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On behalf of the board (the “Board”) of directors (the
“Directors”) of Best Pacific International Holdings Limited
(the “Company” or “Best Pacific”) and its subsidiaries
(collectively, the “Group” or “We"), | am pleased to
present the annual results of the Group for the year ended
31 December 2016.

During the year under review, there have been a few major
headwinds mounted uncertainties over the impact of policy
initiatives. People seemingly are looking for breakthroughs
from traditional frameworks, which is evidential by a
number of black swan events including the outcomes from
the presidential election in the United States of America
("U.S.”) and the Brexit. In the People’s Republic of China
("PRC"), downward pressure on renminbi (“RMB")
persisted, and the 6.6 percent RMB depreciation in 2016
is arguably to have led to the shrinking of China’s foreign
exchange reserves to below US$3 trillion in January 2017
and the respective continuous capital outflow. All these
had added to the turmoil in the financial markets and Best
Pacific was certainly facing the same volatilities.

Whilst Best Pacific is experiencing various challenges in
the rather fragile and volatile business and economic
environment, we believe globalisation is the trend and
further consolidation will continue, resulting in the favour
of the sizeable market leaders. Best Pacific, in this case,
has not hesitated but rather grown at a healthy and fast
pace. Our one-stop solutions strategy has certainly played
its important role in growing our businesses beyond
the organic growth of the market, which in turn has
helped boosting revenue across different segments of our
businesses ranging from elastic fabric to elastic webbing
and lace and Best Pacific has been trying all means to
cement its unique position as a one-stop solutions lingerie
materials provider.
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On the other hand, global sportswear market was
a supernova in 2016. According to Euromonitor
International’s research report, the retail sales value is
estimated to show a 7% compound annual growth rate
("CAGR") from 2016 to 2020, as compared to about a
3.4% CAGR recorded between 2010 and 2015. “One
in every six dollars we spend globally on apparel and
footwear, we spend on sportswear”, quoted from a
Euromonitor International’s research report, which implies
the huge potential in the sportswear market and has
reaffirmed Best Pacific’s intention to further expand our
sportswear business.

The increasing health consciousness of the public and the
continuous technological advancement of synthetic textile
products have contributed to the recent success of the
Group. During the year ended 31 December 2016, the
Group’s total revenue increased by approximately 20.6%
as compared to the year ended 31 December 2015, which
was a combined result from the high demand of synthetic
made lingerie and sportswear materials. The consumption
of synthetic fibre made a record high during 2016 and
the paradigm global shift in global textile supply chain
is expected to continue. Our one-stop solutions strategy
will further benefit the Group from such trend as some
of our major lingerie customers are also expanding their
businesses into sportswear, creating further cross-selling
opportunities for the Group. As one of their existing major
raw material suppliers of the lingerie products, Best Pacific
is prepared to provide innovative products to support their
new sportswear expansion.
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During 2016, the Group has strived to build more intact
relationship with various leading sportswear brands. A big
encouragement to our research and development team
is the recognition we have attained, with the revenue
from sportswear materials business of the Group for the
year ended 31 December 2016 surging by approximately
51.3%. The innovative capability of the Group is further
endorsed by the qualification obtained from the PRC
government. The Group’s PRC subsidiaries, Dongguan
Best Pacific Textile Company Limited (“Dongguan BPT")
has successfully renewed and Dongguan New Horizon
Elastic Fabric Company Limited (“Dongguan NHE"”) has
been qualified, as a high and new technology enterprise in
2016 respectively. Echoing the Group’s core value — “build
on innovation and technology”, Best Pacific is always
committed to strengthening its research and development
capabilities, and the Group has the plan in 2017 to build a
first class research and development center.

Albeit U.S. protectionism is still a wild card to Asian
exporters, the fast fashion trend is changing at a faster
pace than ever. As one of the raw material suppliers
to the brand owners, such trend gives us an increasing
pressure on order feasibility. During the year ended 31
December 2016, in order to capitalise on the vast market
growth potentials and to further consolidate the Group’s
leading market position, we have continued to expand
our production capacity by constructing new production
facilities in the PRC as well as establishing the first
overseas production base in Vietnam. The construction
of the manufacturing plant in Vietnam is expected to be
completed by mid-2017 and commence production in
the second half of 2017. It is believed that such global
expansion would help Best Pacific serve our customers
better and hence achieve further market share gain.
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Looking forward to 2017, we are confident with the
Group’s prospects and we will continue our dedication in
strengthening our outstanding research and development
capabilities, which we believe to be the key for the Group
to further penetrate the lingerie market and to grasp the
massive market opportunities in the sportswear materials
sector. Meanwhile, the Group will also actively identify
good merger and acquisition opportunities in the market
in order to acquire quality assets that will bring synergies
to the Group.

We firmly believe that with the unremitting efforts
from the management and the Group's pioneering and
innovative spirit, Best Pacific will work with its customers,
business partners and shareholders to maximise its
corporate value and deliver promising returns to its
shareholders.

Lu Yuguang
Chairman
Hong Kong, 20 March 2017
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BUSINESS REVIEW

During the year under review, the Group continued
to leverage on its advantage as a one-stop solutions
supplier in both the lingerie and sportswear markets.
Globalisation is an unavoidable trend where market
leaders would benefit from their larger scale in the longer
run. Continuous recognitions from both the customers
and business partners had supported the Group to
yield a fruitful year with satisfactory business growth
and results. For the year ended 31 December 2016,
Best Pacific succeeded in continuing the momentum of
revenue growth with the topline growing at a rate of
20.6% to approximately HK$2.47 billion. At the same
time, the Group further improved its profitability through
its economies of scale and by the increasing positive
contribution from the sportswear business segment, and
achieved its historical high gross profit margin as well as
net profit margin. The gross profit margin and net profit
margin increased to 33.5% and 18.5% respectively, as
compared to 33.2% and 16.7%, respectively for the year
ended 31 December 2015. The management has strived
to deliver a promising result, with the profit attributable
to equity shareholders recorded a historical high of
approximately HK$456.3 million, representing an increase
of 33.3% as compared to the year ended 31 December
2015.

Regardless of the sentimental retail environment in the
second half of 2016, Best Pacific was able to demonstrate
its market share gain in all business segments. During
the year ended 31 December 2016, sales of elastic fabric
and elastic webbing increased by 21.1% and 16.7% on
a year-on-year basis to approximately HK$1.53 billion and
HK$832.5 million, which contributed to approximately
61.8% and 33.7% of our total revenue, respectively.
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Specifically, the growth in the sportswear and lace
segments has demonstrated Best Pacific’s ability in gaining
the recognition and support from both existing and new
customers. During the year under review, revenue from
the sportswear and lace segments surged by 51.3% and
49.1% to approximately HK$455.5 million and HK$110.2
million, respectively. Distinctive product innovation and
high product quality is always believed to be the crux in
winning sales orders from the leading brand owners.

With the ambition to seize the enormous market
potential in the sportswear and apparel markets, the
Group has further expanded its production capacity by
establishing new manufacturing facilities and installing
additional machineries, in order to cope with the growing
demand from customers. Apart from the high quality and
innovation to be embedded into the products, production
lead time is another crucial factor in winning customer
orders. The Group also believes that it is necessary to
streamline the production and inventory management
process so as to speed up the processing time from
production to product delivery. During the year ended
31 December 2016, Best Pacific has commenced the
construction of an automated inventory management
system in Dongguan, China, which is expected to be
completed in the second quarter of year 2017. Such
automatic inventory management system is expected to
result in the benefits of shorter inventory management
lead time, lower labour costs and land area saving of
approximately 25,000 to 30,000 square meters.

As of the date ended 31 December 2016, our annual
designed production capacities of elastic fabric, elastic
webbing and lace were approximately 84.6 million
meters, 1,190.6 million meters and 22.8 million meters,
respectively. The completion of construction of Phase VI
production plant in Dongguan, China and the expected
commencement of production of our Vietnam plant by
mid-2017 will further boost up our production capacity in
different business segments. This would further strengthen
our leading position as one of the world’s largest lingerie
fabric suppliers and also enable us to capture the vast
growth potential in the sportswear and apparel markets.
We firmly believe that Best Pacific has been capturing the
right moment and opportunities and we hope to continue
to deliver promising results in the future.
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FINANCIAL REVIEW

Revenue

The Group’s revenue is primarily derived from the sales of
its major products, elastic fabric, elastic webbing and lace.
For the year ended 31 December 2016, revenue amounted
to approximately HK$2.47 billion, representing an increase
of approximately HK$421.0 million, or approximately
20.6%, from approximately HK$2.05 billion for the year
ended 31 December 2015. The increase in revenue during
the year under review was mainly attributable to the
increase in the volume of products sold as a result of the
continuous growth in global lingerie market, as well as
the Group's dedicated efforts in strengthening its one-stop
solutions strategy and the continual expansion into the
sportswear business segment.
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A comparison of the Group’s revenue for the years ended AEEHE_T—RAFER_ZT—RF+A
31 December 2015 and 2016 by product categories is as =+ —HIEFEZWAKRE®ERZ DA
follows: 840K
For the year ended 31 December
BE+t-A=+—-HLEFE
2016 2015 Change
—B-RF —hF 4]
Revenue % of Revenue % of
(HK$'000) Revenue (HK$'000) Revenue  (HK$'000) %
WA HBRAH WA 1ERAR
(F#&xT) Bakk  (F57T) Bakk  (FET) AL
Elastic fabric A E R 1,526,439 61.8 1,260,670 61.6 265,769 21.1
Elastic webbing  SEMEAAS 832,509 33.7 713,587 348 118,922 16.7
Lace o 110,158 4.5 73,881 3.6 36,277 491
Total st 2,469,106 100.0 2,048,138 100.0 420,968 20.6
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For the year ended 31 December 2016, revenue from
sales of elastic fabric amounted to approximately HK$1.53
billion, representing an increase of approximately
HK$265.8 million, or approximately 21.1%, as compared
to the year ended 31 December 2015. The growth in
revenue was mainly driven by the Group’s continual
expansion into the sportswear materials market, by
leveraging on its high product quality, strong innovation
research and development capability, and by fostering
relationships with different sportswear brands, which were
represented by a year-on-year growth of approximately
51.3% in sales revenue of elastic fabric as sportswear
materials.

Revenue from sales of elastic webbing amounted to
approximately HK$832.5 million, representing an increase
of approximately HK$118.9 million, or approximately
16.7%, as compared to the year ended 31 December
2015. The growth in revenue was mainly due to the
increase in orders from lingerie brands as a result of
continued growth in consumer demands as well as the
Group’s dedication in cross-selling its primary lingerie
products.

Benefiting from the Group’s one-stop solutions strategy,
revenue from sales of lace increased from approximately
HK$73.9 million for the year ended 31 December 2015
to approximately HK$110.2 million for the year ended
31 December 2016, giving a year-on-year growth of
approximately 49.1%.

BHE-_ZT—XRE+_-_A=+—HI-EE
EBEAYEROKRALBIS3IEE T &
HE - T—AHFE+_-_A=+—HILFEEM
#49265.8B BB ITHA21.1% - WA R =E
TRARAEEBBNEESEREGS - &
ARBIFT R E AR B BIEBETEE
FRERENBERERMFEERZENRED
Bi5  (ERESREYREE&DER
HISHE W AR LI K 4951.3% ©

HEBMEATAUW AL AB8325BEE T -
BEE_T—AF+_A=+—RHILFEE
JJM@HS IR BEAITHL16.7% - AR

ERAMNBEST KFEERULRAEER
x%ﬁ:./\I;zzzlﬁmkﬁuu{”ﬁtﬂmﬂﬁﬁﬁ
g(o

EEA$E@E'J—AET%¢B%F RHE - HE
MR AREBE T — £¢+_HE+—
EULE&%@B OBEEEBLEMNEESE
NE+ZA=+— EIJtEJWGHozE%%'/%
7T AR R4149.1% °

HHF )41\

BREEERERAR/ —E—REFR 1



Cost of sales

The Group’s cost of sales mainly comprises costs of raw
materials, manufacturing overheads, and direct labour.

Cost of sales — by nature of expense

HERA
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For the year ended 31 December

BE+=-A=1+—HLEE

2016 2015 Change
gAY S —T-hHF o

(HK$'000) %  (HK$'000) %  (HK$'000) %

(F#&7x) Baotk  (FET) Aok (FET) BHotk

Raw materials R 886,264 54.0 796,439 58.2 89,825 113
Manufacturing

overheads HERY 555,414 33.8 400,463 29.3 154,951 38.7

Direct labour BEEST 188,645 11.5 159,860 11.7 28,785 18.0

Others Hith 10,805 0.7 10,904 0.8 (99) (0.9)

Total Mt 1,641,128 100.0 1,367,666 100.0 273,462 20.0

The Group's cost of sales for the year ended 31 December
2016 amounted to approximately HK$1.64 billion,
representing an increase of approximately HK$273.5
million, or approximately 20.0%, as compared to the
year ended 31 December 2015. The increase in our cost
of sales was primarily due to (1) the increase in our total
sales volume; and (2) the increase in overall manufacturing
overheads driven by the Group’s continued investments in
property, plant and equipment to cope with our business
expansion and the anticipated growth in the demand of
our products.
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Cost of sales — by product category

HERK - RERERE D

For the year ended 31 December

BE+=-A=+—HLEE

2016 2015 Change
—E-RE —T-hF g8

(HK$’000) %  (HK$'000) %  (HK$'000) %

(F#&x) Aok (F51) Batkk  (FET) AL

Elastic fabric B mE R 1,019,727 62.2 866,600 63.4 153,127 17.7
Elastic webbing M4 563,635 343 464,119 33.9 99,516 21.4
Lace A 57,766 3.5 36,947 2.7 20,819 56.3
Total et 1,641,128 100.0 1,367,666 100.0 273,462 20.0

The cost of sales by product category as a percentage of
the total cost of sales for the year ended 31 December
2016 remained relatively stable as compared to the year
ended 31 December 2015.

Gross profit, gross profit margin and net profit margin

AEEREMBHEDHNHEXNNTEERE
TE-RET A=t HILFENEHE
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For the year ended 31 December

BE+-A=1+—-HLHFE

RANBOLEEBEE T —RF+-A=

2016 2015

—E-XRF —E—RF
Gross profit Gross profit
Gross profit margin  Gross profit margin
EF EFZE EF ESVAES
(HK$'000) (%) (HK$'000) (%)
(F#Ex) (BZk) (F#&7T) (BDt)
Elastic fabric S A E R 506,712 33.2 394,070 31.3
Elastic webbing 9B AT 268,874 323 249,468 35.0
Lace Ek 52,392 47.6 36,934 50.0
Total #st 827,978 335 680,472 33.2
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The overall gross profit increased from approximately
HK$680.5 million for the year ended 31 December 2015
to approximately HK$828.0 million for the year ended
31 December 2016. The Group's overall gross profit
margin for the year ended 31 December 2016 increased
by approximately 0.3 percentage point to 33.5%, as
compared to 33.2% for the year ended 31 December
2015. The improved overall gross profit margin was
mainly driven by the enhanced profitability in elastic
fabric manufacturing as a result of the increased cost
effectiveness brought by the economies of production
scale.

The Group generally adopts a cost plus pricing model
which has enabled the Group to maintain a relatively
stable gross profit margin.

Net profit for the year ended 31 December 2016
amounted to approximately HK$456.3 million, representing
an increase of approximately 33.3% as compared to
approximately HK$342.4 million for the year ended 31
December 2015. The Group achieved an improved net
profit margin of approximately 18.5% for the year ended
31 December 2016, representing an increase of 1.8
percentage points and the Group’s historical high record.
The increase was mainly driven by the overall improved
manufacturing efficiency, increased government grants,
and effective cost control measures as reflected in the
lower administrative expenses to sales ratio.

REBEEBENREBEE-_T—RHFE+-_A=
+—HIFFEEL6805BEE B TIEMEEHE
TE-RFE+ A=+ —HILFE4828.0
BEBT  AEEBEBENEAEE ST —
AF+-_A=+—HIFERN33.2%HE ML
03BN EEHZ-_ZT—XR"F+-_A=+
—HIFFER33.5% - BEEMERGAHIEH
TEZANEERBELCE N RFFBR AR
DN T 38 BGE M 4% ) T R AR E D 2R ) R
SRR FTER ©

AEE—RRARAMEBER - o
HARMRE M EFIE -

BE_Z—R"F+-_A=+—BILEEY
FAEAN AEAS63EEE T BHE T —
AE+-_A=1+—"HBILEFEEL3MM48 85
TLIEMNAI333% c REBREE T — X
F+-_A=Z+—BHIEFEERFMNEXRL
18.5% ' RI1SEBFDE  WiRSEAEE
MES I o WIBINEBRHNEEMELR
BERRFT - BT B3 o0 M B AN A AR AR Il 4
M (TTERF G S SRR L RBRK) TS -
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Other income

The Group's other income mainly consists of bank interest
income, net proceeds from sales of scrap materials,
government grants and others. The following table sets
forth the breakdown of the Group’s other income for the
years indicated:

Hl A

AEBEREMBRA T2 BIERTHSWA
HWEBMAEHRAEFE BFME A
fit o TREIIANEERARFEZREMPA
RAN

For the year ended 31 December

BE+t-A=+—BHLFE

2016 2015

=F-AF T HF

HK$'000 HK$'000

FET FH&T

Bank interest income RITH B U A 18,708 29,696
Net proceeds from sales of scrap materials — $4& B P15 Z0IBF 58 6,499 6,396
Rental income AU A - 452
Government grants BT e 9,962 5,469
Others HAth 9,766 3,883
Total @t 44,935 45,896

The decrease in other income by 2.1%, from approximately
HK$45.9 million for the year ended 31 December 2015
to approximately HK$44.9 million for the year ended 31
December 2016, was mainly the result of the aggregate
effect of the increase in government grants received and
the decrease in bank interest income.

Other gains and losses

Other gains and losses mainly consist of net foreign
exchange gain and change in fair value in derivative
financial instruments. The increase in other gains and losses
of approximately HK$24.0 million was mainly resulted from
the increase in both net foreign exchange gain and change
in fair value in derivative financial instruments. Details of
the derivative financial instruments are disclosed in note 29
to the consolidated financial statements.

EMWAREE—"ZE—RHFE+_A=+—H
HFEMNLLSIBEBITRI2ANEEE
TE-RFET A=+ —BIEFENLL49
BEAT TERAREWEATMHBESIE M
MERTTRI BN R D 2 B E -

Hith s R &8

Hih ek M EBE S0 ERE RS FENMIT
EEMTEMNAFEEE - HhlEREER
BMA240BEB T TERHANERIK
HRELROTESR T AN A FEZESIE N
B TESRM T ANFBRESTBRERM
FE20FR I EE ©
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Selling and distribution expenses

Selling and distribution expenses primarily consist of
employee benefit expenses, transportation, marketing
and promotional expenses and other selling and
distribution expenses. For the years ended 31 December
2015 and 2016, the Group’s selling and distribution
expenses represented approximately 4.8% and 4.9%
of its total revenue, respectively. The increase in selling
and distribution expenses was generally in line with the
increase in revenue.

Administrative expenses

Administrative expenses primarily consist of employee
benefit expenses, depreciation and amortisation, motor
vehicle expenses, bank charges and other administrative
expenses. For the years ended 31 December 2015 and
2016, the Group’s administrative expenses represented
approximately 7.1% and 6.6% of its total revenue,
respectively. The increase in administrative expenses was
primarily due to the increase in business scale and average
employee benefit expenses. The equity-settled share-based
compensation included in employee benefit expenses for
the year ended 31 December 2016 was approximately
HK$6.0 million (2015: HK$11.7 million).

Research and development costs

The Group is dedicated to catering to the changing
market preferences by introducing innovative lingerie and
sportswear materials. For the years ended 31 December
2015 and 2016, the Group’s research and development
costs represented approximately 2.3% and 2.2% of its
total revenue, respectively.

HER D HBAX

HEERDHEAYTERREREEGIAY
- m%%ﬁ?&ﬂﬁﬁﬁﬁzuﬁ,\mﬁﬁ%&
WY HE-ZE-—RAER-_FT—XREFt+=
A=+—HLEFE  rAEEMNHEERDIHERA
SE 3 RIMG 48U A B H14.8% [ 4.9% © $HE K&
73§51 N ER UL A S AN EE AR — B o

TR

THAYXFEZEeEREERIAY - TERE
5 REBERAY RITEAMHEMITHAX °
HE-_ZT—RAFE-_ZF—R"F+ZA=1+—
AIEFE  AEEMTERAS S AMEE B

ABEIT 1% K6.6% c ITTHFAZBMNEER
REBREBERNREBSRMNFAZ FHEE
jJﬂ ° E&Zg_g_/\¢+:ﬂ£+_5¢¢§
HAEERMBAYHWUAESEEURNAE
BHwEEAENecBEEBT (ZE—AF:
M788ET)

B A
AEBENR S| ABFHLZEAKRLESR

ﬁ%ﬂ FELGDE T@T MERITISZE AT © B
T E-RFERE-—XRFt+-A=+—H

JJ:EF REHE E‘Jﬁiﬁé%ﬁﬂ% D RIE AU ALY
23%k2.2% °
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Finance costs

The Group's finance costs represent interest expenses
for bank borrowings. The finance costs increased by
approximately 18.5% from approximately HK$24.2 million
for the year ended 31 December 2015 to approximately
HK$28.7 million for the year ended 31 December 2016.
The increase in finance costs was primarily due to the
increase in average balance in bank borrowings as a result
of continuous expansion in the Group’s production scale.

Income tax expenses

Hong Kong Profits Tax was calculated at 16.5% on the
estimated assessable profit for 2015 and 2016. Under the
Enterprise Income Tax Law of the PRC (the "EIT Law")
and Implementation Regulation of the EIT Law, the tax rate
of the PRC member companies within the Group is 25%
during the years ended 31 December 2015 and 2016,
unless there is any preferential tax treatment applicable.

Dongguan BPT, a subsidiary of the Company, has obtained
the qualification as a high and new technology enterprise
since 2010, which has been renewed for an additional
three years from the financial year ended 31 December
2016. Hence, Dongguan BPT is subject to the preferential
tax treatment and the applicable tax rate for each of the
years ended 31 December 2015 and 2016 is 15%. During
the year ended 31 December 2016, Dongguan NHE, a
subsidiary of the Company, was also qualified as a high
and new technology enterprise for three years from the
financial year ended 31 December 2016. Dongguan NHE is
therefore also subject to the preferential tax treatment and
the applicable tax rate for the year ended 31 December
2016 is 15%.

The effective tax rate decreased from 17.3% for the year
ended 31 December 2015 to 14.9% for the year ended 31
December 2016.

BB M A

AEBRBEKRAIERITEROFEMAY -
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I FEL2428 8B L IMLI185%F &
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EREFEREXEBIRITE RN Y &L
hn e

B
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Liquidity, financial resources and bank borrowings

The Group maintains a strong and healthy financial
position. As at 31 December 2016, net working capital
(calculated as current assets less current liabilities) was
approximately HK$847.3 million, representing an increase
of approximately HK$219.5 million as compared with 31
December 2015. The current ratio (calculated as current
assets/current liabilities) is at 2.1 times as at 31 December
2016 as compared to 1.5 times as at 31 December 2015.

For the year ended 31 December 2016, net cash generated
from operating activities decreased from approximately
HK$437.5 million for the year ended 31 December 2015
to approximately HK$376.0 million for the year ended 31
December 2016.

Net cash used in investing activities amounted to
approximately HK$369.2 million for the year ended 31
December 2016, as compared to net cash generated
from investment activities amounting to approximately
HK$352.5 million for the year ended 31 December 2015.
The main investing activities of the Group for the year
ended 31 December 2016 were the addition of property,
plant and equipment of approximately HK$522.4 million,
which included the Group’s investment in the production
base in Vietnam.

During the year ended 31 December 2016, net cash
used in financing activities amounted to approximately
HK$182.3 million, as compared to net cash used in
financing activities of approximately HK$219.0 million
for the year ended 31 December 2015. The cash used
in the Group’s financing activities for the year ended
31 December 2016 was mainly due to the repayment
of syndicated loan and bank borrowings, as well as the
payment of dividends.

As at 31 December 2016, the Group’s gearing ratio was
31.2% (as at 31 December 2015: 33.8%), which was
calculated on the basis of the amount of total bank
borrowings as a percentage of total equity. The Group was
in a net debt position of approximately HK$94.0 million as
at 31 December 2016, as compared to a net cash position
of HK$319.2 million as at 31 December 2015.

RBES  MBERRRTEN
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Working capital management

LEEESER

As at 31 December

R+=—HA=+—~H
2016 2015 Change
—~RE —ZE-REF #H)

(days) (%)

(X&) (Aot)

Inventory turnover days FEBEBRE 97.0 95.1 1.9 2.0
Trade and bills receivables B 5 EWEIA R

turnover days AVESESELEN 21 75.8 79.0 (3.2) 4.1)
Trade and bills payables B ZRNFIEBER

turnover days ANESESELETN 21 91.1 99.5 (8.4) (8.4)

Our inventory turnover days for the year ended 31
December 2016 remained relatively stable.

The decrease in trade and bills receivables turnover days
from 79.0 days for the year ended 31 December 2015
to 75.8 days for the year ended 31 December 2016 was
primarily attributable to the continuous improvement in
management of trade receivables.

The decrease in trade and bills payables turnover days
for the year ended 31 December 2016 by 8.4 days was
primarily due to the increase in the use of cash to settle
transactions for the benefits of lower prices.

Capital expenditure

For the year ended 31 December 2016, total addition to
property, plant and equipment amounted to approximately
HK$494.6 million (2015: approximately HK$115.0 million),
which was mainly attributed to the increase in investment
in machinery of approximately HK$222.4 million (2015:
approximately HK$89.4 million) as well as the construction
in progress of approximately HK$242.1 million (2015:
approximately HK$17.0 million) to cope with the Group's
overall business expansion.

BPRE—T—R"F+_A=1+—"BLLFE
MFEBEREERAEYRE -

EoRUFERERERBERSREZE—
E-RAF+-_A=+—HIEFENTI.OKK
LPEHE T -RNEFt+_A=Z+—HILFE
M75.8Kk  TEEHREZERUGHENEE
BEEANRE -

 E T RNF+-_A=+—HIEFE -
B RMNRIEREMNERBE XS 8.4
X DEERRENFERBASEEISHUZ
BERIEEBRATE -

EXRMX

BE-_Z—XRE+-A=+—HIEE"
W BENMREBENARNEBREL B494.68
BAET(ZZE—HF : H115.0688%87T) -
FERNEBREZIREED FIE ML
NAEEB L (ZE—RHF: 4I894H &
BIT) #2422 1BEEBT (ZE—RHF + &
170688 7T)  AEHRNEEEEEKE
R o
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Pledge of assets

As at 31 December 2016, the Group pledged certain bank
deposits and equipment to secure the bills payable issued
by and the obligations under the finance leases of the
Group.

The carrying amounts of the assets pledged are as follows:

BEEEH

RZE—XRF+_A=1—"8  KE£EDK
HETRITTRAEREELRTESEHR L E
NEE R EREREMNET -
EEFEEMRIDEDNT

As at 31 December

R+=A=+—H
2016 2015
—E-AF —T—AhF
(HK$'000) (HK$'000)
(F#&x) (F&T)
Pledged bank deposits EHEARITER 61,610 37,647
Equipment B 37,105 50,965
Total b 98,715 88,612
Contingent liabilities RARBE
As at 31 December 2016, the Group did not have any RZE—RF+ZA=+—H AEEITHE
significant contingent liabilities. FAERSAERE -
Events after the reporting period WEMBRER

The Group has no significant events after the reporting
period and up to the date of this report.

RBEHEREANRE BH - NEREWLEE
MEXEIR -
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Foreign exchange risk

As a substantial portion of our revenue is denominated in
U.S. dollars and Hong Kong dollars and a portion of our
purchases and expenses are denominated in RMB, the
Group manages its foreign exchange risk by performing
regular reviews and monitoring its foreign exchange
exposure. Our finance department will monitor our foreign
exchange risk on a continuous basis by analysing our
domestic and overseas sales orders on hand, expected
domestic and overseas orders from customers and estimated
foreign currency payment for our purchases. We intend
to manage our foreign exchange risks by (i) managing our
sales, purchases and expenses denominated in Hong Kong
dollars and U.S. dollars through our Hong Kong subsidiaries
and managing our sales, purchases and expenses
denominated in RMB through our PRC subsidiaries; and
(i) holding cash and bank deposits denominated in RMB
primarily by our PRC subsidiaries and cash and bank
deposits denominated in Hong Kong dollars and U.S. dollars
primarily by our Company and Hong Kong subsidiaries.

Employees and remuneration policies

As at 31 December 2016, the Group employed a total
of 5,725 full-time employees (as at 31 December 2015:
4,532). The increase in the number of headcount was
mainly due to the increase in business scale. There was
no significant change in the Group’s remuneration policy
and the Group will continue to provide regular training
and competitive remuneration packages to its staff. The
Group’s remuneration packages include salary, bonuses,
allowances and retirement benefits, based on employee’s
performance, skills and knowledge. The Group also
provides additional benefits to its employees, such as
subsidised accommodation, meals, accident and medical
insurance and share options granted to eligible employees
under the share option schemes of the Company.
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Dividend policy

The Board intends to maintain a long term, stable
dividend payout ratio of not less than 20% of the Group's
distributable profit for the year, providing shareholders
with an equitable return.

The Board has resolved to declare a final dividend of HK9.5
cents per share in respect of the year ended 31 December
2016 (the “Final Dividend”) (2015: HK8 cents). The Final
Dividend is expected to be paid on or about 14 June 2017
to shareholders whose names appear on the register of
members of the Company on 29 May 2017, subject to the
approval by the shareholders at the forthcoming annual
general meeting of the Company on 19 May 2017 (the
"AGM").

An interim dividend of HK7.3 cents per share was paid by
the Company on 13 September 2016 (2015: HK5.3 cents).

FUTURE STRATEGIES AND PROSPECTS

Political instability is seen as the key challenge going
into 2017 and it is still difficult to ascertain the impact
on the coming global economy. However, the continued
uncertainties towards the global economy in the past
few years have underscored the importance of using
different policy tools — monetary, fiscal and structural or in
combination, by all countries to boost economic growth.
According to “Global Economies and Consumers in 2017”,
written by Euromonitor International, global consumer
expenditure is expected to rise by 2.3% in 2017 in real
terms. On the other hand, the U.S. Federal Reserve has
raised its benchmark interest rate for the second time in
three months since the start of 2017 and gradual rate hike
is now seen to be the market consensus. With the steady
growth in the lingerie market and the upsurge of the
sportswear sector, the Group will continue its dedication
in penetrating the existing lingerie and sportswear markets
and at the same time further expanding its sportswear and
apparel customer portfolio.
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Athleisure is believed to have evolved into a revolutionary
fashion, with fashionable sportswear filtering into everyday
wear. It is no longer only a trend but rather a lifestyle
blending into our daily life. Amongst all, China’s sports
industry has entered into a new era. The State Council
of the PRC has targeted sports and fitness for rapid
expansion, aiming for the industry to exceed RMB5 trillion
in value by 2025. As quoted from the “CHINA GETS ITS
GAME ON: The emerging power of China’s sports and
fitness industry” by the Economist, China’s clothing and
footwear, health, and leisure and education sectors will
poise for strong growth of between 26% and 42% over
the next five years. With this enormous market potential
and the strong demand for functional, differentiated and
premium products, Best Pacific is prepared to better equip
ourselves by enhancing our research and development
capabilities and by further increasing our investment in
production capacity to cope with the upcoming business
opportunities.

Looking forward, despite the uncertainties in the macro-
economy and retail markets, Best Pacific will strive to be
the pioneer to fill the lingerie and sportswear markets
with innovative concepts. Synthetic yarns have shown
signs of price rebound on the back of the recent global
crude oil price surge. In order to better control our costs
of manufacturing and maintain our competency in the
market, the Group will further improve its production
efficiency through streamlining and automating its existing
manufacturing process and by coping the benefits of
economies of production scale. With the Group's strong
research and development capabilities, long established
customer relationship and advantages gained from the
economies of scale, Best Pacific believes that we would
continue to deliver the momentum of a satisfactory growth
and return to the shareholders.
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The Directors are pleased to present their report together
with the audited consolidated financial statements of the
Group for the year ended 31 December 2016.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the manufacture and
trading of elastic fabric, elastic webbing and lace. Details
of the Group’s principal subsidiaries as at 31 December
2016 are set out in note 41 to the consolidated financial
statements.

The Group’s turnover and results by operating segment are
set out in note 6 to the consolidated financial statements
and Management Discussion and Analysis of this annual
report.

There is no change in the principal activities of the Group
during the year ended 31 December 2016.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December
2016 are set out in the Consolidated Statement of Profit
or Loss and Other Comprehensive Income on page 103.

The Board recommends the payment of the Final Dividend
of HK9.5 cents per share for the year ended 31 December
2016. Subject to approval by shareholders of the Company
at the forthcoming AGM, the Final Dividend will be
distributed on or about 14 June 2017 to shareholders
whose names appear on the register of members of the
Company on 29 May 2017.

An interim dividend of HK7.3 cents per share was paid to
shareholders on 13 September 2016.

