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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take 
no responsibility for the contents of this announcement, make no representation as to its accuracy or 
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or 
in reliance upon the whole or any part of the contents of this announcement.

Xtep International Holdings Limited
特步國際控股有限公司

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 1368)

2012 INTERIM RESULTS ANNOUNCEMENT

The Board of Directors (the “Board”) of Xtep International Holdings Limited (the “Company”) is pleased 
to announce the interim results of the Company and its subsidiaries (together referred to as the “Group”) 
for the six months ended 30 June 2012. This announcement, containing the full text of the 2012 Interim 
Report of the Company, complies with the relevant requirements of the Rules Governing the Listing of 
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) in relation to information 
to accompany preliminary announcements of interim results. The printed version of the Company’s 
2012 Interim Report will be delivered to the shareholders of the Company and will be available 
for viewing on the websites of Hong Kong Exchanges and Clearing Limited at www.hkexnews.hk  
and of the Company at www.xtep.com.hk.
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OPERATING PROFIT (RMB MILLION) (1H 2012)

593.8

INTERIM DIVIDEND PER SHARE (HK cents) (1H 2012)
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NUMBER OF XTEP OUTLETS (1H 2012)

7,603

Notes:
1)	 The calculation of basic earnings per Share is based on the profit attributable to ordinary equity holders of the Company divided by the 

weighted average number of ordinary shares in issue during the relevant period.
2)	 Return on average total equity holders’ equity is equal to the profit for the period divided by the average of opening and closing total 

equity holders’ equity.
3)	 The calculation of gearing ratio is based on the total borrowings divided by the sum of share capital and reserves of the Company at 

the end of the period.
4)	 The calculation of net asset value per Share is based on the total number of Shares in issue after the Company’s listing on the main 

board of the Hong Kong Stock Exchange and at the period.

+1
.4%

2,5
70
.3

5.0

2012 2011 2010 2009 2008 2012 2011 2010 2009 2008

2012 2011 2010 2009 2008 2012 2011 2010 2009 2008

2012 2011 2010 2009 2008 2012 2011 2010 2009 2008



24   / 2525

Corporate  
Information

Board Of Directors

Executive Directors
Ding Shui Po (丁水波) (Chairman) 
Ding Mei Qing (丁美清) 
Lin Zhang Li (林章利) 
Ding Ming Zhong (丁明忠) 
Ye Qi (葉齊) 
Ho Yui Pok, Eleutherius (何睿博)

Non-executive Director
Tan Wee Seng (陳偉成)

Independent non-executive Directors
Sin Ka Man (冼家敏) 
Xu Peng Xiang (許鵬翔) 
Gao Xian Feng (高賢峰)

Board Committees

Audit Committee
Sin Ka Man (冼家敏) (Chairman) 
Xu Peng Xiang (許鵬翔) 
Gao Xian Feng (高賢峰)

Remuneration Committee
Xu Peng Xiang (許鵬翔) (Chairman) 
Gao Xian Feng (高賢峰) 
Ding Mei Qing (丁美清)

Nomination Committee
Ding Shui Po (丁水波) (Chairman) 
Xu Peng Xiang (許鵬翔) 
Gao Xian Feng (高賢峰)

Company Secretary
Ho Yui Pok, Eleutherius (何睿博) FCA, FCPA

Authorised Representatives
Ding Shui Po (丁水波) 
Ho Yui Pok, Eleutherius (何睿博)

Registered Office
Cricket Square, Hutchins Drive 
P.O. Box 2681, Grand Cayman KY1-1111 
Cayman Islands

Head Office In The PRC
Economic and Technical Development Zone 
Quanzhou City, Fujian Province PRC 362000

Principal Place Of Business  
In Hong Kong
Suite 2401-2, 24/F, Shui On Centre 
6-8 Harbour Road, Wanchai, Hong Kong

Legal Adviser As To Hong Kong Laws
Orrick, Herrington & Sutcliffe

Auditors
Ernst & Young

Cayman Islands Principal Share 
Registrar And Transfer Office
Butterfield Fund Services (Cayman) Limited 
Butterfield House, 68 Fort Street, P.O. Box 705,  
Grand Cayman KY1-1107, Cayman Islands

Hong Kong Branch Share  
Registrar And Transfer Office
Computershare Hong Kong  
  Investor Services Limited 
Shops 1712-1716,
17th Floor, Hopewell Centre,  
183 Queen’s Road East,  
Wanchai, Hong Kong

Principal Bankers
Agricultural Bank of China 
Bank of Communications 
China Construction Bank 
China Merchants Bank 
China Minsheng Bank 
Hang Seng Bank 
Industrial Bank

Investor Relations Consultants
Porda Havas International Finance 
  Communications Group
Aries Consulting Limited

Company Website
www.xtep.com.hk



25 Xtep International Holdings Limited   /   Interim Report 201225



26   / 2727

Cautionary Statement Regarding Forward-looking Statements
This Interim Report contains certain forward-looking statements with respect to the financial condition, results 
of operations and business of Xtep International Holdings Limited and its subsidiary (collectively the “Group”). 
These forward-looking statements represent the Group’s expectations or beliefs concerning future events and 
involve known and unknown risks and uncertainties that could cause actual results, performance or events to 
differ materially from those expressed or implied in such statements. Certain statements, that include wordings 
like “potential”, “estimated”, “expects”, “anticipates”, “objective”, “intends”, “plans”, “believes”, “estimates”, 
and similar expressions or variations on such expressions may be considered “forward-looking statements”. 
Forward-looking statements involve inherent risks and uncertainties. Readers should be cautioned that a number 
of factors could cause actual results to differ in some instances materially, from those anticipated or implied in any 
forward-looking statement. Forward-looking statements speak only as of the date they are made, and it should not 
be assumed that they have been reviewed or updated in the light of new information or future events. Trends and 
factors that are expected to affect the Group’s results of operations are described in the sections of “Chairman’s 
Statement”, “Business Review” and “Financial Review”.

Operating Profit +5.2%  
to approximately RMB593.8 million

Gross Profit Margin maintained
at approximately 40.9%

Profit attributable to Shareholders +0.3%  
to approximately RMB467.8 million

Proposed interim dividend per Share +1.5% to HK13.2 cents
Payout ratio : 	 50.3%

Financial 
Highlights

Total Revenue +1.4%  
to approximately RMB2,607.3 million
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Cash Inflow From  
Operating Activities  
increased to approximately 
RMB733.8 million



Financial 
Highlights
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XTEP BRAND - REVENUE BREAKDOWN BY PRODUCT CATEGORY
For the six months ended 30 June

Revenue (RMB’ Million)
As a Percentage

of Revenue (%)

	 2012 	 2011 	 Change (%) 	 2012 	 2011

Footwear 	 1,188.9	 1,052.2	 +13.0	 46.0	 42.9
Apparel 	 1,350.4	 1,357.6	 -0.5	 52.2	 55.4
Accessories 	 45.8	 42.4	 +8.0	 1.8	 1.7

Total 	 2,585.1	 2,452.2 	 +5.4 	 100.0 	 100.0

Xtep Brand 
Gross Profit Margin (1H 2012)  
41.1% +0.2 percentage point
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Xtep Brand Revenue (1H 2012) 
RMB2,585.1 million +5.4%
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Ding Shui Po
Chairman
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We built our strength through 
sustainable strategies

Dear Shareholders,

On behalf of the Board, I am pleased to present the unaudited interim results of the Group for 
the six months ended 30 June 2012 which were reviewed by our independent auditors and our 
audit committee.

