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PART I  - INFORMATION REQUIRED FOR ANNOUNCEMENTS OF QUARTERLY (Q1, Q2 & Q3), 
HALF-YEAR AND FULL YEAR RESULTS 
 

 
1(a)(i) An income statement (for the Group) together with a comparative statement for the 

corresponding period of the immediately preceding financial year. 
 

 CONSOLIDATED COMBINED INCOME STATEMENT 
 

 
Basis of Preparation: 

 
In accordance with the provisions of Recommended Accounting Practice No. 12 (“RAP 12”), the 
Consolidated Financial Statements of China Zaino International Ltd (“the Company”) and its 
subsidiaries (collectively referred to as “the Group”) are presented as if the Company was in 
existence throughout the previous reported financial period notwithstanding the fact that the 
Company was not the holding corporation for the reported financial period as in substance the 
combined entities are continuing to trade as before but with a new legal parent form subsequently.  

 
 

2008 2007 % 2008 2007 %
RMB'000 RMB'000 Change RMB'000 RMB'000 Change

Unaudited Unaudited Unaudited Unaudited

Revenue 542,834         357,955         51.6     1,048,931        632,160         65.9     
Cost of sales (365,984)        (242,392)        51.0     (710,167)          (428,859)        65.6     

 Gross profit  176,850         115,563         53.0     338,764           203,301         66.6     

Other income 870                95                  815.8   1,284               147                773.5   

Selling and distribution expenses (25,072)          (16,545)          51.5     (48,740)            (31,607)          54.2     

Administrative expenses * (18,998)          (8,643)            119.8   (27,623)            (14,562)          89.7     

Finance costs (393)               (307)               28.0     (760)                 (570)               33.3     

Profit before taxation 133,257         90,163           47.8     262,925           156,709         67.8     

Income tax expense (26,367)          (18,091)          45.7     (50,286)            (31,184)          61.3     

Profit attributable to shareholders 106,890         72,072           48.3     212,639           125,525         69.4     

 Gross profit margin 32.6% 32.3% 32.3% 32.2%

 Profit before tax margin 24.5% 25.2% 25.1% 24.8%

Net profit after tax margin 19.7% 20.1% 20.3% 19.9%

Second Quarter Half Year

 
 

 
* Administrative expenses of second quarter and half year ended 30 June 2008 included one-off 

share of IPO expenses of approximately RMB5.5 million.  
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1(a)(ii) The following items (with appropraite breakdowns and explanations), if significant, must 

either be included in the income statement or in the notes to the income statement for the 
current financial period reported on and the corresponding period of the immediately 
preceding financial year. 

 
 
 

Notes to income statements: 
  
 

2008 2007 % 2008 2007 %

RMB'000 RMB'000 Change RMB'000 RMB'000 Change

Unaudited Unaudited Unaudited Unaudited

(a) Income statement includes the following:

Amortisation of intangible assets 20             19             5.3          40             38             5.3      

Depreciation of property, plant and 
equipment 1,504        1,409        6.7          2,977        2,683        11.0    

Interest expenses 393           307           28.0        760           570           33.3    

Exchange loss # 1,396        87             1,504.6   1,636        157           942.0  

Minimum lease payments under operating 
lease for leasehold buildings 411           410           0.2          822           820           0.2      

(b) Other operating income comprises:

Interest income 870           95             815.8      1,284        147           773.5  

Second Quarter Half Year

 
 

 
# In second quarter and half year ended 30 June 2008, exchange loss increased by approximately 

RMB1.3 million mainly arising from conversions of Singapore dollars to Renminbi on remittances of 
our IPO proceeds to PRC. 
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1(b)(i)  A balance sheet (for the issuer and Group), together with a comparative statement as at 

the end of the immediately preceding financial year. 
 

The Company

As at 30 As at 31 As at 30

June 2008 December 2007 June 2008

RMB ‘000 RMB ‘000 RMB ‘000

Unaudited Audited Unaudited

Non-Current assets

Intangible assets 3,378                    3,374                    -                       

Property, plant and equipment 64,283                  65,806                  -                       

Investment in subsidiaries -                       -                       70,000                  

67,661                  69,180                  70,000                  

Current assets

Inventories 44,053                  43,217                  -                       

Trade receivables 211,747                186,743                -                       

Prepayment and other receivables 4,974                    3                          -                       

Amount due from subsidiary -                       -                       411,062                

Cash and bank balances 808,093                161,981                8,581                    

1,068,867             391,944                419,643                

Less: Current Liabilities

Trade and bills payables 113,126                71,901                  -                       

Accrued liabilities and other payables 47,990                  42,910                  7,153                    

Interest-bearing bank borrowings 13,164                  17,589                  -                       

Income tax payables 26,367                  24,285                  -                       

200,647                156,685                7,153                    

Net current assets 868,220                235,259                412,490                

Net assets 935,881                304,439                482,490                

Share capital and reserves

Share capital 4,810                    70,000                  4,810                    

Share premium 420,570                -                       420,570                

Merger reserve 65,939                  -                       65,939                  

Exchange reserve (2,515)                  -                       (2,515)                  

Statutory reserves 89,147                  67,252                  -                       

Retained earnings 357,930                167,187                (6,314)                  
Total equity 935,881                304,439                482,490                

The Group

 
 

Note: 
 
The Company was incorporated in Bermuda on 12 December 2007 with share capital of S$1.00 
and as at 31 December 2007, the Company has yet to complete the restructuring exercise. 
Accordingly, no comparative figures for the Company has been presented as it was not 
meaningful. 
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1(b)(ii)  Aggregate amount of Group’s borrowings and debt securities. 
 