EEMAREERETERAKERE T —
NET A=+ B UEFENKEEZGEAY
e

FEEH
AEETENFZERESTFEEBYEA
BUEBEREG ARER T REF+ =
A=T—BANTIEMBERAFHBHNGEE Y
BERAM LT -

AEENEXRBNEEDMEEHNEER
MR 6 MAF RN EIRE R RO o

BHE_Z—RF+_A=t—HILFEALE
B EAFAEEE o

REARKRE

AEEBE_T-—A"FT_A=T—HLF
EHNXEFENEIENGEEa MNEME
B G

EEQREAMNBE_T—RF+_A=+
—BIEFEARBEEESRI.EN - KX
RABRRREERRBFAS LIER - B
“E—FRNATHAKAESRR T
TFRAAZTNARINARRRBRR MR
Ry IR AREARE,

RZZE—RNFLA+=HCRARERNE
A BT .37 -

24 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2016



CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from 16 May 2017 to 19 May 2017, both days inclusive,
during which period no transfer of shares of the Company
will be effected. In order to determine the identity of
shareholders who are entitled to attend and vote at the
AGM, all share transfer documents accompanied by the
relevant share certificates must be lodged not later than
4:30 p.m. on 15 May 2017 with the Company’s Hong
Kong branch share registrar, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong.

Subject to the approval of shareholders at the forthcoming
AGM, the proposed Final Dividend will be payable to
shareholders whose names appear on the register of
members of the Company on 29 May 2017 and the register
of members of the Company will be closed from 25 May
2017 to 29 May 2017, both days inclusive, during which
no transfer of shares of the Company will be registered. In
order to qualify for the proposed Final Dividend, all share
transfer documents accompanied by the relevant share
certificates shall be lodged not later than 4:30 p.m. on 24
May 2017 with the Company’s Hong Kong branch share
registrar, Computershare Hong Kong Investor Services
Limited at Shops 1712- 1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong.

BUSINESS REVIEW

A review of the business of the Group during the year, a
discussion on the Group's future business development as well
as the Group’s relationships with its key stakeholders are set
out in the Chairman’s Statement as well as the Management
Discussion and Analysis on pages 4 to 7 and pages 8 to 23
of this annual report. An analysis of the Group’s performance
during the year using financial key performance indicators
is set out in the Group’s Five-year Financial Information
Summary on page 220 of this annual report. The Group has
no significant events after the end of the financial year ended
31 December 2016 and up to the date of this annual report.
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FORMATION OF A JOINT VENTURE

On 22 December 2016, Dongguan BPT and seven
independent third parties entered into a joint venture
agreement (the “Joint Venture Agreement”) in relation
to the formation of a joint venture in the PRC (the “Joint
Venture”) to engage in insurance business and related
financial activities in the PRC as approved by China
Insurance Regulatory Commission and the relevant PRC
governmental authorities. Pursuant to the Joint Venture
Agreement, the registered capital of the Joint Venture
shall be RMB2,000,950,000, of which Dongguan BPT has
agreed to make a capital contribution of RMB140,500,000
in return for approximately 7.022% equity interest in
the Joint Venture. Further details of the Joint Venture
were disclosed in the Company’s announcement dated
22 December 2016. As of the date of this annual report,
formation of the Joint Venture is yet to complete and is
subject to the approval from China Insurance Regulatory
Commission.

PRINCIPAL RISKS AND UNCERTAINTIES

A description of possible risks and uncertainties that
the Group may be facing are set out in the Chairman’s
Statement on pages 4 to 7 of this annual report. The
financial risk management objectives and policies of the
Group are set out in note 39 to the consolidated financial
statements.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group has been committed to operating in compliance
with applicable environmental laws and regulations and
has taken steps to ensure that any waste and by-products
produced as a result of its operations are properly treated
and discharged so as to minimise the adverse effects to
the environment. At present, the Group has an on-site
sewage treatment plant that treats sewage generated from
its production process, in particular, dyeing and printing
processes, by chemical and biological treatments. Processed
sewage is required to meet certain chemical standards
prescribed by the environmental protection department
before it is discharged to the municipal sewage treatment
network. The environmental protection department has
also set up monitoring equipment at the Group's sewage
treatment plant to ensure the processed sewage meets the
prescribed standard before discharge.
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COMPLIANCE WITH LAWS AND
REGULATIONS

Throughout the year ended 31 December 2016, the
Company was not aware of any non-compliance with any
relevant laws and regulations that had a significant impact
on the Company.

SUBSIDIARIES

Particulars of the Group’s subsidiaries are set out in note
41 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements in the issued share capital of the
Company during the year ended 31 December 2016 are
set out in note 31 to the consolidated financial statements.

RESERVES

Details of the movements in the reserves of the Group
during the year ended 31 December 2016 are set out in
the “Consolidated Statement of Changes in Equity” on
pages 106 and 107.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the distributable reserves of
the Company amounted to approximately HK$581.9
million, of which approximately HK$97.8 million has been
proposed as the Final Dividend for the year ended 31
December 2016.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
amended and restated articles of association of the
Company (the “Articles”) or the laws of the Cayman
Islands which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

DONATIONS

Charitable and other donations made by the Group
during the year ended 31 December 2016 amounted to
approximately HK$777,000.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2016, sales to the
Group’s five largest customers accounted for approximately
39.2% of the Group’s total sales for the year (of which
sales to the Group’s largest customers accounted for
approximately 12.9%). Purchases from the Group's five
largest suppliers accounted for approximately 40.7%
of the Group's total purchases for the year (of which
purchases attributable to the largest supplier accounted for
approximately 9.9%).

None of the Directors or any of their close associates or
any shareholders (which, to the best knowledge of the
Directors, own more than 5% of the Company’s issued
share capital) had any beneficial interest in the Group’s five
largest customers and suppliers.

BORROWINGS

Details of bank borrowings of the Group as at 31
December 2016 are set out in note 27 to the consolidated
financial statements.

FIXED ASSETS

Details of the movements in property, plant and equipment
of the Group are set out in note 16 to the consolidated
financial statements.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

Neither the Company, nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed
securities for the year ended 31 December 2016.

DIRECTORS

The Directors who held office during the year and up to
the date of this annual report are:

Executive Directors

Mr. Lu Yuguang
Mr. Zhang Haitao
Mr. Wu Shaolun
Ms. Zheng Tingting

Independent non-executive Directors

Mr. Cheung Yat Ming
Mr. Ding Baoshan
Mr. Sai Chun Yu
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According to Article 83(3) of the Articles, the Directors
shall have the power from time to time and at any time
to appoint any person as a Director either to fill a casual
vacancy on the Board or as an addition to the existing
Board. Any Director appointed by the Board to fill a casual
vacancy shall hold office until the first general meeting of
shareholders after his appointment and be subject to re-
election at such meeting and any Director appointed by
the Board as an addition to the existing Board shall hold
office only until the next following annual general meeting
of the Company and shall then be eligible for re-election.
Besides, Article 84(1) of the Articles stipulates that at each
annual general meeting one-third of the Directors for the
time being (or, if their number is not a multiple of three (3),
the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director
shall be subject to retirement at an annual general meeting
at least once every three years.

Mr. Zhang Haitao (“Mr. Zhang"), Mr. Ding Baoshan (“Mr.
Ding”) and Mr. Sai Chun Yu (“Mr. Sai”) will retire by
rotation at the forthcoming AGM. All the above Directors,
being eligible, will offer themselves for re-election at the
AGM.

PROFILES OF DIRECTORS

Profiles of the Directors are set out on pages 54 to 61 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors (except for Ms. Zheng
Tingting (“Ms. Zheng”)) had entered into a service
agreement with the Company for an initial term of three
years commencing from the Company’s listing date on 23
May 2014 (the “Listing Date”). Ms. Zheng had entered
into a service agreement with the Company for an initial
term of three years commencing from her appointment
date on 23 November 2015. Each service agreement
will continue thereafter until terminated by either party
by giving to the other party at least three months’ prior
notice in writing. Each of the independent non-executive
Directors had been appointed for an initial term of three
years with effect from the Listing Date on 23 May 2014.
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All Directors are subject to retirement by rotation in
accordance with the Articles and Appendix 14 to the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”). None of the Directors proposed
for re-election at the forthcoming AGM has a service
contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year
without payment of compensation (other than statutory
compensation).

EMOLUMENT POLICY - DIRECTORS’
REMUNERATION

The Directors’ fees are subject to shareholders’ approval
at general meetings. Other emoluments are determined
by the Board with reference to Directors’ duties,
responsibilities and performance and the results of the
Group.

Details of the emoluments of every Director for the year
ended 31 December 2016 are set out in note 10 to the
consolidated financial statements.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the sections headed “CONNECTED
TRANSACTIONS” below and “RELATED PARTY
TRANSACTIONS” in note 40 to the consolidated financial
statements, no Director had a material interest, either
directly or indirectly, in any contract of significance to the
business of the Group to which the Company, or any of its
holding companies, subsidiaries or fellow subsidiaries was
a party during the year ended 31 December 2016.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2016, none of
the Directors of the Company had any interest in any
competing business with the Company or any of its
subsidiaries.
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Mr. Lu Yuguang (“Mr. Lu”) and Grandview Capital
Investment Limited (“Grandview”), being the controlling
shareholders of the Company (the “Controlling
Shareholders”), have each provided a written
confirmation to the Company confirming that he/
it has complied with the terms of the Deed of Non-
competition for the year ended 31 December 2016. The
independent non-executive Directors of the Company have
also reviewed the status of compliance by each of the
Controlling Shareholders and confirmed that, as far as they
can ascertain, each of the Controlling Shareholders has
complied with the terms of the Deed of Non-competition.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or existed
during the year ended 31 December 2016.

DISCLOSURE OF INTERESTS — DIRECTORS’
AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND/OR DEBENTURES

As at 31 December 2016, the interests and short positions
of the Directors and chief executive of the Company in
the shares, underlying shares and/or debentures (as the
case may be) of the Company or any of its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) which were
required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they
were taken or deemed to have under such provisions of
the SFO) or which were required to be entered into the
register required to be kept by the Company under Section
352 of the SFO or which were otherwise required to be
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code") set out in Appendix
10 to the Listing Rules, were set out below:
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()  The Company N ZF2aF

Number of Approximate
shares/ percentage of
Long/short underlying shareholding
Name of Director position Capacity shares  Notes (%)
BREL
B3 /16 BOK
EEpA 3%/ %R 5% ROBE W& (%)
Mr. Lu Yuguang Long position Beneflcial owner 1,500,000 1
ASS it e BEnEAA
Long position BenechiaI owner 1,500,000 2
e BEnEAA
Long position Interest held by his
controlled corporation 637,500,000 3
e HXEAERANER
640,500,000 62.25
Mr. Zhang Haitao Long position Interest held by his spouse 2,794,000 4
REREE 1 HEBRHANES
Long position Interest held by his
controlled corporation 75,000,000 5
55} HX LB ANER
77,794,000 7.56
Ms. Zheng Tingting Long position Beneficial owner 1,000,000 1
geprt 55e) BREAA
Long position Beneficial owner 1,794,000 6
& BRBEAA
Long position Interest held by her spouse 75,000,000 7
55e) HEBRa R
77,794,000 7.56
Mr. Wu Shaolun Long position Beneficial owner 1,500,000 1
RdmEE 55e) BRBEAA
Long position Beneficial owner 1,500,000 8
& BRBEAA
Long position Interest held by his
cgntr\olled corporitign 37,500,000 9
59) HXEBRANER
40,500,000 393
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Notes:

These shares represented the underlying shares of the
outstanding options granted by the Company on 19 May
2014 pursuant to the pre-IPO share option scheme (the “Pre-
IPO Share Option Scheme”) of the Company, details of
which are set out in the section headed “SHARE OPTION
SCHEMES" in this report.

These 1,500,000 ordinary shares were issued by the Company
to Mr. Lu upon exercise of his share options granted under
the Pre-IPO Share Option Scheme during the year ended 31
December 2016.

These 637,500,000 ordinary shares were held by Grandview,
which was wholly owned by Mr. Lu. Under the SFO, Mr.
Lu was deemed to be interested in such shares held by
Grandview.

These shares represented 1,794,000 ordinary shares held
by Ms. Zheng, an executive Director and the spouse of
Mr. Zhang, and 1,000,000 underlying shares under the
outstanding options granted by the Company to Ms. Zheng
pursuant to the Pre-IPO Share Option Scheme. Under the
SFO, Mr. Zhang was deemed to be interested in such shares
and underlying shares held by Ms. Zheng.

These 75,000,000 ordinary shares were held by Sunbrilliant
Capital Investment Limited (“Sunbrilliant”), which was
wholly owned by Mr. Zhang. Under the SFO, Mr. Zhang was
deemed to be interested in such shares held by Sunbrilliant.

These 1,794,000 ordinary shares were held by Ms. Zheng
upon exercise of her 1,000,000 share options granted under
the Pre-IPO Share Option Scheme and acquisitions of 794,000
shares from the market during the year ended 31 December
2016.

Ms. Zheng is the spouse of Mr. Zhang, an executive Director
and the Chief Executive Officer of the Company. Under
the SFO, Ms. Zheng was deemed to be interested in the
75,000,000 ordinary shares held by Sunbrilliant as mentioned
in Note 5 above.

These 1,500,000 ordinary shares were issued by the Company
to Mr. Wu Shaolun (“Mr. Wu") upon exercise of his share
options granted under the Pre-IPO Share Option Scheme.
600,000 share options and 900,000 share options were
exercised during the years ended 31 December 2015 and
2016 respectively.

These 37,500,000 ordinary shares were held by Lakefront
Capital Investment Limited (“Lakefront”), which was wholly
owned by Mr. Wu. Under the SFO, Mr. Wu was deemed to
be interested in such shares held by Lakefront.
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(I)  Associated Corporation (within the meaning of
the SFO)

Grandview Capital Investment Limited

m HEBEEE(ERRBZRHBEREMG)

Grandview Capital Investment Limited

Approximate
percentage of

Long/short Number of shareholding

Name of Director position Capacity shares (%)

Bkt

EEpnA wORR 54 RDEE (%)

Mr. Lu Yuguang Long position Beneficial owner 10,001 100
BIENTE e EREBA

Save as disclosed above, as at 31 December 2016, none
of the Directors or chief executive of the Company had
any interests or short positions in the shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO), or were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein,
or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

B EXFBEEIN  R-T—RF+ A=
+—H &R Ti%?I%ﬁEﬁU\%*ﬁ%ﬁE’\
ARBREEMERER (E& R ES LY
EEPIEXVER) BB - D RESS
BARBEZ MBI EXVEE7RFS
’“*BE’J%E 78 F& AN ) B Bk 3Z P 60 B i S
Ke (BRERER %&Hﬂfﬂlﬂﬁﬂﬂ’hx—rﬂmy
Met ARRIERERB NS IOAR) -
RIRE R ERPIFE3521% 45%":.:53’\\&1'7&
PP URN/NCIE AR okl Aok e W/}(ﬁ‘
SRBEETRAMARITHEARNR A MR
FREVER SRR

34 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2016



DISCLOSURE OF INTERESTS — SUBSTANTIAL
SHAREHOLDERS' INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2016, so far as was known to
the Directors of the Company, the following persons/
entities (other than the Directors or chief executive of
the Company) had, or were deemed to have, interests or
short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under
Section 336 of the SFO:

BElE - TERRANEAQT RS
REEROHERR AR

R-ZE—RF+-A=+—8 AR A=
ERA UTAL /B (EERARAE
TITHRABBRAIN) RAR RIS IEERHD
FHEXERAEEREEFRPEKRNE
XVEB 2 M35 KB R AR A7) M Bt 22 A
WENEZSAR  HIRIEES R EED
F336IFBRARARMFE B LML
AR

Number of Approximate

shares/ percentage of

Name of substantial Long/short underlying shareholding

shareholder position Capacity shares Notes (%)

el Bkt

FTERRHE BB HE KR 54 ROEE  EE (%)

Grandview Capital Long position Beneficial owner 637,500,000 1 61.96
Investment Limited e E=BEAA

Sunbrilliant Capital Long position Beneficial owner 75,000,000 2 7.29
Investment Limited 5= EmEAA
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Grandview was wholly owned by Mr. Lu, an executive Director
and the Chairman of the Company and Mr. Lu was deemed
to be interested in the 637,500,000 ordinary shares of the
Company held by Grandview pursuant to the SFO. Mr. Lu’s
interests in shares are disclosed in this annual report in the
section headed “DISCLOSURE OF INTERESTS — DIRECTORS'
AND CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND/OR DEBENTURES".

Sunbrilliant was wholly owned by Mr. Zhang, an executive
Director and the Chief Executive Officer of the Company and
Mr. Zhang was deemed to be interested in the 75,000,000
ordinary shares of the Company held by Sunbrilliant pursuant
to the SFO. Ms. Zheng, an executive Director, is the spouse
of Mr. Zhang and was accordingly deemed to be interested
in the 75,000,000 ordinary shares which Mr. Zhang was
deemed to be interested in for the purposes of the SFO.
Mr. Zhang's and Ms. Zheng’s interests in shares are disclosed
in this annual report in the section headed “DISCLOSURE OF
INTERESTS — DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND/OR DEBENTURES”.

Save as disclosed above, as at 31 December 2016,
the Directors were not aware of any other persons/
entities (other than the Directors and chief executive of
the Company) who had interests or short positions in
the shares or underlying shares of the Company which
would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of
Part XV of the SFO or which were recorded in the register
required to be kept by the Company under Section 336 of
the SFO.
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SHARE OPTION SCHEMES

The Company has adopted two share option schemes on 8
May 2014, namely the Pre-IPO Share Option Scheme and
the share option scheme (the “Share Option Scheme”)
which is governed by Chapter 17 of the Listing Rules.

(@) Pre-IPO Share Option Scheme

The Company conditionally approved and adopted
the Pre-IPO Share Option Scheme pursuant to a
resolution of the shareholders passed on 8 May
2014. The purpose of the Pre-IPO Share Option
Scheme is to recognise and reward the contribution
that certain Directors and employees of the Group
who made or may have made to the growth and
development of the Group and the Company’s IPO.

The principal terms of the Pre-IPO Share Option
Scheme are substantially the same as the terms
of the Share Option Scheme which has also been
conditionally adopted by the Company pursuant to
the aforesaid resolution, except that:

(@  The subscription price is, subject to certain
adjustments set out in the Pre-IPO Share
Option Scheme, equivalent to 50% discount
to the offer price under the IPO.

(b)  The maximum number of shares of the
Company which may be issued upon
exercise of all options granted under the
Pre-IPO Share Option Scheme is 30,000,000
shares, representing approximately 2.91%
of the issued share capital of the Company
as at the date of this annual report (i.e.
1,029,278,000 shares).

(o] Eligible participants under the Pre-IPO
Share Option Scheme are the Directors and
employees of the Group who, in the sole
opinion of the Board, will contribute or have
contributed to the Group.

BT E

ARAER-ZF—WFERH AN\ BERARIARE
fergEst 8 - BN R A% E B IRER S &
BT E ([BREE])  m EmRAE

178HRE -

(a) BRLMBERBRETS

BE_ZT—NFHA/\BRBHRR
RFBER - ARABGEHERRAE
RAFRERBRETS - 8RN
HEMBREASINBENERKRE R
RRLEAACHAERE 2 BEREK
ARAWERARBEEELERONE
TEZKESE -

BRARBEABEEETEINEZR
REAR R RRIE £ AURF A R R
A B BB SR BT 81 0 IR UK B R - 1
THIERRSD -

() RBEAEABEAAWEER
3 (B 47 850% (7 1R 1B B X
7 BB 4 A1 B AR A ) T B
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e E R BT SR B /AT
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(d)  Subject to any restrictions applicable under
the Listing Rules, and notwithstanding the
terms of grant thereof, all options granted
under the Pre-IPO Share Option Scheme are
subject to the following vesting period:

(i) as to 20% of the aggregate number
of shares underlying the option on
the date of the first anniversary of the
date of grant;

(ii) as to 30% of the aggregate number
of shares underlying the option on
the date of the second anniversary of
the date of grant; and

(i) as to 50% of the aggregate number
of shares underlying the option on
the date of the third anniversary of
the date of grant.

(e) Each option granted under the Pre-IPO Share
Option Scheme will lapse upon the expiry of
the option period of 5 years.

) No further options will be offered or granted
under the Pre-IPO Share Option Scheme on
or after the Listing Date.

On 19 May 2014, the Company has conditionally
granted options to subscribe for a total of
26,470,000 shares of the Company to certain
directors and employees of the Group under the
Pre-IPO Share Option Scheme.
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Details of movements of the share options granted
under the Pre-IPO Share Option Scheme for the year
ended 31 December 2016 are as follows:

BRRQ

BHE-_T-—RF+_A=1t—"BILFERE

FA 3% & I R AR Sl R L B g v &2
BRI

Number of shares issuable under the share options

BEBRETFARTHROHE
Lapsed/ As at
Exercise Asat  Granted  Exercised  cancelled 3
price per 1January duringthe  duringthe duringthe  December
Grantee Date of grant share  Exercise period 2016 year year year 2016
R
R £ —B-5%
R ZE-RF £R gr BN/ t=A
ERA RHAH TRE  ARH -A-H B BT d#  =t-H
Directors
£
Mr. Lu Yuguang 19 May 2014 1075 19/052015- 3,000,000 - (1,500,000) - 1,500,000
19/05/2019
(Note 1) (Note 2)
EftfiE —T-mE (FitzE1) (FtzE2)
EAtAA
Mr. Wu Shaolun 19 May 2014 1075 19/0572015- 2,400,000 - (900,000) - 1,500,000
19/05/2019
(Note 1) (Note 3)
RIOfmEE I Sit3 (FiF&ET) (Fif&E3)
BAtTHA
Ms. Zheng Tingting 19 May 2014 1075 19/052015- 2,000,000 - (1,000,000) - 1,000,000
19/05/2019
(Note 1) (Note 4)
gEpat “T-mE (FzE1) (FzE4)
EATAA
Employees of
the Group
rEEES
in aggregate 19 May 2014 1075 19/052015- 11,132,000 - (4705,000) - 7,027,000
19/05/2019
(Note 1) (Note 5)
5t “T-mE (FtzET) (F&ES)
EATIA
Grand Total: 18,532,000 - (7,505,000) - 11,027,000
git:
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(b)
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(€)

5)

All share options granted under the Pre-IPO Share
Option Scheme are subject to the following vesting
period:

(a) 20% of the share options are exercisable
from the date of the first anniversary of the
date of grant (i.e. on or after 19 May 2015);

(b) 30% of the share options are exercisable
from the date of the second anniversary of
the date of grant (i.e. on or after 19 May
2016); and

(©) 50% of the share options are exercisable
from the date of the third anniversary of the
date of grant (i.e. on or after 19 May 2017).

The weighted average closing price of the Company’s
shares immediately before the dates on which these
share options were exercised was approximately
HK$4.79 per share.

The closing price of the Company’'s shares
immediately before the date on which the 900,000
share options were exercised was HK$5.17 per share.

The closing price of the Company’s shares
immediately before the date on which the 1,000,000
share options were exercised was HK$5.10 per share.

The weighted average closing price of the Company’s
shares immediately before the dates on which these
share options were exercised was approximately
HK$5.39 per share.

Share Option Scheme

The principal terms of the Share Option Scheme,
which shall be valid and effective for 10 years from
its adoption date, are summarised below:

Purpose

The purpose of the Share Option Scheme is
to reward the eligible participants who have
contributed to the Group and to encourage them to
work towards enhancing the value of the Company
and its shareholders.
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Eligible participants

The Board may at its discretion make offers inviting
the Directors and employees of the Group and
any advisors, consultants, distributors, contractors,
suppliers, agents, customers, business partners,
joint venture business partners, promoters or service
providers of any member of the Group who the
Board considers, in its absolute discretion, have
contributed or will contribute to the Group, to take
up options to subscribe for shares of the Company,
subject to such conditions as the Board may think fit.

Total number of shares available for issue
under the Share Option Scheme

(@) 10% limit

Subject to the following paragraph, the
maximum number of shares which may be
issued upon exercise of all options to be
granted under the Share Option Scheme
and any other share option schemes of
the Company must not, in aggregate,
exceed 10% of the number of shares of
the Company in issue on the Listing Date
(not taking into account any shares which
may be allotted and issued pursuant to the
over-allotment option under the IPO) (the
“Scheme Mandate Limit”). Options lapsed
in accordance with the terms of the Share
Option Scheme and (as the case may be) such
other share option schemes of the Company
will not be counted for the purpose of
calculating the Scheme Mandate Limit.

The Company may, from time to time,
refresh the Scheme Mandate Limit by
obtaining the approval of the shareholders
in general meeting, provided that the total
number of shares which may be issued upon
exercise of all options to be granted under
the Share Option Scheme and any other
share option schemes of the Company under
the limit as refreshed must not exceed 10%
of the shares of the Company in issue as at
the date of the shareholders’ approval of the
refreshed limit.

BERSEE

EZeTRBREOBELAEBRESEN
BENEZERHEBUNERRRE
A2 B % A AN 5 B 4 B R A (A R
M- EXEHE - DiEE - Aen - H®
Em - REA TP EHBEBH A
2RERABA - BEARANEEIM
KRB RRIMRBHERRBEARBEAR
NERDHERE  EREKESES
RAZENBRGE T AEE -

RBBRET BT HBITHOROER

(a) 10%R5E
ETERTURZEMH BN
T ATEREERERS R
KRR aER E AR EIFT
BOEIEREm ] a7
BHEBE LR GHETEHEB
REMBBEEITHARRFR
MEEMI0% (Rt IR EH
IR B ES A HE RR B AR B T Bk
i 5% K B TR AR 1) ([ 58l
REMREBE]) - ;T EFTEEER
RN - RIBERESTEIR (BT
BRME) AR R E b IENHERT
EMIERE SRANBERET
ATEAEA

ERRNERASHER - K
XA AT BB R AT EIIR R
BOMEARDEMRBEMITE
RIBEBBAET 8 R AR RMEMR
H i IRAETEI I 2 500
P v T Al BE B 1T B AR 1 4B B8
PEHBBR R ED EHRE
EAMNARAEBITRGOD
10% o

BRERZERARAR / B2 —RNFFR 41



42

The Company may also seek separate
approval of the shareholders in general
meeting for granting options beyond the
Scheme Mandate Limit or the refreshed limit,
provided that the options in excess of such
limit are granted only to eligible participants
specifically identified by the Company before
such approval is sought.

(b)  30% limit

The overall limit on the number of shares
which may be issued upon exercise of all
outstanding options granted and yet to be
exercised under the Share Option Scheme
and any other share option schemes of the
Company must not, in aggregate, exceed
30% of the shares of the Company in issue
from time to time.

Maximum entitlement of each participant

The total number of shares issued and to be
issued upon exercise of the options granted to
each participant (including both exercised and
outstanding options) in any 12-month period must
not exceed 1% of the shares of the Company in
issue from time to time. Where any further grant
of options to a grantee would result in the shares
issued and to be issued upon exercise of all options
granted and to be granted to such person (including
exercised, cancelled and outstanding options) in the
12-month period up to and including the date of
such further grant exceeding 1% of the shares of
the Company in issue, such further grant must be
separately approved by the shareholders in general
meeting with such grantee and his associates
abstaining from voting.

Performance target

The Share Option Scheme allows the Board, when
offering the grant of any option, to impose any
condition including any performance target, which
must be met before the option shall vest and
become exercisable.
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Minimum period for which an option must be held

The Board may at its discretion, when offering the
grant of any option, impose any minimum period
for which an option must be held before it can be
exercised.

Exercise price

The exercise price shall be determined by the Board
in its absolute discretion but in any event shall be
not less than the highest of:

(@  the closing price of the shares of the Company
as stated in the daily quotations sheet of the
Stock Exchange on the date of grant;

(b)  the average closing price of the shares of the
Company as stated in the daily quotations
sheets of the Stock Exchange for the 5
business days immediately preceding the
date of grant; and

(o) the nominal value of the shares of the
Company.

Amount payable upon acceptance of option

HK$1.00 is payable by each eligible participant to
the Company on acceptance of an offer of option.

The Company has not granted any share options
under the Share Option Scheme since its adoption
on 8 May 2014.

The total number of shares currently available for
issue under the Share Option Scheme is 73,530,000
shares, representing approximately 7.14% of the
issued share capital of the Company as at the date
of this annual report (i.e. 1,029,278,000 shares).
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CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 40
to the consolidated financial statements also constitute
continuing connected transactions under the Listing
Rules, which are required to be disclosed in accordance
with Chapter 14A of the Listing Rules. The following
transactions between certain connected persons (as
defined in the Listing Rules) and the Company have
been entered into and/or are ongoing for which relevant
disclosure had been made by the Company in the
prospectus of the Company dated 13 May 2014 (the
“Prospectus”) or disclosed by way of announcement
in compliance with the disclosure requirements under
Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

a. Lease of certain premises for the use of production
plant and dormitories in Humen Town

On 1 January 2014, the Humen branch of Dongguan
NHE, an indirect wholly-owned subsidiary of the
Company, as lessee and Mr. Lu, as lessor, the
Chairman and controlling shareholder of the
Company, entered into a lease contract in relation to
the lease of certain buildings with a gross floor area
of approximately 5,835 square meters in Humen
Town, Dongguan City, Guangdong Province, China,
for the use as a production plant and dormitories
for the staff of the Group. The lease was for a term
of three years from 1 January 2014 to 31 December
2016, and is terminable by Dongguan NHE giving no
less than three months’ notice to Mr. Lu. Pursuant
to the lease contract, the parties further negotiated
and agreed during the year that the monthly rental
for the period between 1 July 2015 to 31 December
2016 shall be RMB80,523. The rental so charged by
Mr. Lu was determined by reference to the prevailing
market rents for leasing similar premises in similar
locations in China from independent third parties
under normal commercial terms during the course of
ordinary business. Further details of the lease were
disclosed by the Company in the Prospectus. During
the year ended 31 December 2016, rental paid to
Mr. Lu by the Group amounted to RMB966,276
(equivalent to approximately HK$1,127,630).
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To ensure the continuous use of those buildings, on
31 March 2017, Dongguan NHE and Mr. Lu entered
into a lease contract (the “Renewed Humen Lease
Contract”) for renewal of the above lease contract
for a term of three years commencing from 1 April
2017 to 31 March 2020. The terms under the
Renewed Humen Lease Contract are substantially
the same as those under the above lease contract,
save that the monthly rental payable under the
Renewed Humen Lease Contract for the financial
year ending 31 December 2017 shall be RMB87,525
and the maximum monthly rental payable for the
financial years ending 31 December 2018, 2019
and 2020 shall be RMB96,278, RMB105,905 and
RMB116,525 respectively. The rental so charged by
Mr. Lu is determined by reference to the historical
rents of those buildings, the prevailing market rents
for similar premises in the same or nearby areas or
similar locations in China, the terms and conditions
of the Renewed Humen Lease Contract, the historical
trend and the expected increase in the rents in the
PRC property market and inflation. Further details of
the Renewed Humen Lease Contract were disclosed
by the Company in its announcement dated 31
March 2017.
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Lease of certain premises for the use of
production plant and dormitories in Houjie
Town

On 1 January 2014, Dongguan NHE as lessee and
Mr. Lu as lessor entered into two lease contracts in
relation to the lease of certain buildings with a total
gross floor area of approximately 17,370 square
meters in Houjie Town, Dongguan City, Guangdong
Province, China, for the use as administrative
offices, a production plant and dormitories for
the staff of the Group. The two leases were for
a term of three years from 1 January 2014 to 31
December 2016, and are terminable by Dongguan
NHE giving no less than three months’ notice to
Mr. Lu. Pursuant to the lease contracts, the parties
further negotiated and agreed during the year
that the aggregated monthly rental for the period
between 1 July 2015 to 31 December 2016 shall be
RMB218,862. The rental so charged by Mr. Lu was
determined by reference to the prevailing market
rents for leasing similar premises in similar locations
in China from independent third parties under
normal commercial terms during the course of
ordinary business. Further details of the leases were
disclosed by the Company in the Prospectus. During
the year ended 31 December 2016, rental paid to
Mr. Lu by the Group amounted to RMB2,626,344
(equivalent to approximately HK$3,064,904).
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To ensure the continuous use of those buildings, on
31 March 2017, Dongguan NHE and Mr. Lu entered
into another two lease contracts (the “Renewed
Houjie Lease Contracts”) for renewal of the
above lease contracts for a term of three years
commencing from 1 April 2017 to 31 March 2020.
The respective terms under the Renewed Houjie
Lease Contracts are substantially the same as those
under the above two lease contracts, save that the
aggregated monthly rental under the Renewed
Houjie Lease Contracts for the financial year ending
31 December 2017 shall be RMB260,550 and the
maximum aggregated monthly rental payable for
the financial years ending 31 December 2018, 2019
and 2020 shall be RMB286,605, RMB315,266 and
RMB346,879 respectively. The rental so charged by
Mr. Lu is determined by reference to the historical
rents of those buildings, the prevailing market
rents for similar premises in the same or nearby
areas or similar locations in China, the terms and
conditions of the Renewed Houjie Lease Contracts,
the historical trend and the expected increase in
the rents in the PRC property market and inflation.
Further details of the Renewed Houjie Lease
Contracts were disclosed by the Company in its
announcement dated 31 March 2017.

