201 52213 461414

Dividends approved In respect HEREFERE

of the previous year 188 - - - - - - (184,665) (184,665) - (184,665)
Dividends to holders of TERERERTAAZRE

non-controling interests - - - - - - - - (28620) (28620)
Shares issued under share R TR TR

option scheme 7 6312 - (1,765) - - - 4554 - 454
Capial contributon from holders of 38R iER 5 A EE

non-controling interests - - - - - - - - 21500 27,500
Acqistion of additional equity WERHBAR 2N

interest in a subsidlary - - - 8 - - - 80  (3080) (3000

Balance at 30 June 2011 and RZB--FRAZTAR
1 July 2011 —3--FtR-AzEH 21,309 2,709,471 34 74510 (149857) 218541 1,671,577 4545585 377,279 4,922,864

Changes in equity for the six months  H#Z=%F-—-F+=A=1-A

ended 31 December 2011 LAEAZRRED
Profit for the period iyl = o = = = - 366975 366975 61144 418,119
Other comprehensive income Ef2ERA - - - - (18681) - - (18681) - (18681)
Total comprehensive income 2ERAEE - - - - (18681) - 366975 348204 51144 399438
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Attributable to equity shareholders of the Company

FARRAFEARE
Capital PRC
Share  Share redemption  Capital Exchange statutory Retained
capital premium  reserve  reseve  reserve  reseve  profits Total
RARE HEER
RA RfER  BF BARE ENER  BR RERR &5

Note RMBIOOO RMBO0D
Bt ARETR ARMTR

RVB000
ARRTT

RMBI000 RMB'000 RMB'000 RMB'000 RMB'000

ARETRL ARBTT ARMTT ARBTT ARBTT

Non-
controlling Total
interests  equity

FER

B RREE
RMB'000  RMB'000
ARETT ARETL

Divicends to holders of
non-controling interests

ERHERERRAAZRE

(16,301)  (16,391)

Transfer between reserves R HER - - - - - 68027 (68027) - B

Shares issued under share REREHTRTZRE

option scheme - 37 - (10) - - - 2 - 2
Equity setted share-based DiEREE

transactions POESSTRE) - - - 280 - - - 280 - 280
Capital contibution from FERERREATE

holders of non-controling

interests = = o = = = = - 26600 26600
Acquistion of addtional equity WENHE AT ZENRiE

interest in a subsidiary - - - (3360) - - - (3%0) 1209 (2151)
Balance at 31 December 2011 REE--F+-A=+-8R

and 1 January 2012 “E-CE-B-AzEs 21,309 2,709,508 34 71420 (168538) 286,568 1970525 4,890,826 439,841 5,330,667
Changes in equity for the six BZ2-%-“FRA=TH

months ended 30 June 2012 EAEAZERED

Proft for the period Filay=si] - - - - - - 562656 562,656 50,965 613,621
Other comprehensive income Eth2ERA - - - - 14198 - - 14198 - 14198
Total comprehensive income 2ERAEE - - - - 14198 - 562656 576854 50965 627,819
Dividends approved in respect HEBEERRS

of the previous yeer 180 - - - - - - [O81.467) (28148) - 81487)
Dividends to holders of EfEARER A RS

non-controling interests - - - - - - - - (61,379) (61,379)
Equity settled share-based JERER

transactions e SUEY - - - 623 - - - 623 - 623
Purchase of own shares BERDARG 18b)

~ per vace paid B (19) - - - - - - )
- premium paid -BffEE - - - - - - (83%8) (3338 - (33%8)
- transfer between reserves -Gk RER - - 19 - - - (19) - - -
Acquisttion of a subsiciary KEHBAR - - - - - - - - T80 7%
Disposd of & subsdiary HENBAT - - - - - - - - 082 (82
Balance at 30 June 2012 R-B-ZEXA=TAZER 21,290 2,709,508 53 72,043 (1542340) 286,568 2,243,317 5178439 435295 5613734

The notes on pages 40 to 62 form part of this

interim financial report.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
556 Bl a8 R

for the six months ended 30 June 2012 — unaudited
BB —F——FNA=1HILNER —KEFEE

(Expressed in Renminbi)

(UARBZ3])

For the six months
ended 30 June

BEAA=THIEAEAR

2012 2011
—B-=F —F—F
Note RMB’000 RMB’000
Kzt AR¥TR AREFT
Cash (used in)/generated HiE(FT#E),/
from operations iKcsE K (605,461) 255,704
Income tax paid BT FTER (161,171) (133,621)
Net cash (used in)/generated &2 EEN(Fi#E) /
from operating activities FisR&FE (766,632) 122,083
Net cash used in from REDBAFE
investing activities ReFE (266,213) (460,839)
Net cash generated from/ RAEBME/
(used in) financing activities (FifE) R 258 503,839 (478,555)
Net decrease in cash and ReRBeEEY
cash equivalents WO FE (529,006) (817,311)
Cash and cash equivalents R—A—BZzB&R
at 1 January ReEEY 13 3,941,828 3,409,807
Effect of foreign exchange NI 2 2 B
rate changes -7 17,321 (33,734)
Cash and cash equivalents RAR=THZEER
at 30 June ReEEY 13 3,430,143 2,558,762