Amount repayable in one year or less, or on demand 
 

 

Secured Unsecured Secured Unsecured
RMB ‘000 RMB ‘000 RMB ‘000 RMB ‘000

Bills payable 8,260           -               7,330           -               
Bank loans 13,164         -               17,589         -               

21,424         -               24,919         -               

As at 30 June 2008 As at 31 December 2007

 
 
 

Amount repayable after one year 
 

Secured Unsecured Secured Unsecured

RMB ‘000 RMB ‘000 RMB ‘000 RMB ‘000

Bills payable -               -               -               -               

Bank loans -               -               -               -               

-               -               -               -               

As at 30 June 2008 As at 31 December 2007

 
 
 

Details of any collateral 
 
Certain Group’s assets were pledged against bills payable and bank loans of the Group. 
The aggregate carrying amount were: 
 
 

As at 30 As at 31
June 2008 December 2007
RMB ‘000 RMB ‘000

Land Use Right 3,314         3,350        

Property, Plant and Equipment 39,625       40,792      
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1(c) A cash flow statement (for the Group), together with a comparative statement for the 

corresponding period of the immediately preceding financial year.  
 

 CONSOLIDATED CASHFLOW STATEMENT 
 

2008 2007 2008 2007
RMB'000 RMB'000 RMB'000 RMB'000

Unaudited Unaudited Unaudited Unaudited
Cash flows from operating activities
Profit before taxation 133,257         90,163            262,925          156,709          

Adjustments for:
Depreciation of property, plant and equipment 1,504            1,409              2,977              2,683             
Amortization of intangible assets 20                 19                   40                   38                  
Interest income (870)              (95)                  (1,284)             (147)               
Interest expenses 393               307                 760                 570                
Operating profit before working capital changes 134,304         91,803            265,418          159,853          

(Increase)/decrease in inventories 4,125            2                     (836)                (2,477)            
(Increase)/decrease in trade receivables (25,888)         (19,950)           (25,004)           7,886             
(Increase)/decrease in prepayments and other receivables 228               (2,100)             (4,971)             (2,979)            
Increase in trade and bills payables 11,360          12,677            41,224            19,652            
Increase in accrued liabilities and other payables 4,725            3,536              5,080              5,669             
Cash generated from operations 128,854         85,968            280,911          187,604          
Interest expenses (393)              (307)                (760)                (570)               
Income tax paid (23,920)         (13,093)           (48,205)           (27,616)          

Net cash generated from operating activities 104,541         72,568            231,946          159,418          

Cash flows from investing activities
Acquisition of property, plant and equipment (1,126)           (904)                (1,454)             (4,869)            
Acquisition of intangible assets -                -                  (44)                  -                 
Interest received 870               95                   1,284              147                
Net cash used in investing activities (256)              (809)                (214)                (4,722)            

Cash flows from financing activities
Bank loans obtained 5,577            6,308              20,147            14,840            
Repayment of bank loans (14,946)         (4,309)             (24,572)           (9,058)            
Issue of new shares 418,804         -                  418,804          -                 
(Increase)/decrease in fixed deposit pledged 1,968            735                 111                 (1,385)            
Advance to a director -                (155,000)         -                  (155,000)        
Net cash received/(used) in financing activities 411,403         (152,266)         414,490          (150,603)        

 Net increase/(decrease) in cash and cash equivalents 515,688         (80,507)           646,222          4,093             

 Cash and cash equivalents at beginning of the period 290,567         90,349            160,033          5,749             

Cash and cash equivalents at end of the period 806,255         9,842              806,255          9,842             

Cash and bank balances at end of the period 808,093         13,322            808,093          13,322            
Less: fixed deposits pledged 1,838            3,480              1,838              3,480             
Cash and cash equivalents at end of the period 806,255         9,842              806,255          9,842             

Second Quarter Half Year

 
 

For the purpose of cash flow statement, cash and cash equivalents exclude fixed deposits 
pledged of approximately RMB1,838,000 and RMB3,480,000 as at 30 June 2008 and 30 June 
2007 respectively.
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1(d)(i) A statement (for the Group and Company) showing either (i) all changes in equity or (ii) 

changes in equity other than those arising from capitalisation issues and distributions to 
shareholders, together with a comparative statement for the corresponding period of the 
immediately preceding financial year. 