FOREWORD
X-Ceptional Decade
2012 marks the 10th anniversary of the Xtep brand. In the past decade, we have successfully 
established the Xtep brand as a creator of distinctive and innovative fashion sportswear products 
which are stylish, trendy and functional. Our unique marketing strategy of combining sports 
and entertainment sponsorships has proven to be a great success and the Xtep brand is clearly 
positioned and differentiated from its competitors. We have developed a highly diversified portfolio 
of both footwear and apparel products in order to satisfy the different needs and changing tastes 
of consumers. Furthermore, we have established extensive nation-wide distribution channels 
covering the mass market of 2nd to 4th-tier cities. 

Despite our successes, we are still a relatively young brand, and we are well aware of many 
challenges that lie ahead. However, I believe that we are well prepared and have built a solid 
foundation that will allow us to overcome future obstacles in order to make us stronger over the 
next decade and beyond.

STRATEGY OVERVIEW
The continued weakness of the US economy, the debt crises of several European nations, and the 
dampened growth of the PRC economy have all contributed to a harsh operating environment. 

The PRC’s sporting goods industry and the general retail market sentiment have also been 
depressed. Faced with issues such as fierce competition, a slowing consumption growth rate, 
increasing operating costs and the high level of excessive inventory in the retail channels, we 
have meticulously reviewed our processes and strategies, and determined that under such 
conditions, we must deploy resources in order to bolster and further enhance three key areas, 
namely: (i) Branding; (ii) Products; and (iii) Channels.

Chairman’s
Statement
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Further Brand Strengthening
The Xtep brand is built upon its unique dual marketing 
strategy of combining entertainment and sports 
sponsorships, which fully targets a group of young and 
energetic customers. As sports and exercise are being 
increasingly advocated in the PRC, the perception of 
sports for the general public has turned from being 
professional and competitive towards being a healthy 
lifestyle choice. Therefore, we believe that there is a high 
potential market for casual sports and healthy lifestyle 
products.

Our popular marketing slogan of “Love Running, Love 
Xtep” and sponsorships of numerous international 
marathons have firmly established Xtep as a popular 
runner’s choice for customers when choosing running 
related products. During the London 2012 Olympic 
Games, we were proud to sponsor our new sports 
spokesperson Mr. Justin Gatlin, who triumphantly won 
the bronze medal in the final of the men’s 100 metre 
track event wearing a pair of specially designed Xtep 
competition shoes. We also sponsored the China 
National Women’s Synchronized Swimming Team, who 
for the first time in Olympic history, won medals for 
their country, claiming a silver medal in the team event 
and a bronze medal in the duet event.

Meanwhile, to establish a unique trendy sportswear brand 
image to our customers, we adopted an entertainment 
marketing approach such as title sponsorship on one 
of the most popular PRC entertainment programmes 
“Progressive Daily (天天向上)” on the Hunan satellite 
channel, airing various TV commercials and arranging 
concert tours for our famous Xtep brand’s celebrity 
spokespersons.

These sponsorships and marketing activities continued 
with Xtep’s branding strategy, which successfully 
enhanced brand positioning and further captured the 
imaginations of our target customers.

Chairman’s
Statement

Clear Product Focus
Xtep’s products are focused on the quality of comfort and 
style. We are based on this principle to develop a highly 
diversified portfolio of performance sports apparel and 
footwear products, which cater to the different needs 
of consumers. Our range is centred on the two major 
categories of “Running” and “Trendy lifestyle sport”. 
During the period, we increased the proportion of our 
running footwear products to complement our marketing 
efforts in order to reinforce Xtep as the runner’s choice.

Furthermore, we believe that customers are increasingly 
infusing sports into their daily lives as they pursue healthy 
lifestyles. They are looking for comfortable materials 
and stylish designs, and Xtep’s products are created to 
fulfil these desires. Hence, we are providing lifestyle 
sportswear and look to extend that into casual related 
products such as the “X-TOP” series. Our strategy is to 
provide more flexibility in product ranges, which is not 
only for sports related products. 

Design plays an integral part in the success of Xtep 
products. While we constantly strive to develop 
products that are fashionable and stylish, coupled with 
the quality of comfort and functionality, we believe that 
we should never rest on our laurels. During the period, 
we proactively recruited a number of talented designers 
from England and South Korea to further improve our 
competitiveness in this area.
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SHARE OPTION SCHEMES

Pre-IPO Share Option Scheme
The Company has adopted the Pre-IPO Share Option Scheme on 7 May 2008 for the purpose of giving its 
employees an opportunity to have a personal stake in the Company and motivating its employees to optimize their 
performance and efficiency, and retaining its employees whose contributions are important to the long-term growth 
and profitability of the Group. Options to subscribe for an aggregate of 19,000,000 Shares were granted on 7 May 
2008. The exercise price per Share is HK$3.24, being a discount of 20% to the global offering price. No further 
options would be granted under the Pre-IPO Share Option Scheme on or after the Listing Date. All options granted 
under the Pre-IPO Share Option Scheme may be exercised during the option period commencing from the end of 
twelve months after the Listing Date to the date falling 10 years from the offer date of the options and can only be 
exercised in the following manner:

Exercise period	 Maximum percentage of options exercisable

Anytime after the first anniversary of the Listing Date	 30% of the total number of options granted
Anytime after the second anniversary of the Listing Date	 30% of the total number of options granted
Anytime after the third anniversary of the Listing Date	 40% of the total number of options granted

Details of the share options granted under the Pre-IPO Share Option Scheme as at 30 June 2012 are as follows:

Name	 Outstanding as at 1 January 2012	 Outstanding as at 30 June 2012

Directors
Mr. Ye Qi	 1,500,000	 1,500,000
Mr. Ho Yui Pok, Eleutherius	 1,000,000	 1,000,000

Employees
In aggregate	 14,265,000	 14,265,000

Total	 16,765,000	 16,765,000

No options granted under the Pre-IPO Share Option Scheme were exercised, lapsed or cancelled during the six 
months ended 30 June 2012.

Share Option Scheme

The Company has adopted the Share Option Scheme on 7 May 2008 for the purpose of motivating eligible persons 
to optimize their future contributions to the Group and/or reward them for their past contributions, attracting and 
retaining or otherwise maintaining on-going relationships with such eligible persons who are significant to and/or 
whose contributions are or will be beneficial to the performance, growth or success of the Group.

The maximum number of Shares which may be issued upon exercise of all options to be granted under the Share 
Option Scheme and any other schemes of the Group shall not in aggregate exceed 10% of the Shares in issued 
as at the Listing Date, i.e. 220,000,000 Shares. No option may be granted to any participant of the Share Option 
Scheme such that the total number of Shares issued and to be issued upon exercise of the options granted and to 
be granted to that person in any 12-month period up to the date of the latest grant exceeds 1% of the Company’s 
issued share capital from time to time.