The notes on pages 40 to 62 form part of this

interim financial report.
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40

NOTES ON THE UNAUDITED
INTERIM FINANCIAL REPORT

(Expressed in RMB unless otherwise indicated)

1 Basis of preparation

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), including compliance with
Hong Kong Accounting Standard (“HKAS”) 34,
Interim financial reporting, issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”).
It was authorised for issue on 21 August 2012.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2011 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2012 annual financial
statements. Details of these changes in accounting
policies are set out in note 2.

The preparation of an interim financial report in
conformity with HKAS 34 requires management
to make judgments, estimates and assumptions
that affect the application of policies and reported
amounts of assets and liabilities, income and
expenses on a year to date basis. Actual results
may differ from these estimates.
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This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an explanation
of events and transactions that are significant
to an understanding of the changes in financial
position and performance of the Group since the
2011 annual financial statements. The condensed
consolidated interim financial statements and
notes thereon do not include all of the information
required for full set of financial statements prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”).

The financial information relating to the financial year
ended 31 December 2011 that is included in the
interim financial report as being previously reported
information does not constitute the Company’s
statutory financial statements for that financial
year but is derived from the 2011 annual financial
statements. The 2011 annual financial statements
are available from the Company’s registered office.
The auditors have expressed an unqualified opinion
on the 2011 annual financial statements in their
report dated 20 March 2012.

2 Changes in accounting policies

The HKICPA has issued a few amendments to
HKFRSs that are first effective for the current
accounting period of the Group and the Company.
None of these amendments have a material impact
on the contents of this interim financial report.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.
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3 Turnover and segment reporting

The Group manages its businesses by divisions,
which are organised by a mixture of both business
lines (products and services) and geography (mainly
in Mainland China). In a manner consistent with the
way in which information is reported internally to
the Group’s most senior executive management for
the purpose of resource allocation and performance
assessment, the Group has presented the following
four reportable segments. No operating segments
have been aggregated to form the following
reportable segments.

e Retail segments (includes three segments
in Mainland China, Taiwan and Hong Kong):
given the importance of the retail division
to the Group, the Group’s retail business
is segregated further into three reportable
segments on a geographical basis, as the
divisional managers for each of these regions
report directly to the senior executive team. All
segments primarily derive their revenue from
the retail of watches through their own retail
network.

e Wholesale segment: this segment distributes
numerous world renowned brand watches in
Mainland China and Hong Kong.

(a) Segment results and assets

For the purposes of assessing segment performance
and allocating resources between segments, the
Group’s senior executive management monitors the
results and assets attributable to each reportable
segment on the following basis:

Segment assets represent inventories only.
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Revenue and expenses are allocated to the

Yoz &F‘fﬂﬁzﬂﬁ%ﬁfﬁ“*ﬂZfé%&

reportable segments with reference to sales #Z%H stﬁi NEEEZ2WRAE o A
generated by those segments and the expenses 1 ' BREFRD EREHEEIN - E—5 7
incurred by those segments. However, other than ﬁjn*ﬁj“ﬁ BB BELRE

reporting inter-segment sales, assistance provided
by one segment to another, including sharing of
assets, is not measured.

The measure used for reporting segment profit is
“gross profit”.

Information regarding the Group’s reportable
segments as provided to the Group’s most senior
executive management for the purposes of resource

BE)XPHEENA -

A2
A J

Hma R 2R R A RIE

Hn - FERASEREETHRER
ABRRM 2 BRD BN BPR I AT
ZEEBE2RD B ERBIIMT

allocation and assessment of segment performance
for the period is set out below.