 
 

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
 

Share 
Capital 

Share 
Premium

Merger 
Reserve

Exchange 
Reserve

Statutory 
Reserves 

Retained 
Earnings Total 

RMB'000 RMB'000 RMB'000 RMB'001 RMB'000 RMB'000 RMB'000

Group

At 1 January 2007 25,980      -            -                 -            35,359        423,549     484,888    

Issue of share 44,020      -            -                 -            -              -             44,020      

Net profit for the three quarters -            -            -                 -            -              211,122     211,122    

Transfer to statutory reserves -            -            -                 -            4,670          (4,670)        -            

Dividend paid -            -            -                 -            -              (530,145)    (530,145)   

At 30 September 2007 (Audited) 70,000      -            -                 -            40,029        99,856       209,885    

Net profit for the quarter -            -            -                 -            -              94,554       94,554      

Transfer to statutory reserves -            -            -                 -            27,223        (27,223)      -            
At 31 December 2007 (Audited) 70,000      -            -                 -            67,252        167,187     304,439    

At 1 January 2008 70,000      -            -                 -            67,252        167,187     304,439    

Arising from group reorganisation (65,939)     -            65,939           -            -              -             -            

Issue of shares on IPO 749           420,570    -                 -            -              -             421,319    

Arising from translation differences -            -            -                 (2,515)       -              -             (2,515)       

Net profit for half year -            -            -                 -            -              212,638     212,638    

Transfer to statutory reserves -            -            -                 -            21,895        (21,895)      -            
At 30 June 2008 (Unaudited) 4,810        420,570    65,939           (2,515)       89,147        357,930     935,881    

Company

At date of incorporation (1)
-            -            -                 -            -              -             -            

Arising from group reorganisation (2)
4,061        -            65,939           -            -              -             70,000      

Issue of shares on IPO (3) 749           420,570    -                 -            -              -             421,319    

Arising from translation differences -            -            -                 (2,515)       -              -             (2,515)       

Net loss for half year -            -            -                 -            -              (6,314)        (6,314)       
At 30 June 2008 (Unaudited) 4,810        420,570    65,939           (2,515)       -              (6,314)        482,490    

Notes:

(1) The Company was incorporated in Bermuda on 12 December 2007 with share capital of S$1.00.

(2) Based on the Company’s issued share capital of S$800,000, converted to RMB at the exchange rate of S$ 1 = RMB 5.076

      on 18 February 2008, the date of completion of the share swap agreement.

(3) Based on the Company’s issued share capital of S$145,000, converted to RMB at the exchange rate of S$ 1 = RMB 5.168

      on 18 April 2008, the date of listing.
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1(d)(ii) Details of any changes in the Company's share capital arising from rights issue, bonus issue, 

share buy-backs, exercise of share options or warrants, conversion of other issues of equity 
securities, issue of shares for cash or as consideration for acquisition or for any other 
purpose since the end of the previous period reported on. State also the number of shares 
that may be issued on conversion of all the outstanding convertibles , as well as the number 
of shares held as treasury shares, if any, against the total number of issued shares excluding 
treasury shares of the issuer, as at the end of the current financial period reported on and as 
at the end of the corresponding period of the immediately preceding financial year. 

 
 
Pursuant to the initial public offering of the Company (“IPO”) on 18 April 2008, a total of 
145,000,000 new ordinary shares of S$0.001 each were issued by way of public offer and 
placement. 
 
Details of the changes to the issued and paid-up share capital of the Company since the end of 
the previous period reported on, up to 30 June 2008 are as follows: 
 

Number of 
shares

Issued and 
paid up capital 

(S$)

As at 31 March 2008 800,000,000       800,000           

New shares issued pursuant to the IPO 145,000,000       145,000           

Issued and paid-up capital after the IPO and as at 30 June 2008 945,000,000       945,000            
 

 
There were no outstanding convertibles or treasury shares held as at 30 June 2008. 

 
 

1(d)(iii)   To show the total number of issued shares excluding treasury shares as at the end of 
the current financial period and as at the end of the immediately preceeding year. 

 
As at 30 June 2008, the total number of issued shares was 945,000,000 ordinary shares of 
S$0.001 each. 
 
As at 31 December 2007, not applicable. 
 

 
1(d)(iv) A statement showing all sales, transfers, disposal, cancellation and/or use of treasury 

shares as at the end of the current financial period reported on. 
 

 Not applicable 
 
 
2. Whether the figures have been audited or reviewed and in accordance with which 

auditing standard or practice. 
 
The financial statement for the second quarter ended 30 June 2008 have not been audited or 
reviewed by the Company’s auditors.  

 
 
3.  Where the figures have been audited or reviewed, the auditors’ report (including any 

qualifications or emphasis of a matter). 
 

Not applicable 
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4.  Whether the same accounting policies and methods of computation as in the issuer’s 
most recently audited annual financial statements have been applied. 
 
The Group has applied the same accounting policies and methods of computations for the 
current reporting period as those for the combined audited financial statement as at 31 
December 2007.   
 