RRERZEEFNRFEFRH R —+F
—A=+—H BB EHEELEFIIM
mHEEAR ((KRETEHHAESR]) - KU
BT FMHEEAR BT —+tHWMA—H
EBE T _EF=-A=1+—HILAB=F-
KEIEHHEEAR THMEBIGHKE ERAE
EERMBERERNER  HREE_T—+t
F+_AZ+—HULYBRFEREBEEEE
HHESRENNBE AR A ARY260,550
T MREE_E—N\F - _T-hFEK=
T _EF+ A=+ HILWBRFEEMND
=@ A9 R A AR286,6057T © A
K #315,2667T & A R #346,8797C ° & %
FRBRHEESI2EZEEFHNELES -
AR B [R] — & ok 48 3 #b [ sl AR U ib B FE LR
FIMIRiTmisiEe  KETEHHESRAH
EREAEE  FEEHETSHESMEL B
DRIEEERUANBERIRETE - KEF]E
HHEARMNE—PHBERARRBHEAS
T—tF=A=1+—HWREPHEE -

BRERZERARAR / B2 —RNFFR 47



48

Lease of certain property for daily production
and operational use in Machong Town

On 25 September 2015, Dongguan BPT, an indirect
wholly-owned subsidiary of the Company, as lessee,
and Dongguan Quality Clothing Company Limited
("Dongguan Clothing”) as lessor entered into
a lease agreement in relation to the lease of a
property with a total leasing area of approximately
21,868 square meters in Machong Town, Dongguan
City, Guangdong Province, China for the Group’s
daily production and operational use at a monthly
rental of RMB328,020. The lease is for a term of
three years from 1 October 2015 to 30 September
2018, and is terminable by mutual agreement.
The rental so charged by Dongguan Clothing
is determined by reference to (i) the prevailing
market rent of similar properties in the area; and
(i) the conditions of the property, including but not
limited to the location of the property as well as
the facilities associated with the property. Further
details of the lease were disclosed in the Company’s
announcement dated 25 September 2015. During
the year ended 31 December 2016, rental paid
to Dongguan Clothing by the Group amounted
to approximately RMB6,157,623 (equivalent to
approximately HK$7,152,726).
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Sales of elastic fabric and elastic webbing

On 3 May 2016, Dongguan BPT and Dongguan
NHE (as suppliers) entered into a sales agreement
(the “Sales Agreement”) with Dongguan Clothing
(as purchaser) in relation to the sales of elastic
fabric and elastic webbing for a term of three years
commencing from 4 May 2016 to 3 May 2019.
Pursuant to the Sales Agreement, the selling prices
for elastic fabric shall be within the range of RMB20
to RMB50 per meter (tax inclusive) and the selling
prices for elastic webbing shall be within the range
of RMBO0.55 to RMB1.00 per meter (tax inclusive).
The selling price ranges for the goods under the
Sales Agreement are determined after arm’s length
negotiations between the parties thereto and with
reference to (i) the historical and prevailing market
prices of the same and similar goods in the area,
(i) the historical and prevailing selling prices of
Dongguan BPT and Dongguan NHE for the goods,
and (i) the credit worthiness and potential business
growth of Dongguan Clothing. The annual caps for
the transaction amounts under the Sales Agreement
for the financial years ending 31 December
2016, 2017, 2018 and 2019 are RMB10 million,
RMB15 million, RMB15 million and RMB10 million
respectively. Further details of the Sales Agreement
were disclosed in the Company’s announcement
dated 3 May 2016. During the year ended 31
December 2016, sales to Dongguan Clothing by
Dongguan BPT and Dongguan NHE under the Sales
Agreement amounted to approximately RMB979,090
(equivalent to approximately HK$1,116,898).

As at 25 September 2015, 3 May 2016 and the
date of this annual report, Dongguan Clothing
is owned as to 50% by Ms. Wu Wanxiong (the
spouse of Mr. Lu, the Chairman and an executive
Director of the Company, and the sister of Mr. Wu,
an executive Director of the Company), 30% by Ms.
Zheng (an executive Director of the Company and
the spouse of Mr. Zhang, an executive Director of
the Company), 10% by Mr. Wu Junjie (the son of
Mr. Wu) and 10% by Mr. Lu Canping (the nephew
of Mr. Lu). Accordingly, Dongguan Clothing is an
associate of Mr. Lu, Ms. Zheng, Mr. Zhang and Mr.
Wu, and therefore is a connected person of the
Company pursuant to Rule 14A.07 of the Listing
Rules.
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Independent non-executive Directors’ confirmation

The independent non-executive Directors have reviewed
the above continuing connected transactions conducted
during the year ended 31 December 2016 and confirmed
that such transactions have been entered into:

(a) in the ordinary and usual course of business of the
Group;

(b)  either on normal commercial terms or, if there are
not sufficient comparable transactions to judge
whether they are on normal commercial terms, on
terms no less favourable to the Group than terms
available to or from (as appropriate) independent
third parties; and

(@} in accordance with the relevant agreement
governing them on terms that are fair and
reasonable and in the interests of the shareholders
of the Company as a whole.

Review by the Company’s auditor

Pursuant to Rule 14A.56 of the Listing Rules, the
Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with
Hong Kong Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits
or Reviews of Historical Financial Information” and
with reference to Practice Note 740 "Auditor's Letter
on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants. Our auditor has issued its
unmodified independent assurance report on continuing
connected transactions of the Group for the year ended 31
December 2016 in pages 44 to 49 of this annual report in
accordance with Rule 14A.56 of the Listing Rules. A copy
of the independent assurance report has been provided by
the Company to the Stock Exchange.
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AUDIT COMMITTEE

An audit committee (the ”"Audit Committee”) was
established by the Board with written terms of reference
in compliance with the Corporate Governance Code (the
"CG Code”) contained in Appendix 14 to the Listing
Rules. The Audit Committee comprises three independent
non-executive Directors, namely Mr. Sai, Mr. Cheung Yat
Ming and Mr. Ding. Mr. Sai is the chairman of the Audit
Committee.

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the
Company are set out in the Corporate Governance Report
from pages 80 to 94 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the
Company and within the knowledge of the Directors, at
least 25% of the Company’s total issued share capital was
held by the public as at the latest practicable date prior to
the issue of this report.
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DISCLOSURE PURSUANT TO RULE 13.21 OF
THE LISTING RULES

As disclosed in the Company’s announcement dated 8
January 2016, the Company (as guarantor) and its five
wholly-owned subsidiaries (as borrowers) entered into a
facility agreement with certain banks in Hong Kong for
a syndicated loan comprising HK$1 billion equivalent
multicurrency term loan and revolving credit facilities,
which may be increased up to HK$1.2 billion, with a
maturity of 3 years from the date of first drawdown of
the term loan facility. The facility agreement contains
specific performance obligations on Mr. Lu, the controlling
shareholder of the Company, requiring that he shall at all
times:

(i) maintain, directly or indirectly, at least 30% of the
issued share capital of the Company;

(ii) continue to be the single largest shareholder of the
Company;

(iii) continue to be the Chairman of the Board; and

(iv) maintain control over the management and
business of the borrowers, the Company and the
material subsidiaries.

As of the date of this annual report, Mr. Lu is the
Chairman of the Board and an executive Director as well as
the controlling shareholder of the Company, holding direct
and indirect interests in 640,500,000 shares and underlying
shares of the Company, representing approximately
62.22% of the issued share capital of the Company as at
the date of this report, and is treated as the single largest
shareholder of the Company.

Pursuant to the facility agreement, if Mr. Lu breaches
any of his specific performance covenants as mentioned
above, the borrowers shall prepay the syndicated loan
together with the interests and all other amounts accrued
in connection therewith.
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PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, every Director shall be entitled
to be indemnified out of the assets and profits of the
Company from and against all actions, costs, charges,
losses, damages and expenses which he/she may incur or
sustain in or about the execution of the duties of his/her
office or otherwise in relation thereto.

The Company has arranged appropriate directors’ and
officers’ liability insurance coverage for the Directors and
officers of the Group throughout the year.

EVENTS AFTER THE REPORTING PERIOD

The Group had no significant events after 31 December
2016.

AUDITOR

The consolidated financial statements of the Company
for the year ended 31 December 2016 have been audited
by Messrs. Deloitte Touche Tohmatsu. A resolution will be
submitted at the forthcoming AGM to re-appoint Messrs.
Deloitte Touche Tohmatsu as independent auditor of the
Company.

By order of the Board
Lu Yuguang
Chairman

Hong Kong, 20 March 2017
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EXECUTIVE DIRECTORS

Mr. LU Yuguang (E/E), aged 51, is the chairman of
our Company. He was appointed as a Director on 14
June 2013 and re-designated as an executive Director
of the Company on 21 January 2014. Mr. Lu is also the
chairman of the Nomination Committee and a member of
the Remuneration Committee of the Company. Mr. Lu has
approximately twenty-two years of experience in the textile
industry and he formulates overall management plans and
oversees the strategic business development of our Group.
He is currently the legal representative and the chairman
of Dongguan NHE and the chairman of the board of
Dongguan BPT. Mr. Lu first started to engage in the
textile industry in August 1994 when he was a chairman
of Dongguan Runda Elastic Weaving Company Limited
("Dongguan Runda”), a company which was engaged in
the manufacturing, production and sale of elastic webbing
and throughout the years, Mr. Lu has been an active
entrepreneur in Dongguan City and Guangdong Province.
He has been a committee member of the Chinese People’s
Political Consultative Conference of the Dongguan
Municipal (3 %2 T B 1% & 8 &) since December 2011
and a member of the High-tech Enterprises Association
in Dongguan City (REM =¥ RMTE 1 E) since July
2009. In July 2009, Mr. Lu was awarded with the “Chinese
Enterprise Management Innovation Achievement Award”
(P B 1> 3 B 12 A 37 5K 3t 28) by the China Academy of
Management Science (FEIEERIEMIEFT). Mr. Lu is a
brother-in-law of Mr. Wu. As at 31 December 2016, Mr. Lu
was the controlling shareholder of the Company. Details of
Mr. Lu’s interests in the share capital of the Company are
set out in the section headed “DISCLOSURE OF INTERESTS
— DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND/
OR DEBENTURES” in this annual report.
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Mr. ZHANG Haitao (55/8/%), aged 47, is the chief executive
officer of our Group. He was appointed as a Director on
14 June 2013 and re-designated as an executive Director
of the Company on 21 January 2014. He is currently
a director and the general manager of Dongguan BPT
and Dongguan NHE. Mr. Zhang formulates and executes
overall corporate directions and business strategies of
our Group. He has approximately twenty-one years of
experience in the textile industry. Mr. Zhang has worked
in our Group since February 2003 and held the position
of general manager at Dongguan BPT. Prior to working
in our Group, Mr. Zhang worked for Pioneer Elastic Fabric
(China) Company Limited (BA¥TSE &% (R E) BRA
A]) as the business manager between March 1995 and
March 1998. Between January 1998 and April 1999, and
later from July 2001 to May 2010, Mr. Zhang was the
general manager of Dongguan Runda. Mr. Zhang has
been a director of the Guangdong Textiles Association (f&
RE 441 E) since November 2009 and an individual life
member of the Hong Kong General Chamber of Textiles
Limited (B/8#7447€) since September 2013. Mr. Zhang
completed a fashion technology course at Beijing Institute
of Fashion Technology (AtRAREZFE) in July 1992 and
further obtained a master degree in software systems at
the University of St. Thomas in the United States in May
2001. Mr. Zhang is the spouse of Ms. Zheng, an executive
Director of the Company. As at 31 December 2016, Mr.
Zhang was interested in the shares and underlying shares
of the Company, details of which are set out in the section
headed “DISCLOSURE OF INTERESTS — DIRECTORS’ AND
CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND/OR DEBENTURES” in
this annual report.
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Mr. WU Shaolun (2 @), aged 52, is an executive Director
of the Company. He was appointed as a Director on 14
June 2013 and re-designated as an executive Director of
the Company on 21 January 2014. He is currently a director
and the deputy general manager of Dongguan BPT and
Dongguan NHE. Mr. Wu is principally responsible for our
Group’s infrastructure and the general management of
Dongguan BPT and Dongguan NHE. He has over twenty
years of experience in the textile industry. Prior to joining
our Group, Mr. Wu worked in Dongguan Runda as the
deputy general manager from April 1995 to May 2010. Since
February 2003, Mr. Wu has been the deputy general manager
of Dongguan BPT. In addition, he has been the deputy
general manager of Dongguan NHE since 2010. Mr. Wu
has been a member of the High-tech Enterprises Association
in Dongguan City GR52 T = ¥ ¥ % ®) since July
2009 and a director of the Dongguan City Association of
Enterprises with Foreign Investment (BRzemishmigE D%
) since November 2013. Mr. Wu is the brother-in-law of
Mr. Lu. As at 31 December 2016, Mr. Wu was interested in
the shares and underlying shares of the Company, details of
which are set out in the section headed “DISCLOSURE OF
INTERESTS — DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND/OR DEBENTURES" in this annual report.
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Ms. ZHENG Tingting (E#512), aged 42, is an executive
Director of the Company, the chief operating officer and
vice-president (marketing) of the Group and is responsible
for the overall operations, manufacturing and developing
and implementing the sales and marketing strategies
of the Group. Prior to joining the Group in December
2006, Ms. Zheng joined the Guangzhou office of Parker
Pen (Shanghai) Limited as a sourcing specialist in January
2004. In December 2006, Ms. Zheng joined Dongguan
Runda and worked as the vice-president when she left in
May 2010 and she has since joined Dongguan NHE in the
same capacity. Also, starting from December 2006, Ms.
Zheng worked as a sales manager in Dongguan BPT and
since December 2008, she has been promoted as the vice-
president (marketing) of the Group. Ms. Zheng has also
been promoted as the chief operating officer of the Group
since 1 September 2014. Ms. Zheng graduated from the
English department of Xi‘an Translation College (FA%Z &}
FE127126%) in the PRC in June 1996. Ms. Zheng is the
spouse of Mr. Zhang, the chief executive officer and an
executive Director of the Company. As at 31 December
2016, Ms. Zheng was interested in the shares and
underlying shares of the Company, details of which are
set out in the section headed “DISCLOSURE OF INTERESTS
— DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND/
OR DEBENTURES” in this annual report.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHEUNG Yat Ming (5—"%5), aged 48, was appointed
as an independent non-executive Director of the Company
on 8 May 2014. He is also a member of the Audit
Committee, the Remuneration Committee and the
Nomination Committee of the Company. Mr. Cheung
has extensive experience in the fields of investment, real
estate and property market research, corporate finance
and auditing. Prior to joining our Group, Mr. Cheung
was a staff accountant and semi-senior accountant at
Arthur Andersen & Co. in Hong Kong and China from
August 1991. In August 1994, Mr. Cheung joined Citicorp
Commercial Finance (HK) Limited as an administration and
accounting manager and was promoted with Citibank’s
corporate title of assistant vice-president in September
1996. In October 1997, he joined Salomon Brothers Hong
Kong Limited as an equity research associate. Mr. Cheung
joined Donaldson, Lufkin & Jenrette as a research associate
in its equity department in May 1999. In November 2000,
Mr. Cheung joined HSBC Markets (Asia) Limited as its
head of Hong Kong and China property research. In 2005,
Mr. Cheung joined Cohen & Steers Asia Limited as an
executive director and a vice-president in its investment
research department and was promoted in January 2007
as a senior vice-president and Asia Pacific chief investment
officer. In June 2009, Mr. Cheung joined DBS Vickers (Hong
Kong) Limited as its head of research. From August 2011
to June 2013, Mr. Cheung worked as the chief investment
officer of Neutron Greater China Equity Long/Short Fund
as managed by Neutron INV Partners Limited. Since June
2013, Mr. Cheung has been the executive director, chief
executive officer and responsible officer of New Century
Asset Management Limited, which is the manager of New
Century Real Estate Investment Trust, a REIT listed on the
Stock Exchange (Stock Code: 1275). Since March 2014, Mr.
Cheung has also taken up the position as an independent
non-executive director of Springland International Holdings
Limited, a company listed on the Stock Exchange (Stock
Code: 1700). Mr. Cheung is licensed by the Securities and
Future Commission to carry out Type 9 (asset management)
regulated activity. He became a certified public accountant
of the Hong Kong Institute of Certified Public Accountants
in January 1995, a fellow of the Association of Chartered
Certified Accountants in September 1999 and a chartered
accountant of the Institute of Chartered Accountants in
England and Wales in September 2007. Further in June
2010, Mr. Cheung received the Outstanding Chinese
Business Leader Award (FFZE4E 5 ¥ B EE) from the
HongQi (AL /&% Fl)) and China Report ( B & i&). Mr.
Cheung graduated from the Hong Kong Polytechnic
University with a bachelor degree in accountancy in
November 1991.

BMFHTES

R—IBEE 485 RZZE—HWFRAN
BEZAAXRRABILIENITES - KN
BARNREBEZEZES  FTHEZEGLIER
ZEEUIHEB - RAEERE BHER
VMEMBHR  CERERBITTELRE
o RAEENMBAEER  R—hhL—F
NAEEBRFEZEERRIEISTER
FREEE e R— A NAEENAR » REEDN
BIEETIEY% (B8 BRAFIEEITH

&R YR —NANANFNAEAEE
HRT BB RRY - BR— A NLtEF+
AMBMEMABEEERARIIEEIES
MEPE - R—HANANFREAR REER
Donaldson, Lufkin & JenretteZ & Z#E(E
BHMESNE - REER_ZZZTF+—
HAANEEHSBC Markets (Asia) Limited#2EZ&
BRABEYESNEE R_ZTTRF K
do4 B Cohen & Steers Asia Limited¥&(T
WITEERREMRLRER TR T
+tF-—RABEHASRAEBERTIARIEER
E - REER_ZTENFAANEERKE
BEETEEARAREIHEEE - R _T—
—FNAE_E—=ZFAHHB  RKRE4LE
E{FEHNeutron INV Partners Limited &I 2
Neutron Greater China Equity Long/Short
FundW iR EHE - BT —=F /<A ' K
EE—BEETRTEEERBERARINHIT
BE THBHFEEAE  ZAFAMAT
EXHEETES (MM LETHEERE
e BRHOMRSE 1275 8B - G -F—
WE= A#E  sRIAEEN BEBBEBIZRER
NANBIIENITES (B EMAR]
RDSE - 1700) c RAEEEEFEFLRHES
SERLZESRENERE (RHEEETE
B)XREEH - REER—NNLAF—A
MAEBBSTMASHNRESA - R—Nh
ANEFENARBBETFARSTAEHER
SEURR_ZEZELFNAKABERBELE
AT AT - EgR
“E-ZTFRA RAEEGEST) &
(PERE) BTHPEFLHEBME - R
TER—NN—F+—AREBEIKRER

X DEErR8Le -

58 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2016



Mr. Cheung was appointed as a director of Neutron
Greater China Equity Long/Short Fund, an exempted
limited company incorporated in the Cayman Islands on 11
June 2010 to conduct securities investment business. The
company had ceased to trade and was not in operation,
had no assets, nor liabilities to creditors, shareholders or
any other third party at the time when the directors of
the company, one of whom was Mr. Cheung, and the
shareholders of the company believed that it was for
the best interests of the company to be struck off from
the register of companies in the Cayman Islands. The
company was subsequently struck off from the register
on 31 December 2013. Mr. Cheung was also a director of
Neutron Capital Management Ltd., an exempted limited
company incorporated in the Cayman Islands on 11 June
2010 to conduct securities investment business. The
company had ceased to trade and was not in operation, it
also had no assets, nor liabilities to creditors, shareholders
or any other third party at the time when the directors
of the company, one of whom was Mr. Cheung, and the
shareholders of the company believed that it was for the
best interests of the company to be struck off from the
register of companies in the Cayman Islands. The company
was subsequently struck off from the register on 31
December 2013.
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Mr. DING Baoshan (T & L), aged 54, was appointed as
an independent non-executive Director of the Company on
8 May 2014. He is also the chairman of the Remuneration
Committee and a member of the Audit Committee and
the Nomination Committee of the Company. Prior to
joining our Group, Mr. Ding was an executive director
of Denway Motors Limited, which was initially listed
on the Stock Exchange but was delisted in 2010 upon
its privatisation, from 2000 to 2007. Starting from July
2000, Mr. Ding also worked as the chief economist and
the deputy general manager of Guangzhou Automobile
Industry Group Company Limited (B/N9E TE¥EEAR
73 A]), managing various departments until October 2007.
Starting from 2008, he was the general manager of Beijing
Shengshi Huaxuan Investment Company Limited (Jt&5%
HEES R E G R A R]) until June 2015. Starting from May
2011, he has been an independent director of Qinghai
Huading Industrial Company Limited (H/8EREEER
A 7]), a company listed on the Shanghai Stock Exchange
(Stock Code: 600243). Mr. Ding has also taken up the
position as the chairman and an executive director of Pizu
Group Holdings Limited, a company listed on the Stock
Exchange (Stock Code: 8053) since December 2012, and
subsequently resigned as the chairman on 15 November
2016. With effect from 30 March 2015, Mr. Ding has been
appointed as an independent director of Shanxi Guoxin
Energy Corporation Limited (\LI7E4& BE#aERRMDER A
Al), a company listed on the Shanghai Stock Exchange
(Stock code: 600617). Mr. Ding graduated from the Beijing
Iron and Steel Institute (1t RIMEEEET) with a bachelor
degree in mining machinery in July 1985. In June 1988,
Mr. Ding completed a master degree in engineering at
Beijing University of Science and Technology (At R&HA
2) in the PRC. Mr. Ding graduated from the China Social
Science Institute (A7 Bt & #HEF%) with a doctorate degree
in economics in July 1991.
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Mr. SAl Chun Yu (&1&k5), aged 36, was appointed as
an independent non-executive Director of the Company
on 8 May 2014. He is also the chairman of the Audit
Committee of the Company. Mr. Sai has over fourteen
years of experience in audit, accounting, taxation and
business consultancy. Prior to joining our Group, Mr.
Sai worked at Ting Ho Kwan & Chan Certified Public
Accountants from August 2002 to February 2006. Later
in March 2006, Mr. Sai worked at KPMG as an assistant
manager. Mr. Sai has been the managing partner of CCS &
Company, Certified Public Accountants since March 2008.
Since March 2012, Mr. Sai has been an independent non-
executive director of Yueshou Environmental Holdings
Limited, a company listed on the Stock Exchange (Stock
Code: 1191) and resigned from such position with effect
from 10 October 2014. In February 2006, Mr. Sai was
admitted as a member of the Association of Chartered
Certified Accountants. In September 2007. Mr. Sai became
a certified public accountant of the Hong Kong Institute
of Certified Public Accountants and was later registered
as a certified public accountant (practising) in February
2008 with the same institute. Mr. Sai graduated from the
Chinese University of Hong Kong with a bachelor degree
in business administration in December 2002.

CHIEF FINANCIAL OFFICER AND COMPANY
SECRETARY

Mr. CHAN Yiu Sing (R#2£), aged 38, is the chief financial
officer and company secretary of our Group. Mr. Chan is
responsible for ensuring and maintaining the standards of
corporate governance of the Group. Mr. Chan has over
eleven years of experience in audit, investment, accounting
and finance. He joined an international audit firm in
February 2006 and was a manager of such audit firm until
May 2012 prior to joining our Group in February 2013. Mr.
Chan graduated from the University of New South Wales
in Australia with a master degree in commerce in June
2005 and a bachelor degree in accounting and finance in
October 2003. He has been a member of the Hong Kong
Institute of Certified Public Accountants since September
2009.
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ABOUT THIS REPORT

Best Pacific International Holdings Limited (the
“Company” or “Best Pacific”) and its subsidiaries
(collectively, the “"Group” or “our” or “we"” or "us”), is
a leading one-stop solutions provider of lingerie materials
by sales revenue. Being one of the few lingerie one-stop
solutions providers, Best Pacific supplies the lingerie brand
owners with a comprehensive product range of lingerie
materials, comprising of elastic fabric, elastic webbing and
lace. The Company sustains satisfactory business growth
by leveraging on its high product quality and with strong
innovative and research and development capabilities,
Best Pacific has continued to reinforce its long-term and
close collaborations with leading lingerie brands including
"Aimer, Chantelle, Embry Form, Maniform, Marks &
Spencer, Spanx, Triumph, Victoria's Secret and Wacoal. In
2013, the Group further expanded into the sportswear
materials market. The Group continues to deepen its
partnership with the world’s leading sportswear brands
including "Lululemon, Under Armour, sportswear series of
Victoria's Secret, PINK and Victoria Sport, as well as other
international sportswear brands.

This is our first environmental, social and governance
report covering the reporting period from 1 January
2016 to 31 December 2016, with an objective to
outline our approaches, commitments and strategies to
the sustainability development of the Group. Relevant
disclosures of sustainability performance in material
aspects are made in accordance with the Environmental,
Social and Governance Reporting Guide set out in
Appendix 27 to the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited. With the objective to enhance the
Group’s global footprint and to further expand our market
share, a manufacturing plant is currently undergoing its
construction phase in Vietnam. While the policies disclosed
in this report generally apply to the whole Group, those
policies in relation to the production process and the
relevant statistics are mainly related to our subsidiaries in
the People’s Republic of China (the “PRC") in which the
main production capacities are located.

A Brands are arranged in alphabetical order.
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VISION

“Build on innovation and technology” has always been
the Group’s vision in developing new products to meet
the market demand. Through its dedication in research
and development, the Group has developed a diversified
portfolio of high-performance lingerie and sportswear
materials, which are blended with quality, comfort and
functionalities.

MISSION

While Best Pacific is expanding and diversifying the
customer portfolio with its innovative products across
the sectors, we also focus on delivering our social
responsibilities and the Group has always aimed at creating
a green, healthy and safe working environment, while at
the same time educating and equipping our staff with the
relevant skills and knowledge to manufacture safe and
quality products. Best Pacific not only sees the mission
as part of our high corporate governance and social
responsibilities, but also considers it a crucial element for
the long term sustainable development of the Group.

ENVIRONMENTAL PROTECTION

Being one of the world’s leading textile manufacturers,
Best Pacific not only focuses on its business development
by expanding production capacities and creating innovative
and high quality products to customers, but also aims
at putting efforts in making a better world by creating
a green manufacturing environment through a series of
measures. With the ISO14001:2004 certification issued
by SGS United Kingdom Ltd., we are regarded to have
exercised quality environmental and energy management
throughout the manufacturing process. With a view to
further improving our energy efficiency and to making a
better world we live in, Best Pacific is working towards
the ISO50001 certification and will continue to commit to
creating a better environment through our resources-saving
campaigns.
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Emissions BER

Gas emissions from boilers and pre-treating machines, WERTELEEEE RN ERBRES
sewage discharges from the dyeing process and other B3 7K B R HL th A= 72 B BR AT EE AR B0 EL AR
associated hazardous waste from other production BEREEY HASEREEAERENTE

phases are the major emissions of the Group’s whole e o BAPIERASE T TIEREFME A
manufacturing process. We strictly follow the internal MEBHE 51 LA K A B AT 8 4h e AR B VA 1 SOK
guidelines as laid out in the working environment M HEe| RIRE -

handbook, as well as the relevant laws and regulations,
guidelines and standards issued by the PRC government.

o Gas emissions — major pollutants of the gas .
emissions from boilers and pre-treating machines
such as sulphur dioxide (SO,), nitrogen oxide (NO),
carbon dioxide (CO,), smoke and dusts are emitted
and controlled in accordance to the “Emission
standard of air pollutants for boiler” issued by the
Ministry of Environmental Protection of the PRC.
The Group has successfully obtained the annual gas
emission license in 2016, for which the license is
subject to review and renewal annually, indicating
that the Group is up to the required standards.

o Sewage discharges - sewage is treated and .
discharged in accordance to the “Discharge
standards of water pollutants for dyeing and
finishing of textile industry” issued by the Ministry
of Environmental Protection of the PRC. The sewage
discharges are obtained and examined quarterly by
the relevant governmental authority. Throughout
the year, we had strictly complied with the given
standards and the results are satisfactory.

o Hazardous waste disposal — all the hazardous °

waste produced during the production process
is centralised and managed by qualified operator
in transferring out the waste. Volatile organic
compounds (“VOCs"”) emitted from pre-treating
machines are managed in accordance to the
“Emission standard of volatile organic compounds
for furniture manufacturing operations” issued by
the Ministry of Environmental Protection of the PRC
on the intensity and velocity of emission.
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Use of resources

Construction and renovation work have been carried
out to upgrade the existing manufacturing facilities on a
continuous basis and an annual assessment is performed
to allow efficient use of resources and to minimise any
environmental impacts associated with the production
process. Relevant projects carried out in the year ended 31
December 2016 included:

Projects Details and results achieved

Alteration of boilers | ¢ Coal was the major fuel for boilers
until mid 2016 and it was replaced
by natural gas.

e CO, emission has been reduced by
approximately 65,808 tonnes per
year.

e SO, emission has been reduced by
approximately 47 tonnes per year.

e Nitrogen oxides emission has been
reduced by approximately 49
tonnes per year.

e Dusts and particulars emission has
been reduced by approximately 13
tonnes per year.

Water consumption | e Dyeing process advancement and
installation of recycled hot water
pipes are our major water-saving
campaigns during the year.

e Water consumption has been
reduced by approximately 14.1%
and approximately 0.2% from the
elastic fabric and lace segments
and the elastic webbing segment
respectively in year 2016 as
compared to year 2015.

Installation of e Monitoring system on the velocity
monitoring of sewage discharges and the
system of sewage intensity of pollutants in the
discharges sewage discharges has been

installed so as to ensure the
sewage discharged fully complied
with the standards as set out in the
relevant rules and regulations.
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Projects Details and results achieved

Reconstruction of
sewage pipes

Reconstruction works of the sewage
pipes were carried out in 2016,
which aimed to avoid any sewage
leakage that might result in water
pollution.
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Modification of pre-
treating machines

After the modification of pre-treating
machines, over 95% of the air
pollutants emitted from the pre-treating
machines has been purified with
particulates<20mg/m?®, smoke<20mg/
m? and VOCs<30mg/m?.

LED lightings

Lightings in the production area
have been replaced by LED bulbs
which saved up much electricity as
compared with CFL bulbs.
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Reconstruction of
recycled water

pipes

Condensed water from steam
machines and cooling water from
machines are recycled and reused
for dyeing.

Over 200 tonnes of these 60°C
recycled water are saved per day,
and as a result, 7000KJ of energy
is saved daily in the water heating
process.
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Modification of
energy saving
pumps of air
conditioning
system

More than 21% consumption
of electricity is saved after
modification.
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EMPLOYMENT AND WORK ENVIRONMENT
Basic information on employees

As at 31 December 2016, the Group employed a total of
5,725 full-time employees.

Talents distribution at a glance

By gender
¢ Male e 3,457 (60.4%)
e Female e 2,268(39.6%)
Total = 5,725 employees (100%)
By age
e <26 yearsold e 1,355(23.7%)

e 26— 35 years old e 2928(51.1%)
® 36 -45 years old o 1,238(21.6%)
e 46 - 55 years old e 193 (3.4%)
e > 55 years old e 11(0.2%)
Total = 5,725 employees (100%)

By nationality

e Chinese e 5,646 (98.6%)
o Vietnamese e 74(1.3%)
e Others e 5(0.1%)

Total = 5,725 employees (100%)

As a people-oriented company, Best Pacific sees human
capital as a valuable asset for the sustainable development
of the Group in the long run.

We have continuously made efforts to attract and
retain talents in order to support our on-going business
expansion domestically as well as diversification into other
geographical locations. Recruitment and promotion of our
people are based on their ability and performance and
the Group is committed to creating a work environment
which provides fair and equal development and learning
opportunities to all staff, regardless of gender, age,
nationality, race, family status or religion. Discrimination of
any kinds is strictly not allowed in our workplace.
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Work-life balance is perceived to be the crux to the
physical as well as psychological development of our
employees. Our staff have reasonable working hours and
rest periods, enjoy all statutory holidays and are entitled
to paid leave according to the laws of the different
jurisdictions.

In terms of benefits and welfare, not only do we pay
contributions of social insurance in the PRC and mandatory
provident fund in Hong Kong, but also provide subsidised
accommodation, meals, accidents and medical insurance
to eligible employees. The Company is entitled to grant
share options to eligible employees under its share option
scheme to recognise and reward their contributions to the
Group and to encourage them to work towards enhancing
the value of the Company and its shareholders.

Compensation is also paid for work overtime according
to local labour laws. Upon terminating any employees
with dissatisfactory performance or of any other reasons,
the Group pays the relevant dismissal compensation in
accordance with their service contracts and the relevant
laws and regulations.
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Development and training

Best Pacific is dedicated to people development and we
believe that effective utilisation of human resources within
the Group is critical to the successful implementation of
our business strategies and development plans, which in
turn will maximise our shareholders’ value in the long run.
The provision of continuous on-the-job training covering
job specific skills as well as regular generic management
training programmes is perceived to be the key to the
success of Best Pacific. These training programmes would
enable employees to excel in their positions by exploiting
their potentials to the maximum extent, thus contributing
to the sustainable development of the Group.

Further to the opening of Best Pacific School of
Management and Administration (the “School”) in
June 2016, which aims to provide generic management
training to employees of different managerial level, the
first leadership and management training programme was
launched during the year and external consultants have
been engaged to give lectures to the relevant employees
once a month since August 2016.

In order to equip employees with the requisite skills to
further enhance Best Pacific's core value, Innovation and
quality, Best Pacific Institute of Technology and Research
(the “Institute”) was officially established in June 2016.
During the year ended 31 December 2016, the Institute
engaged external professionals in the textile sector to
provide a series of lectures to employees of different
positions. The lectures aimed to introduce updated
garment design concepts, manufacturing techniques
and other industry specific knowledge to the relevant
employees, so as to strengthen their knowledge of textile
technology and to provide them with updates on the
innovation and trends of the textile and garment industry.
There were a total of 60 employees from the design
team, research and development team, sales team and
production department attending the lectures.
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Occupational health and safety

Health and safety at workplace has always been one
of our top priorities. Through implementing below
key occupational health and safety measures, we are
committed to promoting a healthy and safe working
environment to our employees:

o Occupational safety workshops for new employees;

o Regular work safety training programs to frontline
production employees;

o Accessible work safety handbook placed at each
work station;

o Protective equipment to employees, including but
not limited to safety goggles, dust respirators, slip
proof safety boots, safety helmets, gloves, etc;

° Annual assessment on working environment;

o Highly automated lifting and production facilities to
avoid spinal injuries;

o Regular repair and maintenance on production
facilities;
o Non-smoking working environment (employees are

only allowed to smoke in smoking rooms);

o Regular health check for employees;
o Regular fire drills and chemical leakage drills;
o Shortened working hours for each shift to avoid

health over loading. Work shifts at labour level
changed from two to three shifts per day;

° Drinking water assessment in every six months.
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Health and safety statistics for the year ended 31

December 2016

Types of
cases

Cases of
fatality

Statistics for year
2016

o zero cases of
fatality due
to workplace
accidents in
all locations of
our operations

Control measures and

relevant policies

A training on avoiding
workplace injury has been
included in staff induction.

