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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.

(Incorporated in Bermuda with limited liability)
(Stock Code: 0738)

ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 31 AUGUST 2019

FINANCIAL HIGHLIGHTS

Six months ended
31 August Change

2019 2018 Change in %

Revenue RMB million 376.7 460.4 (83.7) (18.2)

Gross profit RMB million 241.2 290.4 (49.2) (16.9)

Operating profit/ (loss) RMB million 6.2 (6.0)

Profit/ (loss) attributable to
owners of the Company RMB million 2.4 (9.6)

Gross profit margin Percentage 64.0 63.1

Operating margin Percentage 1.6 (1.3)

Net margin attributable to owners
of the Company Percentage 0.6 (2.1)

Basic earnings/ (loss) per share RMB cents 0.34 (1.36)

Dividend per share - -

* For identification purpose only
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The board (the “Board”) of Directors of Le Saunda Holdings Limited (the “Company”) is pleased to
announce the unaudited condensed consolidated interim results of the Company and its subsidiaries
(together the “Group”) for the six months ended 31 August 2019. The unaudited condensed
consolidated interim results for the six months ended 31 August 2019 have not been audited by the
Company’s auditors, but have been reviewed by the Company’s Audit Committee.

CONDENSED CONSOLIDATED INTERIM INCOME STATEMENT
For the six months ended 31 August 2019

Unaudited
Six months ended 31 August

2019 2018
Note RMB’000 RMB’000

Revenue 4 376,724 460,447
Cost of sales (135,533) (170,066)

Gross profit 241,191 290,381
Other income 5 4,055 10,704
Other gain and loss, net 5 (1,255) (1,176)
Selling and distribution expenses 6 (168,653) (231,001)
General and administrative expenses 6 (69,166) (74,920)

Operating profit/ (loss) 6,172 (6,012)

Finance income, net 7 3,746 5,490

Profit/ (loss) before income tax 9,918 (522)
Income tax expense 8 (7,555) (8,509)

Profit/ (loss) for the period 2,363 (9,031)

Profit/ (loss) for the period attributable to:
- owners of the Company 2,388 (9,585)
- non-controlling interest (25) 554

2,363 (9,031)

Earnings/ (loss) per share attributable to owners of the
Company (express in RMB cents)
- Basic 9 0.34 (1.36)

- Diluted 9 0.34 (1.36)

Dividend 10 - -
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF
COMPREHENSIVE INCOME
For the six months ended 31 August 2019

Unaudited
Six months ended 31 August

2019 2018
RMB’000 RMB’000

Profit/ (loss) for the period 2,363 (9,031)

Other comprehensive income

Item that will be reclassified to profit or loss

- Currency translation differences 20,236 32,278

Other comprehensive income for the period 20,236 32,278

Total comprehensive income for the period 22,599 23,247

Total comprehensive income/(loss) for the period,
attributable to:
- owners of the Company 22,624 22,693
- non-controlling interest (25) 554

22,599 23,247
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
As at 31 August 2019

Unaudited
31 August

2019

Audited
28 February

2019
Note RMB’000 RMB’000

ASSETS

Non-current assets
Investment properties 2,525 56,360
Property, plant and equipment 149,134 153,306
Land use rights - 20,442
Right-of-use assets 64,875 -
Long-term deposits and prepayments 3,519 4,632
Deferred income tax assets 53,264 54,302

273,317 289,042

Current assets
Inventories 330,373 325,444
Trade receivables and other receivables 11 76,308 74,940
Deposits and prepayments 50,658 45,471
Pledged bank deposit 728 665
Cash and bank balances 418,042 590,596

876,109 1,037,116
Non-current assets classified as held for sale 60,000 -

936,109 1,037,116

Total assets 1,209,426 1,326,158

EQUITY

Capital and reserves attributable to owners
of the Company

Share capital 59,979 59,979
Reserves

Dividend - 210,428
Others 920,904 905,309

980,883 1,175,716

Non-controlling interest 10,050 10,450

Total equity 990,933 1,186,166
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET (CONTINUED)
As at 31 August 2019

Unaudited
31 August

2019

Audited
28 February

2019
Note RMB’000 RMB’000

LIABILITIES

Non-current liabilities
Deferred income tax liabilities 26,050 27,869
Lease liabilities 17,146 -

43,196 27,869

Current liabilities
Trade payables, other payables and contract
liabilities 12 138,519 106,378

Lease liabilities 30,030 -
Current income tax liabilities 6,748 5,745

175,297 112,123

Total liabilities 218,493 139,992

Total equity and liabilities 1,209,426 1,326,158
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NOTES:

1 GENERAL INFORMATION

Le Saunda Holdings Limited (the “Company”) and its subsidiaries (together the “Group”) are
principally engaged in manufacturing and sales of shoes. The Group mainly operates in
Mainland China, Hong Kong and Macau.

The Company is a limited liability company incorporated in Bermuda. The address of its
registered office is Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda.

The Company is listed on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

This condensed consolidated interim financial information is presented in thousands of units of
Renminbi (RMB’000), unless otherwise stated. This condensed consolidated interim financial
information was approved for issue by the Board of Directors on 30 October 2019.