 
5.  If there are any changes in the accounting policies and methods of computation, 

including any required by an accounting standard, what has changed, as well as the 
reasons for, and the effect of, the change. 

  
There are no changes in the accounting policy and methods of computation. 

 
 
6.  Earnings per ordinary share of the group for the current financial period reported on and 

the corresponding period of the immediately preceding financial year, after deducting any 
provision for preference dividends. 

2008 2007 2008 2007

Profit attributable to shareholders (RMB©000) 106,890  72,072    212,639  125,525  

Basic earnings per share (RMB cents) 11.64      9.01        24.76      15.69      

Second Quarter Half Year

 
 

The basic earnings per share has been calculated based on net profit attributable to 
shareholders divided by the weighted average ordinary shares of 917,912,088 and 858,956,044 
shares for Q2 08 and 1H 08 respectively (2007: 800,000,000 shares). There is no difference 
between the basic and diluted earnings per share. 
 

 
7.  Net asset value (for the issuer and group) per ordinary share based on the total number 

of issued shares excluding treasury shares of the issuer at the end of the:- 
(a) current financial period reported on; and  
(b) immediately preceding financial year. 

The Company

As at 30 As at 31 As at 30

June 2008 December 2007 June 2008

Unaudited Audited Unaudited

Net assets value per share based on existing issued capital 
as at the respective period (RMB cents) 99.04                 38.05                 51.06                 

Number of ordinary shares in issue at the end of financial 
period (©000) 945,000             800,000             945,000             

The Group

 
For the purpose of this announcement, the Company’s pre-IPO share capital of 800,000,000 
shares were assumed to be in issue as at 31 December 2007 and the Group’s net asset value 
per share is computed based on the pre-IPO share capital of 800,000,000 shares. 
 
The Company was incorporated in Bermuda on 12 December 2007 with share capital of S$1.00 
and as at 31 December 2007, the Company has yet to complete the restructuring exercise. 
Accordingly, no comparative figures for the Company has been presented as it was not 
meaningful. 
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8.  A review of the performance of the Group, to the extent necessary for a reasonable 

understanding of the group’s business. It must include a discussion of the following:- 
 
(a) any significant factors that affected the turnover, costs, and earnings of the group for 
the current financial period reported on, including (where applicable) seasonal or cyclical 
factors; and 
 
 
Commentary on Financial Results 
 
 
Revenue 
 
 
For the second quarter ended 30 June 2008 (“Q2 08”), the Group recorded revenue of 
approximately RMB542.8 million, an increase of approximately RMB184.9 million or 51.6% over 
revenue of approximately RMB358.0 million for the second quarter ended 30 June 2007 (“Q2 
07”). 
 
For the half year ended 30 June 2008 (“1H 08”), the Group recorded revenue of approximately 
RMB1,048.9 million, an increase of approximately RMB416.7 million or 65.9% over revenue of 
approximately RMB632.2 million for the half year ended 30 June 2007 (“1H 07”). 
 
The increase in revenue for both Q2 08 and 1H 08 was attributable to (i) the increase of the 
number of our concessionary retail outlets, (ii) increase in our marketing efforts, and (iii) 
launching of luggage to the market (no luggage sales for both Q2 07 and 1H 07). 
 
Our revenue of Q2 08 recorded an increase of approximately 7.2% over the first quarter ended 
31 March 2008 (“Q1 08”). Q2 08 backpacks and luggage sales recorded an increase of 6.7% 
and 8.4% respectively over Q1 08. 
 
 
Breakdown of Revenue by products:

(RMB million) Q2 08 % Q2 07 % 1H 08 % 1H 07 % Q1 08 %
Backpacks 366.2      67.5 358.0      100.0 709.3      67.6 632.2      100.0 343.2 67.8
Luggage 176.6      32.5 -          -     339.6      32.4 -          -     162.9 32.2
Total 542.8      100.0 358.0      100.0 1,048.9   100.0 632.2      100.0 506.1 100

No. of unit (‘000) Q2 08 % Q2 07 % 1H 08 % 1H 07 % Q1 08 %
Backpacks 4,839      85.1 5,660      100.0 9,172      84.9 9,450      100.0 4,334 84.7
Luggage 845         14.9 -          -     1,628      15.1 -          -     782 15.3
Total 5,684      100.0 5,660      100.0 10,800    100.0 9,450      100.0 5,116 100

Average selling price (“ASP”) by products:

(RMB) Q2 08 Q2 07 1H 08 1H 07 Q1 08
Backpacks 75.7        63.2        77.3        66.9        79.2
Luggage 208.9      -          208.6      -          208.3
Overall 95.5        63.2        97.1        66.9        98.9  
 
 
As we build up our brand profile, we were able to increase the retail price and selling price of our 
DAPAI brand of products in Q2 08. Our ASP for backpacks increased by RMB12.5 or 
approximately 19.8% from RMB63.2 in Q2 07 to RMB75.7 in Q2 08 and increased by RMB10.4 
or approximately 15.5% from RMB66.9 in 1H 07 to RMB77.3 in 1H 08. 
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We introduced luggage to the market in September 2007, as we expect the the increasing 
domestic travel to drive demand for luggage. We sold approximately 845,000 units and1,628,000 
units of luggage in Q2 08 and 1H 08 respectively. In Q2 08, our ASP for luggage was 
approximately 2.8 times that of backpacks. Since luggage were newly launched in September 
2007, there was no comparison to Q2 07. 
 