An option may be exercised in accordance with the terms of the Share Option Scheme at any time during a period 
as determined by the Board and not exceeding 10 years from the date of the grant. There is no minimum period 
for which an option must be held before it can be exercised. Participants of the Share Option Scheme are required 
to pay the Company HK$1.0 upon acceptance of the grant on or before 30 days after the offer date. The exercise 
price of the options is determined by the Board in its absolute discretion and shall not be less than whichever is the 
highest of:

(a)	 the nominal value of a Share;
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(b)	 the closing price of a Share as stated in the Hong Kong Stock Exchange’s daily quotations sheets on the offer 
date; and

(c)	 the average closing price of a Share as stated in the Hong Kong Stock Exchange’s daily quotation sheets for 
the five Business Days immediately preceding the offer date.

The Share Option Scheme shall be valid and effective for a period of 10 years from the Listing Date, after which no 
further options will be granted or offered.

Details of the share options granted under the Share Option Scheme as at 30 June 2012 are as follows:

					     Granted	 Cancelled	 Exercised
		  Exercise		  Outstanding	 during the six	 during the six	 during the six	 Outstanding
		  price		  as at	 months ended	 months ended	 months ended	 as at
Name	 Date of Grant	 per Share	 Exercise Period(1)(2)(3)	 1 January 2012	 30 June 2012	 30 June 2012	 30 June 2012	 30 June 2012

Directors
Mr. Ye Qi	 28 May 2010	 HK$6.00	 28 May 2012 – 	 1,000,000	 –	 –	 –	 1,000,000
			     27 May 2020
Mr. Ye Qi	 7 December 2011	 HK$2.35	 14 January 2012 – 	 3,000,000	 –	 –	 –	 3,000,000
			     13 January 2021

Mr. Ho Yui Pok, Eleutherius	 29 July 2009	 HK$4.11	 29 July 2010 – 	 1,500,000	 –	 –	 –	 1,500,000
			     28 July 2019
Mr. Ho Yui Pok, Eleutherius	 28 May 2010	 HK$6.00	 28 May 2012 – 	 1,000,000	 –	 –	 –	 1,000,000
			     27 May 2020
Mr. Ho Yui Pok, Eleutherius	 7 December 2011	 HK$2.35	 14 January 2012 – 	 6,500,000	 –	 –	 –	 6,500,000
			     13 January 2021

Mr. Tan Wee Seng	 30 March 2010	 HK$6.13	 30 March 2011 – 	 600,000	 –	 –	 –	 600,000
			     29 March 2020
Mr. Tan Wee Seng	 7 December 2011	 HK$2.35	 14 January 2012 – 	 600,000	 –	 –	 –	 600,000
			     13 January 2021

Employees
In aggregate	 29 July 2009	 HK$4.11	 29 July 2010 – 	 8,140,000	 –	 –	 –	 8,140,000
			     28 July 2019
In aggregate	 28 January 2010	 HK$5.01	 28 January 2011 – 	 500,000	 –	 –	 –	 500,000
			     27 January 2020
In aggregate	 28 May 2010	 HK$6.00	 28 May 2012 – 	 8,000,000	 –	 –	 –	 8,000,000
			     27 May 2020
In aggregate	 7 December 2011	 HK$2.35	 14 January 2012 – 	 49,900,000	 –	 –	 –	 49,900,000
			     13 January 2021

Total				    80,740,000	 –	 –	 –	 80,740,000

During the six months ended 30 June 2012, no share options were granted, exercised, lapsed or cancelled under 
the Share Option Scheme.

Notes:

(1)	 Share options granted under the Share Option Scheme on 29 July 2009, 28 January 2010 and 30 March 2010 shall vest in the grantees in 
accordance with the timetable below (for this purpose, the date or each such date on which the share options are to vest being hereinafter 
referred to as a “Vesting Date”):

Vesting Date	 Percentage of Share Options to vest

First anniversary of the Date of Grant	 30% of the total number of options granted
Second anniversary of the Date of Grant	 30% of the total number of options granted
Third anniversary of the Date of Grant	 40% of the total number of options granted
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(2)	 Share options granted under the Share Option Scheme on 28 May 2010 shall vest in the grantee in accordance with the timetable below:

Vesting Date	 Percentage of Share Options to vest

Second anniversary of the Date of Grant	 30% of the total number of options granted
Third anniversary of the Date of Grant	 70% of the total number of options granted

(3)	 Share options replaced under the Share Option Scheme on 7 December 2011 shall vest in the grantee in accordance with the timetable 
below:

Vesting Date	 Percentage of Share Options to vest

14 January 2012	 40% of the total number of options granted
14 January 2013	 30% of the total number of options granted
14 January 2014	 30% of the total number of options granted

Further details of the Pre-IPO Share Option Scheme and the Share Option Scheme are set out in note 21 to the 
financial statements.

Specific Performance Obligations on Certain Controlling Shareholders
On 25 April 2012, the Company as borrower entered into a facility agreement (the “Facility Agreement”) with 
a syndicate of eight banks which is arranged by Hang Seng Bank Limited (“HASE”) as mandated co-ordinating 
arranger and facility agent, pursuant to which a 3-year dual currency term loan facility in the principal amount of 
HK$140,400,000 and US$82,000,000 (equivalent to approximately HK$780,000,000 in aggregate) (the “Facility”) 
was made available to the Company on the terms and conditions stated therein. The Facility is guaranteed by certain 
subsidiaries of the Company.

It is provided in the Facility Agreement, among other things, that an event of default will occur if:

(a)	 Mr. Ding Shui Po is not or ceases to be the chairman of the Board.

(b)	 Mr. Ding Shui Po does not or ceases to maintain control over the management and business of the Group.

(c)	 Mr. Ding Shui Po and Ms. Ding Mei Qing (the “Majority Shareholders”) collectively do not or cease to own, 
directly or indirectly, at least 40% of the beneficial shareholding, carrying at least 40% of the voting rights in 
the Company, free from any security.

(d)	 The Majority Shareholders collectively are not or cease to be the single largest shareholder of the Company.

In case of occurrence of an event of default which is continuing, HASE may by notice to the Company (a) cancel the 
whole or any part of the Facility whereupon the whole or relevant part of the Facility shall immediately be cancelled; 
(b) declare that all or part of the Facility, together with accrued interest, and all other amounts accrued or outstanding 
under the Facility Agreement and related documents be immediately due and payable, whereupon they shall become 
immediately due and payable; and/or (c) declare that all or part of the Facility be payable on demand, whereupon 
they shall immediately become payable on demand by HASE on the instructions of the majority lenders.