This condensed consolidated interim financial information has not been audited, but has been
reviewed by the Company’s Audit Committee.

2 BASIS OF PREPARATION

The unaudited condensed consolidated interim financial information of the Group for the six
months ended 31 August 2019 has been prepared in accordance with Hong Kong Accounting
Standards (“HKAS”) 34, ‘Interim Financial Reporting’. The condensed consolidated interim
financial information should be read in conjunction with the annual financial statements for the
year ended 28 February 2019, which have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”).

3 PRINCIPAL ACCOUNTING POLICIES

The accounting policies applied in the condensed consolidated interim financial statements for
the six months ended 31 August 2019 are consistent with those adopted in the consolidated
financial statements for the year ended 28 February 2019, except for the adoption of new and
amended standards as set out below.

(i) New and amended standards and interpretations adopted by the Group

A number of new or amended standards became applicable for the current reporting period
and the Group had to change its accounting policies and make retrospective adjustments, if
applicable, as a result of adopting the following standards:
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Amendments to Annual

Improvements Project

Annual improvements 2015-2017 cycle

HKFRS 9 (Amendment) Prepayment features with negative compensation

HKFRS 16 Leases

HKAS 19 (Amendment) Plan amendment, curtailment or settlement

HKAS 28 (Amendment) Long-term interests in associates or joint ventures

HK(IFRIC)-Int 23 Uncertainty over income tax treatments

Except for the impact of adoption of HKFRS16 set out in Note 3(ii) below, the adoption of
other applicable new and amended standards and interpretations did not have any material
impact on the Group’s accounting policies.

(ii) HKFRS 16 “Leases” – Impact of adoption

The Group has adopted HKFRS 16 from its mandatory adoption date of 1 March 2019. The
Group has applied the modified retrospective approach and has not restated comparative
amounts for the last reporting period. The reclassifications and the adjustments arising from
the new standard are therefore recognised in the opening balance sheet on 1 March 2019.

(a) Adjustments recognised on adoption of HKFRS 16

On adoption of HKFRS 16, the Group recognised lease liabilities in relation to leases
which had previously been classified as “operating leases” under the principles of
HKAS 17 “Leases”. These liabilities were measured at the present value of the
remaining lease payments, discounted using the lessee’s incremental borrowing rate as
of 1 March 2019. The weighted average lessee’s incremental borrowing rate applied to
the lease liabilities on 1 March 2019 was 4.44%.

RMB’000

Operating lease commitments disclosed as at 28 February 2019 69,735
Discounted using the lessee’s incremental borrowing rate of the
date of initial application (16,811)

Less: short-term leases and low-value leases recognised on a
straight-line basis as expense (6,510)

Lease liabilities recognised as at 1 March 2019 46,414

Of which are:
Current lease liabilities 21,861
Non-current lease liabilities 24,553

46,414
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Under the modified retrospective approach, the right-of-use assets were measured at the
amount of the lease liability, adjusted by the amount of any prepaid or accrued lease
payments relating to that lease recognised in the balance sheet as at 1 March 2019.

Land use rights previously presented as a separate item on the balance sheet are
grouped as part of right-of-use assets with effect from 1 March 2019.

The recognised right-of-use assets relate to the following types of assets:

At 31 August At 1 March
2019 2019

RMB’000 RMB’000

Land use rights 21,194 20,442
Right-of-use assets 43,681 43,427

64,875 63,869

The change in accounting policy affected the following items in the balance sheet on 1
March 2019:

At 28
February

2019 as
originally
presented

Effects of
the adoption

of HKFRS
16

At 1 March
2019

restated
RMB’000 RMB’000 RMB’000

Condensed consolidated balances sheet
(extract)

Non-current assets
Land use rights 20,442 (20,442) -
Right-of-use assets - 63,869 63,869

Current liabilities
Lease liabilities - 21,861 21,861

Non-current liabilities
Lease liabilities - 24,553 24,553
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The impact on the Group’s net profit after tax for the six months ended 31 August 2019
as a result of adoption of HKFRS 16 is not significant.

In applying HKFRS 16 for the first time, the Group has used the following practical
expedients permitted by the standard:

• reliance on previous assessments on whether leases are onerous;
• the accounting for operating leases with a remaining lease term of less than 12

months as at 1 March 2019 as short-term leases;
• the exclusion of initial direct costs for the measurement of the right-of-use assets at

the date of initial application; and
• the use of hindsight in determining the lease term where the contract contains

options to extend or terminate the lease.

The Group has also elected not to reassess whether a contract is, or contains a lease at
the date of initial application. Instead, for contracts entered into before the transition
date the Group relied on its assessment made applying HKAS 17 and HK(IFRIC)-Int 4
“Determining Whether an Arrangement Contains a Lease”.

(b) The Group’s leasing activities and how these are accounted for

The Group leases various retail spaces and premises, warehouses and offices. Rental
contracts are typically made for fixed periods of 6 months to 10 years but may contain
extension options. Lease terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. The lease agreements do not impose any
covenants and leased assets have not been used as security for borrowing purposes.