(RMB million) Q2 08 % Q2 07 % 1H 08 % 1H 07 % Q1 08 %
DAPAI 488.2      89.9 325.0      90.8 965.7      92.1 578.9      91.6 477.5 94.3
OEM 54.6        10.1 33.0        9.2 83.2        7.9 53.3        8.4 28.6 5.7
Total 542.8      100.0 358.0      100.0 1,048.9   100.0 632.2      100.0 506.1 100

Breakdown of Revenue by our DAPAI brand (all sold in China) and OEM sales (all sold overseas):

 
 
For Q2 08, approximately 89.9% (1H 08, approximately 92.1%) of our products were sold under 
DAPAI brand. All our DAPAI brand of products were sold in China. The rest were OEM sales and 
they were customers overseas such as the EU, US, Canada and Australia. Going forward, in line 
with our brand building strategy, we will be increasingly focused on sales under our own brand. 
 
 
Cost of sales and gross profit margin 
 
 
Our cost of sales increased by approximately RMB123.6 million or 51.0% from approximately 
RMB242.4 million in Q2 07 to approximately RMB366.0 million in Q2 08, and increased by 
approximately RMB281.3 million or 65.6% from approximately RMB428.9 million in 1H 07 to 
approximately RMB710.2 million in 1H 08. The increase was in line with the increase in revenue. 
 
Our gross profit increased by approximately RMB61.3 million or 53.0% from approximately 
RMB115.6 million in Q2 07 to approximately RMB176.9 million in Q2 08, and increased by 
approximately RMB135.5 million or 66.6% from approximately RMB203.3 million in 1H 07 to 
approximately RMB338.8 million in 1H 08. The increase in gross profit was in line with the 
increase in revenue. 
 
Our overall GP margin increased slightly by 0.3 percentage points. For backpacks, our GP 
margin decreased slightly by 0.1 percentage points from approximately 32.3% in Q2 07 to 
approximately 32.2% in Q2 08 due to different composition of product mix. Since luggage were 
newly launched in September 2007, there was no comparison to Q2 07. 
 
Our overall GP margin of Q2 08 increased by 0.6 percentage points over that of Q1 08 and our 
overall GP margin of 1H 08 increased by 0.1 percentage points over that of 1H 07. The 
increases were due mainly to changes in the product mix of both backpacks and luggage. 
 

 

GP Margin Q2 08 Q2 07 1H 08 1H 07 Q2 08 Q1 08 Q4 07

Backpacks 32.2% 32.3% 32.0% 32.2% 32.2% 31.8% 32.4%

Luggage 33.3% -      32.9% -      33.3% 32.5% 33.0%

Overall 32.6% 32.3% 32.3% 32.2% 32.6% 32.0% 32.4%
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Other Income 
 
 
Other income increased by approximately RMB775,000 from approximately RMB95,000 in Q2 
07 to approximately RMB870,000 in Q2 08 and increased by approximately RMB1,137,000 from 
approximately RMB147,000 in 1H 07 to approximately RMB1,284,000 in 1H 08. They were due 
to the increase in interest income from bank deposits. Bank deposits increased due mainly to the 
increase in net cash inflow generated from operation and proceeds from new issue of shares 
pursuant to our IPO. Our other income comprises mainly interest income from bank deposits. 
 
 
Operating expenses 

 
 

(a) Selling and distribution expenses 
 
Our selling and distribution expenses increased by approximately RMB8.5 million or 51.5% from 
approximately RMB16.5 million in Q2 07 to approximately RMB25.1 million in Q2 08. The 
increase was in line with the expansion of our distribution network and our strategy to increase 
marketing efforts and to build brand awareness and was due mainly to an increase in 
entertainment expenses of approximately RMB0.9 million, in traveling expenses of 
approximately RMB1.0 million, in advertising expenses of approximately RMB3.2 million, in 
salaries and staff-related expenses of approximately RMB0.1 million , in exhibition expenses of 
approximately RMB2.2 million and in miscellaneous selling and distribution expenses of 
approximately RMB1.1 million. 
 
In Q2 08, advertising expenses increased by approximately RMB3.2 million due mainly to 
increasing amortization of sponsorship fees. 
 
Our selling and distribution expenses increased by approximately RMB17.1 million or 54.2% 
from approximately RMB31.6 million in 1H 07 to approximately RMB48.7 million in 1H 08. The 
increase was in line with the expansion of our distribution network and our strategy to increase 
marketing efforts and to build brand awareness. 