As at 30 June 2012, Mr. Ding Shui Po was an executive director, the chairman and a controlling shareholder of the 
Company. Ms. Ding Mei Qing was an executive director and a controlling shareholder of the Company. Mr. Ding 
Shui Po and Ms. Ding Mei Qing owned Group Success Investments Limited as to 63.2% and 36.8%, respectively, 
and Group Success Investments Limited in turn held representing approximately 60.2% of the issued share capital 
of the Company. Mr. Ding Shui Po also had personal beneficial interests in approximately 0.52% of the issued share 
capital of the Company.
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CONDENSED CONSOLIDATED INCOME STATEMENT
Six months ended 30 June 2012

	
	 Six months ended 30 June

		  2012		 2011
	 Notes	 RMB’000		 RMB’000
		  (Unaudited)		 (Unaudited)

REVENUE	 5	 2,607,318		 2,570,274

Cost of sales		  (1,539,684	)	 (1,518,758	)

Gross profit		  1,067,634		 1,051,516

Other income and gains	 5	 22,780		 5,252
Selling and distribution costs		  (346,321	)	 (360,071	)
General and administrative expenses		  (150,250	)	 (132,440	)

Operating profit	 6	 593,843		 564,257

Net finance income	 7	 11,297		 5,230

PROFIT BEFORE TAX		  605,140		 569,487

Income tax expense	 8	 (137,652	)	 (103,275	)

PROFIT FOR THE PERIOD		  467,488		 466,212

Attributable to:
  Ordinary equity holders of the Company		  467,783		 466,212
  Non-controlling interests		  (295	)	 –

		  467,488		 466,212

EARNINGS PER SHARE ATTRIBUTABLE
  TO ORDINARY EQUITY HOLDERS OF
  THE COMPANY	 10

  Basic (RMB cents)		  21.50		 21.43

  Diluted (RMB cents)		  21.45		 21.33

Details of the dividends are disclosed in note 9 to the financial statements.
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CONDENSED CONSOLIDATED STATEMENT 
OF COMPREHENSIVE INCOME
Six months ended 30 June 2012

	
	 Six months ended 30 June

	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Unaudited)

PROFIT FOR THE PERIOD	 467,488		 466,212

OTHER COMPREHENSIVE LOSS
Exchange differences on translation of financial
  statements of overseas subsidiaries	 (1,579	)	 (2,134	)

Other comprehensive loss for the period, net of tax	 (1,579	)	 (2,134	)

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD	 465,909		 464,078

Attributable to:
  Ordinary equity holders of the Company	 466,204		 464,078
  Non-controlling interests	 (295	)	 –

	 465,909		 464,078
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CONDENSED CONSOLIDATED STATEMENT  
OF FINANCIAL POSITION
30 June 2012

	
		  30 June		 31 December
		  2012		 2011
	 Notes	 RMB’000		 RMB’000
		  (Unaudited)		 (Audited)

NON-CURRENT ASSETS
Property, plant and equipment		  314,955		 257,463
Prepaid land lease payments		  227,902		 230,376
Deposits for acquisition of land use rights		  6,261		 6,261
Intangible assets		  785		 944

Total non-current assets		  549,903		 495,044

CURRENT ASSETS
Inventories	 11	 700,923		 671,523
Trade and bills receivables	 12	 909,851		 1,205,389
Prepayments, deposits and other receivables	 13	 489,970		 533,380
Pledged bank deposits	 14	 516,658		 521,669
Cash and cash equivalents	 14	 2,765,470		 2,068,163

Total current assets		  5,382,872		 5,000,124

CURRENT LIABILITIES
Trade and bills payables	 15	 505,490		 498,874
Deposits received, other payables and accruals	 16	 207,408		 227,472
Bank borrowings	 17	 475,364		 492,027
Tax payable		  109,788		 181,831

Total current liabilities		  1,298,050		 1,400,204

NET CURRENT ASSETS		  4,084,822		 3,599,920

TOTAL ASSETS LESS CURRENT LIABILITIES		  4,634,725		 4,094,964

NON-CURRENT LIABILITIES
Bank borrowings	 17	 298,809		 –
Deferred tax liabilities	 18	 82,751		 68,751
Deferred subsidy		  114,833		 114,833

Total non-current liabilities		  496,393		 183,584

NET ASSETS		  4,138,332		 3,911,380

EQUITY
Equity attributable to ordinary equity holders 
  of the Company
Issued capital	 19	 19,199		 19,199
Reserves	 20	 4,111,114		 3,888,237

		  4,130,313		 3,907,436
Non-controlling interests		  8,019		 3,944

Total equity		  4,138,332		 3,911,380
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CONDENSED CONSOLIDATED STATEMENT  
OF CHANGES IN EQUITY
Six months ended 30 June 2012

Six months ended 30 June 2012 (Unaudited)	
	 Attributable to ordinary equity holders of the Company

	
	 Reserves

	
				   Share				  Statutory		 Share		 Exchange								    Non-
		  Issued		 premium		 Capital		 surplus		 option		 fluctuation		 Retained		 Total				  controlling		 Total
		  capital		 account		 reserve		 fund		 reserve		 reserve		 profits		 reserves		 Total		 interests		 equity
	 Note	 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000

At 1 January 2012	 	 19,199		 617,683		 118,600		 343,520		 58,653		 718		 2,749,063		 3,888,237		 3,907,436		 3,944		 3,911,380

Total comprehensive 
  income for the period		  –		 –		 –		 –		 –		 (1,579	)	 467,783		 466,204		 466,204		 (295	)	 465,909
Equity-settled share 
  option transactions		  –		 –		 –		 –		 11,580		 –		 –		 11,580		 11,580		 –		 11,580
Capital contribution from a non-controlling
   interest of a subsidiary		  –		 –		 –		 –		 –		 –		 –		 –		 –		 4,370		 4,370
2011 final dividend declared and paid	 9(b)	 –		 (254,907	)	 –		 –		 –		 –		 –		 (254,907	)	 (254,907	)	 –		 (254,907	)

At 30 June 2012		  19,199		 362,776		 118,600		 343,520		 70,233		 (861	)	 3,216,846		 4,111,114		 4,130,313		 8,019		 4,138,332

Six months ended 30 June 2011 (Unaudited)
	 Attributable to ordinary equity holders of the Company

	
	 Reserves

	
				   Share				  Statutory		 Share		 Exchange								    Non-
		  Issued		 premium		 Capital		 surplus		 option		 fluctuation		 Retained		 Total				  controlling		 Total
		  capital		 account		 reserve		 fund		 reserve		 reserve		 profits		 reserves		 Total		 interests		 equity
	 Note	 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000		 RMB’000

At 1 January 2011	 	 19,197		 1,066,696		 118,600		 279,708		 20,623		 1,043		 1,846,466		 3,333,136		 3,352,333		 –		 3,352,333

Total comprehensive 
  income for the period		  –		 –		 –		 –		 –		 (2,134	)	 466,212		 464,078		 464,078		 –		 464,078
Equity-settled share option transactions		  –		 –		 –		 –		 18,611		 –		 –		 18,611		 18,611		 –		 18,611
Capital contribution from a non-controlling 
  interest of a subsidiary		  –		 –		 –		 –		 –		 –		 –		 –		 –		 5,000		 5,000
2010 final dividend declared and paid	 9(b)	 –		 (218,104	)	 –		 –		 –		 –		 –		 (218,104	)	 (218,104	)	 –		 (218,104	)

At 30 June 2011		  19,197		 848,592		 118,600		 279,708		 39,234		 (1,091	)	 2,312,678		 3,597,721		 3,616,918		 5,000		 3,621,918
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Six months ended 30 June 2012

	
	 Six months ended 30 June

		  2012		 2011
		  RMB’000		 RMB’000
		  (Unaudited)		 (Unaudited)

NET CASH INFLOW/(OUTFLOW) FROM
  OPERATING ACTIVITIES		  733,810		 (334,864	)

NET CASH OUTFLOW FROM INVESTING ACTIVITIES*		  (66,908	)	 (775,599	)

NET CASH INFLOWS FROM FINANCING ACTIVITIES		  31,379		 18,057

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS		  698,281		 (1,092,406	)
Cash and cash equivalents at beginning of period		  2,068,163		 2,443,702
Effect of foreign exchange rate changes, net		  (974	)	 (2,108	)

Cash and cash equivalents at end of period		  2,765,470		 1,349,188

ANALYSIS OF BALANCES OF CASH AND
  CASH EQUIVALENTS
Cash and bank balances		  2,565,470		 1,312,120
Non-pledged time deposits with original maturity
  of less than three months when acquired		  200,000		 37,068

		  2,765,470		 1,349,188

*	 Net cash outflow from investing activities for the period ended 30 June 2011 included the placement of pledged bank deposit of 
RMB475,000,000. The placement of bank deposits decreased by RMB5,011,000 during the period ended 30 June 2012.
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1.	COR PORATE INFORMATION
The Company is a limited liability company incorporated in the Cayman Islands. The Company’s principal 
place of business in Hong Kong is located at Suite 2401-02, 24th floor, Shui On Centre, 6-8 Harbour Road, 
Wanchai, Hong Kong.