The Group also leases certain land use rights in Mainland China. These land use rights
are leased for a period of between 50 to 70 years on which plants and buildings of the
Group are situated on.

Until the 28 February 2019 financial year, leases of properties were classified as
operating leases. Payments made under operating leases (net of any incentives received
from the lessor) were charged to profit or loss on a straight-line basis over the period of
the lease.

From 1 March 2019, leases are recognised as right-of-use assets and corresponding
liabilities at the date at which the leased asset is available for use by the Group. Each
lease payment is allocated between the liability and finance cost. The finance cost is
charged to profit or loss over the lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability for each period. The right-of-use
assets is depreciated over the shorter of the asset’s useful life and the lease term on a
straight-line basis.

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

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

• variable lease payments that are based on an index or a rate;
• amounts expected to be payable by the lessee under residual value guarantees;
• the exercise price of a purchase option if the lessee is reasonably certain to exercise

that option; and
• payments of penalties for terminating the lease, if the lease term reflects the lessee

exercising that option.
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The lease payments are discounted using the interest rate implicit in the lease. If that
rate cannot be determined, the lessee’s incremental borrowing rate is used, being the
rate that the lessee would have to pay to borrow the funds necessary to obtain an asset
of similar value in a similar economic environment with similar terms and conditions.

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

• the amount of the initial measurement of lease liability;
• any lease payments made at or before the commencement date less any lease

incentives received;
• any initial direct costs; and
• restoration costs.

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

(i) Variable lease payments

Some property leases contain variable payment terms that are linked to sales
generated from a store. For individual stores, up to 100 percent of lease payments
are on the basis of variable payment terms and there is a wide range of sales
percentages applied. Variable payment terms are used for a variety of reasons,
including minimising the fixed costs base for newly established stores. Variable
lease payments that depend on sales are recognised in profit or loss in the period in
which the condition that triggers those payments occurs.

(ii) Termination options

Termination options are included in a number of property leases across the Group.
These terms are used to maximise operational flexibility in terms of managing
contracts. The majority of termination options held are exercisable only by the
Group and not by the respective lessor.
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4 REVENUE AND SEGMENT INFORMATION

Management has determined the operating segments based on the reports reviewed by the
Executive Directors that are used to make strategic decisions.

The Executive Directors review the Group’s financial information mainly from retail and
non-retail perspective. For the retail business, the Executive Directors further assess the
performance of operations on a geographical basis (Mainland China, Hong Kong and Macau)
respectively. The reportable segments are classified in a manner consistent with the
information reviewed by the Executive Directors.

The Executive Directors assess the performance of the operating segments based on a measure
of reportable segment profit/(loss). This measurement basis excludes other income, other gain
and loss, net, finance income, net, and unallocated expenses.

Segment assets mainly exclude deferred income tax assets and other assets that are managed
on a central basis.

Segment liabilities mainly exclude current income tax liabilities, deferred income tax liabilities
and other liabilities that are managed on a central basis.

In respect of geographical segment reporting, sales are based on the country in which the
customer is located, and total assets and capital expenditure are based on the country where the
assets are located.

Sales of goods are recognised at a point in time when a group entity has delivered products to
the customer; the customer has accepted the products and collectability of the related
receivables is reasonably assured.
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(i) The segment information provided to the Executive Directors for the reportable segments
for the six months ended 31 August 2019 is as follows:

Unaudited
Six months ended 31 August 2019

Retail Others Total
Mainland

China
HK &
Macau

RMB’000 RMB’000 RMB’000 RMB’000

Revenue from external customers 356,773 19,951 - 376,724

Reportable segment profit/ (loss) 16,190 (3,252) - 12,938

Other income (excluding
government incentives) 40

Other loss, net (1,255)
Finance income, net 3,746
Unallocated expenses (5,551)

Profit before income tax 9,918
Income tax expense (7,555)

Profit for the period 2,363

Depreciation and amortisation 22,619 5,354 - 27,973

Additions to non-current assets
(Other than deferred income tax
assets and long-term deposits
and prepayments and
right-of-use assets ) 7,808 - - 7,808
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The segment information provided to the Executive Directors for the reportable segments
for the six months ended 31 August 2018 is as follows:

Unaudited
Six months ended 31 August 2018
Retail Others Total

Mainland
China

HK &
Macau

RMB’000 RMB’000 RMB’000 RMB’000

Revenue from external customers 429,776 30,671 - 460,447

Reportable segment loss (2,093) (1,932) - (4,025)

Other income (excluding
government incentives) 39

Other loss, net (1,176)
Finance income 5,490
Unallocated expenses (850)

Loss before income tax (522)
Income tax expense (8,509)

Loss for the period (9,031)

Depreciation and amortisation 16,318 725 - 17,043

Additions to non-current assets
(Other than deferred income tax
assets and long-term deposits
and prepayments) 9,260 1,461 - 10,721