 
 

(b) Administrative expenses 
 

Our administrative expenses increased by approximately RMB10.4 million or 119.8% from 
approximately RMB8.6 million in Q2 07 to approximately RMB19.0 million in Q2 08. 
 
The major increase was due to the share of IPO expenses of approximately RMB5.5 million. 
The Company was listed in SGX on 18 April 2008. In compliance with FRS32, we had written off 
part of the common IPO expenses to current period based on a certain formula which the 
directors are of the view which will provide a reasonable split between funds raising exercise 
and listing exercise. 
 
Apart from the share of IPO expenses, other increase was due mainly to increases in salaries 
and staff-related expenses of approximately RMB1.4 million, in traveling and entertainment 
expenses of approximately RMB0.9 million, in exchange loss of approximately RMB1.3 million 
and in general office and administrative expenses of approximately RMB1.3 million. 
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In Q2 08, salaries and staff-related expenses increased by approximately RMB1.4 million due 
mainly to an increase in social security fees, in compliance with the social welfare measures 
required by the Chinese government for the workers, and the inclusion of salaries of the 
Company commencing from the date of listing. 
 
In Q2 08, exchange loss increased by approximately RMB1.3 million mainly arising from 
conversions of Singapore dollars to Renminbi on remittances of our IPO proceeds to PRC. 
 
Our administrative expenses increased by approximately RMB13.0 million or 89.7% from 
approximately RMB14.6 million in 1H 07 to approximately RMB27.6 million in 1H 08. The 
increase was due mainly to the share of IPO expenses and increases in salaries and staff-
related expenses, traveling and entertainment expenses, exchange loss and other general 
office and administrative expenses. 
 
 
(c) Finance costs 
 
Our finance costs increased by approximately RMB86,000 or 28.0% from approximately 
RMB307,000 in Q2 07 to approximately RMB393,000 in Q2 08 and increased by approximately 
RMB190,000 or 33.3% from approximately RMB570,000 in 1H 07 to approximately RMB760,000 
in 1H 08. Our finance costs increased due mainly to an increase in interest expenses as our 
average short-term bank loans increased. 

 
 

(d) Income tax expenses 
 
Our income tax expenses increased by approximately RMB8.3 million or 45.7% from 
approximately RMB18.1 million in Q2 07 to approximately RMB26.4 million in Q2 08. The 
increase was due mainly to the increase in profit before tax in Q2 08. Our income tax expenses 
represent the effective tax rates of approximately 20.1% in Q2 07 (19.9% in 1H 07) and 
approximately 19.8% in Q2 08 (19.1% in 1H 08). The applicable income tax rates for our two 
wholly owned subsidiaries in PRC were 15.0% for Dapai (China) Bags Co., Ltd (“Dapai”) and 
27% for Quanzhou Dabao Light Industrial Co., Ltd (“Dabao”) in Q2 07, and 15.0% for Dapai and 
25% for Dabao in Q2 08. 
 
 
(b) any material factors that affected the cash flow, working capital, assets or liabilities of 
the group during the current financial period reported on. 
 
Commentary on Financial Position 
 
Non-current assets 
 
Our non-current assets comprise mainly property, plant and equipment and intangible assets. 
 
Net book value of property, plant and equipment amounted to approximately RMB65.8 million 
and RMB64.3 million as at 31 December 2007 and 30 June 2008 respectively. Property, plant 
and equipment comprise mainly buildings at Dapai plant, and plant and machinery, furniture, 
fixtures and office equipment and motor vehicles at both Dapai and Dabao plants. We 
depreciate the property, plant and equipment using the straight-line method, less any estimated 
residual value, over their estimated useful lives. 
 
Intangible assets amounted to approximately RMB3.4 million and RMB3.4 million as at 31 
December 2007 and 30 June 2008 respectively. Intangible assets comprise mainly land use 
rights for Dapai plant. They are stated at cost and are amortised, on a straight-line basis, over 
the lease term of the land of 50 years. 
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The decrease in our non-current assets was due mainly to depreciation charge. 
 
 
Current Assets 
 
Our current assets comprise mainly inventories, trade receivables, prepayments and other 
receivables and cash and bank balances. 
 
Inventories comprise mainly raw materials, work in progress and finished goods. Inventories 
amounted to approximately RMB43.2 million and RMB44.1 million as at 31 December 2007 and 
30 June 2008 respectively. They were comparable over the two periods ended.  
 
Trade receivables amounted to approximately RMB186.7 million and RMB211.7 million as at 31 
December 2007 and 30 June 2008 respectively. The increase was in line with the growing trend 
of revenue, particularly from luggage sales.  
 
Prepayments and other receivables amounted to approximately RMB3,000 and RMB4,974,000 
as at 31 December 2007 and 30 June 2008 respectively. The increase was due mainly to 
installments prepaid for sponsorship activities, being stated at cost and amortised over the 
terms of the sponsorship. 
 
Cash and bank balances amounted to approximately RMB162.0 million and RMB808.1 million 
as at 31 December 2007 and 30 June 2008 respectively, representing an increase by RMB646.1 
million. The increase was due mainly to net cash inflow generated from operation and proceeds 
from new issue of shares pursuant to our IPO. 
 