Retail

2
Mainland China Hong Kong Taiwan Wholesale Al others* Total
Gl - &l 4 LA it
2012 M 02 201 2012 21 2012 M 02 2011 2012 21
§-2f 2% -§--F §—F -§-f F—F -§-2fF & -§-fF _5—F -§-2f TF
RMB'000 ~ RMBOO0 RMB000 ~ RMBODO RMB'0O0 ~ RMBOOO  RMB'OOD ~ RMBOOO  RMB'000  RVB'OO0  RMB'000  RWIBOOO
ARMTR ARMTT ARMTR ARETR ARBTR ARBTT ARMTR ARMTR AR®TR ARRTL ARMTR ARMTR
For the s months BERA=TRLAER
ended 30 June
Reenue from RENBEP NG
extemal customers 2004790 2506200 1414761 1448813 99509 102628 1283898 1165848 126695 103638 5749738 5407147
Inter-segment
Tevenue - = - = - - 1741606 1735758 1320 6115 1742926 1741873
Reportable segment Et Rl
revenue 2824790 2596200 1414761 1448813 99569 102628 3025504 2891606 128015 109773 7492659 7,149,020
Reportabl segment 2BABER
proft 936583 841784 362632 344613 32,050 30406 155967 145461 48,465 30012 1,536,837 1392275
Retail
2
Mainland China Hong Kong Taiwan Wholesale Al others* Total
hERE B ) ] #& fast &
30June 3fDecember 30 June 31December 30 June 3fDecember 30 June 3fDecember 30 June 3fDecember 30 June 31 December
202 211 012 211 2012 2011 202 21 012 2011 2012 2011
e = a2k 2—f
cg-2f 0 $0f C%-2F 0 08 C%-2f 0 1of C%-2f 0 40f C3-f
RBZTE  =t-B ABStR  =t-B RAZtE  =t-8 ARSTR =B AAZtR
RMBO00 ~ RUBOO RMBOOO  RWBOD RVBOO0  RWBOO RMBOXD  RVWBOWO RMBOOD  RVBOOD RMBGOO RVB000
ABBTR ARBTL ARMTR ARETRL ARMTR ARMTT ARMTR ARETL ARMTR ARETR ARMTZ ARETL
Reportzbl segment 287%EE
assets 2885800 2563961 1238548 1054451 263958 272514 1248392 796,874 46,634 48236 5883311 472603
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# Revenues from segments below the quantitative
thresholds are mainly attributable to a watch
repairing and maintenance business, a packaging
and decoration business, a hotel and property
management business. None of those segments met
any of the quantitative thresholds for determining

reportable segments.

(b) Reconciliations of reportable segment
revenues, profit and assets

(b)

ERBE(&EZRKZ DR EER
KEARBZ FHREEET  BRR
FEET  BIERMEETERER © %
EDHWAERTREE2 RO ZBE

ERIEEK -

2R B Y BFIREEZ
E)
For the six months
ended 30 June
HEAA=THLEAEAR

2012 2011
~B-=F —F—F
RMB’000 RMB’000
AR¥ETR ARETT
Revenue s
Total revenues for reportable 23k ZF4al S
segments 7,364,644 7,039,247
Other revenue ot s 128,015 109,773
Elimination of inter-segment  #§57 SRR
revenue (1,742,926) (1,741,873)
Consolidated turnover RAEEEE 5,749,733 5,407,147
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For the six months
ended 30 June
BEAA=THLAEA

2012 2011
—E--F —T——F
RMB’000 RMB’000
ARET R ARETTT
Profit Al
Total profit for reportable RS BEET
segments 1,487,172 1,362,263
Other profit HimF 48,465 30,012
1,535,637 1,392,275
Other revenue Hilezs 86,838 73,989
Other net income HFRA 132,451 6,470
Distribution costs DA (710,177) (618,099)
Administrative expenses TBRER (147,930) (130,992)
Finance costs BIFERRAR (135,759) (74,523)
Share of gain of associates JE(GEEE A Rl s 13,697 =
Share of loss of jointly [Efh& & RFIEE
controlled entities (3,615) (2,245)
Consolidated profit AT AR
before taxation 771,142 646,875
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At 30 June

At 31 December

2012 2011
R-BE-—F RZT——F
AA=tHB +=ZB=f+—H
RMB’000 RMB’'000
ARET T ARETT
Assets &E
Total assets for reportable ERHHBEE
segments 5,636,737 4,677,800
Other assets HinEE 46,634 48,236
Elimination of inter-segment &7 2bfE 78
purchases (186,189) (204,739)
5,497,182 4,521,297
Trade and other receivables  FEIE 5 R R b FE IR IE 1,096,359 1,114,801
Pledged bank deposits BERRITER 1,279 25,899
Cash and cash equivalents RekREEEY 3,430,143 3,941,828
Assets classified as held NBEARHELEEE
for sale - 136,233
Non-current assets FERBEE 2,474,430 1,849,406
Consolidated total assets REBEE 12,499,393 11,589,464

4  Other revenue and net income

4 HiplhzmRWAFERE
For the six months
ended 30 June
HEAA=THLEAEAR

2012 2011
—2-CF —T——F
RMB’000 RMB’'000
AR®TR AREFT
Other revenue Hitlz

Interest income FBUA 30,766 29,345
Government grants BUSHEES 12,900 7,825

Dividend income from e EHRERBMA
unlisted investments 37,542 29,527
Rental income HEWA 3,733 2,350
Others Ho 1,897 4,942
86,838 73,989

Hengdeli Holdings Limited
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For the six months
ended 30 June
BEAA=THLAEA

2012 2011
—E-ZF —T——F
RMB’000 RMB’000
AR®TR ARETTT
Other net income H A5
Changes in fair value RARSRITETA
of embedded financial PREZE(HE16)
derivatives (note 16) 1,222 3,015
Net gain on disposal of HERBARZ
subsidiaries (note 21) W F B (fat21) 122,247 -
Net gain on deemed BRIELERMIRE 2
disposal of other Wz =88 (f7:39)
investment (note 9) 17,119 =
Net loss on disposal HEME  BEREEZ
of property, plant and BEFE
equipment (2,208) -
Net foreign exchange SNE R (ER) /M F 8
(loss)/gain (6,444) 3,455
Others Hth 515 -
132,451 6,470
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5 Profit before taxation