For the six months ended 31 August 2019 and 31 August 2018, revenues from external
customers are mainly derived from the Group’s own brands, le saunda, le saunda MEN,
LINEA ROSA, PITTI DONNA and CNE.
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An analysis of the Group’s assets and liabilities as at 31 August 2019 by reportable
segment is set out below:

Unaudited
As at 31 August 2019

Retail Others Total
Mainland

China
HK &
Macau

RMB’000 RMB’000 RMB’000 RMB’000

Segment assets 910,622 212,393 154 1,123,169

Deferred income tax assets 53,264
Unallocated assets 32,993

Total assets per condensed
consolidated balance sheet 1,209,426

Segment liabilities 160,444 18,880 7 179,331

Current income tax liabilities 6,748
Deferred income tax liabilities 26,050
Unallocated liabilities 6,364

Total liabilities per condensed
consolidated balance sheet 218,493
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An analysis of the Group’s assets and liabilities as at 28 February 2019 by reportable
segment is set out below:

Audited
As at 28 February 2019

Retail Others Total
Mainland

China
HK &
Macau

RMB’000 RMB’000 RMB’000 RMB’000

Segment assets 929,287 314,366 145 1,243,798

Deferred income tax assets 54,302
Unallocated assets 28,058

Total assets per consolidated
balance sheet 1,326,158

Segment liabilities 99,521 6,005 13 105,539

Current income tax liabilities 5,745
Deferred income tax liabilities 27,869
Unallocated liabilities 839

Total liabilities per consolidated
balance sheet 139,992

(ii)The revenue from external customers of the Group by geographical segments is as
follows:

REVENUE

For the six months ended 31 August 2019 and 31 August 2018, there was no transaction
with a single external customer that amounted to 10% or more of the Group’s revenue.

Unaudited
Six months ended 31 August

2019 2018
RMB’000 RMB’000

Mainland China 356,773 429,776
Hong Kong 18,616 28,889
Macau 1,335 1,782

Total 376,724 460,447
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(iii) An analysis of the non-current assets (other than deferred income tax assets) of the
Group by geographical segments is as follows:

NON-CURRENT ASSETS

Unaudited
31 August

Audited
28 February

2019 2019
RMB’000 RMB’000

Mainland China 133,386 151,262
Hong Kong 12,417 13,937
Macau 74,250 69,541

Total 220,053 234,740

5 OTHER INCOME AND OTHER GAIN AND LOSS, NET

Unaudited
Six months ended 31 August

2019 2018
RMB’000 RMB’000

Other income
Gross rental income from investment property 40 39
Government incentives 4,015 10,665

4,055 10,704
Other gain and loss, net

Net exchange loss (Note (a)) (7,255) (5,773)
Fair value gain on investment property 6,000 -
Gain on disposal of property, plant and equipment and
land use rights (Note (b)) - 4,597

(1,255) (1,176)

2,800 9,528

(a) Net exchange gain or loss arose from the settlement of transactions denominated in
foreign currencies and from the translation at period-end exchange rates of monetary
assets and liabilities, including inter-company balances, denominated in foreign
currencies.

(b) In June 2018, the Group disposed a property at a consideration of RMB6,000,000 and
recognised a gain of RMB4,597,000.



17

6 EXPENSES BY NATURE

Operating profit/ (loss) is stated after charging/ (crediting) the following:

Unaudited
Six months ended 31 August

2019 2018
RMB’000 RMB’000

Auditors’ remuneration 1,162 1,032
Amortisation of land use rights - 392
Depreciation of property, plant and equipment 14,855 16,651
Depreciation of right-of-use assets 13,118 -
Loss on disposal of property, plant and equipment 2,682 1,066
Costs of sales 135,533 170,066
Expenses relating to short-term leases and variable lease payments 61,113 -
Operating lease rentals in respect of land and buildings

- minimum lease payments - 27,290
- contingent rents - 667

Freight charges 3,656 4,364
Advertising and promotional expenses 11,859 22,053
Postage and express charges 1,526 2,296
Concessionaire fees - 78,380
Employee benefit expenses (including directors’ emoluments and

value of employees services) 123,698 147,609
Write back of impairment on inventories (1,615) (4,815)
Impairment losses on trade receivables - 4,124

7 FINANCE INCOME, NET

Unaudited
Six months ended 31 August

2019 2018
RMB’000 RMB’000

Interest income on bank deposits 3,752 3,394
Other finance income 1,001 2,096
Interest on lease liabilities (1,007) -

3,746 5,490
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8 INCOME TAX EXPENSE

The amount of income tax charged to the condensed consolidated income statement represents:

Unaudited
Six months ended 31 August

2019 2018
RMB’000 RMB’000

Current income tax
People’s Republic of China (“PRC”) corporate income tax 8,181 7,908

Deferred income taxation (626) 601

7,555 8,509

No provision for Hong Kong profits tax has been made during the period.

PRC corporate income tax is provided on the profits of the Group’s subsidiaries in the PRC at
25% (2018: 25%).

9 EARNINGS OR LOSS PER SHARE

Basic

Basic earnings/ (loss) per share is calculated by dividing the profit/ (loss) attributable to
owners of the Company by the weighted average number of ordinary shares in issue during
the period.