Responsible party(ies) is
(are) subject to severe
punishment and shall
be investigated for legal
responsibilities if necessary.

Subject to the source of
responsibility, the Group
may consider paying
compensation or death
gratuity.

Lost days
due to
work
injury

o 699 days

A module on avoiding
workplace injury has been
included in staff induction.

Responsible party(ies) is
(are) subject to punishment
and shall be investigated
for legal responsibilities if
necessary.

Employees are entitled
with paid sick leave in
accordance with the
local labour laws and
requlations.
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Labour standards

The Group has guidelines setting the procedures and
standards on recruitment by the management and
human resources team. It is to enable staff employment
strictly complies with local employment regulations. The
guidelines are being reviewed on a regularly basis so as
to ensure the consistency with any update of the relevant
rules and regulations in all locations of our operations.

Best Pacific complies with local employment regulations in
all locations of our operations, and does not engage in any
forced or child labour.

OPERATING PRACTICES
Supply chain management

Suppliers of Best Pacific are primarily the leading
manufacturers of the respective kind of yarn based
in various countries across Asia. We only source raw
materials from qualified suppliers on our suppliers list
and the sourcing across Asia helps diversify concentration
and operational risks. Long-term relationships with these
leading yarn manufacturers have been maintained and
we had business relationships with our three largest
suppliers for over ten years, as of the date of this report.
Nevertheless, we do not enter into long-term supply
agreements with our raw materials suppliers but place
individual orders for our raw materials as necessary. We
believe that this enables us to source high quality raw
materials at competitive prices available in the market and
discussion on the expected pricing and volume is usually
carried out on a quarterly basis.

In order to ensure that we have stable supply of high
quality raw materials for our products, and that the
production capacities of our major suppliers are sufficient
to meet our production and future development needs
while maintaining the quality of raw materials, strict
measures are in place in selecting new raw materials
suppliers as well as monitoring quality of the raw materials
provided by our existing suppliers:
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Suppliers Control measures

e New suppliers e Subject to certain evaluation
and assessment criteria.

e Key factors to consider include:
quality of products, technological
know-how of suppliers, purchase
price, production capacity, etc.

e Add to our suppliers list who
are qualified after evaluation
and assessment.

e Existing suppliers e Subject to regular review and
assessment.

e On-site review at the premises
of major suppliers and
assessment of their production
capacity and product quality by
our procurement team.

e Remove suppliers who fail to
meet our standards from our
suppliers list.
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PRODUCT RESPONSIBILITY

Product quality assurance

With the knowledge that reliable delivery of quality
products to our customers is critical to our success,
our Group has implemented quality control procedures
throughout our production process, which is led by over
300 experts in our quality control team. The stringent
quality control enables the Group to deliver quality
innovations to the market.
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BN SEETFERESRMBRNEEE

Strict quality control measures have been adopted in each

stage of our production process: GlEER

Suppliers We only source raw materials g BIMEMMEEZEMRYE
from suppliers on our suppliers BERHERRERMA LS
list and evaluate our suppliers PR ER - WATEE
from time to time and conduct SHERMHEMETEME
on-site review and assessment B REHE o
at the premises of our major
suppliers.

Purchase of Sample tests are conducted BB R M TR E] B A I TR AN

raw materials prior to confirmation of orders BEURREE o B RMAHE

to ensure quality. Sample tests ET R g ETRAH
are also carried out when &Eo
raw materials are delivered at
factory.

Production At each stage of the production HE AR E R ENEET
process, comprehensive tests [ & B B 89+ BX oo S PX o
and research analysis on the EITHE SN2 ERM R
quality of the semi-finished RO - NEREETREP
and finished products are HUARHE ©
conducted using international
quality standards, with a view
to ensuring that customers’
specifications are adhered to.
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Products of Best Pacific are widely recognised for their
quality in the lingerie and sportswear materials markets,
both within and outside the PRC. The following table sets
forth details of the major certifications we have applied
for and received in relation to our achievements in quality
control:

Issuing Area of Latest year
Accreditation organisation accreditation of issue
1509001:2008 SGS United Quality assurance | 2014
Kingdom Ltd.
Oeko-Tex Testex Quality assurance | 2016
Standard 100

The Oeko-Tex Standard 100 is widely used in the textile
industry as a uniform global standard of testing and
certification. The Oeko-Tex Standard 100 tests harmful
substances at all stages of production, including raw
materials, semi-finished products and finished products.
Only manufacturers who comply with strict testing and
inspection procedures and provide verifiable quality
assurance are allowed to place the Oeko-Tex label on their
products.

Our quality control standards have been certified by a
number of brand owners which allow us to conduct
quality testing on our products in our own laboratories
without the need to engage a third party laboratory. Our
quality control laboratory has been certified by certain
lingerie brand owners such as Marks & Spencer. As at 31
December 2016, there were over 300 staff in our quality
control team.
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For any complaints from customers in relation to product
quality, our quality control team will analyse the details of
the complaints and the respective products, and determine
the reason(s) of defects and take safeguard measures to
prevent it from happening in the future:

Reasons of Responsible parties and

defective products safeguard measures

Defective raw materials e Procurement team and safeguard
measures will communicate
and verify with suppliers for
the quality issue on the raw
materials. Suppliers shall bear the
responsibility once identified and
confirmed.

e Such raw material supplier will be
removed from our suppliers list if
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including walkthrough the
manufacturing process with
production team. Production
team shall bear the responsibility
once identified and confirmed.

o Defective products will be
collected from customers and
replaced with new batch of
products. Production team will
take immediate assessment
on the production process so
as to achieve a defective-free
production process.

defective raw materials are being e L ER Sk o
identified repeatedly.
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Reasons of Responsible parties and

defective products safeguard measures

Improper loading/ e Quality control team will
unloading during communicate and verify with
transportation carriers for the improper loading/

unloading. Carriers shall bear the
responsibility once identified and
confirmed.

e Such carrier will be removed
from our approved carriers list if
improper loading/unloading are
being identified repeatedly.

With our strict control on the product safety and quality,
there were no products sold or shipped subject to recalls
due to health and safety reasons in 2016.

Protection of intellectual property rights and
consumer data

Best Pacific recognises the importance of protecting and
enforcing intellectual property rights. For any business
conversations, including product designs and specifications,
we strictly follow the confidentiality principles as agreed
with the relevant counter parties.
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We comply with the Personal Data (Privacy) Ordinance,
ensuring that customer information we receive is only used
for its intended purposes.

ANTI-CORRUPTION

A series of policies, operating manuals, handbooks
and protocols are in place which allow Best Pacific to
maintain high ethical standards and a workplace free from
corruption.

There are anti-corruption policies, rules and regulations
for our employees, contractors and suppliers to follow.
We also have a reporting mechanism for any corruption
or suspected corruption behaviour. Any contravention to
these policies, rules and regulations identified with solid
evidence, we will terminate our engagement with the
contravened parties immediately and if needed, report to
relevant regulatory authorities after discussion among the
management.

We review the relevant policies, rules and regulations from
time to time.

There was no legal case brought against Best Pacific for
corruption nor was there any corruption reported within
the Group during the year.

COMMUNITY
Community engagement

Our Group has always been keen to bring our value back
to the society. We support the community through a wide
range of charitable activities and community services. We
encourage our employees to help the needed ones in
volunteering and engaging in these activities. In addition,
Best Pacific also sees youth development and employee
support important and crucial, and has been supporting
them through various channels.
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To the poor and disabled communities

Financial assistance is always a direct way to support the
needy minorities. Volunteers from Best Pacific are always
generous in stretching out their helping hands in various
fund raising activities for the poor and disabled people, as
well as giving charitable donations. Apart from donations,
we believe helping and serving the community through
visits could demonstrate our love and caring to the needy
groups. Community visits are regularly paid to the elderly,
disabled and child care centres, and we also send gifts
to the elderly during festive time. In addition to our help
to the local communities, we are also keen on helping
communities in other countries. During the year ended
31 December 2016, Best Pacific has supported charitable
events in Sri Lanka and the United States of America
through sponsorships.

To the youth community

Best Pacific is dedicated to nurture young talents as future
leaders for the fast-growing and dynamic textile sector.
Being the title sponsor of the PolyU Intimate Fashion Show
2016 organised by the Hong Kong Polytechnic University,
the Group not only supported the students by sponsorship,
but also by providing the lingerie materials (elastic fabric,
elastic webbing and lace) as well as by mentoring the
students during the process of creating their masterpiece.
Apart from the local youth community, Best Pacific also
supported the youth community in China and Vietnam
through sponsorships during the year ended 31 December
2016.

To our staff community

Best Pacific believes that employees are valuable assets to
the Group. We see every employee as our family member.
“Love Support Foundation” has been set up to provide
emergent financial support to our staff members who are
unfortunately suffered from serious sickness, accidents,
or difficulties in daily living. Through internal fund raising
among staff members, sense of responsibilities and
belongings to our Group are enhanced.
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standard
of corporate governance which is essential to the
sustainable development and growth of the Company.
The Board is of the view that the Company has met all
the applicable code provisions set out in the CG Code
throughout the year ended 31 December 2016 (the
"Reporting Period").

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules.

Specific enquiry has been made to all the Directors of the
Company and the Directors have confirmed that they have
complied with the Model Code throughout the Reporting
Period.

The Company has also established a code no less exacting
than the Model Code for securities transactions by
senior management who are likely to be in possession of
unpublished price-sensitive or inside information of the
Company.

BOARD OF DIRECTORS

As at the end of the Reporting Period and the date of
this annual report, the Board comprises seven members,
consisting of four executive Directors, namely Mr. Lu
(Chairman of the Board), Mr. Zhang (Chief Executive
Officer), Mr. Wu and Ms. Zheng (Chief Operating Officer),
and three independent non-executive Directors, namely
Mr. Cheung Yat Ming, Mr. Ding and Mr. Sai.

The biographical information of the Directors as well as
the relationships between the members of the Board are
set out on pages 54 to 61 of this annual report.
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Chairman and Chief Executive Officer

The positions of Chairman and Chief Executive Officer
are held by Mr. Lu and Mr. Zhang respectively. The
Chairman provides leadership and is responsible for the
effective functioning and leadership of the Board. The
Chief Executive Officer focuses on the Company’s business
development and daily management and operations
generally. Their respective responsibilities are clearly defined
and set out in writing.

Independent non-executive Directors

During the Reporting Period, the Board at all times met
the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive
Directors representing more than one-third of the Board
with one of whom possessing appropriate professional
qualifications or accounting or related financial
management expertise.

The Company has received written confirmation from each
of the independent non-executive Directors in respect of
his independence in accordance with the independence
guidelines set out in Rule 3.13 of the Listing Rules.
The Company is of the view that all independent non-
executive Directors are independent.

Directors’ Re-election and Retirement

According to the Articles, the Board has the power from
time to time and at any time to appoint any person as a
Director either to fill a casual vacancy on the Board or as
an addition to the existing Board. Any Director appointed
by the Board to fill a casual vacancy shall hold office until
the first general meeting of shareholders after his/her
appointment and be subject to re-election at such meeting
and any Director appointed by the Board as an addition
to the existing Board shall hold office only until the next
following annual general meeting of the Company and
shall then be eligible for re-election. Besides, at each
annual general meeting one-third of the Directors for the
time being (or, if their number is not a multiple of three,
the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director
shall be subject to retirement at an annual general meeting
at least once every three years.
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Each of the executive Directors has entered into a service
contract with the Company, and each of the independent
non-executive Directors has signed a letter of appointment
with the Company. All Directors are appointed for a
specific term of three years, subject to retirement by
rotation and re-election in accordance with the Articles.

Pursuant to the aforesaid provisions in the Articles, Mr.
Zhang, Mr. Ding and Mr. Sai will retire by rotation at the
forthcoming AGM. All the above Directors, being eligible,
will offer themselves for re-election at the AGM.

Responsibilities, Accountabilities and Contributions
of the Board and Management

The Board is responsible for leadership and control of the
Company and oversees the Group's businesses, strategic
decisions and performance and is collectively responsible
for promoting the success of the Company by directing
and supervising its affairs. Directors of the Board take
decisions objectively in the interests of the Company.

All Directors, including independent non-executive
Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the
Board for its efficient and effective functioning.

All Directors have full and timely access to all the
information of the Company as well as the services
and advice from the company secretary and senior
management. The Directors may, upon request,
seek independent professional advice in appropriate
circumstances, at the Company’s expenses for discharging
their duties to the Company.

The Directors shall disclose to the Company details of
other offices held by them and the Board regularly reviews
the contribution required from each Director to perform
his responsibilities to the Company.
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The Board reserves for its decision all major matters
relating to policy matters, strategies and budgets, internal
control and risk management, material transactions (in
particular those that may involve conflict of interests),
financial information, appointment of Directors and
other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the
Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the
management.

Continuous Professional Development of Directors

Pursuant to the code provision A.6.5 of the CG Code, all
Directors should participate in continuous professional
development to develop and refresh their knowledge and
skills. This is to ensure that their contribution to the Board
remains informed and relevant. The Company should be
responsible for arranging and funding suitable training,
placing an appropriate emphasis on the roles, functions
and duties of a listed company director. The Company
updates Directors on the latest development regarding the
Listing Rules and other applicable regulatory requirements
from time to time, in order to ensure compliance and
enhance their awareness of good corporate governance
practices. The Company is also arranging suitable
professional development seminars and courses for the
Directors. For instance, every newly appointed Director
will receive induction on the first occasion of his/her
appointment to ensure appropriate understanding
of the business and operations of the Company
and full awareness of Directors’ responsibilities and
obligations under the Listing Rules and relevant statutory
requirements.

The Directors informed the Company that they had
received sufficient and relevant training and continuous
professional development during the Reporting Period.
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Records of training by the Directors are maintained by the

EERINEIICEARRANERT - EF

company secretary. Training records of Directors in 2016 MRZZE—RENFIIEHEAT

are as follows:

Directors Type of trainings
= EAIER
Executive Directors HITESE

Mr. Lu Yuguang EEAEE A&B
Mr. Zhang Haitao SRELE A&B
Mr. Wu Shaolun RbmEkAE A&B
Ms. Zheng Tingting e ie 22+ A&B
Independent non-executive Directors BAFHITES

Mr. Cheung Yat Ming R—ISEAE A&C
Mr. Ding Baoshan TEILEE A&C
Mr. Sai Chun Yu SIRFERE A&C
A: reading materials relating to the Group, general business, A: MEEMASERE  —MEH - EWRAINK

latest development of the Listing Rules and other applicable
legal and regulatory requirements

B: attending a training session on directors’ duties and latest
development of the Listing Rules conducted by legal advisers
of the Company

C: attending briefings, seminars, webinar or training courses

BOARD AND BOARD COMMITTEES

Under code provision A.1.1 of the CG Code, the Board
should meet regularly and Board meetings should be
held at least four times a year at approximately quarterly
intervals and under code provision A.2.7 of the CG Code,
the chairman of the Board should at least annually hold
meeting with the non-executive Directors (including
independent non-executive Directors) without the
executive Directors present.

During the Reporting Period, six Board meetings were held.
In addition, the Chairman held a meeting with the

independent non-executive Directors without the executive
Directors’ presence.
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A tentative schedule for regular Board meetings for 2017
will be provided to the Directors at the beginning of the
year. At least 14 days’ notice for all regular Board meetings
will be given to all Directors and all Directors must be
given the opportunity to include items or businesses for
discussion in the agenda. For all other Board meetings,
reasonable notice will be given. Relevant agenda and
accompanying Board papers will be sent to all Directors at
least three working days in advance of every regular Board
meeting.

The Board has established three committees, namely, the
Audit Committee, the Remuneration Committee and the
Nomination Committee, for overseeing particular aspects
of the Company’s affairs. All Board committees of the
Company are established with defined written terms of
reference. The terms of reference of the Board committees
are posted on the Company’s website and the Stock
Exchange’s website and are available to shareholders upon
request.

The majority of the members of each Board committee are
independent non-executive Directors and the list of the
chairman and members of each Board committee is set out
under “Corporate Information” on page 2 of this annual
report.

Audit Committee

The Company established the Audit Committee on 8
May 2014 in compliance with Rules 3.21 and 3.22 of the
Listing Rules and code provision C.3.3 of the CG Code.
The Audit Committee has three members, namely Mr. Sai,
Mr. Cheung Yat Ming and Mr. Ding and is chaired by Mr.
Sai.

The main duties of the Audit Committee are to assist the
Board in reviewing the financial information and reporting
process, risk management and internal control systems
and procedures, audit plan and relationship with external
auditors, and arrangements to enable employees of the
Company to raise, in confidence, concerns about possible
improprieties in financial reporting, internal control or
other matters of the Company.

—EEFEHEFeERMNETRARE
REMAZEZRER - FETHEFTSEHEA
BHKE DR TORXAZEESEHL - B
BRBRTEREFTHERZEARFTRIIAG
B - ZERNEREMAEEEFSEE - AQ
AR LA IEABA o AR EIE LEEN
EFeXMHEIBNEBRENEFTFEERL
A—ETFERBXGEERES -

REBEARRFETHNER  EFSCK
VY=AZEg HEZZE® ¥FMZEe
;ittEEE - ARBIMEEZEZESHA
EMFIAMARRESRE EXZE R
REBERARAB P MBS E R
ffo - WA EERHERRER -

BREEE EZBENAMOK B BB
FRTEF - BEFENEZBETHEMK
EMBBEHINAFERE2EN [REER]
R e

EREES

R-ZE—MERANE > ARAERE
BIE3. 2R R B3 22K AR B EEIRT
TR C.3 3R M ER L EZR B
EZZEGA=-HBKE  BIREL 3
FERT L  ARFEEELTRE -

AllEY

R
8
IS

EVZEENIERERBIETERRY
BEMRRERE - ERETE KA B 5
MM IRF - B|AZE &) N B HMNIE AZ BUED HO B
& AREARRFE TSR E ST A5t
BRAANRRFBRE - AEBEGISEMBER
THBENTESERKBEINR -

BRERZERARAR / B2 —RNFFR 85



The full terms of reference of the Audit Committee
are available on the Stock Exchange's website and the
Company's website.

During the Reporting Period, the Audit Committee held
four meetings to review annual results of the Group for
the year ended 31 December 2015, the interim results of
the Group for the six months ended 30 June 2016 and
significant issues on the financial reporting and compliance
procedures, risk management and internal control systems,
effectiveness of the Company’'s internal audit function,
and arrangements for employees to raise concerns about
possible improprieties.

The external auditors attended all the above meetings to
discuss with the Audit Committee on issues arising from
the audit and financial reporting matters.

Remuneration Committee

The Company established the Remuneration Committee
on 8 May 2014 in compliance with Rules 3.25 and 3.26 of
the Listing Rules and code provision B.1.2 of the CG Code.
The Remuneration Committee has three members, namely
Mr. Ding, Mr. Lu and Mr. Cheung Yat Ming and is chaired
by Mr. Ding.

The primary functions of the Remuneration Committee
include reviewing and making recommendations to
the Board on the remuneration packages of individual
executive Directors and senior management, the
remuneration policy and structure for all Directors
and senior management, and establishing transparent
procedures for developing such remuneration policy and
structure to ensure that no Director or any of his associates
will participate in deciding his own remuneration.

The full terms of reference of the Remuneration
Committee are available on the Stock Exchange's website
and the Company’s website.
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During the Reporting Period, the Remuneration Committee
met three times for the purpose of, among other matters,
reviewing and making recommendations to the Board on
the remuneration policy and structure of the Company,
and the remuneration packages of the executive Directors
and senior management and other related matters.

The details of the remuneration paid to the Directors for
the year ended 31 December 2016 are set out in note 10
to the consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code,
the remuneration paid to other member of the senior
management by band for the year ended 31 December
2016 is set out below:

Remuneration bands (HK$)

FEER (ET)

RBEREAR - FHEZBEERIT=RE?
PA (R B4R Mt AN 2 B 69 35 B B OSR Je 2R
BUALMTEENSREEBNHMFTENR
Hip A EE  YRAESSREES -

BE_ZT—RFTA=+—HILFEEN
EEFMOFEBLERNEA VB RRME
10 °

RIBEEERTAIASTRIMESB.1.50% - #E
TE-RFT AT - HLEFERTHNE
RN TEMSREEERENHIFITTY
#Folmn

Number of person(s)

AB

2,500,000 - 3,000,000

Nomination Committee

The Company established the Nomination Committee on
8 May 2014 in compliance with code provisions A.5.1 and
A.5.2 of the CG Code. The Nomination Committee has
three members, namely Mr. Lu, Mr. Cheung Yat Ming and
Mr. Ding and is chaired by Mr. Lu.

The principal duties of the Nomination Committee
include reviewing the Board composition, developing and
formulating relevant procedures for the nomination and
appointment of Directors, making recommendations to
the Board on the appointment and succession planning of
Directors, and assessing the independence of independent
non-executive Directors.
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In assessing the Board composition, the Nomination
Committee would take into account various aspects set
out in the Board diversity policy, including but not limited
to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and
length of services. All Board appointments will be based
on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of
diversity on the Board.

The full terms of reference of the Nomination Committee
are available on the Stock Exchange’s website and the
Company’s website.

During the Reporting Period, the Nomination Committee
met two times for the purpose of, among other matters,
reviewing the structure, size and composition of the Board.
The Nomination Committee considered the diversity of the
Board is appropriate.

Corporate Governance Committee

The Board is responsible for performing the functions set
out in the code provision D.3.1 of the CG Code.

The Company has formulated a comprehensive corporate
governance manual containing various policies and
procedures governing the functioning of the Board
and its committees, appraisal and remuneration, risk
management, financial reporting, conflict of interest,
connected transactions, shareholders’ communication and
other aspects of corporate governance and management
of the Company.

The Board reviewed the Company’s corporate governance
policies and practices, training and continuous professional
development of Directors and senior management, the
Company'’s policies and practices on compliance with legal
and regulatory requirements, the compliance of the Model
Code and the Company’s compliance with the CG Code
and disclosure in this Corporate Governance Report.

AHEESSEKE  REZEEHEEES
ENZTERRPEINZHEARE S B
(ETRR) Rl - Fik - MERHEESS
ik - BXELR - X8 MREARBER -
EXENMAZEHARARES RRA - 2
REBRESREATUNERE  URIBER
EEeXBEZTibiEs -

RAZ B S0 B § B 2 3R] OB 3 P g
KRR R4 EER] -

RBEREAR  REBZEERITMAEE -
R (ERBEHE) RENEZENRE - ABLK
MK - REZBERREFTEEZUETE

TEEREES

EEgARBETARERTAMTARX
D.3. 116 L5 AV B BE
ARBERIEREEFEREZBENEH
TERERER (BRSBREREER) « #HE
KB - BRERE - MFBHR - FamEse
RERS  BWREBARARAREEEARE
HEOHEMS®E -

EESUNTERET TR ARAIND
XBEERHRLER EEZREREEENE
IIRFEERER  NRARETERERD
HRNER - RETRNETERMARF]
BT EREETHNERARAREEE AR
ERHERKE -

88 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2016



ATTENDANCE RECORD OF DIRECTORS EERZEERESRHERCE
AND COMMITTEE MEMBERS

The attendance record of each Director at the Board and EEFLENREHEANGRNARARIES
Board committee meetings and general meeting of the ehNEELZEEERMRRARGHLEN

Company held during the Reporting Period is as follows: N

Meetings attended/Meetings held
HESERY, SRETRE

Annual

general Nomination = Remuneration Audit
Name of Directors meeting Board Committee Committee Committee
BEEfE REBFKE =g REZES FMZzES ERZEES
LU Yuguang 11 6/6 2/2 3/3 N/A TN A
EE¥
ZHANG Haitao 1Al 6/6 N/A T3 A N/A i A N/A i A
AR
WU Shaolun I7Al 6/6 N/A i A N/A N3 N/A i A
R tm
ZHENG Tingting 11 6/6 N/A 73 N/A g F N/A i
ey e
CHEUNG Yat Ming I7Al 6/6 2/2 3/3 4/4
RIS
DING Baoshan 7 6/6 2/2 3/3 4/4
TEWL
SAI Chun Yu 11 6/6 N/A i A N/A N3 A 4/4
RIEF
DIRECTORS’ RESPONSIBILITY IN RESPECT ESHMBHRERNEE
OF THE FINANCIAL STATEMENTS
The Directors acknowledge their responsibility for EEAREHFUARTNBEZE T —RF+
preparing the financial statements of the Company for the ZA=T—BHLEFENTBmEBERE -
year ended 31 December 2016.
The Directors are not aware of any material uncertainties BV AABE AL E B AR RINRE
relating to events or conditions that may cast significant doubt KERENEAENEBRNEEIGRANER
upon the Company’s ability to continue as a going concern. THEERE -

The statement of the independent auditor of the Company RARBYZEEMEAREEHEHRERORE
about their reporting responsibilities on the financial fffﬁ’]é‘ﬁﬁﬂ#ﬁi FI5EEFI102E
statements is set out in the Independent Auditor’s Report BB AZ AR ST o

on pages 95 to 102 of this annual report.
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AUDITOR’S REMUNERATION

The remuneration paid to the Company’s external auditors
of the Company in respect of audit services and non-audit
services (mainly for review of the condensed consolidated
financial statements of the Group for the six months ended
30 June 2016 and tax compliance services) for the year
ended 31 December 2016 amounted to approximately
HK$2.1 million and HK$522,060 respectively.

RISK MANAGEMENT AND
INTERNAL CONTROL

The Group has in place the sound and effective risk
management and internal control systems to safeguard
shareholders’ investment and assets of the Group.
The Board acknowledges its responsibility for the risk
management and internal control systems of the Group.
From time to time and at least once a year, the Board
reviews the effectiveness of the risk management and
internal control systems of the Group in order to ensure
that they meet with the dynamic and ever changing
business environment as well as the requirements under
the Listing Rules. To enhance the objectiveness and
creditability of the review, an independent audit firm has
been engaged to conduct the appraisal of the adequacy
and effectiveness of the Group’s risk management and
internal control systems.

During the year ended 31 December 2016, the Audit
Committee, with reference to and based on the internal
audit report issued by the independent audit firm,
conducted a review on the effectiveness of the Group’s
risk management and internal control systems, including
financial, operational and compliance controls and
risk management functions, adequacy of resources,
qualifications and experience of staff of the Company’s
accounting, internal control and financial reporting
functions, and training programmes and budget. The
Board has considered and discussed the internal audit
report issued by the independent audit firm, the work
conducted by the independent audit firm, the Audit
Committee’s view on the Group’s risk management and
internal control systems and their effectiveness. The
Board and the Audit Committee are satisfied with the
effectiveness of the risk management and internal control
of the Group.
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BOARD DIVERSITY POLICY

The Board adopted a board diversity policy (the “Diversity
Policy”) on 23 May 2014. A summary of this Diversity
Policy, together with the measurable objectives set for
implementing this policy, and the progress made towards
achieving those objectives are disclosed as below.

Summary of the Board Diversity Policy

In designing the Board's composition, Board diversity has
been considered from a number of aspects, including
but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills,
knowledge and length of service. All Board appointments
will be based on meritocracy, and candidates will be
considered against objective criteria, having due regard for
the benefits of diversity on the Board.

Measurable Objectives

Selection of candidates will be based on a range of
diversity perspectives, including but not limited to gender,
age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of
service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the
Board.

Monitoring and Reporting

The Nomination Committee will report annually, in the
corporate governance report, on the Board’s composition
under diversified perspectives, and monitor the
implementation of the Diversity Policy.

As at the date of this annual report, the Board comprises
seven Directors. Three of them are independent non-
executive Directors, thereby promoting critical review and
control of the management process. The Board is also
characterised by significant diversity, whether considered
in terms of age, experience, cultural and educational
background, ethnicity, professional experience, skills,
knowledge and length of service.
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COMPANY SECRETARY

Mr. Chan Yiu Sing, the Company Secretary appointed
by the Board, is a full-time employee of the Company;
and in the opinion of the Board, possesses the necessary
qualifications and experience, and is capable of performing
the functions of a company secretary. During the Reporting
Period, Mr. Chan has taken not less than 15 hours of
professional training. The Company will continue to
provide funds for Mr. Chan to take not less than 15 hours
of appropriate professional training in each financial year
as required under Rule 3.29 of the Listing Rules.

COMMUNICATIONS WITH SHAREHOLDERS
AND INVESTORS

The Company believes that effective communication with
shareholders is essential for enhancing investor relations
and investors’ understanding of the Group's business
performance and strategies. The Company also recognises
the importance of transparency and timely disclosure of
its corporate information, which enables shareholders and
investors to make the best investment decision.

The Company maintains a website at www.bestpacific.com
as a communication platform with shareholders and
investors, where information and updates on the Group’s
business developments and operations and other
information are available for public access.

Enquiries and suggestions from shareholders or investors
to the Board are welcomed by mail to the Company’s
principal place of business in Hong Kong at 8th Floor,
West Gate Tower, No. 7 Wing Hong Street, Lai Chi Kok,
Kowloon, Hong Kong or via email to ir@bestpacific.com
for the attention of the Investor Relations Department.
Inquiries are dealt with in an informative and timely
manner.
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Besides, shareholders’ meetings provide an opportunity for
communication between the Board and the shareholders.
It is the Company’s general practice that the Chairman of
the Board as well as chairmen of the Audit Committee,
the Nomination Committee and the Remuneration
Committee, or in their absence, their duly appointed
delegates, who are members of the relevant committees,
will be available to answer questions at the general
meetings of the Company. In addition, the Company will
invite representatives of the auditor to attend its annual
general meeting to answer shareholders’ questions about
the conduct of the audit, the preparation and content
of the auditor's report, the accounting policies and the
independence of the auditor.

SHAREHOLDERS' RIGHTS

To safeguard shareholders’ interests and rights, separate
resolutions are proposed at shareholders’ meetings on
each substantial issue, including the election of individual
Directors, for shareholders’ consideration and voting. The
Company’s shareholders may convene an extraordinary
general meeting (the “EGM") or put forward proposals at
shareholders’ meetings as follows:

(1) Shareholder(s) holding at the date of deposit of
the requisition not less than one-tenth of the paid-
up capital of the Company may request the Board
to convene an EGM pursuant to Article 58 of the
Articles by sending a written requisition to the
Board or the Company Secretary at the Company’s
principal place of business in Hong Kong. The
purpose of requiring such general meeting must be
stated in the written requisition.
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(2) If a shareholder wishes to propose a person other
than a retiring Director for election as a Director
of the Company at a general meeting, pursuant
to Article 85 of the Articles, the shareholder (other
than the person to be proposed) duly qualified to
attend and vote at the general meeting shall send
a written notice, duly signed by the shareholder, of
his/her intention to propose such person for election
and also a notice signed by the person to be
proposed of his/her willingness to be elected. These
notices should be lodged at the Company’s principal
place of business in Hong Kong, or the office of the
Company's branch share registrar. The period for
lodgement of such notices shall commence on the
day after the despatch of the notice of such general
meeting and end no later than 7 days prior to the
date of such general meeting.

For the avoidance of doubt, shareholder(s) must provide
their full name(s), contact details and identification, in the
originally signed written requisition, notice or statement
(as the case may be), in order to give effect thereto.
Information of shareholder(s) may be disclosed as required
by law. Shareholders may refer to the Articles for further
details of the rights of shareholders.

All resolutions put forward at shareholders’ meetings
of the Company shall be voted by poll except where
the chairman decides to allow a resolution relating to a
procedural or administrative matter to be voted on by
a show of hands pursuant to the Listing Rules and the
Articles. The poll results shall be posted on the websites
of the Stock Exchange and the Company after each
shareholders’ meeting.

CONSTITUTIONAL DOCUMENTS

During the Reporting Period, there was no significant
change in the articles of association of the Company.

The latest version of the articles of association of the
Company are available on the websites of the Stock
Exchange and the Company.
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Deloitte

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED
(incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements
of Best Pacific International Holdings Limited (the
“Company”) and its subsidiaries (collectively referred
to as “the Group”) set out on pages 103 to 219,
which comprise the consolidated statement of financial
position as at 31 December 2016, and the consolidated
statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements
give a true and fair view of the consolidated financial
position of the Group as at 31 December 2016, and of its
consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs")
and have been properly prepared in compliance with
the disclosure requirements of Hong Kong Companies
Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing ("“HKSAs") issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit
of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance
with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our
professional judgment, were of most significance in
our audit of the consolidated financial statements of
the current period. These matters were addressed in
the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on
these matters.

Allowance for inventories

Key audit matter

We identified valuation of inventories as a key audit matter
due to its significance to the Group's consolidated financial
position and the involvement of subjective judgment and
management estimates in determining allowance for
inventories.

As at 31 December 2016, the Group’s inventories mainly
consist of elastic fabric, elastic webbing and lace products
and amounting to approximately HK$504.6 million, which
represented approximately 15.8% of total assets of the
Group.

As disclosed in note 4 to the consolidated financial
statements, management of the Group reviews the
inventory aging analysis at the end of the reporting period
and identifies the slow-moving inventory items that are no
longer suitable for use in production or sales. Management
estimates the net realisable value for such inventories
based primarily on the latest invoice prices, estimated
costs of completion and current market conditions. In
addition, the Group carries out regular inventory review
with reference to aged inventories analysis, management
experience and judgement on the expected future
saleability of goods and provides necessary allowance if
the net realisable value is estimated to be below the cost.
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KEY AUDIT MATTERS (Continued)

Allowance for inventories (Continued)

How our audit addressed the key audit matter

Our audit procedures in relation to allowance for
inventories included:

o Assessing key controls over the identification
of slow moving and obsolete products and
management’s process in estimating of allowance
for inventories;

o Obtaining management’s inventory aging analysis
as at 31 December 2016, testing the integrity of
such aging analysis used as a basis to calculate the
allowance and performing retrospective review on
such aging analysis of inventories against the basis
for allowance in prior years; and

o Challenging management’s basis and judgement
in determining allowance for obsolete or slow-
moving inventories and testing, on sample basis
for subsequent sales or usage for checking if the
inventories are stated at the lower of cost and net
realisable value and if sufficient allowance had been
made.