Profit before taxation is arrived at after charging:

5 BREADEF

BRI ATE MR A T IRAREH ¢

For the six months
ended 30 June
BZXB=1THIL~EAR

2012 2011
—E-C-F —E——F
RMB’000 RMB’000
ARETR ARETT
(@) Finance costs (@) BMBRA
Interest expense on bank loans  $RITEFH EBIX 86,726 25,749
Interest on convertible AR ERZFIE
bonds (note 16) (Ki:%16) 46,499 46,861
Bank charges RITER 2,534 1,913
135,759 74,523
For the six months
ended 30 June
HEAB=1THILAEAR
2012 2011
—E-CF —T——f
RMB’000 RMB’'000
AR®T R ARETT
(b) Other items (o) HAEH
Amortisation By 989 1,361
Depreciation neE 49,090 36,833
Operating leases charges MEKEHREER
in respect of properties
- minimum lease payments —&IEREHE 108,278 85,948
~ contingent rents ik 237,141 213,326
345,419 299,274
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6 Income tax

6 FriSw

For the six months
ended 30 June
BZEAA=THLAEAR

2012 2011
—E--F —T——fF
RMB’000 RMB’000
ARET T AREFT
Current tax REHE
Hong Kong profits tax BBNET 43,587 41,622
Mainland China income tax B A TSR 99,357 105,668
Taiwan and Macau BB RRF G
income taxes 590 1,112
Sub-total et 143,534 148,402
Deferred taxation ERERIE 13,087 (1,684)
157,521 146,718

The provision for Hong Kong Profits Tax is
calculated by applying the estimated annual effective
tax rate of 16.5% (2011: 16.5%) to the six months
ended 30 June 2012.

Taxation for other overseas subsidiaries is similarly
calculated using the estimated annual effective rates
of taxation that are expected to be applicable in the
relevant countries or jurisdictions.

EBNEHBENRBEE_S—=F
NAZHBHLEABAFRAGFIEREE
BRI E16.5% (ZZF——4 : 16.5%)

o
=L
al =+ °

R - BigSNHE AR ZHIAT)
1R A E P RO AR RE B K X A
B2 FEERRKRGTHE
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7 Earnings per share
(a) Basic earnings per share

The calculation of basic earnings per share of the six
months ended 30 June 2012 is based on the profit
attributable to equity shareholders of the Company
of RMB562,656,000 (six months ended 30 June
2011: RMB447,944,000) and the weighted average
of 4,397,644,932 ordinary shares (six months ended
30 June 2011: 4,397,210,098 ordinary shares) in
issue during the interim period.

(b) Diluted earnings per share

The calculation of diluted earnings per share amount
for the six months ended 30 June 2012 is based on
the profit attributable to equity shareholders of the
Company of RMB607,933,000 and the weighted
average of 4,914,657,443 ordinary shares, adjusting
for the effects of conversion of United States Dollar
(“USD”) Settled Senior Unsecured Zero Coupon
Convertible Bonds due 2012 (the “2012 Convertible
Bonds”) and conversion of Hong Kong Dollar (“HKD”)
Settled 2.5% Convertible Bonds due 2015 (the “2015
Convertible Bonds”).

The calculation of diluted earnings per share amount
for the six months ended 30 June 2012 has not
included the potential effects of the deemed issue of
shares under the Company’s share option scheme
for nil consideration as it has anti-dilutive effects
on the basic earnings per share amount during the
interim period.

Hengdeli Holdings Limited
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The calculation of diluted earnings per share amount
for the six months ended 30 June 2011 is based on
the profit attributable to equity shareholders of the
Company of RMB447,341,000 and the weighted
average of 4,419,074,295 ordinary shares, adjusting
for the effects of conversion of the 2012 Convertible
Bonds and the effect of deemed issue of shares
under the Company’s share option scheme for nil
consideration.

The calculation of diluted earnings per share
amount for the six months ended 30 June 2011
has not included the potential effects of the deemed
conversion of the above mentioned the 2015
Convertible Bonds into ordinary shares as it has
anti-dilutive effects on the basic earnings per share
amount during the interim period.