Unaudited
Six months ended 31 August

2019 2018

Profit/ (loss) attributable to owners of the Company (RMB’000) 2,388 (9,585)

Weighted average number of ordinary shares in issue (’000) 705,895 705,895

Basic earnings/ (loss) per share (RMB cents) 0.34 (1.36)

Diluted

For the six months ended 31 August 2019 and 31 August 2018, the diluted earnings/ (loss) per
share were the same as the basic earnings/ (loss) per share as the Company’s share options
outstanding during the period were anti-dilutive potential ordinary shares.
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10 DIVIDEND

Unaudited
Six months ended 31 August

2019 2018
RMB’000 RMB’000

No interim dividend
(six months ended 31 August 2018: No interim dividend) - -

A dividend of approximately RMB214,470,000 that related to the financial year ended 28
February 2019 was paid in July 2019 (2018: RMB46,508,000).

At the Board of Directors’ meeting held on 30 October 2019, the Board of Directors does not
recommend the payment of an interim dividend for the six months ended 31 August 2019.

11 TRADE RECEIVABLES AND OTHER RECEIVABLES

The ageing analysis of the trade receivables based on invoice date is as follows:

Unaudited
31 August

2019

Audited
28 February

2019
RMB’000 RMB’000

Trade receivables (Note (a))

Current to 30 days 67,352 61,588
31 to 60 days 3,069 6,312
61 to 90 days 1,259 1,999
Over 90 days 2,233 2,333

73,913 72,232
Other receivables 2,395 2,708

Total 76,308 74,940

(a) The Group’s concessionaire sales through department stores are generally collectible
within 30 to 60 days from the invoice date.

The carrying amounts of trade receivables and other receivables approximate their fair values.
There is no concentration of credit risk with respect to trade receivables as the Group has a
large number of customers.
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12 TRADE PAYABLES, OTHER PAYABLES AND CONTRACT LIABILITIES

The credit periods granted by suppliers are generally ranged from 7 to 60 days. The ageing
analysis of the trade payables based on invoice date is as follows:

Unaudited
31 August

2019

Audited
28 February

2019
RMB’000 RMB’000

Trade payables

Current to 30 days 16,744 9,637
31 to 60 days 16,660 5,706
61 to 90 days 2,198 1,909
91 to 120 days 440 803
Over 120 days 1,460 1,148

37,502 19,203
Other payables 92,066 77,360
Contract liabilities 8,951 9,815

Total 138,519 106,378
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MANAGEMENT’S DISCUSSION ANALYSIS

FINANCIAL REVIEW

OPERATING RESULTS

The Group is engaged in the design, development, manufacturing and retailing of ladies’ and men’s
footwear, handbags and fashionable accessories in Mainland China, Hong Kong and Macau under a
vertically-integrated business model. The major proprietary brands of the Group include le saunda,
le saunda MEN, LINEA ROSA, PITTI DONNA and CNE, which aim to appeal to diversified target
customer groups with their distinctive product lines.

In the first half of fiscal year 2019/20, total revenue of the Group decreased by 18.2% year-on-year
to RMB376,700,000 (2018/19: RMB460,400,000). Consolidated gross profit dropped by 16.9%
year-on-year to RMB241,200,000 (2018/19: RMB290,400,000). The Group recorded an overall
gross profit margin of 64.0%, representing a slight increase of 0.9 percentage point as compared to
the corresponding period in the last financial year. During the period, the Group changed from
loss-making to profitable. Consolidated profit attributable to owners of the Company was
RMB2,400,000 (2018/19: consolidated loss of RMB9,600,000).

RMB (million) 1H 2019/20 1H 2018/19 Change
Revenue 376.7 460.4 (18.2%)
Gross profit 241.2 290.4 (16.9%)
Gross profit margin 64.0% 63.1% 0.9 percentage

point
Consolidated profit/ (loss) attributable to

owners 2.4 (9.6)
Basic earnings/ (loss) per share (RMB cents) 0.34 (1.36)
Interim dividend - -
Dividend pay-out ratio N/A N/A
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PROFITABILITY ANALYSIS

During the period under review, the performance of retail stores in Mainland China improved,
resulting in a low growth recorded in the same-store sales of the Group. However, the consolidation
of underperforming stores had led to a significant decrease in number of retail stores, and with the
decline of e-commerce sales, the Group’s overall revenue recorded a year-on-year decline of 18.2%
to RMB376,700,000 (2018/19: RMB460,400,000). To cope with unfavourable market conditions,
the Group has adjusted its sales strategies, resulting in a slight increase of gross profit margin by 0.9
percentage point year-on-year to 64.0% while consolidated gross profit still decreased by 16.9% to
RMB241,200,000 (2018/19: RMB290,400,000).