Allowance for bad and doubtful debts

Key audit matter

We identified valuation of trade receivables as a key audit
matter due to its significance to the Group’s consolidated
financial position and the involvement of subjective
judgment and management estimates in evaluating the
collectability of the Group’s trade receivables in assessing
allowance for trade receivables at the end of the reporting
period.
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KEY AUDIT MATTERS (Continued)
Allowance for bad and doubtful debts (Continued)

Key audit matter (Continued)

As at 31 December 2016, the Group’s net trade receivables
amounting to approximately HK$549.2 million, which
represented approximately 17.2% of total assets of the
Group and out of these trade receivables of approximately
HK$84.3 million were past due but not impaired.

As disclosed in note 4 to the consolidated financial
statements, the allowance for bad and doubtful debts
of the Group is based on the evaluation of collectability
and aging analysis of individual trade debts performed by
the management. A considerable amount of judgment
is required in assessing the ultimate realisation of these
receivables, including the current creditworthiness and the
past collection history of each customer. If the financial
conditions of customers of the Group are to deteriorate,
resulting in an impairment of their ability to make
payments, additional allowance may be required.

How our audit address the key audit matter

Our audit procedures in relation to allowance for bad and
doubtful debts included:

o Assessing key controls on how the management
estimate the allowance for bad and doubtful debts;

o Obtaining management's trade receivables aging
analysis as at 31 December 2016 and testing
integrity of such aging analysis on sample basis;

o Challenging management’s basis and judgement in
determining allowance for bad and doubtful debts,
including the reasonableness of management'’s
assessment on the current creditworthiness and the
past collection history of trade debtors; and

o Testing the recoverability of trade receivables on
sample basis by checking against schedules of
subsequent settlements and tracing to supporting
documents.
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OTHER INFORMATION

The directors of the Company are responsible for the
other information. The other information comprises the
information included in the annual report, but does not
include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does
not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other
information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that
there is a material misstatement of this other information,
we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that
give a true and fair view in accordance with HKFRSs and
the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of
consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or
have no realistic alternative but to do so.

Those charged with governance are responsible for
overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with HKSAs, we
exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

o Identify and assess the risks of material
misstatement of the consolidated financial
statements, whether due to fraud or error, design
and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the
override of internal control.

o Obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting
estimates and related disclosures made by the
directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

Conclude on the appropriateness of the directors’
use of the going concern basis of accounting and,
based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events
or conditions may cause the Group to cease to
continue as a going concern.

Evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and whether the
consolidated financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence
regarding the financial information of the entities
or business activities within the Group to express an
opinion on the consolidated financial statements.
We are responsible for the direction, supervision
and performance of the group audit. We remain
solely responsible for our audit opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with
a statement that we have complied with relevant
ethical requirements regarding independence, and to
communicate with them all relationships and other
matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of
most significance in the audit of the consolidated financial
statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated
in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in the
independent auditor’s report is Lui Chi Wang, Robert
Andrew.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 March 2017
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2016 2015
—E—RE —T—hF
Notes HK$'000 HK$'000
B &E THET THET
Revenue A 5 2,469,106 2,048,138
Cost of sales HERAR (1,641,128) (1,367,666)
Gross profit EF 827,978 680,472
Other income HAn A 7 44,935 45,896
Other gains and losses Hi iz & E1R 8 24,725 699
Selling and distribution expenses HENDERY (120,584) (97,651)
Administrative expenses TR (162,681) (144,630)
Research and development costs gt (55,361) (47,429)
Share of result of a joint venture DMEEEDEREE 5,715 1,044
Finance costs BE KA 9 (28,660) (24,179)
Profit before taxation MrFR AR A 12 536,067 414,222
Income tax expense Fris R 13 (79,816) (71,839)
Profit for the year FEERA 456,251 342,383
Other comprehensive (expense) income: Htt2MH (Bix) Uz
ltems that may be reclassified HgnRENIEE
subsequently to profit or loss: BmrIEEe -
Exchange differences arising on BEBIINEBEED
translation of foreign operations [EN =% (150,236) (128,924)
Share of translation reserve of SMEEERENKRE
a joint venture G (590) (226)
Fair value gain (loss) on available-for-sale AHTESMEE
financial assets AT ENE (E18) 214 (375)
Other comprehensive expense FRAHMEZEBEY
for the year (150,612) (129,525)
Total comprehensive income for the year F£R2EKNZEAE 305,639 212,858
Earnings per share BREF 15
— Basic (HK cents) — HA (L) 44.37 33.56
— Diluted (HK cents) —#E (B 44.00 33.21
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2016 2015

—E-RF —E—RHF
Notes HK$'000 HK$'000
k=3 FERT FHET
Non-current assets FREBEE
Property, plant and equipment YE - HRE NERE 16 1,324,704 1,034,611
Prepaid lease payments TBRHEERMR 17 80,521 39,983
Interest in a joint venture NEBDLENES 18 15,300 10,175
Deposits b 22 90,523 33,733
Available-for-sale financial assets A ESREE 19 28,434 2,522
Deferred tax assets EETRIAE E 30 867 3,319
1,540,349 1,124,343
Current assets REEE
Inventories FE 20 504,635 364,838
Prepaid lease payments TERHEERK 17 894 955
Trade and bills receivables B S EWEIE R B R B 21 555,167 468,170
Other receivables, deposits and Hip e soE - i5e &
prepayments TERTRIE 22 67,074 29,259
Amount due from a joint venture U A &b EFRIE 18 5,506 4,778
Amounts due from a related company FEULEFEE A B1FKIE 21 1,923 -
Derivative financial instrument PTESRTA 29 12,811 1,046
Pledged bank deposits BIHRIRITIER 23 61,610 37,647
Short term bank deposits RHISRITIER 23 13,362 242,430
Bank balances and cash RITHEBRNEIRS 23 424,540 627,293
1,647,522 1,776,416
Current liabilities REBARG
Trade payables B SN FIEA 24 114,153 123,813
Bills payable AN 25 314,013 264,925
Other payables and accrued charges — E i & (< 7118 & fE 5+ & F3 26 200,981 133,505
Amount due to a joint venture B & & EFRIE 18 8,505 2,745
Bank borrowings RITIER 27 120,707 588,157
Obligations under finance leases BhE M & AR 28 5,302 11,427
Tax payable 1A 36,592 24,011
800,253 1,148,583
Net current assets REEEEE 847,269 627,833
Total assets less current liabilities #AEERABAR 2,387,618 1,752,176
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2016 2015
—EB—RE —E-1F
Notes HK$'000 HK$'000
FEE FET FBT
Non-current liabilities kREBEE
Bank borrowings RITER 27 472,795 -
Obligations under finance leases BB T EAIE 28 629 5,931
Derivative financial instrument TE€mIE 29 4,780 323
Deferred income PRIEWA 7,649 6,978
485,853 13,232
Net assets EEFE 1,901,765 1,738,944
Capital and reserves BEXR#E
Share capital [beN 31 10,288 10,213
Reserves =#E 1,891,477 1,728,731
Equity attributable to owners of  AAQAFEE AEGEER
the Company 1,901,765 1,738,944

The consolidated financial statements on pages 103 to
219 were approved by the Board of Directors on 20 March

2017 and are signed on its behalf by:

Lu Yuguang
E1EX
Chairman

E21

FI103E219EMG A BERREEETEN
TE+FZA-THEREUTRRE

=

Zhang Haitao
RS
Executive Director

BITEF
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Attributable to owners of the Company

G 2PN
Investment PRC Share
Share  revaluation Other Special  statutory  Translation options Retained
Capital premium reserve reserve reserve reserve reserve reserve profits Total
REEf hEEE BhE
Kk RBEE B EbRE  %EIRE R BERE #E  RERA Eh
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FEn TEn Tén Tén Tn Tn Tén TéEn TEn
(Note a) (Note b) (Note )
(GRE) (HzE b) (o)
At 1 January 2015 R-5-15-A-R 10,188 542,655 (104) 106,715 (13,070) 62,915 90,540 8800 808,139 1,616,778
Profit for the year FEET - - - - - - - - 342,383 342,383
Exchange differences arising on translation BERELNELZE - - - - - - (128924) - - (128924)
Share of ranslation resenve of a jointventure  SEAERERNAEES - - - - - - (226) - - (226)
Fair value loss on available-for-sale AR SREEN
financial assets ATEEE - - (375) - - - - - - (379)
Other comprehensive expense for the year EEEMRART - - (375) - - - (129,150) - - (129,525)
Total comprehensive income for the year FREANGEE - - (379) - - - (129,150) - 342,383 212,858
Issue of new ordinary shares BrARaR LAk (H31)
of the Company (note 31) 25 5,303 - - - - - (2,643) - 2,685
Recognition of equity-settled share based BIREEERRBERAR
payments (note 33) (T33) - - - - - - - 11,680 - 11,680
Transfer from retained profits PREEHERE
to the PRC statutory reserve TEAEEE - - - - - 23830 - - (23830 -
Dividends recognised as distribution (note 14)  BADTRRIRE (Fi14) - - - - - - - - (105057)  (105,057)
At 31 December 2015 R-B-RE+-A=1-H 10213 547,958 (479) 106,715 (13,070) 86,745 (38610) 17837 1,021,635 1,738,944
Profit for the year 3l - - - - - - - - 56251 456,251
Exchange differences arising on translation RERELHEL 28 - - - - - - (150,236) - - (150,236)
Share of translation reserve of ajoint venture ~ HEAZNENEEEE - - - - - - (590) - - (590)
Fair value gain on available-for-sale AHEESREEN
financial assets NFERE - - 14 - - - - - - 24
Other comprehensive expense for the year FREMEERY - - 24 - - - (150,826) - - (150,612)
Total comprehensive income for the year FEAENGEE - - 14 - - - (150,826) - 456,251 305,639
Issue of new ordinary shares KrRnagmtak (1)
of the Company (note 31) 75 21,005 - - - - - (13,012) - 8,068
Recognition of equity-settled share based ERREEERAAERAT
payments (note 33) (3133) - - - - - - - 6,015 - 6,015
Transfer from retained profits WREEHERE
1o the PRC statutory reserve DEEEER - - - - - 26,460 - - (26,460) -
Dividends recognised as distribution (note 14) B2 REIRE (F14) - - - - - - - - (156,901) (156,901
At 31 December 2016 RZ8-AF+-A=1-R 10,288 568,963 (265) 106,715 (13,070) 113,205 (189,436) 10,840 1,294,525 1,901,765
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Notes:

(a)

(b)

(0)

Pursuant to sale and purchase agreement dated 16 January
2014, entered into between the Company with each of
Grandview Capital Investment Limited (“Grandview”),
Sunbrilliant Capital Investment Limited (“Sunbrilliant”)
and Lakefront Capital Investment Limited (”Lakefront”),
Grandview, Sunbrilliant and Lakefront transferred 85%, 10%
and 5% of their respective interests in Best Pacific Textile
Holdings Limited (“BPT Holdings”) to the Company, the
consideration of which was settled by way of allotment and
issue of 331,500, 39,000 and 19,500 shares of HK$0.01 each
by the Company, to Grandview, Sunbrilliant and Lakefront,
respectively, with reference to their respective shareholdings
in BPT Holdings. As Sunbrilliant and Lakefront had in
effect obtained 10% and 5% beneficial interests in New
Horizon Investment (Hong Kong) Limited (“New Horizon
Investment”) after the aforesaid transfers and allotments,
an additional consideration of approximately HK$40 million
and HK$20 million were paid by Sunbrilliant and Lakefront
to Grandview, respectively, and such consideration was
determined with reference to the fair value of the 15%
equity interests in New Horizon Investment and its subsidiary
as at 30 September 2013. BPT Holdings then became a
wholly-owned subsidiary of the Company. Other reserve of
the Group amounting to approximately HK$106,715,000
represents the difference between the nominal value of the
shares issued by the Company and the carrying value of the
non-controlling interests held by Sunbrilliant and Lakefront
and the share capital of BPT Holdings prior to the completion
of a group reorganisation on 16 January 2014.

Several subsidiaries of the Company provided financial
guarantees to its related companies and the fair value of the
financial guarantees was recognised as deemed distribution
to the shareholders at initial recognition. These financial
guarantees were released in previous years.

The People’s Republic of China (the “PRC") statutory
reserve is non-distributable and the transfer to this reserve is
determined according to the relevant law in the PRC and by
the board of directors of the PRC subsidiaries in accordance
with the Articles of Association of the subsidiaries. It can be
used to make up for previous year's losses or convert into
additional capital of the PRC subsidiaries of the Company.

(0

RIEA QA EGrandview Capital Investment
Limited ([ Grandview]) - Sunbrilliant
Capital Investment Limited ([ Sunbrilliant |)
M Lakefront Capital Investment Limited
([Lakefront]) EER = —MNF— A+~
HilZ 2 BE W& ° Grandview - Sunbrilliant
KlakefrontD BlIM AR FEZEE S S B RIEB
B BIERERAR ([(BEHBER]) 2
85% * 10% M5%#Ea - HWERERARA
2BHEES B R BE L IR RRE D B
Grandview * Sunbrilliant & Lakefrontfid 2 &
%% 17331,500% + 39,000/% X219,5000/% & i%
EEC.OVE T Z RM&E o A Sunbrilliant
K lakefrontid £ il 858 & i 312 B _EEUS
HERE (B8 ARAR ([HERE]D »
A110% 5% Bwm s - EIt - Sunbrilliant
K lLakefrontE % Bl 3 14 #940H & 7% 7T 20
HE B THEIMUE FGrandview T A 78
REDZBAFEEREREWERFI5%
HERA-ZE—=ZFAA=ZTANAFEME
TE o BMABHBIZEREENBRRRZZEN
BT o ANEE A HMEE#EL106,715,000%
T v AR RIEIT 2 RO EEE Sunbrilliant &
Lakefront#F A By I I E S AR (B R B & 4
Bl REXk —E—NFE— A+ BHNER
BRI AR ©

ARRETHERR SEBK QR RENE
ER - BBERODFEDIGERRRIER
Jéi?ﬁi)ﬁ cREVBERCRNBEFER

REARAME ((RE]) EZEFRBERTA
DIk HZFEENEERTERBARNE
ZeREMNBLARNESERMARTEE
PERETE - 2B RIERMHEARFF
M@ ARIMEFEEIERREINER -

BRERZERARAR / B2 —RNFFR 107



2016 2015
—B-KRE¥ —ZT—-hfF
HK$'000 HK$'000
FTEx THET
Operating activities REED
Profit before taxation BRI A 536,067 414,222
Adjustments for: RNFEIBEL T
Interest income FLEWBA (18,708) (29,696)
Finance costs A& KA 28,660 24,179
Reversal of allowance of PREFERBERD
obsolete inventories (6,923) (989)
Share of result of a joint venture DMEEERERE (5,715) (1,044)
Depreciation of property, ME - BERERBITE
plant and equipment 122,210 121,262
Change in fair value of derivative PTHEERIERN
financial instruments N EE S (7,308) (80)
Loss (gain) on disposal of property, HEME - BEI
plant and equipment HiEEE (W) 2,244 (337)
Share-based payment expenses & AER N RFA X 6,015 11,680
Amortisation of prepaid lease payments BIETENEENK 894 955
Amortisation of deferred income BIHRERA (1,296) (1,118)
Unrealised exchange gains BMEEEERBETR
arising on translation of current BRPEERARER
accounts within group entities ERN (20,431) (12,053)
Operating cash flows before movements LEEREERIN
in working capital KEMENE 635,709 526,981
Increase in inventories FE®EN (163,056) (37,575)
Increase in trade and H ZIEWIE R EWEE
bills receivables A0 (98,127) (58,604)
(Increase) decrease in other receivables, HAnEWRIE « Ze Kk
deposits and prepayments BT ERIE (#Eh0) JF (48,144) 74
Increase in amount due from a joint venture FEUL A EDEEFIEIE N (728) (4,778)
Increase in amount due to a joint venture FERT & S EERTEIL I 5,760 2,745
Increase in amount due from a related company  FEUBIEE A B FIBLE N (1,225) -
(Decrease) increase in trade payables B EMNFIAE COF) 180 (4,219) 42,709
Increase in bills payable FEHEZHEHE 65,133 6,944
Increase in other payables and A RS R0 N T B A
accrued charges A0 48,499 37,809
Cash generated from operations IR SRS S 439,602 516,305
Income tax paid [=ERREIE T (63,594) (78,814)
Net cash from operating activities RETHABRLFR 376,008 437,491
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2016 2015
ZE-AF —ZT-h%F
HK$'000 HK$'000
FTEx THET
Investing activities REES
Placement of pledged bank deposit FEERRITIFR (151,148) (76,436)
Withdrawal of pledged bank deposits REEEMRITIFR 123,619 120,700
Interests received A 22,645 32,140
Payment for prepaid lease payments YEAAERR (43,978) -
Addition of property, plant and equipment BEWE  WEMEK (522,422) (121,884)
Proceeds from disposal of property, HEME - HE K&
plant and equipment RAEFTISFIR 707 605
Government grant received BB B & 2,503 -
Purchase of available-for-sale financial assets BEAHEECRERE (27,512) -
Withdrawal of short term bank deposits RENREHA AR
with original maturity over 3 months =AA ZEEBRITER 227,088 407,362
Acquisition of a joint venture KEE—HegEhE - (10,000)
Advance to a related company b i 17 /NG (698) -
Net cash (used in) from investing activities REEE (FTH) B
HE T8 (369,196) 352,487
Financing activities RMEEE
Interests paid ERFLE (27,383) (24,317)
Dividends paid B E (156,901) (105,057)
Proceeds from issue of new shares BTN FTIS5IR 8,068 2,685
New bank borrowings raised FTIGIRITIER 229,549 917,979
New syndicated loan raised FTIGIRE BN 600,000 -
Transaction cost paid on syndicated loans IREERE AR IHA (21,100) -
Repayment of bank borrowings EERITER (550,926) (864,214)
Repayment of syndicated loan BEREER (252,178) (126,443)
Repayment of obligations under BEMEHEARE
finance leases (11,427) (19,656)
Net cash used in financing activities RMETEMARESFHE (182,298) (219,023)
Net (decrease) increase in cash and BHERBEZEEY ORY)
cash equivalents brch)1pecdc] (175,486) 570,955
Cash and cash equivalents at beginning FEYNBEERBESESEY
of the year 627,293 94,793
Effect of foreign exchange rate changes [EXFHNTE (27,267) (38,455)
Cash and cash equivalents at end of FRONRERESEEY
the year, represented by LRITHBRRAEARK
Bank balances and cash 424,540 627,293
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GENERAL INFORMATION

The Company was incorporated as an exempted
company and registered in the Cayman Islands with
limited liability under the Companies Law Chapter
22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands on 14 June 2013. Its immediate
holding company is Grandview Capital Investment
Limited (“Grandview"”), which is incorporated
in the British Virgin Islands and is wholly owned
by Mr. Lu Yuguang (“Mr. Lu”), who is also the
Chairman and executive director of the Company.
The Company’s shares have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited
(the "Stock Exchange”) since 23 May 2014.

The functional currency of the Company is Hong
Kong dollar (“HK$"), which is the same as the
presentation currency of the consolidated financial
statements.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs")

Amendments to HKFRSs that are mandatorily
effective for the current year

In the current year, the Group has applied all of the
amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA™)
that are relevant to its operations and effective for
the Group’s financial year beginning on 1 January
2016. The adoption of these amendments to
HKFRSs had no material effect on the results and
financial position of the Group for the current and/
or prior accounting years.

Amendments to HKAS 1 “Disclosure Initiative”

The Group has applied the amendments to
HKAS 1 “Disclosure Initiative” for the first time
in the current year. The amendments to HKAS 1
clarify that an entity need not provide a specific
disclosure required by an HKFRS if the information
resulting from that disclosure is not material,
and give guidance on the bases of aggregating
and disaggregating information. However, the
amendments reiterate that an entity should
consider providing additional disclosures when
compliance with the specific requirements in HKFRS
is insufficient to enable users of financial statements
to understand the impact of particular transactions,
events and conditions on the entity’s financial
position and financial performance.

In addition, the amendments clarify that an
entity’s share of the other comprehensive income
of associates and joint ventures accounted for
using the equity method should be presented
separately from those arising from the Group, and
should be separated into the share of items that,
in accordance with other HKFRSs: (i) will not be
reclassified subsequently to profit or loss; and (ii)
will be reclassified subsequently to profit or loss
when specific conditions are met.

REIZE] & B M B R
BEMBREER )

o
i
m
—~
~

BAAFEEBHEMNE B KR
HEA

RAFE  AEECEAAEESSR
fhrg ((BBEFAAE]) BiHW
HHEKERRUYN T —RF—H—
BN ASEMBFREERNEL
MBHRELROABER] - RAFE
/SR EEHFEERARSERY
BHEEANETH RSB EE L
BRILEBEEATE

BRSNS (BRI 4) [ KT8]

AEERANFEEREBELSTE
RIS (BRI A) [ WEBRTE] - B
SEFERE 1R (BRIA) B Wi
BELMNENYIEE  RMIERHE
RV REENRERMAR
FoUREHEBEBEAHEDIEME
WEVIE S| ° AT - KIEFTAEH WA
NEBBWBREEINABERT
DA RASERMBHRERNATIERE
RER S  EFRKRAHEERNIT B
MAMMBRROTE  AERES
BIEHRRINREE -

SN - RERTANER - BRREER =
N A B e 5 R E b 2 R e PR
AESAAN  AREXREBMEL
MEMEmEEDFIIR - LERE
HEBHBHREERED S : ()
BIEEHOBERENEE  K(i)
ENARERIRBERENSEER
mEVIAR °
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

Amendments to HKAS 1 “Disclosure Initiative”
(Continued)

As regards the structure of the financial statements,
the amendments provide examples of systematic
ordering or grouping of the notes.

The Group has applied these amendments
retrospectively. The grouping and ordering of
certain disclosure notes have been revised to give
prominence to the areas of the Group’s activities
that management considers to be most relevant
to an understanding of the Group's financial
performance and financial position. Specifically,
information in relation to capital risk management
and financial instruments was reordered to notes
38 and 39 respectively. Other than the above
presentation and disclosure changes, the application
of the amendments to HKAS 1 has not resulted in
any impact on the financial performance or financial
position of the Group in these consolidated financial
statements.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but

not yet effective

The Group has not early applied the following new
and amendments to HKFRSs that have been issued

but are not yet effective:

HKFRS 9
HKFRS 15

HKFRS 16
Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to
HKFRS 10 and HKAS 28

Amendments to HKAS 7
Amendments to HKAS 12

Financial Instruments?

Revenue from Contracts with
Customers and the related
Amendments?

Leases?

Classification and
Measurement of Share-based
Payment Transactions’

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts?

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Disclosure Initiative'

Recognition of Deferred Tax
Assets for Unrealised Losses'

! Effective for annual periods beginning on or after 1

January 2017.

2 Effective for annual periods beginning on or after 1

January 2018.

3 Effective for annual periods beginning on or after 1

January 2019.

4 Effective for annual periods beginning on or after a
date to be determined.
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8
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BRI ERTA
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APPLICATION OF NEW AND 2.
AMENDMENTS TO HONG KONG

FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 9 “Financial Instruments”

HKFRS 9 introduced new requirements for the
classification and measurement of financial assets,
financial liabilities, general hedge accounting and
impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to
the Group are described below:

o All recognised financial assets that are
within the scope of HKAS 39 “Financial
Instruments: Recognition and Measurement”
are subsequently measured at amortised cost
or fair value. Specifically, debt investments
that are held within a business model whose
objective is to collect the contractual cash
flows, and that have contractual cash flows
that are solely payments of principal and
interest on the principal outstanding are
generally measured at amortised cost at
the end of subsequent accounting periods.
Debt instruments that are held within a
business model whose objective is achieved
both by collecting contractual cash flows
and selling financial assets, and that have
contractual terms of the financial asset give
rise on specified dates to cash flows that
are solely payments of principal and interest
on the principal amount outstanding,
are measured at fair value through other
comprehensive income (“FVTOCI"). All other
debt investments and equity investments are
measured at their fair value at the end of
subsequent accounting periods. In addition,
under HKFRS 9, entities may make an
irrevocable election to present subsequent
changes in the fair value of an equity
investment (that is not held for trading)
in other comprehensive income, with only
dividend income generally recognised in
profit or loss.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 9 “Financial Instruments” (Continued)

o With regard to the measurement of financial
liabilities designated as at fair value through
profit or loss, HKFRS 9 requires that the
amount of change in the fair value of the
financial liability that is attributable to
changes in the credit risk of that liability is
presented in other comprehensive income,
unless the recognition of the effects of
changes in the liability's credit risk in other
comprehensive income would create or
enlarge an accounting mismatch in profit
or loss. Changes in fair value of financial
liabilities attributable to a financial liability’s
credit risk are not subsequently reclassified
to profit or loss. Under HKAS 39, the entire
amount of the change in the fair value of
the financial liability designated as fair value
through profit or loss is presented in profit or
loss.

o In relation to the impairment of financial
assets, HKFRS 9 requires an expected credit
loss model, as opposed to an incurred
credit loss model under HKAS 39. The
expected credit loss model requires an entity
to account for expected credit losses and
changes in those expected credit losses at
each reporting date to reflect changes in
credit risk since initial recognition. In other
words, it is no longer necessary for a credit
event to have occurred before credit losses
are recognised.

Based on the Group's financial instruments and
risk management policies as at 31 December
2016, application of HKFRS 9 in the future may
have a material impact on the classification and
measurement of the Group's financial assets. The
Group's available-for-sale investments, including
those currently stated at cost less impairment, will
either be measured as fair value through profit
or loss or be designated as FVTOCI (subject to
fulfillment of the designation criteria). In addition,
the expected credit loss model may result in early
provision of credit losses which are not yet incurred
in relation to the Group's financial assets measured
at amortised cost.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18
“Revenue”, HKAS 11 "Construction Contracts”
and the related Interpretations when it becomes
effective.

The core principle of HKFRS 15 is that an entity
should recognise revenue to depict the transfer
of promised goods or services to customers in an
amount that reflects the consideration to which the
entity expects to be entitled in exchange for those
goods or services. Specifically, HKFRS 15 introduces
a 5-step approach to revenue recognition:

° Step 1: Identify the contract(s) with a
customer

o Step 2:  Identify the performance obligations
in the contract

o Step 3:  Determine the transaction price

o Step 4:  Allocate the transaction price to
the performance obligations in the
contract

° Step 5:  Recognise revenue when (or as)

the entity satisfies a performance
obligation
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 15 “Revenue from Contracts with
Customers” (Continued)

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e.
when ‘control’ of the goods or services underlying
the particular performance obligation is transferred
to the customer. Far more prescriptive guidance
has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are
required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS
15 in relation to the identification of performance
obligations, principal versus agent considerations, as
well as licensing application guidance.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may result
in more disclosures, however, the directors of the
Company do not anticipate that the application
of HKFRS 15 will have a material impact on the
timing and amounts of revenue recognised in the
respective reporting period.

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16
will supersede HKAS 17 “Leases” and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts
on the basis of whether an identified asset is
controlled by a customer. Distinctions of operating
leases and finance leases are removed for lessee
accounting, and is replaced by a model where a
right-of-use asset and a corresponding liability have
to be recognised for all leases by lessees, except for
short-term leases and leases of low value assets.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 16 “Leases” (Continued)

The right-of-use asset is initially measured
at cost and subsequently measured at cost
(subject to certain exceptions) less accumulated
depreciation and impairment losses, adjusted for
any remeasurement of the lease liability. The lease
liability is initially measured at the present value
of the lease payments that are not paid at that
date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the
impact of lease modifications, amongst others.
For the classification of cash flows, the Group
currently presents upfront prepaid lease payments
as investing cash flows in relation to leasehold lands
for owned use and those classified as investment
properties while other operating lease payments are
presented as operating cash flows. Under the HKFRS
16, lease payments in relation to lease liability will
be allocated into a principal and an interest portion
which will be presented as financing cash flows.

Under HKAS 17, the Group has already recognised
an asset and a related finance lease liability for
finance lease arrangement and prepaid lease
payments for leasehold lands where the Group is a
lessee. The application of HKFRS 16 may result in
potential changes in classification of these assets
depending on whether the Group presents right-of-
use assets separately or within the same line item at
which the corresponding underlying assets would
be presented if they were owned.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 16 “Leases” (Continued)

In contrast to lessee accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require
a lessor to classify a lease either as an operating
lease or a finance lease.

Furthermore, extensive disclosures are required by
HKFRS 16.

As at 31 December 2016, the Group has non-
cancellable operating lease commitments of
approximately HK$11,043,000 as disclosed in
note 34. A preliminary assessment indicates that
these arrangements will meet the definition of a
lease under HKFRS 16, and hence the Group will
recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they
qualify for low value or short-term leases upon
the application of HKFRS 16. In addition, the
application of new requirements may result changes
in measurement, presentation and disclosure as
indicated above. However, it is not practicable to
provide a reasonable estimate of the financial effect
until the directors of the Company complete a
detailed review.

Other than those disclosed above, the directors
of the Company anticipate that the application of
other amendments to HKFRSs have no material
impact on the results and financial position of the
Group.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared in accordance with HKFRSs issued by the
HKICPA. In addition, the consolidated financial
statements include applicable disclosures required
by the Rules Governing the Listing of Securities
on the Stock Exchange and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis except for
certain financial instruments that are measured at
fair values at the end of each reporting period, as
explained in the accounting policies below.

Historical cost is generally based on the fair value
of the consideration given in exchange for goods
and services. Fair value is the price that would
be received to sell an asset or paid to transfer a
liability in an orderly transaction between market
participants at the measurement date, regardless
of whether that price is directly observable or
estimated using another valuation technique. In
estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the
asset or liability if market participants would take
those characteristics into account when pricing the
asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in the
consolidated financial statements is determined
on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2
“Share-based payment”, leasing transactions
that within the scope of HKAS 17 “Leases”, and
measurements that have some similarities to fair
value but are not fair value, such as net realisable
value in HKAS 2 “Inventories” or value in use in
HKAS 36 “Impairment of assets”.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

In addition, for financial reporting purposes, fair
value measurements are categorised into Level 1,
2 or 3 based on the degree to which the inputs
to the fair value measurements are observable
and the significance of the inputs to the fair value
measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted)
in active markets for identical assets or
liabilities that the entity can access at the
measurement date;

o Level 2 inputs are inputs, other than quoted
prices included within Level 1, that are
observable for the asset or liability, either
directly or indirectly; and

o Level 3 inputs are unobservable inputs for
the asset or liability.

The principal accounting policies adopted are set
out below.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and
entities controlled by the Company (its subsidiaries).
Control is achieved when the Company:

° has power over the investee;

o is exposed, or has rights, to variable returns
from its involvement with the investee; and

o has the ability to use its power to affect its
returns.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate that
there are changes to one or more of the three
elements of control listed above.

Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and
ceases when the Group loses control of the
subsidiary.

When necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in
full on consolidation.

Investments in joint ventures

A joint venture is a joint arrangement whereby
the parties that have joint control of the
arrangement have rights to the net assets of the
joint arrangement. Joint control is the contractually
agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require unanimous consent of the parties
sharing control.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in joint ventures (Continued)

The results and assets and liabilities of joint ventures
are incorporated in these consolidated financial
statements using the equity method of accounting.
The financial statements of joint ventures used
for equity accounting purposes are prepared
using uniform accounting policies as those of the
Group for like transactions and events in similar
circumstances. Under the equity method, an
investment in a joint venture is initially recognised
in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the
Group’s share of the profit or loss and other
comprehensive income of the joint venture. When
the Group’s share of losses of joint venture exceeds
the Group’s interest in that joint venture (which
includes any long-term interests that, in substance,
form part of the Group’s net investment in the
joint venture), the Group discontinues recognising
its share of further losses. Additional losses are
recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of the joint venture.

An investment in a joint venture is accounted for
using the equity method from the date on which
the investee becomes a joint venture. On acquisition
of the investment in a joint venture, any excess of
the cost of the investment over the Group’s share
of the net fair value of the identifiable assets and
liabilities of the investee is recognised as goodwill,
which is included within the carrying amount of the
investment. Any excess of the Group’s share of the
net fair value of the identifiable assets and liabilities
over the cost of the investment, after reassessment,
is recognised immediately in profit or loss in the
period in which the investment is acquired.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in joint ventures (Continued)

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognise
any impairment loss with respect to the Group’s
investment in a joint venture. When necessary, the
entire carrying amount of the investment (including
goodwill) is tested for impairment in accordance
with HKAS 36 “Impairment of Assets” as a single
asset by comparing its recoverable amount (higher
of value in use and fair value less costs of disposal)
with its carrying amount. Any impairment loss
recognised forms part of the carrying amount of
the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36
to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with a joint venture
of the Group (such as a sale or purchase), profits
and losses resulting from the transactions with
the joint venture are recognised in the Group’s
consolidated financial statements only to the extent
of interests in the joint venture that are not related
to the Group.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Revenue is
reduced for estimated customer returns, rebates
and other similar allowances.

Revenue is recognised when the amount of revenue
can be reliably measured; when it is probable that
future economic benefits will flow to the Group and
when specific criteria have been met for each of the
Group’s activities, as described below.

Revenue from the sale of goods is recognised when
the goods are delivered and titles have passed.

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the
effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash
receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial
recognition.