(i) Profit attributable to equity shareholders of
the Company (diluted)

BHE-_Z——FXA=1THLERN
BAZEREZTRBF IREARA
ARNDIFTAEAEMLERANARE
447,341,0007T K& & i A% A0 15 iR
204,419,074,2950% L@ Rt E - I
BUZE——FARRERFZ L%
ERRARRA R ERETE TATRE
RAEBITAR (D 2 BB AR -

BE_ZT——F R A=+tHIXEA
ZEREERN S ENEBE
?ﬁ?ﬁ)@i?ﬁtt:%*ﬂi—ﬁﬁﬁﬁﬁ%
REEBZEETZE - WIRNEY
= Eﬁﬁﬂfﬁtﬂxgzﬁﬁﬂﬁgﬁﬂﬁ&%

-

%5/;

() Z=DFRMGEEAEMERF (#
#)
For the six months
ended 30 June
BERA=THLEREAR

2012 2011
—E-CF 2
RMB’000 RMB’000
AR®TR AREFT
Profit attributable to equity B8 A
shareholders (basic) (ER) 562,656 447,944
Effect of effective interest ARRES 8 EEKEHH
on the liability component LERNE 22
of convertible bonds 46,499 1,203
Effect of gains recognised AR B 0714 T AR ER
on the derivative component 2 EfERMEZ FE
of convertible bonds (1,222) (3,015)
Effect of exchange loss HikES A EAKEHD
recognised on the liability ZEHRERERELYE
component of convertible
bonds - 1,209
Profit attributable to equity BB AR
shareholders (diluted) (#%) 607,933 447 341
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(i) Weighted average number of ordinary
shares (diluted)

(i) HBERINEFHH(BF)

For the six months
ended 30 June
HEAA=ZTHLEAEA

2012 2011
—g-=f —2—F
RMB’000 RMB’000

ARBTR ARET T

Weighted average number @R IET S (EA)
of ordinary shares (basic)

Effect of conversion of HRBRES 2 E
convertible bonds

Effect of deemed issue of RARFERR ST
shares under the Company’s ~ AZREEEZITIRN
share option scheme 2
for nil consideration

4,397,644,932  4,397,210,098

517,012,511 12,206,760

- 9,657,437

Weighted average number BB nE T
of ordinary shares (diluted) (#%)

4,914,657,443  4,419,074,295

8 Fixed assets
(a) Additions and disposals

During the six months ended 30 June 2012, the
Group made a prepayment of RMB77,220,000 for
acquiring a property in Shanghai for administrative
purpose and carried out certain decoration and
construction projects with the total costs of
approximately RMB53,140,000.
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(b) Valuation

The investment properties are located in
Shenzhen, Wuhan and Urumgi in Mainland China
and Taipei in Taiwan, and are rented out under
the terms of operating leases. The fair value of
the investment property as at 30 June 2012,
as determined by reference to recent market
transactions of comparable properties, amounted
to RMB351,526,000 (31 December 2011:
RMB350,000,000). Rental income of RMB3,733,000
was received from leasing the investment properties
during the six months ended 30 June 2012 (six
months ended 30 June 2011: RMB2,350,000).

9 Interest in associates

(b) 1EE
BEWMETINA R BERLZEY - &
ERSEAREURAEZEI - AR
Breafsgrtfl R —=
FRNA=1TH E2EALEME
BEZMBREGMETZREME
AR B A AR ¥351,526,0007t( =
T——&+_-_f=+—8: AR¥
350,000,0007T) - REIE =T — =4
NA=THLEARNEARERENMEZ
e WA B ARES, 733,000t (B E
—2——FXA=+HIEANEAAR : A
R#2,350,0007T) °

9 REELATzEDS

Proportion
Form of of ownership Issued/
business Place of interest held registered Principal
Name of associate structure establishment by the Group capital activities
A5E
KA
E35 Y fiek B/
BENRAR 8 HUBE i) iftha  EEXE
Ming Fung Jewellery Incorporated Cayman Islands 16.27% HKD43,660,273 Sales and distrioution
Group Limited® of jewelleries and
watches
HEREsE iR R2HS 1527% 43660273 HERAHKE
BRAR kF&
Harvest Max Incorporated British Virgin 40% HKD160,000 Sales and distrioution
Holdings Limited™ [slands of jewelleries and watches
SRERERA A" AR ARRRBS 40% 16000087  HERAHAKE
kF&
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On 13 April 2012, the Group completed an equity
exchange transaction with Ming Fung Jewellery Group
Limited (“Ming Fung”), a company listed on the Stock
Exchange, pursuant to which the Group sold its equity
interest in OMAS International S.A. and its subsidiary
(“OMAS”) to Ming Fung in exchange for 666,666,667
of Ming Fung’s newly issued shares (the “Consideration
Shares”), representing approximately 15.44% of the
issued share capital of Ming Fung as enlarged by
the issue of the Consideration Shares. Upon the
completion of this transaction, the Group became

Ming Fung’s largest shareholder at that time.