 
Current Liabilities 
 
Our current liabilities comprise mainly trade and bills payables, accrued liabilities and other 
payables, interest-bearing bank borrowings and income tax payable. 
 
Trade and bills payables amounted to approximately RMB71.9 million and RMB113.1 million as 
at 31 December 2007 and 30 June 2008 respectively. The increase was due mainly to the 
increase in purchases of raw material to meet the anticipated increase in demand from 
customers, particularly from luggage sales. 
 
Accrued liabilities and other payables amounted to approximately RMB42.9 million and 
RMB48.0 million as at 31 December 2007 and 30 June 2008 respectively. Accrued liabilities 
and other payables comprise mainly accrued liabilities (mainly accrued wages, insurance and 
staff welfare), VAT payable, other payables and advance payments from customers (mainly 
deposits received from overseas customers). The increase was due mainly to accruals of part 
of the un-paid IPO expenses of the Company. 
 
Interest-bearing bank borrowings amounted to approximately RMB17.6 million and RMB13.2 
million as at 31 December 2007 and 30 June 2008 respectively. The decrease was due mainly 
to net repayments of short-term bank loans. 
 
Income tax payable amounted to approximately RMB24.3 million and RMB26.4 million as at 31 
December 2007 and 30 June 2008 respectively. The increase was due mainly to the increase in 
profit before taxation. 
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Commentary on Cash Flow 
 
 
Cash and cash equivalents amounted to approximately RMB9.8 million and RMB806.3 million as 
at 30 June 2007 and 30 June 2008 respectively, representing an increase by RMB796.5 million. 
 
 
Net cash flows from operating activities 
 
In Q2 08, we recorded net cash flows from operating activities of approximately RMB104.5 
million. This comprised operating profit before working capital changes of approximately 
RMB134.3 million adjusted for net working capital outflow of approximately RMB5.5 million, net 
interest paid of approximately RMB0.4 million and income tax paid of approximately RMB23.9 
million. 
 
The net working capital outflow was due to an increase in trade receivables of approximately 
RMB25.9 million. This was offset by inflow due to (a) a decrease in inventories of approximately 
RMB4.1 million, (b) a decrease in prepayment and other receivables of approximately RMB0.2 
million, (c) an increase in trade and bill payables of approximately RMB11.4 million, and (d) an 
increase in accrued liabilities and other payables of approximately RMB4.7 million. 
 
The increase in trade receivables, trade and bills payables and accrued liabilities and other 
payables were in line with the increase in our business activities and revenue. 
 
 
Net cash used in investing activities 
 
In Q2 08, we recorded net cash used in investing activities of approximately RMB256,000. This 
was due mainly to the purchase of equipments of approximately RMB1,126,000, offset by 
interest received of approximately RMB870,000 
 
 
Net cash flows from financing activities 
 
In Q2 08, we recorded net cash received in financing activities of approximately RMB411.4 
million. This was due mainly to proceeds from new issue of shares pursuant to our IPO of 
approximately RMB418.8 million and decrease in fixed deposits pledged to secure bills payable 
of approximately RMB2.0 million, offset by net repayment bank loans of approximately RMB9.4 
million. 

 
 
 

9.  Where a forecast, or a prospect statement, has been previously disclosed to 
shareholders, any variance between it and the actual results. 

 
Not applicable. 

 
 

10.  Use of IPO proceeds 
 

Up to 30 June 2008, none of our IPO proceeds have been utilised. We will exercise caution in 
our use of IPO proceeds in accordance with what we had disclosed under the section entitled 
“Use of Proceeds” in our prospectus dated 9 April 2008. 
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11.  A commentary at the date of the announcement of the significant trends and competitive 

conditions of the industry in which the group operates and any known factors or events 
that may affect the group in the next reporting period and the next 12 months. 
 

Our comments below include forward-looking statements involving known and unknown risks 
(please refer to the section entitled “Risk Factors” in our prospectus dated 9 April 2008), 
uncertainties and unforeseen circumstances that may cause our actual results to be materially 
different from those contained in the forward-looking statements. 

 
We expect that major events such as the upcoming 2008 Beijing Olympic Games, the 2010 
Shanghai Expo and 2010 Guangzhou Asian Games, as well as the sustained growth of the PRC 
economy which resulted in higher purchasing power will continue to underpin demand for our 
products in the PRC. In view of these growth opportunities, we will continue to focus on our 
product development and network expansion, as well as enhancing our DAPAI brand value 
through advertising and promotion, particularly on TV media. 
 
On 15 July 2008, our first TV commercials had been launched on Hunan Satellite TV Channel. 
Following this, on 1 August 2008, the same TV commercials had also been launched on Anhui 
Satellite TV Channel. We intend to advertise through another two major TV channels, namely 
Liaoning Satellite TV Channel and CCTV5, during third and fourth quarters of 2008. We 
anticipate that after TV advertisements, our DAPAI brand visibility will be increased and our 
DAPAI brand image will be further strengthened. 
 