Dividend income from investments is recognised
when the shareholders’ rights to receive payment
have been established.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Government grants

Government grants are not recognised until there
is reasonable assurance that the Group will comply
with the conditions attaching to them and that the
grants will be received.

Government grants are recognised in profit or
loss on a systematic basis over the periods in
which the Group recognises as expenses the
related costs for which the grants are intended
to compensate. Specifically, government grants
whose primary condition is that the Group should
purchase, construct or otherwise acquire non-
current assets are recognised as deferred income in
the consolidated statement of financial position and
transferred to profit or loss over the useful lives of
the related assets.

Government grants that are receivable as
compensation for expenses or losses already
incurred or for the purpose of giving immediate
financial support to the Group with no future
related costs are recognised in profit or loss in the
period in which they become receivable.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Research and development expenditure

Expenditure on research activities is recognised as
an expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development
phase of an internal project) is recognised if,
and only if, all of the following have been
demonstrated:

o the technical feasibility of completing the
intangible asset so that it will be available for
use or sale;

o the intention to complete the intangible

asset and use or sell it;
o the ability to use or sell the intangible asset;

o how the intangible asset will generate
probable future economic benefits;

o the availability of adequate technical,
financial and other resources to complete the
development and to use or sell the intangible
asset; and

o the ability to measure reliably the
expenditure attributable to the intangible
asset during its development.

The amount initially recognised for internally-
generated intangible asset is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition criteria
listed above. Where no internally-generated
intangible asset can be recognised, development
expenditure is recognised in profit or loss in the
period in which it is incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment are stated in the
consolidated statement of financial position at cost
less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any.

Properties in the course of construction for
production, supply or administrative purposes are
carried at cost, less recognised impairment loss.
Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Such properties
are classified to the appropriate categories of
property, plant and equipment when completed
and ready for their intended use. Depreciation of
these assets, on the same basis as other property
assets, commences when the assets are ready for
their intended use.

Depreciation is recognised so as to write off the cost
of assets (other than the construction in progress)
less their residual values over their estimated useful
lives, using the straight-line method. The estimated
useful lives, residual values and depreciation
method are reviewed at the end of each reporting
period, with the effect of any changes in estimate
accounted for on a prospective basis.

Assets held under finance leases are depreciated
over their expected useful lives on the same basis
as owned assets. However, when there is no
reasonable certainty that ownership will be obtained
by the end of the lease term, assets are depreciated
over the shorter of the lease term and their useful
lives.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from
the continued use of the asset. Any gain or loss
arising on the disposal or retirement of an item of
property, plant and equipment is determined as
the difference between the sales proceeds and the
carrying amount of the asset and is recognised in
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Buildings under development for future owner-
occupied purpose

When buildings are in the course of development
for production or for administrative purposes, the
amortisation of prepaid lease payments provided
during the construction period is included as part
of costs of buildings under construction. Buildings
under construction are carried at cost, less any
identified impairment losses. Depreciation of
buildings commences when they are available for
use (i.e. when they are in the location and condition
necessary for them to be capable of operating in
the manner intended by management).

Impairment of non-financial assets

At the end of the reporting period, the Group
reviews the carrying amounts of its assets to
determine whether there is any indication that
those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount
of the asset is estimated in order to determine the
extent of the impairment loss (if any). When it is
not possible to estimate the recoverable amount
of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to
which the asset belongs. When a reasonable and
consistent basis of allocation can be identified,
corporate assets are also allocated to individual
cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating
units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset for which the estimates of
future cash flows have not been adjusted.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of non-financial assets (Continued)

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the
asset (or a cash-generating unit) is reduced to
its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses,
the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate
of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or a
cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit
or loss.

Leasing

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the leases. All other
leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised
in profit or loss on a straight-line basis over the
term of the relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

The Group as lessee

Assets held under finance leases are recognised
as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present
value of the minimum lease payments. The
corresponding liability to the lessor is included in
the consolidated statement of financial position as
a finance lease obligation.

Lease payments are apportioned between finance
expenses and reduction of the lease obligation so
as to achieve a constant rate of interest on the
remaining balance of the liability. Finance expenses
are recognised immediately in profit or loss, unless
they are directly attributable to qualifying assets, in
which case they are capitalised in accordance with
the Group’s general policy on borrowing costs (see
the accounting policy below).

Operating lease payments are recognised as an
expense on a straight-line basis over the lease term.

Leasehold land and building

When a lease includes both land and building
elements, the Group assesses the classification of
each element as a finance or an operating lease
separately based on the assessment as to whether
substantially all the risks and rewards incidental to
ownership of each element have been transferred
to the Group, unless it is clear that both elements
are operating leases in which case the entire lease
is classified as an operating lease. Specifically, the
minimum lease payments (including any lump-
sum upfront payments) are allocated between the
land and the building elements in proportion to the
relative fair values of the leasehold interests in the
land element and building element of the lease at
the inception of the lease.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

Leasehold land and building (Continued)

To the extent the allocation of the lease payments
can be made reliably, interest in leasehold land that
is accounted for as an operating lease is presented
as “prepaid lease payments” in the consolidated
statement of financial position and is amortised
over the lease term on a straight-line basis. When
the lease payments cannot be allocated reliably
between the land and building elements, the entire
lease is generally classified as a finance lease.

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recognised at the rates
of exchanges prevailing on the dates of the
transactions. At the end of the reporting period,
monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date.
Non-monetary items that are measured in terms
of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement
of monetary items, and on the retranslation of
monetary items, are recognised in profit or loss in
the period in which they arise.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of
the Group’s foreign operations are translated into
the presentation currency of the Group (i.e. Hong
Kong dollars) at the rate of exchange prevailing
at the end of the reporting period, and their
income and expenses are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising,
if any, are recognised in other comprehensive
income and accumulated in equity under the
heading of translation reserve.

Retirement benefit costs

Payments to state-managed retirement benefit
schemes and the Mandatory Provident Fund Scheme
are recognised as an expense when employees have
rendered service entitling them to the contributions.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are added to the cost of those
assets until such time as the assets are substantially
ready for their intended use or sale. Investment
income earned on the temporary investment of
specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

All other borrowing costs are recognised in profit or
loss in the period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from “profit
before taxation” as reported in the consolidated
statement of profit or loss and other comprehensive
income because of income or expense that are
taxable or deductible in other years and items that
are never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that
have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and
liabilities in the consolidated financial statements
and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities
are generally recognised for all taxable temporary
differences. Deferred tax assets are generally
recognised for all deductible temporary difference
to the extent that it is probable that taxable profits
will be available against which those deductible
temporary differences can be utilised.

The carrying amount of deferred tax assets is
reviewed at the end of the reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured
at the tax rates that are expected to apply in the
period in which the liability is settled or the asset is
realised, based on tax rate (and tax laws) that have
been enacted or substantively enacted by the end
of the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

The measurement of deferred tax liabilities and
assets reflects the tax consequences that would
follow from the manner in which the Group
expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets
and liabilities.

Current and deferred tax are recognised in profit
or loss, except when they relate to items that
are recognised in other comprehensive income
or directly in equity, in which case, the current
and deferred tax are also recognised in other
comprehensive income or directly in equity
respectively.

Inventories

Inventories mainly consist of textile products and are
stated at the lower of cost and net realisable value.
Cost of inventories is calculated using the first-in,
first-out method. Net realisable value represents
the estimated selling price for inventories less all
estimated costs of completion and costs necessary
to make the sale.

Provisions

Provisions are recognised when the Group has
a present obligation (legal or constructive) as a
result of a past event, it is probable that the Group
will be required to settle that obligation, and a
reliable estimate can be made of the amount of the
obligation.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Provisions (Continued)

The amount recognised as a provision is the
best estimate of the consideration required to
settle the present obligation at the end of the
reporting period, taking into account the risks
and uncertainties surrounding the obligation.
When a provision is measured using the cash
flows estimated to settle the present obligation, its
carrying amount is the present value of those cash
flows (where the effect of the time value of money
is material).

Financial instruments

Financial assets and financial liabilities are
recognised in the consolidated statement of
financial position when a group entity becomes
a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue
of financial assets and financial liabilities (other
than financial assets and financial liabilities at
fair value through profit or loss) are added to or
deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2016

3.

FESTEE (&)

B (E)

BRASBREBNEREIRRENRER
FETRESETMEREFLHNRE
fatatE - Wit B EEENER K
THEEN - B BIRETREE EHh
AAEEMRERERE - AEKEE
SERRERENRE (HEENE
FEEFEEK) -

THMIA
EEEERNARITAEARGXHETL
TR eREENERABREAY
R ILR MERR o

TREENERMABERA TV EERE
ReWBIBTEREELSREE
(EBBmE A FERENEREER
TRBERIN MEERBENRHK
ADRERERRNACREEXS
MEENATEXACREENDR
BEMQFEMNR (WaME) - WEE
BEDRRAVFERENEREEND
REBEMEZRBAENZZRARNER

IS 2y
BERER -



SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets

The Group’s financial assets are classified into one
of the three categories, including financial assets at
fair value through profit or loss (“FVTPL"), loans
and receivables and available-for-sale (“AFS")
financial assets. The classification depends on the
nature and purpose of the financial assets and is
determined at the time of initial recognition. All
regular way purchases or sales of financial assets
are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery
of assets within the time frame established by
regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees and points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the debt instrument,
or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)
Financial assets at FVTPL

Financial assets are classified as at FVTPL when the
financial asset is (i) contingent consideration that
may be paid by an acquirer as part of a business
combination to which HKFRS 3 applies, (ii) held for
trading, or (iii) it is designated as at FVTPL.

A financial asset is classified as held for trading if:

o it has been acquired principally for the
purpose of selling in the near term; or

o on initial recognition it is a part of a portfolio
of identified financial instruments that the
Group manages together and has a recent
actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and
effective as a hedging instrument.

Financial assets at FVTPL are stated at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss excludes any dividend
or interest earned on the financial assets and is
included in the other gains and losses line item. Fair
value is determined in the manner described in note
39.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Subsequent
to initial recognition, loans and receivables
(including trade and bills receivables, amount due
from a joint venture, amounts due from a related
company, other receivables and deposits, pledged
bank deposits, short term bank deposits and bank
balances and cash) are measured at amortised
cost using the effective interest method, less any
impairment. The accounting policy on impairment
loss of financial assets is set out below.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)
AFS financial assets

AFS financial assets are non-derivatives that are
either designated as available-for-sale or are not
classified as financial assets at fair value through
profit or loss, loans and receivables or held-to-
maturity instruments.

Changes in the carrying amount of AFS monetary
financial assets relating to interest income
calculated using the effective interest method
are recognised in profit or loss. Dividends on AFS
equity investments are recognised in profit or loss
when the Group’s right to receive the dividends is
established. Other changes in the carrying amount
of AFS financial assets are recognised in other
comprehensive income and accumulated under the
heading of investment revaluation reserve. When
the investment is disposed of or is determined to
be impaired, the cumulative gain or loss previously
accumulated in the investment revaluation reserve
is reclassified to profit or loss (see the accounting
policy in respect of impairment loss on financial
assets below).

AFS equity investments that do not have a quoted
market price in an active market and whose fair
value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of
such unquoted equity investments are measured at
cost less any identified impairment losses at the end
of each reporting period.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Impairment of financial assets

Financial assets, other than those at FVTPL, are
assessed for indicators of impairment at the end
of each reporting period. Financial assets are
considered to be impaired where there is objective
evidence that, as a result of one or more events
that occurred after the initial recognition of the
financial assets, the estimated future cash flows of
the financial assets have been affected.

For an AFS equity investment, a significant or
prolonged decline in fair value of that investment
below its cost is considered to be objective evidence
of impairment.

For all other financial assets, objective evidence of
impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

° breach of contract, such as default or
delinquency in interest and principal
payments; or

o it becoming probable that the borrower will
enter bankruptcy or financial re-organisation.

Objective evidence of impairment for a portfolio
of receivables could include the Group’s past
experience of collecting payments, an increase in
the number of delayed payments in the portfolio
past the average credit period and observable
changes in national or local economic conditions
that correlate with default on receivables.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

For financial assets carried at amortised cost, the
amount of the impairment loss recognised is the
difference between the asset's carrying amount and
the present value of the estimated future cash flows
discounted at the financial asset’s original effective
interest rate.

For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the current market rate of return for
a similar financial asset. Such impairment loss will
not be reversed in subsequent periods.

The carrying amount of a financial asset is reduced
by the impairment loss directly for all financial
assets with the exception of trade receivables where
the carrying amount is reduced through the use
of an allowance account. Changes in the carrying
amount of the allowance account are recognised in
profit or loss. When trade receivables are considered
uncollectible, they are written off against the
allowance account. Subsequent recoveries of
amounts previously written off are credited to profit
or loss.

For financial assets measured at amortised
cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment losses was recognised, the previously
recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed
does not exceed what the amortised cost would
have been had the impairment not been recognised.

When an AFS financial asset is considered to be
impaired, cumulative losses previously recognised
in other comprehensive income are reclassified to
profit or loss in the period in which the impairment
takes place.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

Impairment losses on AFS equity investments
carried at fair value are not reversed in profit or loss
in subsequent periods. Any increase in fair value
subsequent to impairment loss is recognised directly
in other comprehensive income and accumulated in
investment revaluation reserve.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued
by a group entity are classified as either financial
liabilities or as equity in accordance with the
substance of the contractual arrangements entered
into and the definitions of a financial liability and an
equity instrument.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when
the financial liability is (i) contingent consideration
that may be paid by an acquirer as part of a
business combination to which HKFRS 3 applies, (ii)
held for trading, or (iii) it is designated as at FVTPL.

A financial liability is classified as held for trading if:

o it has been acquired principally for the
purpose of repurchasing it in the near term;
or

o on initial recognition it is a part of a portfolio

of identified financial instruments that the
Group manages together and has a recent
actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and
effective as a hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Financial liabilities at FVTPL (Continued)

Financial liabilities at FVTPL are measured at
fair value, with any gains or losses arising on
remeasurement recognised in profit or loss. The net
gain or loss recognised in profit or loss excludes
any interest paid on the financial liabilities and is
included in the other gains and losses line item.
Fair value is determined in the manner described in
note 39.

Other financial liabilities

Other financial liabilities, including trade payable,
bills payable, amount due to a joint venture, other
payables and accrued charges and bank borrowings,
are subsequently measured at amortised cost using
the effective interest method.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after
deducting all of its liabilities. Equity instruments
issued by the Company are recorded at the
proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
(including all fees and points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial liability,
or, where appropriate, a shorter period to the net
carrying amount on initial recognition.

Interest expense is recognised on an effective
interest basis.

Derivative financial instruments

Derivatives are initially recognised at fair value at
the date a derivative contract is entered into and
are subsequently remeasured to their fair values at
the end of the reporting period. The resulting gain
or loss is recognised in profit or loss immediately.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Derecognition

The Group derecognises a financial asset only
when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards
of ownership of the asset to another entity. If the
Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the
Group continues to recognise the financial asset
and also recognises a collateralised borrowing for
the proceeds received.

On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in
equity is recognised in profit or loss.

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference
between the carrying amount of the financial
liability derecognised and the consideration paid
and payable is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Equity-settled share-based payment transactions

Share options granted to directors and
employees

For grants of share options that are conditional
upon satisfying specified vesting conditions, the fair
value of services received is determined by reference
to the fair value of share options granted at the
date of grant and is expensed on a straight-line
basis over the vesting period, with a corresponding
increase in equity (share options reserve).

At the end of the reporting period, the Group
revises its estimates of the number of options that
are expected to vest. The impact of the revision of
the original estimates, if any, is recognised in profit
or loss such that the cumulative expense reflects the
revised estimates, with a corresponding adjustment
to share options reserve.

When share options are exercised, the amount
previously recognised in share options reserve will
be transferred to share premium. When the share
options are forfeited after the vesting date or are
still not exercised at the expiry date, the amount
previously recognised in share options reserve will
be transferred to retained profits.

When share options are cancelled, the amount that
would otherwise have been recognised for services
received over the remainder of the vesting period is
recognised immediately in profit or loss.
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4,

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting
policies, which are described in note 3, the
management of the Group is required to make
judgements, estimates and assumptions about
the carrying amounts of assets and liabilities that
are not readily apparent from other sources. The
estimates and associated assumptions are based
on historical experience and other factors that are
considered to be relevant. Actual results may differ
from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current
and future periods.

The followings are the key sources of estimation
uncertainty at the end of the reporting period,
that has a significant risk of causing a material
adjustment to the carrying amounts of assets within
the next financial year.

Allowance for inventories

Management of the Group reviews the inventory
aging analysis at the end of the reporting period
and identifies the slow-moving inventory items that
are no longer suitable for use in production or sales.
Management estimates the net realisable value for
such inventories based primarily on the latest invoice
prices, estimated costs of completion and current
market conditions. In addition, the Group carries
out regular inventory review with reference to aged
inventories analysis, management experience and
judgement on the expected future saleability of
goods and provides necessary allowance if the net
realisable value is estimated to be below the cost.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Allowance for inventories (Continued)

Reversal of allowance for obsolete inventories of
approximately HK$6,923,000 (2015: HK$989,000)
was credited to profit or loss during the year
ended 31 December 2016. The carrying amounts
of inventories are approximately HK$504,635,000
(2015: HK$364,838,000) as at 31 December 2016.

Allowance for bad and doubtful debts

The allowance for bad and doubtful debts of the
Group is based on the evaluation of collectability
and aging analysis of individual trade debts
performed by the management. A considerable
amount of judgment is required in assessing the
ultimate realisation of these receivables, including
the current creditworthiness and the past collection
history of each customer. If the financial conditions
of customers of the Group are to deteriorate,
resulting in an impairment of their ability to make
payments, additional allowance may be required.

During the years ended 31 December 2016 and
2015, no further allowance for bad and doubtful
debts was charged to profit or loss. The carrying
amount of trade receivables is approximately
HK$549,167,000 (2015: HK$456,228,000) as at 31
December 2016.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Useful life of property, plant and equipment

Property, plant and equipment are depreciated on a
straight line basis over the estimated useful lives of
the relevant assets, after taking into account their
estimated residual values, if any. The Group reviews
the estimated useful lives of the assets annually
in order to determine the amount of depreciation
expenses to be recorded during the year. The useful
lives are based on the Group’s historical experience
with similar assets taking into account anticipated
technological changes.

The depreciation expense for future periods is
adjusted if there are significant changes from
previous estimates. During the year ended 31
December 2016, the Group determined that
there is no change to the estimated useful lives of
the property, plant and equipment. The carrying
amounts of property, plant and equipment
are approximately HK$1,324,704,000 as at 31
December 2016 (2015: HK$1,034,611,000).

REVENUE

The Group's revenue is derived from manufacturing
and trading of elastic fabric, lace and elastic
webbing in Hong Kong and the People’s Republic of
China (the “PRC") for both years, net of discounts
and sales related taxes.
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SEGMENT INFORMATION 6.

The financial information reported to executive
directors of the Company, being the chief operating
decision makers (“CODM"), for the purpose of
assessment of segment performance and resources
allocation focuses on types of goods delivered.

The Group's operating and reportable segments
under HKFRS 8 are as follows:

o Manufacturing and trading of elastic fabric
and lace

This segment derives its revenue from
manufacturing and trading of elastic fabric
and lace made from synthetic fibres that are
commonly used in high-end wrap knitted
lingerie and sportswear products.

o Manufacturing and trading of elastic
webbing

This segment derives its revenue from
manufacturing and trading of elastic
webbing made from synthetic fibres that are
commonly used as shoulder straps, lingerie
trims and waistbands.
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SEGMENT INFORMATION (Continued)
Segment revenue and results

The following is an analysis of the Group’s revenue
and results by operating and reportable segments:

For the year ended 31 December 2016

6. oHEHE (&)

P L ONSE S

L/{T%$’§@Hzi§%

gl ok & &%ZE’WT

BE=

Manufacturing
and trading of
elastic fabric

E-R"E+ZA=+—HLEEFE

Manufacturing
and trading of

and lace elastic webbing Total
HEREE
BHEY BEREE
R R E# WA @sr
HK$'000 HK$'000 HK$'000
FTExT TET FExT
Segment revenue from REINAEFH)
external customers DEBA 1,636,597 832,509 2,469,106
Segment profits DEREF 363,241 199,823 563,064
Unallocated other income AABCEMBUTA 21,986
Unallocated other gains Ao B E AR REE
and losses 24,725
Unallocated corporate expenses RO BEREFS (50,763)
Share of result of a joint venture ~ HIEAEDEESE 5,715
Finance costs BEKA (28,660)
Profit before taxation B B A 536,067
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SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

For the year ended 31 December 2015

6. THE® &)
ABBMARES (&)
BE-Z-AF+-A=+-HALEFE

Manufacturing
and trading of
elastic fabric

Manufacturing
and trading of

and lace  elastic webbing Total
HNERER
el e HNEREE
R R 4 B A mEt
HK$'000 HK$'000 HK$'000
TAT FAT THET
Segment revenue from REIAEFH)
external customers SHERBA 1,334,551 713,587 2,048,138
Segment profits 7 &b Al 258,530 188,539 447,069
Unallocated other income KOBLEAMUA 34,073
Unallocated other gains ROBCEMU R BB
and losses 699
Unallocated corporate expenses  ROBERERST (44,484)
Share of result of a joint venture ~ DIEE L& 1,044
Finance costs AR (24,179)
Profit before taxation BREE AR F 414,222

The accounting policies of the operating and
reportable segments are the same as the Group’s
accounting policies. Segment profit represents
the results of each segment without allocation
of corporate items including mainly bank interest
income, rental income, change in fair value
in derivative financial instruments, net foreign
exchange gain, share of result of a joint venture,
(loss) gain on disposal of property, plant and
equipment for corporate use, corporate expenses
and finance costs. Corporate expenses include
directors’ remuneration paid or payable by the
Group, equity-settled share-based payments and
certain administrative expenses for corporate
function. This is the measure reported to the
CODM for the purposes of resource allocation and
performance assessment.
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SEGMENT INFORMATION (Continued)

Segment assets and liabilities

The following is an analysis of the Group’s assets
and liabilities by operating and reportable segment:

As at 31 December 2016

6. oHEHE (&)

DTHEERER

AT RAREEZRZE R HE D EHE
DHEENBEBEDN

R-ZE-X"E+ZA=+-—H

Manufacturing
and trading of
elastic fabric

Manufacturing
and trading of

and lace elastic webbing Total
HEREE
BAEEY HEREE
ERRE#H BHAE st
HK$'000 HK$'000 HK$'000
FTERT TER FTET
ASSETS &E
Segment assets DEEE 1,979,458 517,937 2,497,395
Property, plant and equipment YIE - R KRR 52,088
Prepaid lease payments BARENR 43,978
Interest in a joint venture NEBPERRER 15,300
Available-for-sale financial assets At &S RIEE 28,434
Deferred tax assets EEFHIBEE 867
Other receivables, deposits and ~ E fth fEULFUIE -
prepayments e MIBNFOE 37,486
Derivative financial instrument THELRTEA 12,811
Pledged bank deposits BIEIRRITER 61,610
Short term bank deposits K HIRITIE 13,362
Bank balances and cash RITHEB LIRS 424,540
Total assets BERE 3,187,871
LIABILITIES afE
Segment liabilities DHEEE 446,825 193,562 640,387
Other payables and accrued HipBRFHIER
charges [EZTE R 4,914
Bank borrowings RITERK 593,502
Obligations under finance leases ~ Fi &R EH&IE 5,931
Tax payable FEMTIIA 36,592
Derivative financial instrument eI A 4,780
Total liabilities BERE 1,286,106
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SEGMENT INFORMATION (Continued)

Segment assets and liabilities (Continued)

As at 31 December 2015

6. HER (&)
PEHMEEREE (&)
R-E—-HF+=-A=+—H

Manufacturing
and trading of
elastic fabric

Manufacturing
and trading of

and lace  elastic webbing Total
HNERER
B HNEREE
EE R E 4% B A mEt
HK$'000 HK$'000 HK$'000
TAT FAT THET
ASSETS BE
Segment assets DEHEE 1,501,566 455,014 1,956,580
Property, plant and equipment YE - BB MR 4,106
Interest in a joint venture REERERNER 10,175
Available-for-sale financial assets ~ FJ{tHHESRIEE 2,522
Deferred tax assets ERERIEEE 3,319
Other receivables, deposits and H e s
prepayments & RIEMHIE 15,641
Derivative financial instrument TESBMTE 1,046
Pledged bank deposits BEMRITER 37,647
Short term bank deposits REERIRITIF 242,430
Bank balances and cash RITHEARRE S 627,293
Total assets BERAE 2,900,759
LIABILITIES &fE
Segment liabilities DEEE 357,968 173,304 531,272
Other payables and accrued HAERFIAR
charges [t E M 694
Bank borrowings RITIER 588,157
Obligations under finance leases  Fi & T & H&IE 17,358
Tax payable JERIIA 24,011
Derivative financial instrument TESMTA 323
Total liabilities Rt 1,161,815
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SEGMENT INFORMATION (Continued) 6. DHER (&)

Segment assets and liabilities (Continued) PTHREEREE (&)

For the purposes of monitoring segment ERSHBOLHAXRRERERD

performances and allocating resources between

segments:

o all assets are allocated to operating and FTBEEH IR Z&E KA R
reportable segments, other than property, HEoHE MAELEERERN
plant and equipment and prepaid lease Y - BB REEUAREMNE
payments for corporate use or the property ENMREMENEEDE MK
and plant under construction in Vietnam, E-rftHESRMEE  BEIL
available-for-sale financial assets, deferred tax MEEE REEDLEMNE
assets, interest in a joint venture, derivative moPTESRmIT A DIEIHE
financial instrument, pledged bank deposits, TER - BHETERKLIET
short term bank deposits and bank balances EH LB URETEESEE
and cash and certain corporate assets. FRAN o

. all liabilities are allocated to operating and FIEaEAIRELE R H
reportable segments, other than obligations EOE - ERMEHEAE R
under finance leases, bank borrowings, tax TER EEHIE . (TES R
payable, derivative financial instrument and TARAETEEAGRIN
certain corporate liabilities.

Other segment information Hithp &R

For the year ended 31 December 2016 BE-Z—AF+A=1+—HLEE

Manufacturing
and trading of ~ Manufacturing
elastic fabric ~ and trading of
and lace  elastic webbing  Unallocated Total
HEREE
BHEGY HEREE
HAREH BHET L o
HK$'000 HK$'000 HK$'000 HK$'000
TEn TEn TEn ThR
Amounts included in the measure of ~ HEATEFIHHH
segment profit or segment assets: BERTANSE:
Additions of property, plant and RENZE - BFERF
equipment 410,154 36,000 48,470 494,624
Additions of prepaid leased payments R EERFELM - - 43,978 43,978
Depreciation of property, nE - BEREENE
plant and equipment 95,146 26,576 488 122,210
Amortisation of prepaid lease BHBNRENT
payments 894 - - 894
Reversal of allowance for obsolete REFERERD
inventories (6,923) - - (6,923)
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6. SEGMENT INFORMATION (Continued) 6. OHEHR (&)

Other segment information (Continued) Hih o BER (&)
For the year ended 31 December 2015 BE-Z-AF+=-A=+—-HLt
FE
Manufacturing
and trading of Manufacturing
elastic fabric and trading of
andlace elastic webhing Unallocated Total
REREE
BAM HEREE
R REH BIAS A &t
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAL Fhr
Amounts included in the measure of STENLEFH A
segment profit or segment assets: BERITANSH
Additions of property, plant and RENE - BERE
equipment 85,489 28,808 708 115,005
Depreciation of property, nE  BERLENE
plant and equipment 95,864 24,967 431 121,262
Amortisation of prepaid lease BHEBABERT
payments 955 - - 955
Reversal of allowance for obsolete REFSAERD
inventories (509) (480) - (989)
Other than the segment information disclosed BREXHEBENDEHERIN  TELE
above, there was no other information reviewed by REEMEEZENMAFENHEMLER -

the CODM for both years.
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SEGMENT INFORMATION (Continued)

Geographical information

The Group's operations are located in the PRC and
Hong Kong. The Group’s revenue from external
customers based on the location of the customers

are detailed below:

TEHER (&)

AREXRBURFERES - NEE
KEINAEFPHREIRERT A

WD - FEWT

Year ended 31 December

BE+T-A=1+—-BHLFE

2016 2015

—E—XRF —ZE—RF

HK$'000 HK$'000

FET FAT

Hong Kong BE 879,865 768,768
The PRC s 671,739 520,629
Sri Lanka R 470,411 402,822
Europe and the United States of America (HAYNESET 88,821 70,569
Indonesia EE 60,755 45,988
Vietnam B 50,444 37,162
India HE 44,170 41,657
Thailand & 40,317 29,487
South Korea BEE 36,731 46,341
Others Hit 125,853 84,715
2,469,106 2,048,138

Non-current assets (excluding financial assets and
deferred tax assets) by geographical location of

BEEMMEMRE DR EE
(TEReREEMEEHEEE) &

assets are detailed below: By
As at 31 December
Rt=A=+—H
2016 2015
—E-RF —T-RF
HK$'000 HK$'000
FHExT TET
The PRC F 1,371,608 1,103,519
Hong Kong BB 10,484 4,083
Vietnam istea] 121,964 3,908
1,504,056 1,111,510
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SEGMENT INFORMATION (Continued)
Information about major customers

Revenues from customers contributing over 10% of
the total revenue of the Group for the years ended
31 December 2016 and 2015 are as follows:

DTEHER (@)

FBETEEFHER
REBEE-_Z—REA_ZT—RHF+=
B=+—HItFE  AAEBEFE®R
10% W= BEHEFRALT ¢

Year ended 31 December

BE+t-A=+—-HLEFE

2016 2015
ZB-REF —E-hF
HK$'000 HK$'000
FERT THET
Revenue from manufacturing and RERERETEN
trading of elastic fabric and lace B REHRE A
— customer A — REH 210,601 219,199
- customer B —BFZ 268,881 202,758
Revenue from manufacturing and REREREEEE
trading of elastic webbing AR I
— customer A - ZFHF 106,778 87,873
— customer B =V 48,399 28,772
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7. OTHER INCOME 7. HftlA

2016 2015
AT —ZE-nF
HK$'000 HK$'000
THET TAT
Bank interest income SRITHI B U A 18,708 29,696
Net proceeds from sales of scrap materials HERERI TSR IE 58 6,499 6,396
Rental income HEWA - 452
Government grants (Note) BFfEhe (M) 9,962 5,469
Others Eih 9,766 3,883
44,935 45,896

Note: BT

The amount includes HK$8,666,000 (2015: HK$4,351,000)
unconditional government grants received during the year
ended 31 December 2016, which was granted to encourage
the Group’s research and development activities in the PRC.

During the year ended 31 December 2016, the Group
also received government grants in relation to purchase of
equipments of HK$2,503,000. Such amount, together with
those government grant received in prior years of similar
nature are deferred and are released to other income over
the useful lives of the related equipment. Amounts of
HK$1,296,000 (2015: HK$1,118,000) were recognised in
profit or loss during the year ended 31 December 2016. As
at 31 December 2016, amounts of HK$7,649,000 (2015:
HK$6,978,000) remained to be released and are included in
deferred income in the consolidated statement of financial
position.

RS ERAREBEE T — N+ _-_A=
+—HALEFENEREKHERFEDE
8,666,000/ 7t (ZZF — A F : 4,351,000/
) BRI EAEBAEERPEE
MEEES MR -

BE-_E—XE+-A=1+—HLFEE"
REEBMKI BEEAZEREZBTADE
2,503,000 8L - ZERBERNBEFE
WEIMEEEUEENRTHE @Y BIER
T EBEBSENAERFREREEM
WA - HE-T—A"F+_A=+—HILF
€ BRIERERESE1,296,0008 7T (=
—HF 1,118,000 L) c R=ZZE—~F+
—A=+—H"7,649,000 T (ZE—%
F 16,978,000 L) B FMRE » WHERE
SRR VERIE R A -
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160

OTHER GAINS AND LOSSES

8. HtthuERER

2016 2015
=F-AF  ZTHF
HK$'000 HK$'000
FET FHET
(Loss) gain on disposal of property, HEME - BE K& (2,244) 337
plant and equipment HfER (E518) Was
Change in fair value of derivative LR T AN FEED)
financial instruments (Note 29) (B5E29) 7,308 80
Net foreign exchange gain FE 5 U #5758 19,661 282
24,725 699
FINANCE COSTS 9. BERA
2016 2015
—E-RE —ZE—RF
HK$'000 HK$'000
FHxT FHET
Interests on: T3 BENFE
Bank borrowings SRITIERN 28,171 23,049
Finance leases MEMRE 489 1,130
28,660 24,179
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10.

DIRECTORS’ AND CHIEF EXECUTIVE'S 10. EERFETHRAE#MS
REMUNERATION
The remuneration paid or payable to the directors ENSENARGEEREZTHA
and chief executive of the Company was as follows: ERMEWT
Executive Directors Independent non-executive Directors
#rEs BUFES
Ms.Zheng Mr.Cheung Mr.Ding  Mr. Sai
Mr.lu Mr.Zzhang  MrWu Tingting YatMing Baoshan  ChunYu Total
BEE  REE REE OEEft F-BEE THEUERE REFEE szt
HK$'000  HK§'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Tér TEr TEr TEr TEr  TEr  TEr  TER
(Note)
(i)
For the year ended H2-E-5E
31 December 2016 TZR=t-BLEE
Fee s - - - - 300 200 200 700
Salaries and allowances e oz 2,987 3,744 2,605 1,902 - - - N8
Performance related incentive
payments ERRBM 3800 - 2530 1269 - - - 1903
Contributions to retirement
benefits scheme RIMENGH B 65 18 1 111 - - - 266
6,852 3,762 527 14,706 300 200 200 31227
For the year ended BE-%-1F
31 December 2015 TZR=t-BLEE
Fee s - - - - 300 200 200 700
Salaries and allowances e oz 3,023 3433 2,448 1439 - - - 10343
Performance related incentive
payments ERRBMT 2,750 - 2200 2200 - - - 1%
Contributions to retirement
benefits scheme RIMENGH B I 18 79 166 - - - 334
5,844 3,451 47271 3,805 300 200 200 18527
Note: The total remuneration paid to Ms. Zheng Tingting iz : B2 —AF+-A=+—HLF

("Ms. Zheng") during the year ended 31 December
2015 included HK$3,660,000 for her services as
employee of the Group prior to her appointment
as an executive director of the Company on 23
November 2015.