In 2011, the Group acquired 10% equity interest of
Harvest Max Holdings Limited (“Harvest Max”). On 3
April 2012, the Group completed the acquisition of an
additional 30% equity interest in Harvest Max. Upon

*x

=

>1HIF d H

T—_FNWA+=B" KxKE
B B2 B 22 P 7 9 A B8R B R
HEERAR([ALE )z KREE
BRZ 5 Bt AKREEHEER
OMAS International S.A.ZEKEA
AI(TOMAS ) Z B& #& T B3 & A # Y
666,666,667 1% B & 7 2 1T ([ K&

2
"

B 1) « G PR B BT R B ARG i
AZBBEITRALN15.44% - KR 5

TR ARBRRAEE
BRIR -

R R AR

R=-F——%F  AEEFHFLEZER
BRRR(TEE]) 10% 2k - —F
——H#MA=R " AEEEXRERE
it 2 BYN30% A HE By 2 AP UL EE o SEAK

the completion of this transaction, the Group held LR S1& - NEEFHLEHE40% 2
40% equity interest in Harvest Max. f&#E o
10 Other financial assets 10 HiBiigEE
At 30 June At 31 December
2012 2011
R-B——F RZZT——F
~A=tA +=ZA=1+—H
RMB’000 RMB’000
ARETR AREFT
Prepayment in respect BHRKEREAR
of the acquisition ZBNFIE
of subsidiaries 312,940 434,000
312,940 434,000
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11 Inventories 11 BE&

Inventories in the consolidated statement of financial ~REREEFBHRAR 2 FEBE

position comprise:

At 30 June At 31 December

2012 2011

R-E--§ RZT—F

~A=+H +ZA=1+—H

RMB’000 RMB’000

ARETR AREFTT

Raw materials R 22,078 25,490
Work in progress T2 21,972 38,937
Finished goods BUPK G 5,453,132 4,456,870
5,497,182 4,521,297

12 Trade and other receivables

12 EWE SR E  EEWFIE

At 30 June At 31 December

2012 2011

R-ZEB-—F RZIT——F

AA=+H +ZA=+—H

RMB’000 RMB’000

ARET T AREFTT

Current KA 619,324 684,850

Less than 1 month past due LR —(EA 54,695 63,384

1 to 3 months past due BH—Z={EA 6,908 11,186
More than 3 months but less  BHBB=AABRIR+=FA

than 12 months past due 3,372 25,996

More than 12 months past due  #EiBB+ {8 A 1,645 3,833
Trade debtors, net of allowance [EUE H1ETE « MR RZHREE

for doubtful debts 685,944 789,249

Prepayments and other TN IR R E A FEUGRIE
receivables 410,415 325,652
1,096,359 1,114,801
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All of the trade and other receivables are expected

to be recovered within one year.

Customers are normally granted credit terms of
not more than 70 days depending on the credit

worthiness of individual customers.

13 Cash and cash equivalents

As at 31 December 2011 and 30 June 2012,
all the Group’s cash and cash equivalents in the
consolidated statement of financial position and
the condensed consolidated cash flow statement

represents cash at bank and cash in hand.

14 Trade and other payables

P FE U E 5 B SN H At e W SR IR

IR —FAYE -

—RETEPZER

HTE#B70H

BIEREP ZEEME °

13 RERREEEY

RZE——F+=ZA=
AR E SRR

——FXA=+A8"

+—BE=F

REERARAEREREREINZAA
AEERS KRS EEBMEFNRT

ZBEERFHERE o

14 ENEIRAREENSTE

At 30 June At 31 December
2012 2011
RIBE-—F RIT——F
AA=+H +ZA=1+—H°
RMB'000 RMB’000
AR®F ARETT
Within 1 month —fEAR 821,173 1,145,643
Over 1 month but less BE—EABLR=MEA
than 3 months 243,432 183,391
Over 3 months but less BE=EARIH+ @A
than 12 months 24,316 16,066
Over 1 year il 8,979 31,971
Total creditors and bills ERAERENREESR
payables 1,097,900 1,377,071
Other payables and Hfth IR R B AT B A
accrued expenses 140,039 349,463
Advance receipts BWEFFE
from customers 34,013 32,335
1,271,952 1,758,869
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15 Bank loans

15 RBITEX

At 30 June At 31 December
2012 2011
R=B-=F RZT——F
AA=+H +ZA=1+—8©
RMB’000 RMB’000
ARETR ARETTT
Current BER

— secured bank loans —BIRFRITER 14,325 13,000
~ unsecured bank loans —EFRIRITER 2,477,898 2,028,923
2,492,223 2,041,923

Non-current JEENHR
~ secured bank loans —BERRITER 153,623 157,149
— unsecured bank loans — AR TER 591,465 63,031
745,088 220,180

At 30 June 2012, the banking facilities of certain
subsidiaries were secured by mortgages over their
land and buildings with an aggregate carrying
value of RMB255,790,000 (831 December 2011:
RMB253,148,000).

16 Convertible bonds
(i) The 2012 Convertible Bonds

On 24 August 2007, the Company issued the 2012
Convertible Bonds with an aggregate principal
amount of RMB1,150,000,000. The subscription
amount payable in respect of each RMB1,000,000
principal amount of the Bonds is approximately
USD132,282. The 2012 Convertible Bonds are listed
on Singapore Exchange Securities Trading Limited.