During the period, the Company and its subsidiaries (collectively referred to as the “Group”) were engaged 
in the design, development, manufacture and marketing of sportswear, including footwear, apparel and 
accessory products, sold mainly under the self-owned Xtep brand and other licensed brands. There were 
no significant changes in the nature of the Group’s principal activities during the period.

In the opinion of the directors, the ultimate holding company of the Company is Group Success Investments 
Limited, which was incorporated in the British Virgin Islands.

2.	 BASIS OF PREPARATION AND ACCOUNTING POLICIES
The unaudited condensed consolidated interim financial statements have been prepared in accordance 
with Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong 
Institute of Certified Public Accountants (the “HKICPA”) and with the applicable disclosure requirements of 
Appendix 16 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited 
(the “Listing Rules”).

The condensed consolidated interim financial statements do not include all the information and disclosures 
required in the financial statements, and should be read in conjunction with the annual financial statements 
for the year ended 31 December 2011.

The condensed consolidated interim financial statements have been prepared under the historical cost 
convention. The accounting policies adopted in the preparation of the condensed consolidated interim 
financial statements are consistent with those followed in the preparation of the Group’s annual financial 
statements for the year ended 31 December 2011 except as described below. In the current period, the 
Group has applied, for the first time, the following amendments (“new HKFRSs”) issued by the HKICPA 
which are effective for the Group’s financial year beginning on 1 January 2012.

HKFRS 1 Amendments	 Amendments to HKFRS 1 First-time Adoption of 
	   Hong Kong Financial Reporting Standards – Severe 
	   Hyperinflation and Removal of Fixed Dates for 
	   First-time Adoptors
HKFRS 7 Amendments	 Amendments to HKFRS 7 Financial Instruments:
	   Disclosures – Transfers of Financial Assets
HKAS 12 Amendments	 Amendments to HKAS 12 Income Taxes – Deferred Tax:
	   Recovery of Underlying Assets

The adoption of the above new HKFRSs had no material effect on the results and financial position for the 
current or prior accounting periods which have been prepared and presented.
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3.	SI GNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
The preparation of the condensed consolidated interim financial statements in conformity with HKAS 34 
requires management to make judgements, estimates and assumptions that affect the reported amounts 
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the reporting 
date. However, uncertainty about these assumptions and estimates could result in outcomes that could 
require a material adjustment to the carrying amounts of the assets or liabilities affected in the future.

In preparing the condensed consolidated interim financial statements, the significant judgements made by 
management in applying the Group’s accounting policies and key sources of estimation uncertainty were 
the same as those used by management in the preparation of the Group’s annual financial statements for 
the year ended 31 December 2011.

4.	SE GMENT INFORMATION
The Group is principally engaged in the manufacture and sale of sportswear, including footwear, apparel 
and accessories. All of the Group’s products are of a similar nature and subject to similar risk and returns. 
Accordingly, the Group’s operating activities are attributable to a single reportable segment.

In addition, the Group’s revenue, expenses, results, assets and liabilities and capital expenditures are 
predominantly attributable to a single geographical region, which is the People’s Republic of China (the 
“PRC”). Therefore, no analysis by geographical regions is presented.

5.	RE VENUE, OTHER INCOME AND GAINS
Revenue, which is also the Group’s turnover, represents the net invoiced value of goods sold during the 
period, after allowances for returns and trade discounts.

An analysis of revenue, other income and gains, is as follows:
	
	 Six months ended 30 June
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Unaudited)

Revenue
Manufacture and sale of sportswear:
Footwear	 1,194,899		 1,110,778
Apparel	 1,365,931		 1,407,202
Accessories	 46,488		 52,294

	 2,607,318		 2,570,274

Other income and gains
Subsidy income from the PRC government*	 13,930		 3,062
Rental income	 842		 843
Others	 8,008		 1,347

	 22,780		 5,252

	 2,630,098		 2,575,526

*	 There are no unfulfilled conditions or contingencies relating to these subsidies.
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6.	O PERATING PROFIT
The Group’s operating profit is arrived at after charging:

	
	 Six months ended 30 June
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Unaudited)

Advertising and promotion costs	 297,885		 303,121
Research and development costs	 41,013		 35,974
Staff costs	 173,393		 135,824
Equity-settled share option expense	 11,580		 18,611
Depreciation	 14,417		 11,523
Amortisation of intangible assets	 159		 157
Amortisation of prepaid land lease payments	 2,423		 450

7.	NET  FINANCE INCOME	
	 Six months ended 30 June
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Unaudited)

Interest expense on bank loans wholly repayable within five years	 (6,333	)	 (739	)
Interest expense on discounted bills receivables	 (15,855	)	 (9,804	)
Amortisation of bank charges on a syndicated loan	 (1,058	)	 –
Foreign exchange differences, net	 (184	)	 952
Bank interest income	 35,878		 14,821
Unrealised loss on interest rate swaps*	 (1,151	)	 –

	 11,297		 5,230

*	 The Group enters into interest rate swap contracts for its floating-interest loans to manage its exposure to interest rate 
fluctuation.
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8.	INCOME  TAX
No provision for Hong Kong profits tax has been made as the Group did not generate any assessable profits 
arising in Hong Kong for the six months ended 30 June 2012. No provision for Hong Kong profits tax was 
made for the six months ended 30 June 2011 as the Group utilised tax losses to offset assessable profits 
arising in Hong Kong during that period. Taxes on profits assessable elsewhere have been calculated at the 
rates of tax prevailing in the jurisdictions in which the Group operates.

	
	 Six months ended 30 June
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Unaudited)

Current tax – Overseas
  Charge for the period	 123,963		 90,595
  Underprovision/(overprovision) in prior periods	 (311	)	 180

	 123,652		 90,775
Deferred tax	 14,000		 12,500

	 137,652		 103,275

Xtep (China) Co., Ltd. (“Xtep China”), a wholly-owned subsidiary of the Company, was taxed at a preferential 
15% tax rate for the years ended 31 December 2010 and 2011, and the year ending 31 December 2012 
as Xtep China was qualified as a High-New Technology Enterprise (the “HNTE”) in PRC and obtained the 
HNTE certificate in 2010.