BREEERERAR/ —E—REFR

B agEEzt ((Batx]) S
REMEeRERER T —hFE+—
AZ+—=REZEALRRNITE
EREAAEEEEIREREEREX
1 #93,660,0005 7T, ©
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10.

162

DIRECTORS’ AND CHIEF EXECUTIVE’'S
REMUNERATION (Continued)

The executive directors’ remuneration shown above
were mainly for their services in connection with
the management of the affairs of the Company and
the Group.

The independent non-executive directors’
remuneration shown above were mainly for their
services as director of the Company.

The performance related incentive payments
to Mr. Lu, Mr. Zhang, Mr. Wu and Ms. Zheng
are determined by reference to the Group's
performance and approved by the board of
directors of respective group entities. Mr. Zhang is
the Chief Executive Officer of the Company.

Share options were granted to executive directors
of the Company in respect of their services to the
Group under the Pre-IPO share option scheme of
the Company. Details of the Group’s share option
scheme and the amount of the benefits in relation
to directors are set out in note 33.

During the years ended 31 December 2016 and
2015, no remuneration was paid by the Group to
the directors or chief executive of the Company as
an inducement to join or upon joining the Group
or as compensation for loss of office. None of the
directors or chief executive of the Company has
waived any remuneration during both years.

Ms. Zheng was appointed as executive director of
the Company on 23 November 2015.
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EERTETBRAEME (&)

EERFAITMATESTHMEEEP RS
BRAARR RAKESHEENR o

ERFAIRNEYIFNTESHEERY
KREFEERNRREFFARMHART -

MYESRE RELE  REERBL
ITHERRBNRNELELRERER
RAET ITRBESEEENESS
B o RIEERARBITHRAE ©

BREDREBERRRERAREEH
BIRE A ARNRFATETHAS
BREZREMETRS - BEAK
EREREERERAETNENER
AFBERMIEE3S

REBEEZZE—R"FEAZE—AF+=
A=+—HLEFE  AEBEHERK
NAEBNEBITHA B A E BN
© v YEAIBIE N B8 sk 7 hn B8 A 5k [
HEREISIEABRBMEE KR EFE
HiE MEARARZEEREZITHA
BWEEMBE -
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1.

EMPLOYEES" REMUNERATION

During the years ended 31 December 2016
and 2015, the five individuals with the highest
emoluments in the Group include four (2015: four)
directors of the Company. The emoluments of the
remaining one (2015: one) individual, which were
individually within the range of HK$3,000,001 to
HK$3,500,000 per annum (2015: HK$3,000,001 to
HK$3,500,000 per annum), were as follows:

11.

EEZHM

REBEE_E—R"FEA_ZE—HF+=
A=+—HLEFE FAEER%E&ES
FMATEREAQRRNE (ZE—H
F:OB)EE- BT R (ZF—
FE: —&) ATHFWENN T &
3,000,001/ st %3,500,000/% 7T
—EF—HRHF : §3,000,001BTE
3,500,000/87T) + #H5u0F ¢

2016 2015

—E—RE —E-RE

HK$'000 HK$'000

FHExT FHET

Salaries and allowances e KoERL 2,881 2,486

Contributions to retirement RIRBEFIFHEIHEER 18 18
benefits scheme

Equity-settled share-based payments R 48 B IR AN R ERETR 364 574

3,263 3,078

During the years ended 31 December 2016 and
2015, no emoluments were paid by the Group to
the five highest paid individual as an inducement to
join or upon joining the Group or as compensation
for loss of office.

REBE-_FT—RERZTE—HF+=
A=+—HLEFE AEEHMERTR
HERSFMALTINEMME - 1EA
RN EE 2 A I B2 AR & B 5 1 5 B =X
ERBERRE(E -
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12.

164

PROFIT BEFORE TAXATION

12. BRBIAIER

2016 2015
—E-RE —T-RHEF
HK$'000 HK$'000
FERT FAET
Profit before taxation has been arrived at BFi g% A 2 0% (51 A)
after charging (crediting): TF|&IE -
Auditor's remuneration ZE AT & 2,102 2,108
Staff costs BITKA
Directors’ remuneration EEHe 33,467 24,263
Other staff costs Hh 8 TR
— salaries and other benefits - ¥ kAMBEF 393,134 325,747
— contributions to retirement — RIREFFHEIH R 32,573 24,664
benefits schemes
— equity-settled share-based payments - RIEEERGD B
B 3,775 5,944
462,949 380,618
Depreciation of property, Y - BENERETE
plant and equipment 122,210 121,262
Depreciation capitalised in inventories ERMFEEITE (96,505) (104,499)
25,705 16,763
Amortisation of prepaid lease payments #4578 FR & (3K 894 955
Operating lease rentals in respect of HEMENKLHERS
rented premises 18,251 13,564
Cost of inventories recognised RERTHFERAR
as an expense 1,641,128 1,367,666
Including: reversal of allowance for B REFERBRD
obsolete inventories* (6,923) (989)
Gross rental income from properties YIEMES WAL - (452)
Less: Direct operating expenses that B WEEAEE AR
did not generate rental income BELERX - 506
- 54
* The reversal of allowance for obsolete inventories * BREFTEREREDREFANHEMRE

was due to sales of obsolete inventories during the
year for which allowance had been made in previous

years.
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13.

INCOME TAX EXPENSE

13. FAEBiRX

2016 2015
—E-RE —T-RHEF
HK$’000 HK$'000
FET FAT
Current tax: BNERTHIE -
Hong Kong Profits Tax BEENEH 37,112 21,412
The PRC Enterprise Income A B ZEPRET
Tax (“EIT") ([EZmEH]) 45,701 54,202
Over provision in prior years: BT FEHREERE
Hong Kong Profits Tax BBMEMH - (106)
The PRC EIT B (b ZEFTIS TR (4,947) (3.764)
77,866 71,744
Deferred taxation (note 30) EAEFIA (F17E30) 1,950 95
79,816 71,839

Hong Kong Profits Tax is calculated at 16.5% on
the estimated assessable profit for both years.

Under the Law of the People’s Republic of China
on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the tax
rate of the PRC companies is 25% for both years.

Dongguan Best Pacific Textile Company Limited
("Dongguan BPT"), a subsidiary of the Company,
has obtained the qualification as a high and new
technology enterprise since 2010, which has been
renewed for an additional three years from financial
year ended 31 December 2016. Hence, Dongguan
BPT is subject to the preferential tax treatment and
the applicable tax rate for each of the years ended 31
December 2015 and 2016 is 15%. During the year
ended 31 December 2016, Dongguan New Horizon
Elastic Fabric Company Limited (“Dongguan NHE"),
a subsidiary of the Company, was also qualified
as a high and new technology enterprise for three
years from the financial year ended 31 December
2016. Dongguan NHE is therefore also subject to the
preferential tax treatment and the applicable tax rate
for the year ended 31 December 2016 is 15%.

B MEH IR E M 8 F E e 4 E
ARBUR AR 16.5%FH o

BIEFEARLAMBCEMESRE
([¥EMBHE]) REEMSHEN
EEMA - MEFEF KB QRN
FREE25%

AARIMBRARREBANBAERA
Al ([RERBR]) ER_Z—ZFHE
SHPEMEXER  TEHE-ZT—
NET-_A=1+—HItBRFERLE
ERBIN=F - At - REHBEH
BEMEFRE HE_ZT—AFKE_
T—RNF+T_A=+—HIFEZF
REEATR R B15% c B2 —T—RF
+TZRA=+—HIEFE  AQFHB
NAREBHEEEEMBAR AR (R
SEE]) TESSHEMLEER -
BEZ—_ZT—X"F+=-A=+—H1
MR FERT A =F - Bt - B
HETZEEEHEGE  HEZZT
—ANF+_A=+t—HIFE/NER
FREE15%
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13.

166

INCOME TAX EXPENSE (Continued)

Income tax expense for the year can be reconciled
to the profit before taxation per the consolidated

13. BB (&)

AEEMRBRAS A EEA
i 2 T K 2 2R O BR B AT A SRR - B

BahAE

statement of profit or loss and other comprehensive FIEAT -
income as follows:
Hong Kong The PRC Total
B H EoH
2016 2015 2016 2015 2016 2015
ZE-XF —T-nfF ZB-A§ T-1F ZEB-RF _T-10fF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TAT TEL TAT TEL TAET
Profit before taxation e 3eyepeayl 228,758 116,004 307,309 298,218 536,067 414,222
Taxation at the domestic FERNPER &
income tax rate TERHE 37,745 19,141 76,827 74555 114,572 93,696
Tax effect of expenses not AR A
deductible for tax purpose Mgy 2,305 2,833 885 983 3,190 3,816
Tax effect of income not BRRBBAR
taxable for tax purpose Fie 2 (1,894) (547) - - (1,894) (547)
Taxeffect of share of results ~~ AIEAERELE
of a joint venture ioyiasiy-Zd (943) (172) - - (943) (172)
Tax effect of estimated tax AEAGEHE
losses not recognised EREAORGTE - 163 - - - 163
Tax effect of utilisation of tax BN & RIAMER
losses previously not HIEBEN
recognised MEE (101) (6) - - (101) (6)
Overprovision in BEFRER
prior years BE - (106) (4,947) (3,764) (4,947) (3,870)
Effect of tax concession in PERBERMN
the PRC 7 - - (30,061) (21,241) (30,061) (21,241)
Income tax expense for the year AFEFIERFS 37,112 21,306 42,704 50,533 79,816 71,839
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14. DIVIDENDS 14. RE
2016 2015
—E-RE —T—hF
HK$'000 HK$'000
FHET FET
Dividends for ordinary shareholders of FR#ER AD IRHAA 7)
the Company recognised as TR R Z A8
distribution during the year:
2016 Interim dividend — HK7.3 cents  —Z—/XEFRHIIR S —
(2015: 2015 interim dividend 7.3 B (ZT—0%F :
HK5.3 cents) per share ZE-RFPHRES.3 L) 75,072 54,118
2015 Final dividend — HK8 cents ZE-RFRARKE —
(2015: 2014 final dividend BRESHEN (ZFE—RF :
HK5 cents) per share ZE O REAAR 2 571L) 81,829 50,939
156,901 105,057

Subsequent to the end of the reporting period,
a final dividend in respect of the year ended 31
December 2016 of HK9.5 cents per ordinary share
has been proposed by the directors of the Company
and is subject to approval by the shareholders in the
forthcoming general meeting.

EBSHEERER  ARAREREE
BEE_T-AFE+-_A=1T—H81t
FEZRABESEBREBAA.5HE
il HEAREERRAE EBFER
HUE -
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15.

168

EARNINGS PER SHARE 15. BREF

The calculation of the basic and diluted earnings per

share attributable to the owners of the Company is FIToiR IS LA T 8B 5

based on the following data:

$QT%EA$E1&§$&%%§

2016 2015
T—XRF —E—hF
Earnings BZF|
Earnings for the purposes of basic and  FtEAREAR N E#EEF M S &Y
diluted earnings per share (profit for BF (RNRE)HEE ARG
the year attributable to owners of FZmAM) (FAT)
the Company) (HK$'000) 456,251 342,383
Number of shares RHEE
Weighted average number of ordinary ~ BLEREAREFM =0T @K
shares for the purpose of basic hn#EF o
earnings per share 1,028,336,137 1,020,063,452

Effect of dilutive potential ordinary shares: 27 & i i& 4 8 2 28

Share options issued by the Company RN T D TR 8,481,488 10,898,298
Weighted average number of ordinary  FiERESERFMEH

shares for the purpose of diluted B A INRE 15 8

earnings per share 1,036,817,625 1,030,961,750
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16. PROPERTY, PLANT AND EQUIPMENT

16. V¥ - BMERRE

Computer
and office Motor Construction
Buildings  equipment vehicles  Machinery in progress Total
EKR
BF BAZRE Jat:d B REIR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT FAT TET TAET FET FAT
COST A
At 1 January 2015 R-E-h%F
—H-A 443,471 23,739 45,772 1,090,169 19,529 1,622,680
Exchange adjustments R A (38,8398) (726) (2,532) (55,472) (1,184) (98,752)
Additions = 1,973 3,090 3,609 89,367 16,966 115,005
Transfer upon completion TR 5,986 - - - (5,986) -
Disposals HE - (338) (297) (685) - (1,320)
At 31 December 2015 RZE—AF
+-ZA=1—H 412,592 25,765 46,552 1,123,379 29,325 1,637,613
Exchange adjustments [ER AR (26,967) (1,823) (2,950) (77,059) (13,428)  (122,227)
Additions HE 7,275 7,101 15,795 222,366 242,087 494,624
Transfer upon completion TORk R R 11,860 - - - (11,860) -
Disposals HE (288) (1,631) (1,162) (7.216) (10,297)
At 31 December 2016 RIZ—RF
+ZR=1-H 404,472 29,412 58,235 1,261,470 246,124 1,999,713
ACCUMULATED DEPRECIATION 25t E
At 1 January 2015 R-E-h%F
—A-A 69,976 15,920 17,084 414,015 - 516,995
Exchange adjustments [ER AR (11,840) (1,018) (552) (20,793) - (34,203)
Provided for the year FEAE 19,448 3,360 3,909 94,545 - 121,262
Eliminated on disposals HER - 311) (243) (498) - (1,052)
At 31 December 2015 WZZE-1fF
+-A=1+—-H 77,584 17,951 20,198 487,269 - 603,002
Exchange adjustments P iR (5.756) (1,163) (1,146) (34,792) - (42,857)
Provided for the year EERE 19,453 2,808 4,985 94,964 - 122,210
Eliminated on disposals HERHE (105) (1,355) (1,050) (4,836) - (7,346)
At 31 December 2016 RZE—"F
+-A=t-H 91,176 18,241 22,987 542,605 - 675,009
CARRYING AMOUNTS BREE
At 31 December 2015 RZE—R%F
+-A=t-H 335,008 7,814 26,354 636,110 29,325 1,034,611
At 31 December 2016 WZE—E
+-A=t-H 313,296 11,171 35,248 718,865 246,124 1,324,704
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17.

170

PROPERTY, PLANT AND EQUIPMENT 16. V¥  BWERZE &)
(Continued)
The above items of property, plant and equipment, itz WERRZREER (EET
except for construction in progress, are depreciated BERIN) DIRAKANRSBERAER
on its cost less their residual values on a straight- EIRA T ERFE -
line basis at the following rates per annum:
Buildings Over the shorter of the term BF M EAZ50F
of the lease or 50 years (A& B%E)
Computer and office  20%-50% B0 & 20%-50%
equipment NEN ]
Motor vehicles 10%-20% P! 10%-20%
Machinery 6%-20% =S 6%-20%
The Group’s buildings are situated on land in the AEBMNRPE LT HAEF AP EA
PRC under medium-term leases. HFEE o
As at 31 December 2016, the carrying amounts RZE—RNFT_A=+—H - #s
of machinery included amounts of approximately MEEERERERMELHERFE
HK$37,105,000 (2015: HK$50,965,000) in respect B #)37,105,0008 gt (ZE— R F ¢
of assets held under finance leases. 50,965,000/& ) °
PREPAID LEASE PAYMENTS 17. ERHEERE
2016 2015
—E-RE —ZE—RHF
HK$'000 HK$'000
FERT FET
The Group’s prepaid lease payments ~ AEEHBENHEENZTELRE
comprise:
Leasehold land in the PRC PEEE L 37,437 40,938
Leasehold land in Vietnam WERNAE M 43,978 -
81,415 40,938
Analysed for reporting purposes as: FLERFR DT ¢
Current asset MBEE 894 955
Non-current asset FERBEE 80,521 39,983
81,415 40,938
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18.

18.

INTEREST IN A JOINT VENTURE AND
AMOUNT DUE FROM/TO A JOINT
VENTURE

Interest in a joint venture REELENER
Details of the Group’s investment in a joint venture REBER
are as follows: N

—HRELEZKREFHBN

As at 31 December

R+=A=+—H
2016 2015
—E-XREF —E—RF
HK$'000 HK$'000
FHET THTT
Cost of investment in a joint venture A —EA& & E ZIREKAK
Unlisted Z ¥l 9,357 9,357
Share of post-acquisition profits and MW EBE BT S E A
other comprehensive income ZHEKA 5,943 818
15,300 10,175
Details of the Group’s joint venture at the end of REHBERE  AEEGEE
the reporting period are as follows: ZEFIBIT
Proportion of
Place of Principal ownership
Form of incorporation/ place of lass of Proportion of interest Vloting rights Principal
Name of entity entity registration  operation  sharesheld held by the Group (note) held by the Group (note) activity
i/ FERGER  AREEECRELA  AREREIREE
RRLR ERER  OfE  XEEEMY AR () (M) IEXH
2016 2015 2016 2015
“E-5E ZF-RF ZE-3F 51
Charming Elastic Fabric ~ Limited Liability Hong Kong ~ HongKong ordinary 40% 40% 40% 40%  Trading of elastic
Company Limited Company &% 3 Lk webbing and
("Charming Elastic’) ~ BRAF investment
FERRSED holding
BRAT BEERIMETR
([FEERS]) RERR

BREEERERAR/ —E—REFR
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18.

172

INTEREST IN A JOINT VENTURE AND 18.
AMOUNT DUE FROM/TO A JOINT
VENTURE (Continued)

Interest in a joint venture (Continued)

Note: On 4 November 2015, the Group acquired
40% equity interest in Charming Elastic from an
independent third party at a cash consideration
of HK$10,000,000. Charming Elastic also owns
100% equity interest in Jiangxi Charming Elastic
Fabric Wearing Company Limited, which is engaged
in manufacturing of elastic webbing in the PRC.
Pursuant to the shareholders’ agreement entered
into among a wholly owned subsidiary of the
Company, the other shareholder of Charming
Elastic who holds 60% equity interest in Charming
Elastic and Charming Elastic on the same date (the
“Charming Elastic Shareholders’ Agreement”),
the shareholder who holds more than 50%
equity interest in Charming Elastic (the "“Majority
Shareholder”) and the Group were entitled to
appoint or remove three and two directors out of the
five directors at the board of directors of Charming
Elastic respectively. The shareholders of Charming
Elastic has also contractually agreed sharing control
over Charming Elastic, as certain decisions about
the relevant activities, including but not limited
to business, financial and operational matters of
Charming Elastic, require unanimous consents from
at least two directors appointed by the Majority
Shareholder and one director appointed by the
Group. Accordingly, the Group has joint control
over Charming Elastic and the investment in equity
interest in Charming Elastic is accounted for as an
interest in a joint venture. The Charming Elastic
Shareholders’ Agreement also involves terms that
granted rights to the Group to purchase additional
equity interest in Charming Elastic and rights to the
other shareholder of Charming Elastic to exercise to
sell equity interest of Charming Elastic to the Group,
accordingly, the Group recognised derivative financial
assets and liabilities since the date of acquisition of
Charming Elastic at the consolidated statement of
financial position (detail as set out in note 29).

Amount due from/to a joint venture

The amounts due from and due to a joint venture
are unsecured and trade nature balances, with a
credit term of 30 days from the date of issuance of
a monthly statement for sales/purchases delivered
in that month. All of these balances are aged within
60 days at the end of the reporting period.
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19.

20.

AVAILABLE-FOR-SALE FINANCIAL
ASSETS

19. ARHESHEE

2016 2015
—E-XRE —T—ARF
HK$000 HK$'000
FHxT T
Unit trusts denominated in USD, AZETLAMEEAMIERTE
at fair value BN ERT 2,736 2,522
Investment in a partnership, REEGRDE
at cost (Note) TG (FRE) 25,698 -
28,434 2,522
Note: BEE

During the year, the Group invested in an unlisted partnership
established in the PRC. The assets are measured at cost less
impairment at the end of the reporting period because the
range of reasonable fair value estimates is so significant that
the directors of the Company are of the opinion that their
fair values cannot be measured reliably.

FAAEERER —KERBEKRINIEL
WA AR - EERBEHRERKEAAK
MEREFE - REARAEXFEM S
BEAK ARAESERAEATFEEEASE

e

INVENTORIES 200 B8
2016 2015
—E—RE —E—FhF
HK$'000 HK$'000
FHET FET
Raw materials Rt 148,898 112,829
Work in progress RS 233,468 150,410
Finished goods RUAK 122,269 101,599
504,635 364,838
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TRADE AND BILLS RECEIVABLES AND 2. EFRUREREBEREEIUR

AMOUNTS DUE FROM A RELATED FE Uk BR Bt A R IE
COMPANY
Trade and bills receivables ESRWREREREE
2016 2015
AL —E-hEF
HK$'000 HK$'000
T FAT
Trade receivables B 5 RIEIE 550,300 457,876
Less: Allowance for bad and doubtful debts & : RIEAREME (1,133) (1,648)
Total trade receivables E 5 R IRERE 549,167 456,228
Bills receivables e 6,000 11,942
555,167 468,170
Before accepting any new customers, the Group REMEMFESA - XEEBEBFT
assesses the potential customer’s credit quality by HEEBANCEERELAEESERP
evaluating their historical credit records and defines EENEERSE  UFTREBEEF,H
credit limits for each customer. Recoverability and EEEX - ASETHEMREREP
credit limit of the existing customers are reviewed KRR ENE RE EREE o
by the Group regularly.
Trade receivables from third parties mainly represent FEWE=FESERFEIFEZHE
receivables from customers in relation to the EHEEMEE - BUEBTLEHTE
sales of elastic fabric, elastic webbing and lace PHEKEPRIE BRTFTEPHEE
to customers. The credit period granted to the HEeEHMEE R MW AL ERE HE

customers ranges from 30 to 90 days from the HEET30290H -
date of issuance of a monthly statement for sales
delivered in that month.
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TRADE AND BILLS RECEIVABLES AND 21, EFEWUREREREZEEUR
AMOUNTS DUE FROM A RELATED FEW A A B RKIE ()
COMPANY (Continued)
Trade and bills receivables (Continued) ESERFERERERE (&)
The following is an aged analysis of trade UTAERESREPEERIE S EK
receivables net of allowance for bad and doubtful DEHNGRRERBHERASERLEA
debts presented based on the date of issuance of HIZF|MERER ST RN S mEBHEA
monthly statements at the end of each reporting R EWEEIRRE 27| M EER
period and aged analysis of bills receivable DHT o
presented based on the date of issuance of the bills
at the end of each reporting period.
2016 2015
—E-XRE —E—FhF
HK$'000 HK$ 000
FHET AT
Trade receivables g 5 EWRE
0 - 90 days 0-90 H 486,676 431,397
91 - 180 days 91-180 H 42,682 19,930
Over 180 days BiE180 H 19,809 4,901
549,167 456,228
Bills receivables EWEE
0 — 90 days 0-90 H 5,887 11,942
91 - 180 days 91-180 H 113 -
6,000 11,942
555,167 468,170

As at 31 December 2016, included in the Group’s
trade receivables balance are debtors with
aggregate carrying amount of HK$84,338,000
(2015: HK$46,675,000) which are past due at the
end of the reporting period for which the Group
has not provided for impairment loss. The trade
receivables which are past due but not impaired
were either settled subsequently or due from
debtors which do not have historical default of
payments. The Group does not hold any collateral
over these balances.

R-ZZEBE—-—RNE+=-_A=+—8" &
AREBESRIWFELEHGOER
[ 1E84,338,0008 T (ZZE —HF :
46,675,000 7T ) A FIB T) E UK E 75
ARIRIE - ZEFRBEECRREHHEE
SREFEHY - AN & B 0 4 ok 1B R
EEERE BnPEERENEZE
WHBHEBEBEENK S REBGATEL
BHRNZROEFANRIE - AEEH
BB 2 AR A EAEEY -
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TRADE AND BILLS RECEIVABLES AND 21, EZRUREREREEUR
AMOUNTS DUE FROM A RELATED FE R EA Bk 1 B FROE (48)
COMPANY (Continued)
Trade and bills receivables (Continued) EZRWFEREKRERE (&)
Aged analysis of trade receivables which are BHESREAENE S ERFRENRER
past due but not impaired A
The following aged analysis of trade receivables NTReBERRENESERKIE
based on payment due dates which are past due BB E B RIBRER DA ©
but not impaired.
2016 2015
—E-RE —ZE—RF
HK$'000 HK$'000
FET FHET
1 - 30 days 1-30H 41,598 29,729
31 - 60 days 31-60 H 18,444 9,044
61 - 90 days 61-90H 6,074 2,906
Over 90 days H#BiE90 H 18,222 4,996
84,338 46,675
Movement in the allowance for bad and RBRBERS
doubtful debts
2016 2015
AL —T-RF
HK$’000 HK$'000
FTET FHET
Balance at beginning of the year FHEE 1,648 1,761
Amounts recovered during the year FRKEIEE (18) -
Amounts written off as uncollectible BRI~ AT U [e] T #if S ) 2 BE (392) -
Exchange adjustments bE 54, 8 B (105) (113)
Balance at end of the year FIR R 1,133 1,648
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21.

TRADE AND BILLS RECEIVABLES AND
AMOUNTS DUE FROM A RELATED

COMPANY (Continued)

Trade and bills receivables (Continued)

Movement in the allowance for bad and

doubtful debts (Continued)

As at 31 December 2016, included in the allowance
for bad and doubtful debts are individually impaired
trade receivables with an aggregate balance of
HK$1,133,000 (2015: HK$1,648,000) which are
either aged over one year or the customer was
in severe financial difficulty. In determining the
recoverability of a trade receivable, the Group
considers any change in credit quality of the trade
receivables from the date credit was initially granted
up to the end of the reporting period. Management
of the Group believes that no further credit
provision is required in excess of the allowance for
bad and doubtful debts. Management of the Group
writes off the bad and doubtful debts when the

debtor is liquidated.

The Group’s trade receivables that are denominated
in currencies which are not the functional currencies
of the relevant group entities are set out below:

st

EEY ¢
e Uiy 8 it

I&g%%%u&

BIFUR (&)

=

EZRUREAREBURRE (&)
RERBEED (B)

RZZFE—R"F+_A=+—H "5 A
RERBENB IS REEZ S EINK
THHY 4B AL 82 51,133,0008 0 (=& —
HF 1,648,000 7L) ZEEFHE
WHRIENRR DB —FREFEE
EVHRE  HRETESRERFEN
AE R AEEZREEEEXT]
REBREREREHEEREE S EK
HENEEFLNTMES AEE
EEEMEE BAERZREHEUN
EHEEIIMEERE - AEBEERBER
B AB E R R IR -

NI EE BRI ERNE Rt
BENAEES S RUGRIEFETIIT

usb
e
HK$'000
THET

As at 31 December 2016
As at 31 December 2015

H 251,019
—H 216,852

Amount due from a related company

The related company is controlled by close family
members of directors of the Company. The amount
includes: 1) trade receivable of approximately
HK$1,225,000 which is trade nature, unsecured,
interest-free and with credit term of 30 days from
the date of issuance of a monthly statement for
sales delivered in that month and aged within 90
days of which approximately HK$526,000 are past
due but not impaired at the end of the reporting
period; 2) Other receivables of approximately
HK$698,000 which are non-trade nature,
unsecured, interest-free and repayable on demand.

BE AR TV HARAEEMIIERK
CEHES - FRIBRETE : 1)E F 'K
TH#91,225,000870 - BE S MHE - &
BH- &8 EEHELAHEEARD
R A &EEH BT A308 0 AR
WS AR AL R - HBRERE90H N -
H b 47526,000/%8 7T A& B 6 H {8 I £
B 2)E M FE UL 3R I 49698,00078
L BIEBSHME - EEE 288
RERERE -
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OTHER RECEIVABLES, DEPOSITS AND

22. HMBEWRE BERBEARK

PREPAYMENTS bi|
2016 2015
AL —ZE-hF
HK$'000 HK$'000
FHET FET
Deposit paid 2ffize 6,806 3,223
Deposit paid for acquisition of property WEEMZ ~ BB MR
plant and equipment BffES 81,586 26,298
Deposits in life insurance policy (Note) ABREERSE (i) 6,992 6,992
Prepayments SEUNECE] 9,608 3,053
Interest receivables FEWFI B, 137 4,074
Other tax recoverables H el Uk e Fi 18 39,733 12,399
Other receivables Hib el I8 12,735 6,953
157,597 62,992
Analysed as: DA
Current mE) 67,074 29,259
Non-current JEME 90,523 33,733
157,597 62,992

Non-current deposits stated on the consolidated
statements of financial position include rental
deposits, deposits paid for acquisition of property,
plant and equipment and deposits in life insurance

policy.
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22.

OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS (Continued)

Note:

The Group has entered into one life insurance policy with
HSBC Life (International) Limited (“HSBC") to insure a
director of the Company. Under this policy, the Group is the
policy holder and a close family member of the director is the
beneficiary and the total insured sum is USD3,500,000. The
Group is required to pay a single premium of USD836,970 to
HSBC. The Group can, at any time, receive cash back based
on the cash value of the policy at the date of withdrawal,
which is determined by the gross premium paid plus
accumulated guaranteed interest earned and minus any
charges made in accordance with the terms and conditions of
the policy. In addition, if withdrawal is made between the 1st
to 15th policy year, there is a specified amount of surrender
charge. HSBC will pay the Group a guaranteed interest rate
of 4.8% per annum for the first year, followed by minimum
guaranteed interest rate of 3% per annum for the following
years.

At the inception date, the gross premium was separated into
deposit placed and prepayment of life insurance premium.
The prepayment of life insurance premium is amortised in
profit or loss over the insured period and the deposit placed is
carried at amortised cost using the effective interest method.
The effective interest rate for the deposit placed on initial
recognition is 2.9% per annum, which was determined by
discounting the estimated future cash receipts through the
expected life of the policy of 30 years, excluding the financial
effect of surrender charge.

As at 31 December 2016 and 2015, the expected life of
the policy remained unchanged from the initial recognition
and the management of the Group considers that the
financial impact of the option to terminate the policies was
insignificant.

22. HthBWFHIE RERFANARK
15 (%)
BIFE

REBAADNG —REEFAELZASRR
(B BRAR ([ERAE|) BEASRE
b o BIZZIRE - $E@%&ﬁA MEE
N—IBRERE AT RREEA
3,500,000% 7T ° KEIAJLEEA?ﬁﬁ
—$RE836,970% 7T - KREBEAIREZND
ASRENERRAMRSEBERLRES &
FEBERE I NOREQENFT R R
IREF B R HBRBIRR B AR AR FrE L
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180

PLEDGED BANK DEPOSITS, SHORT 23. BEBBRTER EHEBTHE
TERM BANK DEPOSITS, BANK o BITERRRE
BALANCES AND CASH
As at 31 December 2016, pledged bank deposits RZE—RF+-_A=+—8 K
represent deposits pledged to banks to secure the RARIOTEFEFEERTRITERREER
bills payable issued by the Group, carried at fixed BZHENENZEEEROER  BEF
interest rate ranged from 1.32% to 1.95% (2015: MENF1.32%E1.95% (ZZF—H
0.30% to 2.53%) per annum. F :0.30%%E2.53%) °
Short term bank deposits comprise bank deposits HHBTEREEREIHA A=
of fixed interest rates at 1.65% (2015: ranging R+ -_AAMEBEEFFEE1.65%
from 1.10% to 3.60%) per annum with an original ZE—RF: N F1.10%%E3.60%)
maturity between three months and twelve months. BIRTTIEFR °
Bank balances and cash comprise cash held by the RITERLEBE2EREASEEFENNR
Group and bank deposits carry at variable interest e RREHNHBE A=A ATHF
rates with an original maturity of three months or BHRTER R_E—XRF+_HA
less. As at 31 December 2016, the variable interest =+—8 " FEFHMENF0.001%
rates ranged from 0.001% to 0.95% (2015: £095% (& — H F£:0.001% 2
0.001% to 0.45%) per annum. 0.45%) °
The Group's pledged bank deposits, short term NI EE BRI EENEEE
deposits and bank balances and cash that are EMAEBEEEFRITER  BEF
denominated in currencies which are not the IRBITESBRIESEWMT -
functional currencies of the relevant group entities
are set out below:
HK$ usbD EUR RMB
BT EH BT ARY
HK$'000 HK$'000 HK$'000 HK$'000
FA&T FHAT FAT FAT
As at 31 December 2016 R=Z—XF
+=A=+—H 242 35,835 178 1,196
As at 31 December 2015 RZZE—FRF
+=A=+—H 1 78,675 894 180,074

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2016



24.

25.