In response to the drop in revenue, the Group strictly controlled selling expenses such as
concessionaire fees and promotion. As such, selling and distribution expenses decreased by 27.0%
year-on-year to RMB168,700,000 (2018/19: RMB231,000,000). As the decrease in the related
expenses was more than that of revenue, the ratio of selling and distribution expenses to total
revenue decreased by 5.4 percentage points to 44.8% (2018/19: 50.2%). During the period under
review, the Group strictly controlled its efforts in promotion activities both online and offline. As a
result, the advertising and promotional expenses accounted for 3.1% of sales (2018/19: 4.8%),
representing a year-on-year decrease of 1.7 percentage points.

With the downsize of business operations, general and administrative expenses decreased by 7.7%
to RMB69,200,000 (2018/19: RMB74,900,000) compared to the corresponding period of last
financial year. Since back office expenses are mostly fixed expenses, general and administrative
expenses as a percentage of total revenue increased by 2.1 percentage points to 18.4% (2018/19:
16.3%). The Group will continue to streamline its management structure to adjust its expenses ratio
in order to be in line with the industry level.

Other income decreased by 62.1% to RMB4,100,000 (2018/19: RMB10,700,000) as compared to
the corresponding period of last year, which is mainly due to the decrease in local government
incentives. Other loss was mainly represented by the foreign exchange difference. During the
period, the exchange rate of RMB continued to depreciate, and foreign exchange loss increased to
RMB7,300,000 (2018/19: loss of RMB5,800,000).

Overall, during the first half of 2019/20 financial year, the Group changed from loss-making to
profitable. The consolidated profit attributable to owners of the Company was RMB2,400,000
(2018/19: loss of RMB9,600,000). Basic earnings per share was RMB0.34 cent (2018/19: loss of
RMB1.36 cents). The Board does not recommend the payment of an interim dividend. (2018/19:
Nil).

INCOME TAX EXPENSE

During the period under review, income tax expense amounted to approximately RMB7,600,000
(2018/19: RMB8,500,000), representing a decrease of 11.2% year-on-year. Effective from 2012, all
business entities of the Group in China are subject to an income tax rate of 25%, while the profit tax
rate for the operations in Hong Kong remains at 16.5%. Pursuant to the Enterprise Income Tax Law
of China, a withholding income tax of 5–10% shall be levied on the dividends remitted by a
Chinese subsidiary to its foreign parent company starting from 1 January 2008. Excluding the
effects of the items not subject to taxation, the effective income tax rate of the Group was 28.5%
(2018/19: 27.6%).
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INVENTORY MANAGEMENT

As at 31 August 2019, the Group’s inventory balance was RMB330,400,000, representing a
decrease of 7.2% as compared to the inventory balance of RMB355,900,000 of the corresponding
period of last year. Inventory turnover days of finished goods increased by 58 days to 378 days (31
August 2018: 320 days).

A breakdown of inventory balance was as follows:

RMB (million)
As at 31 August

2019
As at 31 August

2018
Changes in

value
Changes

in %
Raw materials and

work-in-progress 28.8 28.3 0.5 1.8%
Finished goods 301.6 327.6 (26.0) (7.9%)

Total 330.4 355.9 (25.5) (7.2%)

The Group has been closing down underperforming stores and clearing off-season inventory; at the
same time, it has moderately developed businesses and increased the related inventories.
Nevertheless, the Group will as usual maintain strict control on the ageing of inventory. As at 31
August 2019, approximately 75% of the Group’s finished goods had an ageing of inventory of less
than one year (31 August 2018: 76%).

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s financial position remained very strong and healthy. As at 31 August 2019, the Group’s
cash and bank balance amounted to RMB418,000,000 (28 February 2019: RMB590,600,000).
Despite of the sales slowdown, the cash flow remained steady. The quick ratio was 3.2 times (28
February 2019: 5.9 times). As at the end of the financial period, the Group had not borrowed any
bank loan and had no outstanding bank loan (28 February 2019: Nil). Forward contracts will be
used, if necessary, to hedge related debts and bank borrowings arising from overseas purchases. The
Group did not enter into any forward contracts to hedge its foreign exchange risks during the
period. In addition, working capital requirements for the Group’s business operations will be
financed by bank loans when necessary.

During the period ended 31 August 2019, the Group’s cash and bank balances were held in Hong
Kong dollars, U.S. dollars, Euro and RMB respectively, and were deposited in several leading
banks with maturity of less than one year.

Based on the Group’s steady cash inflow from its operations, coupled with its existing cash and
banking facilities, the Group has adequate financial resources to fund its future needs.
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BUSINESS REVIEW

Overview

The gross domestic product (GDP) of China in the first half of 2019 increased by 6.2%, down 0.6
percentage point as compared to the corresponding period of last year; GDP for the third quarter of
2019 further declined to 6.0%, continuing the downward trend since the first quarter of 2018 and
hitting a new low of quarterly value in 27 years. Besides, the prolonged Sino-US trade war has not
only caused the slowdown of China’s exports, but also hurt the consumption and investment
sentiments. Despite the situation of China-US trade has been slightly alleviated, the global economy
will not improve rapidly in the short term. Since 2018, China promoted consumption upgrade to
boost the country’s economic growth, triggering the demand change of different consumer groups
which imposed new requirements on retail enterprises to transform and innovate. Domestic retail
industry has quickened its pace in transformation and upgrading to satisfy new consumption
demands and to provide better experience for its customers.