F*E—:iﬁﬁ:+5 & T KB
ARRIZBRITEEHREREES XA
R#255,790,0007c( =& ——F+=
R=+—H : AK¥253,148,0007T)

2 T RAEFIR B EE IR o

16 AR ES

() —E——FuBEKRES
RZZEZLFENA-+TIAE @ AR
%ﬁf—f:ET@%%%~$$w
%8 & A R #1,150,000,0007T ° &%
N4 58 AR #1,000,0007T 2 7] # &
B 2 ENREBRIBL A132,2825%
JL o — T — —FaRRESENH N
BHERHMERAR LT ©
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The movement of the liability component and &HZE—_T——_F-A=1+HIEA
embedded financial derivatives of the 2012 ZZZT——Fa#KRESFZBEEH
Convertible Bonds for the six months ended 30 &HBRARNESEITETAZEEENEH

June 2012 is set out below: FIINR
Embedded
Liability financial
component derivatives Total
BARN R
=Ry PTETE st
RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT
As at 31 December 2011 R-ZT——4F
+=-—A=+—H 47,208 1,222 48,430
Interest charged during HAEHERE
the period (note 5(a)) (Ki7E5(a) 1,273 - 1,273
Changes in fair value HARABEES
during the period (HiaE4)
(note 4) - (1,222) (1,222)
As at 30 June 2012 R-T—=F
NA=1H 48,481 - 48,481
No conversion, redemption or purchase and #HEZ-Z——FXA=+HIL/ A

cancellation of the 2012 Convertible Bonds has A @ W&t « BOEE RiFHE =
occurred during the six months ended 30 June T—=Fr[#RES -

2012.

(ii) The 2015 Convertible

Bonds

(i) —FE—FFTRRES

On 20 October 2010, the Company issued the 2015 RZ-ZT—FF+A=+H ' XA A
Convertible Bonds in the aggregate principal amount  {T=Z— RAFAIMRES - N B
of HKD2,500,000,000. The 2015 Convertible Bonds /£2,500,000,000 L — T —AHF
are listed on Singapore Exchange Securities Trading ~ AJ#RREF R IIEFHFR 5T ER

Limited.
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The movement of the liability component and the
equity component of the 2015 Convertible Bonds

BE—ZT——FRA=1THLAXE
H —ZE-RFAHBRRESBER

for the six months ended 30 June 2012 is set out 3 RAEZm D 2 EBIFREHNT
below:
Liability Equity
component  component Total
=N = met
RMB’000 RMB’000 RMB’000
AREBTFT ARETTT AREETTT
As at 31 December 2011 RZ=ZT——4
+=-—A=+—H 1,982,161 60,412 2,042,573
Interest charged during HAETHEAFIE
the period (note 5(a)) (KiE5(a) 45,226 - 45,226
Interest paid during HABEAFLE
the period (25,476) - (25,476)
Foreign currency HNIE H AR =R
translation difference 11,186 - 11,186
As at 30 June 2012 RZT—=4F
NA=TH 2,013,097 60,412 2,073,509

No conversion, redemption or purchase and
cancellation of the 2015 Convertible Bonds has
occurred during the six months ended 30 June

2012.

17 Provisions

In respect of acquisition of the Ming Fung’s equity
interest in 2012 (see note 9), the Group has
committed to make further payment to Ming Fung,
if the profit target for OMAS as set forth in the

relevant agreement is not achieved.

In addition, upon the acquisition of Harvest Max’s
30% equity interest (see note 9),
committed to make additional payment to the

the Group

shareholder of Harvest Max if the net profit target
for Harvest Max as set forth in the share purchase
agreement is achieved.

BE_Z——FXA=1THIERE
Ao sk BoREE RaEE
T-RFAHBRES °

17 BE

EEN T —FWRIEMNR 2R
(RWE9) » AEBE A (WEH
A 17 35 51| {OOMASFI ) B 42 3f ok i

B ARBEEBXNFETHE -

ik Sh - U R B B930% A% 1 1& ( BB
i9) - AEEE AR - WEBRIGE
IS HENE B RFRER - AE

BRI RIE T ER AR -
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Both of these contingent payments will be due after
one year and were recorded based on management’s
best estimation on the probabilities of whether
these profit targets will be achieved or not and the

MG SR ATRIAR N —F &I
YiZREEBHZENEEEERE
BEREZEBRENBHTENAELEL
REfGARRHE -

respective payment amounts as per the relevant

contractual agreements.

18 Capital, reserves and dividends

(a) Dividends
(i)

interim period.

(i)

No interim dividend was declared after the

Dividends payable to equity shareholders of the
Company attributable to the previous financial
year, approved and paid during the interim
period, are as follows:

18
(@

R HERRE
K2
A EARR R I B R AR o

EEE B E B A B R ]
HRIRN Z BN AR RRNDEFE
ABRET

(ii

For the six months

ended 30 June
BZAA=tHILAEA
2012 2011
—E--F —T——F
RMB’000 RMB’000
AR®F ARETT
Final dividend in respect of BB B E R
the previous financial year, 2 FEMHER 2 REIRE
approved during the FRAR0.0647T
following interim period, (Bz=—T—F
of RMB0.064 per share ANAZTHLERER
(six months ended FRARK0.0427T)
30 June 2011:
RMBO0.042 per share) 281,487 184,665

(b) Purchase of own shares

During the period ended 30 June 2012, a total
of a 4,800,000 shares were repurchased on the
Stock Exchange at an aggregate price paid of
HKD10,288,000 (RMB equivalent: 8,377,000) which
includes related expenses of HKD35,000 (RMB

equivalent: 29,000).