Koling (Fujian) Garment Co., Ltd. (“Koling (Fujian)”) and Xtep Sports Goods Co., Ltd. Jinjiang (“Xtep 
Jinjiang”), wholly-owned subsidiaries of the Company, were entitled to a 50% reduction in the PRC 
corporate income tax of the tax rate of 25% for the years ended 31 December 2010 and 2011, and the year 
ending 31 December 2012.

廈門特步投資股份有限公司 (“Xtep Xiamen”), a wholly-owned subsidiary of the Company, was granted 
certain tax relief whereby the profit of Xtep Xiamen was taxed at the prevailing tax rate set by the local tax 
authority at 24% for the year ended 31 December 2011 and 25% for the year ending 31 December 2012.

9.	DI VIDENDS
(a)	Dividends payable to ordinary equity holders of the Company attributable to the period:

	
	 Six months ended 30 June
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Unaudited)

Interim dividend – HK13.2 cents (six months ended
  30 June 2011: HK13.0 cents per ordinary share)	 235,010		 231,962

At the board meeting held on 21 August 2012, the board of directors declared and approved an interim 
dividend of HK13.2 cents (equivalent to approximately RMB10.8 cents) per ordinary share, totalling 
approximately HK$287,264,000 (equivalent to approximately RMB235,010,000), for the six months 
ended 30 June 2012. This interim dividend has not been recognised as a liability in the condensed 
consolidated financial statements.

At the board meeting held on 16 August 2011, the board of directors declared and approved an interim 
dividend of HK13.0 cents (equivalent to approximately RMB10.7 cents) per ordinary share, totalling 
HK$282,880,000 (equivalent to approximately RMB231,962,000), for the six months ended 30 June 
2011.
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9.	DI VIDENDS (continued)
(b)	Dividends paid to ordinary equity holders of the Company during the period:

	
	 Six months ended 30 June
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Unaudited)

Dividends paid during the period:
Final dividends in respect of the financial year ended:
  31 December 2011 – HK14.5 cents per ordinary share	 254,907		 –
  31 December 2010 – HK12.0 cents per ordinary share	 –		 218,104

	 254,907		 218,104

10.	EARNIN GS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE COMPANY

(a)	Basic earnings per share
The calculation of basic earnings per share amount for the six months ended 30 June 2012 was based 
on the profit for the period attributable to ordinary equity holders of the Company of RMB467,783,000 
(six months ended 30 June 2011: RMB466,212,000) and 2,176,240,000 ordinary shares in issue during 
the six months ended 30 June 2012 (six months ended 30 June 2011: 2,176,000,000).

(b)	Diluted earnings per share
The calculation of the diluted earnings per share amount for the six months ended 30 June 2012 is based 
on the profit for the period attributable to ordinary equity holders of the Company of RMB467,783,000 
(six months ended 30 June 2011: RMB466,212,000). The weighted average number of ordinary shares 
used in the calculation is the number of ordinary shares in issue during that period, as used in the basic 
earnings per share calculation, and the weighted average number of ordinary shares assumed to have 
been issued at nil consideration on the deemed exercise of all share options into ordinary shares during 
that period of 5,041,000 (six months ended 30 June 2011: 9,230,675).

11.	IN VENTORIES	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Raw materials	 293,638		 418,521
Work in progress	 48,835		 68,317
Finished goods	 358,450		 184,685

	 700,923		 671,523

12.	TRADE  AND BILLS RECEIVABLES	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Trade receivables	 907,820		 1,091,094
Bills receivables	 2,031		 114,295

	 909,851		 1,205,389



71 Xtep International Holdings Limited   /   Interim Report 201271

notes to condensed consolidated interim financial statements
30 June 2012

12.	TRADE  AND BILLS RECEIVABLES (continued)
The Group’s trading terms with its customers are mainly on credit, except for new customers, where 
payment in advance is normally required. The credit period is generally three months. Trade receivables are 
non-interest-bearing.

An aged analysis of the Group’s trade receivables that are not considered to be impaired as at 30 June 
2012 is as follows:

	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Neither past due nor impaired	 460,005		 781,193
Less than 3 months past due	 413,279		 289,969
Past due over 3 months	 34,536		 19,932

	 907,820		 1,091,094

Included in the Group’s bills receivables balance as at 31 December 2011 were bills of RMB67,500,000 
which were pledged for the bills payables, and amounts totaling RMB45,750,000, which were discounted 
to banks in exchange for cash and included as “Bank advances for discounted bills” in note 17 of financial 
statements.

13.	 PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Prepayments	 152,447		 163,549
Deposits and advance payments to suppliers	 309,127		 338,958
Other deposits	 2,669		 2,866
Value added tax (“VAT”) recoverable	 19,083		 21,180
Other receivables	 6,644		 6,827

	 489,970		 533,380
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14.	CAS H AND CASH EQUIVALENTS	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Time deposits	 516,658		 521,669
Cash and bank balances	 2,765,470		 2,068,163

	 3,282,128		 2,589,832

Less: Pledged time deposits:
        for short term bank loans	 (489,100	)	 (489,100	)
        for bank guarantees*	 (27,558	)	 (27,558	)
        for bills payabls	 –		 (5,011	)

Cash and cash equivalents	 2,765,470		 2,068,163

*	 The time deposits were pledged to secure the bank guarantees granted for the Group in relation to the construction of buildings 
and adherence to the construction timeline on the land acquired by the Group.

At the end of the reporting period, the cash and bank balances and time deposits of the Group denominated 
in RMB amounted to RMB2,729,872,000 (31 December 2011: RMB2,058,941,000) and RMB516,658,000 
(31 December 2011: RMB521,669,000), respectively. RMB is not freely convertible into other currencies, 
however, under Mainland China’s Foreign Exchange Control Regulations and Administration of Settlement, 
Sale and Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for other 
currencies through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits 
are made for varying periods of between one month to three months depending on the immediate cash 
requirement of the Group, and earn interest at the respective short term deposit rates. The bank balances 
and pledged deposits are deposited with creditworthy banks with no recent history of default.

15.	TRADE  AND BILLS PAYABLES
An aged analysis of the Group’s trade and bills payables as at 30 June 2012, based on the invoice date, is 
as follows:

	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Within 3 months	 444,221		 397,343
3 to 6 months	 29,437		 14,740
Over 6 months	 31,832		 14,291

Trade payables	 505,490		 426,374
Bills payables	 –		 72,500

Trade and bills payables	 505,490		 498,874

The trade payables are non-interest-bearing and are normally settled within 60 to 90 days.