Affected by the factors of economic downturn and market uncertainties, the total revenue of the
Group reduced by 18.2% year-on-year to RMB376,700,000 (2018/19: RMB 460,400,000) while
recorded same-store sales increased by 3.7% (2018/19: decreased by 10.2%) in the period under
review. Facing challenges in the business environment, the Group improved its product quality and
service experience, utilized information technology to enhance enterprise informatization and
continuously optimized its operational structure and distribution network to enhance operational
efficiency.

Retail Network

Mainland China is the key market of the Group’s retail business. As at the period-end day, the
Group had a retail network comprised of 465 stores in Mainland China, Hong Kong and Macau,
representing a net reduction of 156 stores compared to the corresponding period of last year. The
number of self-owned stores dropped by 150, while the number of franchised stores decreased by 6
during the period.

As at 31 August 2019, there were 342 core brand le saunda stores and 1 le saunda MEN store,
representing a net decrease of 132 stores as compared to the end of last period. As for the high-end
fashionable brand, LINEA ROSA, saw a net reduction of 7 stores to bring the total number of stores
to 62, as compared to the end of last period.
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As at 31 August 2019, the breakdown of the Group’s retail network was as follows:

Number of Outlets by Region

Self-owned
(Year-on-year

change)

Franchise
(Year-on-year

change)

Total
(Year-on-year

change)

Mainland China 400 (-149) 56 (-6) 456 (-155)
 Northern, Northeastern &

Northwestern Regions 86 (-31) 48 (-5) 134 (-36)
 Eastern Region 143 (-31) 2 (-0) 145 (-31)
 Central and Southwestern

Regions 75 (-48) 6 (-1) 81 (-49)
 Southern Region 96 (-39) - - 96 (-39)

Hong Kong and Macau 9 (-1) - - 9 (-1)

Total 409 (-150) 56 (-6) 465 (-156)

Mainland China

The Group’s sales in Mainland China decreased by 17.0% year-on-year to RMB356,800,000
(2018/19: RMB429,800,000), which was brought about by the following reasons: (1) the Group
continuously optimized its distribution network and closed down low-profit stores, resulting in a
diminished total sales as compared to the corresponding period of last year;  (2) noticeable
changes in the consumer behavior and demand of different customer groups, especially the
millennials and middle-class women, leading to a more diversified, specified and personalized
market which has imposed new requirements on retail enterprises to transform and innovate;  (3)
the e-commerce market is growing rapidly while more and more e-commerce companies open
physical stores to compete for market shares with the traditional retailers;  (4) market competition
intensifies, while manpower costs, rental costs and sales related expenses are continuously rising.
The Group has better integrated its online and offline sales channels to increase overall customer
traffic, improved customer shopping experience at physical stores, understood and satisfied
customer needs and expectations and better controlled its operating costs in order to remain
competitive in the market.

Hong Kong and Macau

In the first half of 2019, Hong Kong’s economy grew by 0.5% year-on-year, which was the worst
since the 2009 recession. It is expected that the economy will enter a technical recession in the third
quarter of this year. The protest activities in Hong Kong persisted for several months, which
severely affected the business environment and consumption sentiment and pessimism grew among
the public. Hong Kong’s total visitor arrivals and total retail sales have both declined, the retail and
tourism industries were badly affected. In addition, the adverse impact of the Sino-US trade war and
China’s economic slowdown on the Hong Kong economy is emerging. Subject to those negative
economic factors, the Group’s sales in Hong Kong and Macau region decreased by 35.0%
year-on-year to RMB20,000,000 (2018/19: RMB30,700,000). During the period under review, the
Group’s number of stores in Hong Kong and Macau reduced by 1 store to 9 stores. The protest
activities in Hong Kong are expected to carry on in the short term and it is inevitable that the
economy will enter a recession, the Group will closely monitor the market conditions and strive for
better performance in a prudent and pragmatic manner.
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E-Commerce Business

From January to August of 2019, the national online retail sales amounted to RMB6.44 trillion,
representing a year-on-year increase of 16.8%. The growth rate has dropped comparing with past
few years. The e-commerce market is changing rapidly. “Social e-commerce” (Users share their
reviews and opinion on products via their social media network like WeChat) successfully gained a
share in the market and even threatening the huge e-commerce platform operators who have entered
the e-commerce market in the early stage. With a large number of competitors joining the market,
the fragmentation of e-commerce has accelerated, the cost of operators has significantly increased
and the traditional e-commerce operators have encountered business growth bottleneck. During the
period under review, the revenue of the Group’s e-commerce business decreased by 22.6%
year-on-year. Facing the market challenges, the Group is developing multichannel operations,
exploring new resources on e-commerce platforms and continuously improving supply chain
efficiency.