Hengdeli Holdings Limited
FENERARAR

(b) HBER G

HE-_ZT——&#A=+81LH
R A $£4,800,0000% % 17 FA B 32 BT
410,288,000/ Jo( #H & M A R #&
8,377,0007T) Z & (BHEE « ZEEE
FEHE R B 35,0008 T (HHERAR
#29,0007T ) °



19 Share-based payments

No share option was exercised during the six
months ended 30 June 2012 (31 December 2011:
1,755,000 share options).

20 Acquisition of subsidiaries and
business

On 1 January 2012, the Group acquired the retail
business of a local third party, which is principally
engaged in retail of watches and clocks in Mainland
China. During the six months ended 30 June 2012,
this business acquired contributed revenue of
RMB4,393,000 and profit of RMB839,000 to the
Group’s result.

On 1 April 2012, the Group acquired the retail
business of a local third party, which is principally
engaged in retail of watches in Mainland China, for
a cash consideration of RMB148,560,000. In the
three months ended 30 June 2012, this business
acquired contributed revenue of RMB25,274,000
and profit of RMB2,149,000 to the Group’s result.

Goodwill in respect of these acquisitions of
RMB105,786,000 in the consolidated statement
of financial position as at 30 June 2012 has been
determined on a provisional basis as the Group
is still in the process of identifying and obtaining
independent valuation to assess the fair value of the
identifiable assets acquired. The goodwill may be
adjusted upon completion of the initial accounting.

21 Disposal of subsidiaries

In September and October 2011, the Group entered
into two contractual agreements, pursuant to which,
the Group agreed to sell its equity interest in OMAS
(see note 9) and another PRC subsidiary.

19 DR AERZ
BE_ZT——F~NA=1tHItAMAE
B HERREETFE(ZE——F
+=A=+—8 : 1,755,000 & %
) o

20 WHEMEARR X

R-ZE——"F—A—HB AEEWE
EHE=N(TEETRAMBIEEE
BREEINZTEXK -BE-_T——
FRA=ZTHILERER  ZEEH
EBRAEREBEERMbEEARRE
4,393,0007T & i |l A K #839,000
T o

RZZE—Z—FMWA—H N&EENUR
& 8 A R %148,560,0007T Y i &
WE=F(FEEFENREFET
EVNTEER -HE-T——F~A
=+RIE=[A ZEESNEBEA
& B %45 B Bk es A R 625,274,000
7 Ko I AR #62,149,0007T °

R-B——FRNA=+TENGEEH
BN EAZFRENEEARE
105,786,0007T B 12 & fE E£ AEE E -
REARKREBDESKREFBILM
ERFHEWRERN A B EENR
RE - BHEANRERNTSEET
PRAZ(EHIFEEE o

21 HEMBALATR
R=ZF—FNAR+A  AEEFT
VYREANRE Bt AEERE
HEHEROMAS (R KB —K
AR EIH B A B 2 ARAE ©
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During the six months ended 30 June 2012, these
transactions were completed and gains on disposal
of subsidiaries totalling RMB122,247,000 were
recognised in profit or loss for the current interim
period.

HE-_ZT— - XA=+tHLEAE
A ZERSHETK - HEHBRF
2 WA HEARBE122,247,000T B
RS BRERRE 2 B P RERR o

22 Capital commitments 22 BAREE
At 30 June At 31 December
2012 2011
RZB-—F RZZT——F
AA=tHB +=ZRA=f+—H
RMB’000 RMB’000
AR¥ETR AREFIT
Contracted for EEES 189,972 =
189,972 -

23 Related party transactions

The Group has transactions with a jointly controlled
entity and a company controlled by an associate.
The following is a summary of principal related
party transactions carried out by the Group with the
above related parties for the periods presented.

Recurring Transactions

23 BEELTRS
REFESL AR EHZ AT RBL
NREEH—RARETRS « K&
EE RSN EMMEET
ZRE T SEMRMT -

BEMXE
For the six months

ended 30 June
BEXA=THLAEA

2012 2011
—E--F —T——F
RMB’000 RMB’'000
AR®TR ARETT
Lease expense to: TRHFTFIALZHEEER :
A jointly controlled entity =N 5,888 4,433
Sales of goods to: BFFIATHEERZHER !
A subsidiary of an associate ~ EEE AR ZHBAR 18,574 =
Purchase of goods from: BTHATREE R REE
A subsidiary of an associate  EtE AR ZINE AR 8,163 =
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