As at 31 December 2011, bills payables are secured by pledge of time deposits of RMB5,011,000 and bills 
receivables of RMB67,500,000.
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16.	DE POSITS RECEIVED, OTHER PAYABLES AND ACCRUALS	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Deposits and advances from customers	 20,805		 70,480
Accruals	 133,038		 104,918
VAT payables	 18,452		 29,541
Derivative financial instruments	 5,657		 4,528
Other payables	 29,456		 18,005

	 207,408		 227,472

17.	 BANK BORROWINGS	
	 30 June 2012	 31 December 2011	 	
	 (Unaudited)	 (Audited)
		  Effective						     Effective
		  interest rate						     interest rate
		  per annum						     per annum
	 Notes	 %		 Maturity		  RMB’000		 %		 Maturity		  RMB’000

Current
Bank loans – secured	 (a)	 HIBOR+1.5%		 2012		 410,124		 HIBOR+1.5%		 2012		 446,277
		  to 2.375%		 to				   to
				    2013				   2.375%

Bank loan – unsecured	 (b)	 HIBOR+2.2%		 2012		 65,240		 –		  –		  –

Bank advances for
  discounted bills (note 12)		  –		  –		  –		  N/A		 2012		 45,750

						      475,364						     492,027

Non-current
Bank loans – unsecured	 (c)	 HIBOR/LIBOR		 2013		 298,809		 –		  –		  –
		  +3%		 to 2015

						      774,173						     492,027
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17.	 BANK BORROWINGS (continued)	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Analysed into:
  Bank loan repayable:
    Within one year and on demand	 475,364		 492,027
    In the second to fifth years, inclusive	 298,809		 –

	 774,173		 492,027

Notes:

(a)	The bank loans are secured by the pledge of certain of the Group’s time deposits amounting to 
RMB489,100,000 (31 December 2011: RMB489,100,000) and corporate guarantee provided by 
certain of the Company’s wholly-owned subsidiaries, to the extent of HK$600,000,000 (equivalent to 
approximately RMB489,300,000) (31 December 2011: HK$600,000,000, equivalent to approximately 
RMB492,180,000) as at the end of the reporting period. 

(b)	The bank loan is supported by corporate guarantee provided by one of the Company’s wholly-owned 
subsidiaries, to the extent of RMB81,550,000 (31 December 2011: Nil) as at the end of the reporting 
period.

(c)	The bank loans are supported by corporate guarantee provided by certain of the Company’s wholly-
owned subsidiaries, to the extent of RMB633,582,000 (31 December 2011: Nil) as at the end of the 
reporting period.

As at 30 June 2012, except for the bank loan of RMB244,785,000 (31 December 2011: Nil) which was 
denominated in US dollars, all bank borrowings are denominated in Hong Kong dollars.

18.	DEFERRED  TAX LIABILITIES
Pursuant to the income tax law of the PRC, a 10% withholding tax is levied on dividends declared to 
foreign investors from the foreign investment enterprises established in Mainland China. The requirement 
is effective from 1 January 2008 and applies to earnings accrued after 31 December 2007. A lower 
withholding tax rate may be applied if there is a tax treaty between the Mainland China and jurisdiction of 
the foreign investors. For the Group, the applicable rate for the withholding tax is 5%. In estimating the 
withholding taxes on dividends expected to be distributed by those subsidiaries established in Mainland 
China in respect of earnings generated from 1 January 2008, the directors have made assessment based 
on the factors which included dividend policy and the level of capital and working capital required for the 
Group’s operations in the foreseeable future.

At 30 June 2012, there were no significant unrecognised deferred tax liabilities (31 December 2011: Nil) 
for withholding taxes that would be payable on the unremitted earnings of the Company’s subsidiaries 
expected to be distributed, after considering the abovementioned factors, in the foreseeable future.
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19.	S HARE CAPITAL
The share capital as at 30 June 2012 and 31 December 2011 represented the issued capital of the Company 
and a summary of the authorised and issued share capital of the Company is as follows:

At 30 June 2012	
	 HK’000		 RMB’000
	 (Unaudited)		 (Unaudited)

Authorised:
  100,000,000,000 ordinary shares of HK$0.01 each	 1,000,000		 935,629

Issued and fully paid:
  2,176,240,000 ordinary shares of HK$0.01 each	 21,762		 19,199

At 31 December 2011	
	 HK’000		 RMB’000
	 (Audited)		 (Audited)

Authorised:
  100,000,000,000 ordinary shares of HK$0.01 each	 1,000,000		 935,629

Issued and fully paid:
  2,176,240,000 ordinary shares of HK$0.01 each	 21,762		 19,199

20.	RESER VES
The amounts of the Group’s reserves and movement therein for the six months ended 30 June 2012 are 
presented in the condensed consolidated statement of changes in equity.

Under the Companies Law of the Cayman Islands, the share premium account of the Company may be 
applied for payment of distributions or dividends to shareholders provided that immediately following the 
date on which the distribution or dividend is proposed to be paid, the Company is able to pay its debts as 
they fall due in the ordinary course of business.

The capital reserve represents the excess of the nominal value of the paid-in capital of the subsidiaries 
acquired pursuant to the group reorganisation prior to the listing of the Company’s shares over the 
consideration paid for acquiring these subsidiaries.

In accordance with the relevant regulations applicable in the PRC, subsidiaries established in the PRC are 
required to transfer a certain percentage of their statutory annual profits after tax (after offsetting any prior 
year’s losses), if any, to the statutory surplus fund until the balance of the fund reaches 50% of their respective 
registered capital. Subject to certain restrictions as set out in the relevant PRC regulations, the statutory 
surplus fund may be used to offset against accumulated losses of the respective PRC subsidiaries. The amount 
of the transfer is subject to the approval of the board of directors of the respective PRC subsidiaries.

The share option reserve comprises the fair value of share options granted which are yet to be exercised. 
The amount will either be transferred to the share premium account when the related options are exercised, 
or be transferred to retained profits should the related options expire or be forfeited.

The exchange fluctuation reserve comprises all foreign exchange differences arising from the translation of 
the financial statements of operations outside the PRC.
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21.	S HARE OPTION SCHEMES

(a)	Pre-IPO share option scheme
The Company has adopted a Pre-IPO Share Option scheme on 7 May 2008 (the “Pre-IPO Scheme”). 
Further details of the Pre-IPO Scheme were disclosed in the Company’s annual report for the year 
ended 31 December 2011.

At 30 June 2012, a total of 16,765,000 (31 December 2011: 16,765,000) share options (the “Pre-IPO 
Share Options”) under the Pre-IPO Scheme remained outstanding. During the six months ended 30 
June 2012, no Pre-IPO Share Options were exercised (six months ended 30 June 2011: Nil).

At the date of approval of the condensed consolidated interim financial statements, the Company 
had 16,765,000 Pre-IPO Share Options outstanding under the Pre-IPO Scheme, which represented 
approximately 0.8% of the issued share capital of the Company as at that date.

(b)	Share option scheme
The Company has also adopted a share option scheme (the “Share Option Scheme”) pursuant to the 
shareholders’ written resolution passed on 7 May 2008. Further details of the Share Option Scheme 
were disclosed in the Company’s annual report for the year ended 31 December 2011.

As at 30 June 2012, a total of 80,740,000 (31 December 2011: 80,740,000) share options (the “Share 
Options”) under the Share Option Scheme remained outstanding.

There being no exercise or lapse of any Share Options during the period ended 30 June 2012 (six 
months ended 30 June 2011: Nil).

At the date of approval of the condensed consolidated interim financial statements, the Company 
had 80,740,000 Share Options outstanding under the Share Option Scheme, which represented 
approximately 3.7% of the issued share capital of the Company as at that date.