We will continue to leverage on various forms of advertising avenues to grow our DAPAI brand 
value and market share. We have signed agreements for sponsoring the China gymnastics 
team in the upcoming Olympic Games 2008, and the 2007 – 2008 China Women’s’ National 
Basketball Tournament. 
 
We introduced luggage to the mass market in September 2007 through our existing distribution 
network used in distributing our backpacks, and have successfully sold approximately 782,000 
units in Q1 08 and 845,000 units in Q2 08. We intend to continue to use our existing distribution 
network to expand our product offering by including a wider range of luggage. By tapping on our 
existing extensive distribution network in China, we are in the position to increase our sales of 
luggage. 
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12. Dividend 
 

(a) Current Financial Period Reported On 
 

Any dividend declared for the current financial period reported on? 
 
No. 

 
 

(b) Corresponding Period of the Immediately Preceding Financial Year 
 

Any dividend declared for the corresponding period of the immediately preceding financial 
year?   
 
No. 

 
 

(c) Date payable 
 

Not applicable. 
 
 

(d) Books closure date 
 

Not applicable. 
 
 
13.   If no dividend has been declared/recommended, a statement to that effect. 

 
No dividend has been recommended or declared for the quarter ended 30 June 2008. 

 
 
 
PART II -  ADDITIONAL INFORMATION REQUIRED FOR FULL YEAR ANNOUNCEMENT  

(This part is not applicable to Q1, Q2, Q3 or Half Year Results) 
 
 
 

14.  Segmented revenue and results for business or geographical segments (of the group) 
in the form presented in the issuer’s most recently audited annual financial statements, 
with comparative information for the immediately preceding year. 

 
No separate analysis of segment information by business or geographical segment is 
presented as the Group’s major business comprises the design, development, manufacture 
and sale of backpacks and luggage. The Group operates principally in the PRC. 

 
 
15.  In the review of performance, the factors leading to any material changes in 

contributions to turnover and earnings by the business or geographical segments. 
 

Not applicable. 
 
 
16. A breakdown of sales. 
 

Not applicable. 
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17. A breakdown of the total annual dividend (in dollar value) for the issuer’s latest full year 

and its previous full year. 
 

        Not applicable. 
 
 
18. Interested Person Transactions 

 
Save for the Indemnity Letter, Performance Guarantee and Performance Guarantee 
Undertaking (which are present and ongoing interested person transactions not made on arm’s 
length basis, but are on terms beneficial to our Group) given and/or procured by our Executive 
Chairman, Chen Xizhong, to our Group as described in the section entitled “Property and Fixed 
Assets” and as described in the sections entitled “Restructuring Exercise” of our prospectus 
dated 9 April 2008, there are no other “Interested Persons Transaction” during Q2 08. 

 
 
19. Other Information 

 
        Not applicable. 

 
 
20. Negative Assurance 

 
Statement Pursuant to SGX Listing Rule 705(4) of the Listing Manual 
 
We, Chen Xizhong and Chen Yong, being two of the directors of China Zaino International 
Limited (the “Company”), do hereby confirm on behalf of the Directors of the Company, that, to 
the best of our knowledge, nothing has come to the attention of the Board of Directors of the 
Company which may render the unaudited interim financial statements of the Company and of 
the Group for the second quarter ended 30 June 2008 to be false or misleading in any material 
aspect. 
 
On behalf of the Board of Directors 
 
 
 
Chen Xizhong  Chen Yong 
Executive Chairman  Chief Executive Officer 
 
6 August 2008 
 

 
 
 
BY ORDER OF THE BOARD 
 
Chen Xizhong 
Executive Chairman 

 
6 August 2008  
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Stirling Coleman Capital Limited was the Bookrunner, Placement Agent and Underwriter. The 
Joint Issue Managers for the Offering were Stirling Coleman Capital Limited and DBS Bank Ltd 
(together, the “JIMs”). This announcement has been prepared and released by the Company. 
The JIMs were not required to and has not been involved in the preparation or release of this 
announcement and has not verified the accuracy, completeness or adequacy of the information 
contained herein. 
 
Accordingly, no representation, warranty, covenant or recommendation, express or implied, is 
made by the JIMs or any of their affiliates (including any subsidiaries and/ or holding companies 
thereof), branches, joint venture partners or any of its or their directors, officers, employees, 
agents or representatives as to the accuracy, completeness or adequacy of the information 
contained in this announcement, and nothing contained in this announcement is, or shall be 
relied upon as, a promise, representation, covenant or recommendation by JIMs or any of their 
affiliates (including any subsidiaries and/or holding companies thereof), branches, joint venture 
partners or any of its or their directors, officers, employees, agents or representatives. 
 
The JIMs do not accept any responsibility for, and disclaims any liability with respect to, the 
accuracy, completeness or adequacy of the information contained in this announcement or 
incorporated by reference herein. 
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