OUTLOOK AND LONG-TERM STRATEGIES OF THE GROUP

In 2019, the international trade and economic environment saw some drastic changes. The unilateral
trade protectionism and conflicts have been normalized, and the pressure of Mainland’s economy
slowdown increases. Given the current gloomy economic conditions, the Group will continuously
optimize its distribution network, close down low-profit stores and take a cautious and prudent
approach in business expansion. It is expected that the Group will have a relatively high inventory
level for a certain period of time. To maintain a good cash flow condition, the Group will boost its
sales in the second half of the year. As a result, the Group’s gross profit margin and net profit
margin will be affected.

Nowadays, customer demand diversifies among different tiers of customers in Mainland China. The
young middle class is more concerned with shopping experience and product quality. In light of the
current market conditions in Mainland China, the Group will further enhance its brands’ positioning
and core customer base, identify market trends, strengthen its position in the women footwear
market in Mainland China and continuously improve the distribution network to boost the store
performance.

PLEDGE OF ASSETS

As at 31 August 2019, bank deposit of RMB728,000 (28 February 2019: RMB665,000) has been
pledged as rental deposit for a subsidiary of the Company.

CORPORATE GUARANTEES

The Company has given corporate guarantees in favour of banks for banking facilities granted to
certain subsidiaries on letters of credit and bank loans to the extent of RMB227,800,000 (28
February 2019: RMB212,900,000), of which RMB5,900,000 (28 February 2019: RMB2,400,000)
was utilised as at 31 August 2019.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six months ended 31
August 2019 (2018: no interim dividend).
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EMPLOYEES AND REMUNERATION POLICIES

As at 31 August 2019, the Group had a staff force of 2,653 people (28 February 2019: 2,958 people).
Of this number, 69 were based in Hong Kong and Macau and 2,584 in Mainland China. The
remuneration level of the Group’s employees was in line with market trends and commensurate to
the level of pay in the industry. Remuneration of the Group’s employees comprised basic salaries,
bonuses and long-term incentives. Total employee benefit expenses for the six months ended 31
August 2019, including Directors’ emoluments, net pension contributions and the value of
employee services, amounted to RMB123,700,000 (2018: RMB147,600,000). The Group has all
along organized structured and diversified training programmes for staff at different levels. Outside
consultants will be invited to broaden the contents of the training programmes.

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

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities during the six months ended 31 August 2019.

AUDIT COMMITTEE

As at 31 August 2019 and up to the date of this announcement, the audit committee (the “Audit
Committee”) of the Board comprises three independent non-executive Directors, namely Mr. Lam
Siu Lun, Simon (chairman of the Audit Committee), Mr. Leung Wai Ki, George and Mr. Hui Chi
Kwan.  Mr. Lam has appropriate professional qualifications or accounting or related financial
management expertise as required under Rule 3.21 of the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”).

The primary functions and duties of the Audit Committee are to recommend the appointment,
re-appointment and removal of the external auditor, oversee the integrity of financial information of
the Company and its disclosure, provide independent review of the effectiveness of the financial
controls, risk management and internal control systems of the Group, and review the accounting
policies and practices adopted by the Group. The full terms of reference of the Audit Committee are
posted on the respective websites of the Stock Exchange and the Company.

The Audit Committee has reviewed this announcement, which was prepared based on (i) the
accounting policies and practices adopted by the Group; and (ii) the unaudited condensed
consolidated interim financial information for the six months ended 31 August 2019. After review
and discussions, the Audit Committee recommended the Board to approve the unaudited condensed
consolidated interim financial information for the six months ended 31 August 2019.

CORPORATE GOVERNANCE PRACTICES

The Group is committed to achieving and maintaining the highest standard of corporate governance.
The Board and its management understand that it is their responsibility to establish a good corporate
management system and practice and strictly comply with the principles of independence,
accountability, responsibility and impartiality so as to improve the operation transparency of the
Company, protect the interests of the Shareholders and create values for the Shareholders.
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During the period under review, the Company has complied with the provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 to the Listing Rules, except for
deviation from code provision A.6.7 of the CG Code which stipulates, among others, that
independent non-executive Directors and other non-executive Directors should attend general
meetings. Due to other business engagement, Mr. Lee Tze Bun, Marces, a non-executive Director,
was unable to attend the annual general meeting of the Company held on 8 July 2019.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules as its own code of
conduct (the “Code of Conduct”) regarding securities transactions by the Directors since 4 October
2005. The terms of the Code of Conduct are no less exacting than the required standards in the
Model Code, and the Code of Conduct applies to all the relevant persons as defined in the Code of
Conduct, including the Directors, any employee of the Company, or a director or employee of a
subsidiary or holding company of the Company, who, by reason of such office or employment, are
likely to be in possession of unpublished price sensitive information in relation to the Company or
its securities.

Having made specific enquiry of all the Directors, all Directors have confirmed that they have
complied with the Code of Conduct and the required standard set out in the Model Code during the
six months ended 31 August 2019 and up to the date of this announcement.

PUBLICATION OF INTERIM REPORT

The interim report of the Company for the six months ended 31 August 2019 containing all the
information required by the Listing Rules will be despatched to the Shareholders and available on
the websites of the Stock Exchange (http://www.hkex.com.hk) and the Company
(http://www.lesaunda.com.hk) in due course on or before 30 November 2019.
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