22.	O PERATING LEASE ARRANGEMENTS
At the end of the reporting period, the Group had total future minimum lease payments under non-
cancellable operating leases falling due as follows:

	
	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Within one year	 8,018		 9,564
In the second to fifth years, inclusive	 13,293		 16,081
After five years	 4,531		 5,178

	 25,842		 30,823
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23.	COMMITMENTS
(a)	 In addition to the operating lease commitments detailed in note 22 above, the Group had the following 

commitments at the end of the reporting period:
	

	 30 June		 31 December
	 2012		 2011
	 RMB’000		 RMB’000
	 (Unaudited)		 (Audited)

Contracted for commitment in respect of:
  – construction of new buildings	 138,990		 2,985
  – construction of new manufacturing facilities	 2,317		 –
  – advertising and promotional expenses	 291,894		 300,268
  – consultancy service	 2,531		 –
  – software	 500		 500

	 436,232		 303,753

Authorised, but not contracted for:
  – construction of new buildings	 7,199		 85,754
  – construction of new manufacturing facilities – note (c)	 412,246		 450,000

	 419,445		 535,754

	 855,677		 839,507

(b)	For the period from 1 January 2011 to 31 December 2012, the Group is obliged to pay a minimum 
guaranteed royalty to a licensor, however, such amount will be adjusted based on the actual sales 
amount of the relevant product for these periods.

(c)	 It represented the Group’s minimum commitment to construct manufacturing facilities on a parcel of 
land in Bengbu, Anhui Province, the PRC. As at 30 June 2012, the Group has entered into construction 
contracts of RMB37,754,000 (31 December 2011: Nil)

24.	A PPROVAL OF THE INTERIM FINANCIAL STATEMENTS
The unaudited condensed consolidated interim financial statements were approved and authorised for 
issue by the board of directors on 21 August 2012.
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REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS

To the board of directors of Xtep International Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

Introduction
We have reviewed the interim financial statements of Xtep International Holdings Limited set out on pages 61 
to 77 which comprises the condensed consolidated statement of financial position as at 30 June 2012, and the 
condensed consolidated income statement, the condensed consolidated statement of comprehensive income, 
the condensed consolidated statement of changes in equity and the condensed consolidated statement of cash 
flows for the six months period then ended and other explanatory notes. The Rules Governing the Listing of 
Securities on The Stock Exchange of Hong Kong Limited require the preparation of a report on interim financial 
information to be in compliance with the relevant provisions thereof and Hong Kong Accounting Standard 34 
“Interim Financial Reporting” (“HKAS 34”) issued by the Hong Kong Institute of Certified Public Accountants.

The directors are responsible for the preparation and fair presentation of these interim financial statements in 
accordance with HKAS 34. Our responsibility is to express a conclusion on these interim financial statements 
based on our review. Our report is made solely to you, as a body, in accordance with our agreed terms of 
engagement, and for no other purpose. We do not assume responsibility towards or accept liability to any other 
person for the contents of this report.

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

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the interim financial 
statements do not present fairly, in all material respects, in accordance with HKAS 34.

Ernst & Young

Certified Public Accountants

22/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

21 August 2012
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glossary

In this interim report, unless the context otherwise requires, the following terms shall have the following 
meanings:

“Board” 	 The Board of Directors of the Company

“Business Day”	 Any day on which the Hong Kong Stock Exchange is open for the business 
of dealing in securities

“Company”	 Xtep International Holdings Limited

“Director(s)”	 The director(s) of the Company

“DRP System”	 Distribution Resource Planning System

“GDP”	 Gross domestic product

“Group”	 The Company and its subsidiaries

“Group Success”	 Group Success Investments Limited, a company incorporated in the 
British Virgin Islands with limited liability on 23 February 2007, the entire 
issued share capital of which is directly owned as to 63.2% by Mr. Ding 
Shui Po and 36.8% by Ms. Ding Mei Qing

“HK$” and “HK cents”	 Hong Kong dollars and cents respectively, the lawful currency of Hong 
Kong

“Hong Kong”	 The Hong Kong Special Administrative Region of the PRC

“Hong Kong Stock Exchange”	 The Stock Exchange of Hong Kong Limited

“IAAF Shanghai Diamond League”	 International Association of Athletics Federations Diamond League 
Shanghai

“IT”	 Information Technology

“Listing Date”	 3 June 2008, on which dealing in the Shares first commence on the Hong 
Kong Stock Exchange

“Listing Rules”	 The Rules Governing the Listing of Securities on the Stock Exchange of 
Hong Kong Limited, as amended from time to time

“Model Code”	 Model code for securities transactions by directors of listed issuers, as 
amended from time to time

“Other brands”	 Brands other than Xtep brand

“PRC”	 The People’s Republic of China excluding, for the purpose of this annual 
report, Hong Kong, Macau and Taiwan

“Pre-IPO Share Option Scheme”	 The share option scheme for employees of the Group approved and 
adopted by the Company on 7 May 2008, the principal terms of which 
are summarized under the paragraph headed “Pre-IPO Share Option 
Scheme” in Appendix VI to the prospectus of the Company dated 21 May 
2008

“RMB”	 Renminbi, the lawful currency of the PRC



glossary

“SFO”	 Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong, 
as amended from time to time

“Share(s)”	 Ordinary share(s) of HK$0.01 each in the share capital of the Company

“Share Option Scheme”	 The share option scheme adopted by the Company on 7 May 2008, the 
principal terms of which are summarized under the paragraph headed 
“Share Option Scheme” in Appendix VI to the prospectus of the Company 
dated 21 May 2008

“Shareholder(s)”	 Shareholder(s) of the Company

“US”	 United States of America

“Xtep (China)”	 Xtep (China) Co., Ltd., an indirect wholly-owned subsidiary of the 
Company

80





- � -

REVIEW OF INTERIM RESULTS

The audit committee and the independent auditors of the Company have reviewed with the management 
the accounting principles and practices adopted by the Group and discussed internal controls and financial 
reporting matters including a review of the interim results and the unaudited condensed consolidated 
interim financial statements for the six months ended 30 June 2012.

BOOK CLOSURE

The transfer books and register of members of the Company will be closed from Wednesday, 5 September 
2012 to Monday, 10 September 2012, both days inclusive, for the purpose of determining shareholders’ 
entitlements to the proposed interim dividend. The record date for entitlement to the proposed interim 
dividend is on Monday, 10 September 2012. In order to qualify for the interim dividend, all transfers, 
accompanied by the relevant share certificates, must be lodged with the Company’s branch share 
registrar in Hong Kong, Computershare Hong Kong Investor Services Limited, at Shops 1712–1716, 
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not later than 4:30 p.m. on 
Tuesday, 4 September 2012. The payment date of the interim dividend is expected to be on Wednesday, 
19 September 2012.

PUBLICATION OF INTERIM RESULTS AND INTERIM REPORT

This interim results announcement is available for viewing on the websites of The Stock Exchange 
of Hong Kong Limited at www.hkexnews.hk and the Company at http://www.xtep.com.hk. The 2012 
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 the shareholders of the Company and available 
on the same websites in due course.

By Order of the Board of
Xtep International Holdings Limited

Ding Shui Po
Chairman

Hong Kong, 21 August 2012

As at the date of this announcement, the executive directors of the Company are Mr. Ding Shui Po, Ms. 
Ding Mei Qing, Mr. Lin Zhang Li, Mr. Ding Ming Zhong, Mr. Ye Qi and Mr. Ho Yui Pok, Eleutherius; 
the non-executive director of the Company is Mr. Tan Wee Seng; and the independent non-executive 
directors of the Company are Mr. Sin Ka Man, Mr. Xu Peng Xiang and Dr. Gao Xian Feng.