TRADE PAYABLES

The credit period granted by the Group’s creditors
ranges from approximately 1 month to 3 months.
The following is an aged analysis of trade payables

24, ESENRE

AEEBEAGTHNEERNFH—
BAZE=MA - LT REZENKE
MEREDRERFREZTBHZ

presented based on the invoice date at the end of B BRER D AT -
each reporting period:

2016 2015
—®-xF -—T-nf
HK$'000 HK$'000
FHET THETT
0 — 90 days 0-90 H 110,222 115,899
Over 90 days @90 H 3,931 7,914
114,153 123,813

The Group's trade payables that are denominated in
currencies which are not the functional currencies
of the relevant group entities are set out below:

AR EEERIEEBNERE
BENAREEE S EMNFIRRFIMT

usb EUR
ESp &t
HK$'000 HK$'000
FHET FHT

As at 31 December 2016 RIE—RE
+=—HBA=+—H 28,434 108

As at 31 December 2015 R-ZE—HF
+=-A=+—H 33,787 -

BILLS PAYABLE

The bills payable are secured by pledged bank
deposits as set out in note 36. The following is an
aged analysis of bills payable presented based on

25. ENEH

e SRR TS5 LA SE36 P B ) B KA IR
THERIEER - U T RENEBERE
BEHRERFREREL B

the date of issuance of the bills at the end of each HEE B D AT
reporting period:

2016 2015
—E-RE T
HK$'000 HK$'000
FERT FET
0 - 90 days 0-90H 236,383 179,721
91 - 180 days 91 - 180H 77,630 85,204
314,013 264,925
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26.
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BILLS PAYABLE (Continued) 25. BENEE (&)

The Group’s bills payable that are denominated in NIEHEAEE TR

EnEEE

currencies which are not functional currencies of ENAEEEMNERESHIIOT

the relevant group entities are set out below:

usD EUR
Epe BT
HK$'000 HK$'000
FAT FAT
As at 31 December 2016 RIE—XRE
+=A=+—8 55,314 3,438
As at 31 December 2015 R-ZE—hF
+=-A=+—H 49,735 1,909
OTHER PAYABLES AND ACCRUED 26. HttEEMFIERESER
CHARGES
2016 2015
—E-AE —T-RHEF
HK$'000 HK$'000
FET FAT
Accrued staff costs JRE 1T B8 T 55 B 65,259 57,147
Other accruals HibpEzt & H 30,739 27,802
Payables on acquisition of WHEMZE - BFE &
property, plant and equipment AR B IR 39,340 11,850
Receipts in advance TEWRIR 32,130 10,949
Other payables H At fE < 5RIR 33,513 25,757
Total FEE 200,981 133,505
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27.

BANK BORROWINGS

27. $BITER

2016 2015
—NE —AhfF
HK$’000 HK$'000
THER FAT
Unsecured syndicated loan EIKIMEEE D 585,693 258,972
Unsecured bank borrowings BRI TR 7,809 329,185
593,502 588,157
Carrying amount repayable*: JE(BEFIRMREE" :
Within one year —ER 117,587 578,816
More than one year, but not BB —FENEEMT
exceeding two years 3,120 6,223
More than two years, but not BBMEETRBAE
more than five years 472,795 3,118
593,502 588,157
Less: Amounts due within one year or OB BEMRAR
contain a repayment on demand —FAEEXEE
clause shown under current liabilities BRERERIGEROFIE (120,707) (588,157)
Amounts shown under non-current liabilities IEREAEMRZIE 472,795 -
Carrying amount of bank borrowings that AR—FNEERER
are repayable within one year and contain BERERERIGETE
a repayment on demand clause RITRESOEREE 4,689 319,844
Carrying amount of bank borrowings that HBR—FRERE
are repayable more than one year but BERERERIETH
contain a repayment on demand clause RITEFNREE 3,120 9,341
7,809 329,185
* The amounts due are based on scheduled repayment * | EARIBETIRIBEE R HE M E A2

dates set out in the loan agreements.
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27. BANK BORROWINGS (Continued) 27. MITER (&)
During the year ended 31 December 2016, the BE_ZT—R"F+H E—Ij—EIJti
Group entered into a new facility agreement for & o RS B AR PR AR B &R ET MR
an unsecured syndicated loan. The new unsecured ME R - THEERREER EEZlK
syndicated loan is guaranteed by the Company, NARMHER MZEZKE_Z
which is to be repayable by installments from 1 ti_ﬁ AE-_ZT-NF=-H—H
February 2017 to 1 February 2019 and with an SHEE - FRER2.6% N EEAR
interest rate at 2.6% plus Hong Kong Interbank TTH%T)?M ([BERRITEERE]) -
Offered Rate (“HIBOR") per annum.
As at 31 December 2015, the unsecured syndicated ﬁéigfﬂi‘f’:ﬁ =+—H " #K
loan was guaranteed by group companies and the ﬁfﬂ@hm&ﬂﬂ’i@ N RIEREELR - i
loans will be repayable by instalments from 16 July ZEERBEBE=T—MNFELA+H
2014 to 16 July 2016. EZE-RFLATRBOHERER -
The unsecured bank borrowings were guaranteed RIZE-—RFRZZE—HFTA=
by group companies as at 31 December 2016 and +—8 ,m%ﬁ%ﬁﬂﬁﬁfﬂﬁﬁmﬁﬁ EIPN
2015. AR HIEIR
The Group has floating-rate borrowings which carry AEERZEEN  BEBRITAE
interest at HIBOR plus 1.75% to 3.50% (2015: T EIMEFKI75%E3.50% (= F
HIBOR plus 0.80% to 3.50%) per annum. —hF : FERITEEXFE0.80%
£3.50%) 7T & e
The ranges of effective interest rates (which are also AEERBFROERFE (MEERE]
equal to contracted interest rates) on the Group's AT E) SBEWT
borrowings are as follows:
2016 2015
—RE —E—hF
Effective interest rate (per annum): BB (F) FIX
Floating-rate borrowings ERSRI=E N 2.48%-3.72% 1.19%-3.95%

The Group’s bank borrowings that are denominated
in currencies which are not the functional currencies
of the relevant group entities are set out below:

N EEERNEERIUINE
BENAREBRITERIRIIMT

% E

HK$ usbD EUR
BT EpH BT
HK$'000 HK$'000 HK$'000
FHET BT FHT
As at 31 December 2016 E’\‘:E 7N
As at 31 December 2015 b‘/\\:f E’EF
+=—A=+— - 162,637 1,508
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28. OBLIGATIONS UNDER FINANCE

LEASES

28.

Minimum lease payments

BMEEERE

Present value of minimum
lease payments

REAENR BEAENRRE
2016 2015 2016 2015
“E-XE —T-1F CZB-xE C—T-5F
HK$'000 HK$'000 HK$'000 HK$'000
TR FAT TR THL
Amounts payable under BEMEET
finance leases: FERFOE :
Within one year —ER 5411 11,875 5,302 11,427
In the second to fifth year E-EHF
inclusive (BREERMTF) 632 6,043 629 5,931
6,043 17,918 5,931 17,358
Less: future finance charges W RRBERT (112) (560) - -
Present value of lease obligations HEAERE 5,931 17,358 5,931 17,358
Less: Amounts due for settlement 35 : —ERFIEEER
within one year (shown as FIE (MR
current liabilities) BEMR) (5,302) (11,427)
Amounts due for settlement —FRIMEENFE
after one year 629 5,931
Obligations that are repayable BR—FREER
within one year and contain BERENREER
a repayment on demand clause EHMEE - 973

The Group leased certain of its machineries and
motor vehicles under finance leases. The lease
terms ranged from 3 years to 4 years. Interest rates
underlying all obligations under finance lease are
fixed at respective contract dates at 3.75% (2015:
ranging from 3.75% to 4.25%) per annum as
at 31 December 2016. All leases were on a fixed
repayment basis and no arrangement was entered
into for contingent rental payments.

The Group’s obligations under finance leases were
secured by the lessors’ charge over the leased assets
(note 16).

AEFERBERHEFSHEBAE THER
RE FEMNTIFE4F - AR
EHEAEMNHEBFN RO ESENA
HBEHEE R X~E+-A=
+—H  FFEEREITIS% (ZE—H
FNF3.75%F4.25%) - TBEHE
HUETEERBERE  RWELKLA
S FRET L HE

AEENRERERETALEBAY
MEEEMNMCERR (IE16)
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DERIVATIVE FINANCIAL INSTRUMENTS 29.

TTE€mIA

2016 2015
T—NF —E-hF
HK$'000 HK$'000
FET FAT
Financial assets cREE
Call option RHE A 12,811 1,046
Financial liabilities tREE
Put option Rt HARE (4,780) (323)
Call option of Charming Elastic FEBESNREEE

Pursuant to the Charming Elastic Shareholders’
Agreement (note 18), the Group was granted the
right to acquire an additional 11% equity interest
of Charming Elastic from the Majority Shareholder
should Charming Elastic meet certain financial
performance target during the 18 months ending
30 June 2017 or 36 months ending 31 December
2018. The call option is recognised as a derivative
financial instrument at fair value through profit or
loss by the Group. The gain on fair value change
of such call option of HK$11,765,000 (2015:
HK$86,000) for the year ended 31 December 2016
was recognised in profit or loss as other gains or
losses as set out in note 8.

Put option of Charming Elastic

Pursuant to the Charming Elastic Shareholders’
Agreement (note 18), subject to and conditional
upon the Group becoming the Majority Shareholder
of Charming Elastic, the other shareholder of
Charming Elastic is entitled the right to exercise its
option to require the Group to buy out all or part
of the issued shares of Charming Elastic held by the
other shareholder at any time during the period of
two years from 1 July 2020 to 30 June 2022 at a
price set out in the Charming Elastic Shareholders’
Agreement. The put option is recognised as a
derivative financial instrument at fair value through
profit or loss by the Group. The loss on fair value
change of such put option of HK$4,457,000 (2015:
HK$6,000) for the year ended 31 December 2015
was recognised in profit or loss as other gains or
losses as set out in note 8.
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30.

DEFERRED TAXATION 30. EZEFIE
The following is the major deferred tax assets NTARAFERAEFENEERD
(liabilities) recognised and movements during the ERELHREELE (ARE) REH -
current and prior years.
Deferred Allowance  Allowance
government  Capitalised for for doubtful
grants finance cost  inventories debts Total
BERR &AL
Bpe  RMERA  FERE  REREG &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAn TAT TAR TAR TEL
At 1 January 2015 RZZ-1E
—-A-B 2,052 (3,491) 4,611 450 3,622
(Charged) credited to profit or loss (note 13) B (k) 3
(F313) (279) 184 - - (95)
Exchange adjustments AR (103) 232 311 (26) (208)
At 31 December 2015 RIE-1%
TZA=t-H 1,670 (3,075) 4,300 424 3319
Credited (charged) to profit or loss (note 13) MR A (%)
(FzE13) 290 173 (2310) (103) (1,950)
Exchange adjustments EREE (120 188 (532) (39) (502)
At 31 December 2016 R-E-7F
+ZA=1-H 1,840 (2,714 1,458 283 867

The above deferred tax assets and liabilities
have been offset for presentation purpose in the
consolidated statements of financial positions.

Withholding tax is imposed on dividends declared
in respect of profits earned by the PRC subsidiaries
from 1 January 2008 onwards. Under the EIT Law,
deferred tax liabilities have not been provided for in
the consolidated financial statements in respect of
temporary differences attributable to accumulated
profits of the PRC subsidiaries amounting to
HK$912,166,000 as at 31 December 2016 (2015:
HK$694,948,000), as the Group is able to control
the timing of the reversal of the temporary
differences and it is probable that the temporary
differences will not reverse in the foreseeable
future.

BREEERERAR/ —E—REFR

MEHRMS - LARERBEERE
EERGRE BN REH

BE-ZZTN\F—HA—HE vRNEB
X R AT R B A1) =K A% B 78 55 4N
AR - MBOEMSEE - ARA
E@EA G B REEEEANER
mABBREEZEN RERTEDT
RO RYERGET BRI
FEMNBATNR -_Z—XNF+_A
Z+t—BMEaFEENERZE
%4912,166,000% 7T (—Z & — R F :
694,948,000/ 7T) fELIEERIBEAE
B o
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31.
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DEFERRED TAXATION (Continued) 30.

The Group had unused tax losses of approximately
HK$2,854,000 as at 31 December 2016 (2015:
HK$3,465,000). No deferred tax assets have been
recognised in respect of the unused tax losses due
to the unpredictability of future profit streams of
respective group entities. The tax losses may be
carried forward indefinitely.

SHARE CAPITAL 31.

The detailed movements of the Company’s share
capital is set out below.

EAERLE ()

R-E—RE+-_A=+—8 K&
B W R B) AT 1B 40 &2,854,0008
7T (ZZ —F%F : 3,465,000 T) °
ARESEBRETBNARREFRATA
TR MU EBREEARARIE
EEMNEERBEE - HIBEBEXA
PR ERAEEE o

&N
ARTRAMEBFERIIWT -

Number of
shares Amount
RAEE kit
HK$ HK$'000
BT THL
Ordinary shares of HK$0.01 each BREEO Bz L@k
Authorised: EE
At 1 January 2015 and 31 December ~ RZZE—HF—A—HR
2015 and 2016 “E-RERIERF
+-A=1t-H 50,000,000,000 500,000,000 500,000
Issued and fully paid: BEITRARE
At 1 January 2015 RZE-RF—A—H 1,018,778,000 10,187,780 10,188
Issue of shares upon exercise of RITEERER BTG
share options (Note a) (FizEa) 2,498,000 24,980 25
At 31 December 2015 RZE-RF+-A=1—H 1,021,276,000 10,212,760 10,213
Issue of shares upon exercise of RITER R BTG
share options (Note b) (Hi3Eb) 7,505,000 75,050 75
At 31 December 2016 R-ZB-A"E+=A=1+—-H 1,028,781,000 10,287,810 10,288

All shares issued rank pari passu with other existing
shares in all aspects.
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31.

SHARE CAPITAL (Continued)

Notes:

(a)

On 3, 10, 17 and 24 June 2015, 8 July 2015, 26
August 2015, 14 October 2015 and 22 October
2015, the Company issued 508,000, 748,000,
188,000, 600,000, 166,000, 100,000, 100,000 and
88,000 shares respectively upon the exercise of share
options by a director and certain employees.

On 14 January 2016, 13 and 28 April 2016, 18, 23,
24 and 27 May 2016, 1, 2, 8, 21 and 28 June 2016,
5, 6 and 15 July 2016 and 28 and 29 December
2016, the Company issued 600,000, 66,000, 88,000,
134,000, 456,000, 240,000, 1,000,000, 900,000,
1,550,000, 110,000, 149,000, 282,000, 302,000,
962,000, 265,000, 201,000 and 200,000 shares
respectively upon the exercise of share options by a
director and certain employees.

31.

B (&
GEX

(a) R-E—RAFA=H ~A+tH"
NATHtERASAAZtTIAE s —ZZE—
AE+ANR —E—RENA=+
AR ZE-AF+ATHEAR-E
—HAFTA=-+=—H AAFR—
BEERETRETEERER DRI
77508,0000% * 748,000/% * 188,000
% ~ 600,000/% + 166,0004% - 100,000
% ~ 100,0000% 52 88,000 %15 °

(b) R-E—R"F—A+MNE - —T—XF
MA+=BEMA=-+/N\B  —ZT—X
FRA+N - BEAZ+=B- - RA=+
MERAA-++H ZE—R"F~A
—H ~AZH ~ANH ~AZTF
—BEANAZ+TNH - —E—XFtA
AH - tARNEEEATHBUE-ZE
—NFt+Z At \BHETZ-ZA=-+h
B ARER—NEZERETEETE
& i # 1% %5 51 3£ 17600,0000% + 66,000
f% - 88,000/% * 134,000/% + 456,000
f% ~ 240,0000% * 1,000,000% -
900,0000% ~ 1,550,000/% - 110,000
M% ~ 149,000% - 282,000/% ~ 302,000
fi% ~ 962,0008% * 265,000/% + 201,000
[i% F2.200,0008% A% 17
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RETIREMENT BENEFITS PLANS

The Group operates a Mandatory Provident Fund
Scheme (“MPF Scheme”) under the rules and
regulations of the Mandatory Provident Fund
Schemes Ordinance for all qualifying employees in
Hong Kong. Contributions are made based on a
percentage of the employees’ salaries with a cap of
HK$1,500 per month per employee starting from
1 June 2014 and are charged to the consolidated
statement of comprehensive income as they
become payable in accordance with the rules of
the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in
an independently administered fund. No forfeited
contribution is available to reduce the contribution
payable in the future years as at 31 December 2016
and 2015.

The Company’s PRC subsidiaries are required to
make contributions to the state-managed retirement
schemes operated by the local governments based
on certain percentage of the monthly salaries of
their current employees to fund the benefits.

The only obligations of the Group with respect to
the above defined contribution retirement benefits
schemes are to make the required contributions
under the respective schemes.

During the year ended 31 December 2016, the total
costs charged to profit or loss are approximately
HK$32,839,000 (2015: HK$24,998,000),
representing contributions paid/payable to the
above defined contribution retirement benefits
schemes.
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33.

SHARE-BASED PAYMENTS

The Company’s Pre-IPO share option scheme (the
“Pre-IPO Share Option Scheme"”) and share
option scheme (the “Share Option Scheme”)
were adopted pursuant to a resolution passed on
8 May 2014 for the primary purpose of providing
incentives to directors and eligible employees, and
will expire at the end of five years and ten years
from the date of grant of respective share options
for Pre-IPO Share Options Scheme and the Share
Option Scheme, respectively.

For the Share Option Scheme, no share option was
granted since its adoption.

At 31 December 2016, the number of shares in
respect of which options had been granted and
remained outstanding under the Pre-IPO Share
Options Scheme was 11,027,000 shares (31
December 2015: 18,532,000 shares). The maximum
number of shares of the Company which may be
issued upon exercise of all options granted under
the Pre-IPO Share Option Scheme is 30,000,000
shares.

33.

R HBERB M

BER-_Z—HFHAN\BRBHR
BERAARRRERAFREENBK
e E ([BEROMBENBRES
B ) MERkERTE ([BRERtE]) -
ITEREFNAERERRMME
I B AS R B IR A 3B A B U T
2 MBI SR b BB BAER
HERFE R TR -

PLEBERTEIM S -
RO BE -

B H KRR R &

RNR—_ZE—-—XRNFE+-_A=+—H8 #H
BEBALAHEENBERETECD
BHMEARITEOBERESENRG
218 A11,027,000lHh (ZE— &
F+ -8 =+—H:18,532,0000%
BER) o RIEE XA EE R B E
R EREREREITFER
RETHERAEBENARE RN A
30,000,0000% i 15 °
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33. SHARE-BASED PAYMENTS (Continued)

192

The table below discloses movement of the
Company’'s share options granted under the Pre-
IPO Share Option Scheme during each of the years

33. URDARERHN (&)

TREEHZE T —AHAFR_T—X
F+_A=Z+—HIFESFRARE
BAAFBEENBRETERERNAR

ended 31 December 2015 and 2016: NRIERE B E)
Redlassified
under
different
Cancelled  categories
Exercised  during the during Exercised
1 January during year the year 31 December during 31 December
2015 the year (Note a) (Note b) 2015 the year 2016
ERRE
TRER —B-1f B
—B-%E EREFE  ENAE t=H o
-B-B ERETE  (WEa) (WEb)  =t-A  EREAE =1-A
Number of share options RETERRERE
outstanding:
- Directors of the Company NG
(Notes ¢ & d) (k) 11,000,000 (600,000)  (5,000,0000 2,000,000 7,400,000  (3,400,0000 4,000,000
- Employees -8 15,030,000  (1,898,000) - (2,000,000) 11,132,000 (4,105,000 7,027,000
26,030,000 (2,498,000)  (5,000,000) - 18,532,000  (7,505,000) 11,027,000
Number of share options AFRRESR
exercisable - 1,708,000 512,000
Notes: B
(a) During the year ended 31 December 2015, 5,000,000 (a) BE—_ZT—hF+-_A=+—HILF
share options of the Company previously granted &+ SRR T 5R 55 £ #95,000,00017
to Mr. Zhang were cancelled. Mr. Zhang has not RARBRED TN - REERED
exercised any of these share options since the date of A EADAZR I AT 2 SRR - B
grant and had not received any remuneration paid or Mmoottt B AN S BRI A2 SR
payable by the Group in this regard. i o
(b) Ms. Zheng was appointed as an executive director (b) B+t ER—_E—RF+—A=+=
on 23 November 2015 and her share options HEZAARN{TES  HARRIE
as previously classified under the category of [EE | R o r B iR iR |
“Employees” were re-classified under the category of E]ERERHLE -
“Directors”.
© The Group has recognised share-based payment (0) REEEREBEEZZT—"F+=-A=
expenses of HK$840,000 (2015: HK$1,324,000), T—HILEFEZEZAN DRH®E
HK$840,000 (2015: HK$1,324,000) and HK$560,000 Tk REERBL L 7 BRER
(2015: HK$882,000) in profit or loss during the RS B E A S & F 840,000
year ended 31 December 2016 in relation to the B m (= E — 7 F:1,324,000%8
share options of Mr. Lu, Mr. Wu and Ms. Zheng, JT) * 840,000/ T (=T — A F:
respectively. 1,324,000/% 7T) %560,000/% 7T (=
T —F4F : 882,000/ 7T)
(d) The Group had recognised share-based payment (d) REBEEREBE-_ZT—RF+=-A=
expenses of HK$2,206,000 in profit or loss during F+—HIEFEZBEA @ REFHEE
the year ended 31 December 2015 in relation to the BREERUARO AERNSNER

share options cancelled.

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2016

\N
N S
o
o
3
\O‘\
OF
o



33.

SHARE-BASED PAYMENTS (Continued)

During the year ended 31 December 2016, the
weighted average closing price of the Company’s
shares at the date on which the share options were
exercised by three Directors was HK$4.90 (2015:
HK$3.90) per share.

During the year ended 31 December 2016, the
weighted average closing price of the Company’s
shares at the dates on which the share options were
exercised by employees of the Group was HK$5.30
(2015: HK$3.85) per share.

The share options granted under the Pre-IPO Share
Option Scheme are subject to the vesting period as
to 20%, 30% and 50% of the aggregate number
of shares underlying the option on the date of
the first, second and third anniversary of the date
of grant of such options respectively. The exercise
period of these share of options is from 19 May
2015 to 19 May 2019.

Share options were granted on 19 May 2014 with
exercise price of HK$1.075 per share. The fair
value of the options determined at the date of
grant using the Binomial option pricing model was
HK$33,640,000.

33.

RGO HBER M (#)

HE-_Z—X"E+-_A=+—HItF
B ARRBRHNBREE=FRES
THEEENNEFHRTEASR
49087 (ZZT—FH%EF : 3.90/87T) °

HE-_Z—X"E+-_A=+—HItF
E ARRBRHONBRIEERERS
TIFEERBZIMEFHRTEATR
530870 (ZZE—HA%F : 3.8587T) °

BRIEE XA ARBSITERETEIREY
ZEREBES AR ZERERER
HHE:E—  F_RFE=ZFEFEHRE
RAR (D 48 8L E #920% ~ 30% K 50% 5%
B ZEERENTEHA-Z—1
ERA+TINBE-ZE—AEREA TN
E| °

BERER-_ZE—NFRATLER
d o ITEBAFSK1.0758 T - R
EAAETEREANKREBHETDN
B HE 2 N F{E 533,640,000/ 7T ©
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SHARE-BASED PAYMENTS (Continued)

The following assumptions were used to calculate
the fair values of share options at the date of grant
on 19 May 2014:

LXHQ@%E@E’\JS‘ZN (#)

ANMREARAER-_T—NFAHA
THhBERONEBEEZ A $TE

Spot price per share on grant date R BN ERIEE HK$2.150
2.150%8 7T
Exercise price 1TEE HK$1.075
1.07587T
Life to expiration (Note a) fEmE A (Mista) 5 years
54F
Expected volatility (Note b) TEHR IR (BsEb) 42.80%
Dividend yield A% S 2 5 0.00%
Risk-free interest rate (Note c) mERAE (FiFEc) 1.202%
Notes: BsE
(a) Life to expiration: Being the period of 5 years (a) fEmEE - BRI 2 & KV IR
commencing on the date of grant based on the i B HARR AT S 6 AR -
contractual terms of the share options.
(b) Expected volatility: Estimated based on the daily stock (b) TEHRR IR « ER4M AT & bR A El
prices of 4 comparable companies for a period equal HERERESZMER ZEmEH

to the life to expiration as of the valuation date.

(0 Risk-free interest rate: Being the yield of Hong Kong
Exchange Fund Notes with a maturity life equal to
the life to expiration of the valuation date.

The Binomial option pricing model has been used
to estimate the fair value of the options. The
variables and assumptions used in computing the
fair value of the share options are based on the
directors’ best estimate. Changes in variables and
assumptions may result in changes in the fair value
of the options.

At the end of each reporting period, the Group
revises its estimates of the number of options that
are expected to vest ultimately. The impact of the
revision of the estimates, if any, is recognised in
profit and loss, with a corresponding adjustment to
the share options reserve.

The share-based payments of HK$6,015,000 (2015:
HK$11,680,000) for the year ended 31 December
2016 is recognised in profit or loss (included in
administrative expenses).
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34.

OPERATING LEASE COMMITMENTS
The Group as lessee

At the end of the reporting periods, the Group had
commitments for future minimum lease payments
in respect of office and factory premises, warehouse

34.

RERERE

REBEREEA

R EMEERE - NREBERTA
BMEEEHERTHRAZELBEY
X RERBIBSAERRRKEHE

and staff quarters rented under non-cancellable E&E > FEHBMT
operating leases which fall due as follows:

2016 2015
—E-XRE —E—RFE
HK$'000 HK$'000
FHET FAET
Within one year —FRN 7,116 13,671
In the second to fifth year inclusive FIERF (BIEEERT) 3,927 12,018
11,043 25,689

Leases for office premises, warehouse and staff
quarters are negotiated for an average term of
three years and rentals are fixed for an average
term of three years. A lease for factory premises
was negotiated for a term of three years.

KRBEOMIENE REKRETITRE
SNHEOFHMRA=F HeXF
R =FARETE - BEWENHE
HWHRBER=F °
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35. CAPITAL AND OTHER COMMITMENTS

196

35. EXRK HAMAEE

2016 2015
—E-RE —T-RF
HK$'000 HK$'000
FHET FAT
Capital expenditure in respect of the BEAREME  BE
addition of property, plant and equipment REHEETHE
contracted but not provided for ABHENERNE X 486,041 51,793
Capital expenditure in respect of the BEAEHEE TR
addition of leasehold land contracted SHESIEESE L1
but not provided for BEARFY 20,365 -
Capital contribution to a partnership (Note a) A& EATLTFE (Mitta) 41,341 -
547,747 51,793

Notes:
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The investment in a partnership is recognised as an
available-for-sale financial asset in the consolidated
statement of financial position as at 31 December
2016 (note 19).

As disclosed in the Company’s announcement dated
22 December 2016, Dongguan BPT and seven
independent third parties entered into an agreement
in relation to the formation of a company to be
established in the PRC (“the Investee”) to engage
in insurance business and related financial activities
in the PRC. Pursuant to such agreement, Dongguan
BPT has agreed to make a capital contribution of
RMB140,500,000 (equivalent to approximately
HK$ HK$158,765,000) in return for approximately
7.022% equity interest in the Investee. As at the date
of this report, formation of the Investee is subject
to the approval from China Insurance Regulatory
Commission.

B RE -
(a)

REBRANKREE_T—RNE+—
A=1+—BMERa AR RAHER
RAHRHESRMEE (MFE19) -

HIMARBBEHAE-ZT— X NF+_A
“T-HHRAEMEE  RxlBiH
tE2BIE=ZAHI— D

SEBAETEAZAR ([HEREA
) UIER B SRR TS A
WISES - RIBEZE - REBAD
[ Z & AR #140,500,0007T (18
Z£FA49158,765,000087T) - B
WERAIHET.022%H Bk - DA
S HH - KFIRE R RALHER
REEERLE e E -



36.

37.

38.

PLEDGE OF ASSETS 36. IEHEE
At the end of the reporting period, the Group RpEHREERE  AEFEERET
has pledged certain pledged bank deposits and EEBPRITEFERAEDE  BKE KK
property, plant and equipment to secure the bills B EAAEEZRLEMNEMNEE KR
payable issued by the Group and finance lease EHEEAEMER - BHHEENERR
obligations. The carrying amounts of the assets BHEYNT
pledged are as follows:
2016 2015
—EB-RE —E—hF
HK$’000 HK$'000
FHExT FHET
Pledged bank deposits EHERIRITER 61,610 37,647
Equipment B 37,105 50,965
98,715 88,612
FINANCIAL GUARANTEE AND 37. MBERRIAREE
CONTINGENT LIABILITIES
The Group does not have any contingent liability so AEEHMEREEEMASASE T
far as the management is aware that is pending or Al R BIEARSCE E AR B M E A =X
threatened by or against companies of the Group. NBIE -
CAPITAL RISK MANAGEMENT 38. EXERER

The Group manages its capital to ensure that it
will be able to continue as a going concern while
maximising the return to shareholders through the
optimisation of the debt and equity balance. The
Group's overall strategy remains unchanged from
prior year.

The capital structure of the Group consists of debts,
which mainly include bank borrowings as disclosed
in note 27 and equity attributable to owners of the
Company, comprising share capital disclosed in note
31 and reserves.

The management reviews the capital structure
by considering the cost of capital and the risks
associated with each class of capital. In view of this,
the Group will balance its overall capital structure
through the payment of dividends, new shares issue
as well as the issue of new debt or the redemption
of existing debts.

o4 82 B T AR DA AR L35 B 40
EREEE - R EBECEERR
I B4 92 5 P R 1 9 - AR LA B
AR F—EEARLL R TE -

AEBEEARRBEBREER (RFERH
AE27FT B M IRITRE ) A KRR AT
A ARIGRBE (BHREMENMEE
R B B )

EEELKEEESNANELZEEN
HRANERBRTEARE - BER
o NEESEBRNRE - BITH
BA R B ATHT BT S B MR B B A
FEHERBENRERE -
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FINANCIAL INSTRUMENTS 39, @I H
Categories of financial instruments SRIAER
2016 2015
—E-RF “E—AhF
HK$'000 HK$'000
FET FET
Financial assets SRVEE
Loans and receivables BN EWZIE (B3E
(including cash and cash equivalents) HeRIBSZEY) 1,086,947 1,401,117
AFS financial assets AREESREE 28,434 2,522
Financial assets at FVTPL FBBREATE
AENSREE
— derivative financial instrument — &R T A 12,811 1,046
Financial liabilities SREE
Financial liabilities measured at L HR AR GT 2R
amortised cost SRAE 1,199,024 1,090,282
Financial liabilities at FVTPL FBBREATE
AENCREaE
— derivative financial instrument —TESmI A 4,780 323
Financial risk management objectives and BEEREEEERBE

policies

The Group's major financial instruments include AFS
financial assets, derivative financial instruments,
trade and bills receivables, other receivables and
deposits, amount due from a joint venture, amounts
due from a related company, pledged bank
deposits, short term bank deposits, bank balances
and cash, trade payables, bills payable, other
payables and accrued charges, amount due to a
joint venture and bank borrowings. Details of these
financial instruments are disclosed in respective
notes. The risks associated with these financial
instruments and the policies on how to mitigate
these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely
and effective manner.
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39.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk
Interest rate risk

The Group is mainly exposed to cash flow interest
rate risk in relation to variable-rate bank borrowings
and bank balances, and fair value interest rate risk
in relation to fixed-rate pledged bank deposits,
short term bank deposits and obligations under
finance leases.

The Group currently does not have interest rate
hedging policy. However, management closely
monitors its exposure to future cash flow risk as a
result of change on market interest rate and will
consider hedging changes in market interest rates
should the need arise.

The Group's exposures to interest rates on financial
liabilities are detailed in the liquidity risk section of
this note. The Group’s cash flow interest rate risk
is mainly concentrated on the fluctuation of HIBOR
plus a spread arising from the Group’s variable-rate
borrowings.

Sensitivity analysis

The sensitivity analysis below has been determined
based on the exposure to interest rate risk on bank
borrowings. The sensitivity analysis is prepared
assuming the bank borrowings outstanding at the
end of the reporting period were outstanding for
the whole year. No sensitivity analysis is provided
on bank balances as the management of the Group
considers that the interest rate fluctuation on bank
balances is minimal.

A 50 basis point increase or decrease is used in the
sensitivity analysis, which represents management'’s
assessment of the reasonably possible change in
interest rates. If the interest rate had been 50 basis
point higher/lower and all other variables were
held constant, the Group’s post-tax profit for the
year ended 31 December 2016 would decrease/
increase by approximately HK$2,478,000 (2015:
HK$2,456,000) after taking into account of interest
capitalisation.
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39.

FINANCIAL INSTRUMENTS (Continued) 39. T H (&)
Financial risk management objectives and MRRAREEREREE (&)
policies (Continued)
Market risk (Continued) SRR (&)
Currency risk BmEE
Certain trade receivables, trade payables, bank HETESRKFIE BESEMNIE -
balances and cash, and bank borrowings are RITESRKEIBE A RIEITERB LA
denominated in foreign currencies other than the HEBEERNY BB AININEGE
functional currency of the relevant group entities, B EHRAEEELYINERER - A&
which expose the Group to foreign currency risk. B SN EOREGR o AT EIRE
The Group does not have a foreign currency EEONERR - WAENEERE R
hedging policy. However, the management monitors REE RSN e e
foreign exchange exposure and will consider
hedging significant foreign currency exposure
should the need arise.
The carrying amounts of the Group’s foreign AEFEUIINETENEBEERAR
currency denominated monetary assets and RRERRERSOEEBENT
liabilities at the end of the reporting periods are as
follows:
Assets
BE
2016 2015
ZE-ARF —T—hF
HK$'000 HK$'000
FET FAT
Euro (“EUR") against HK$ BT (&Il )2 AT 261 1,002
Renminbi (“RMB") against HK$ AREB (AR 38T 1,196 180,077
United States Dollar (“USD") against HK$ Erx (£ BT 295,656 304,610
Vietnam Dong (“VND") against USD Mg ((HEE]) KET 117 -
Liabilities
afE
2016 2015
—E-RE —E-1F
HK$'000 HK$'000
FET FAT
EUR against HK$ BT BT 3,546 3,417
RMB against HK$ ARBH BT a1 -
USD against HK$ EIh 83,748 246,160
VND against USD MEERET 1,815 -
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39.

FINANCIAL INSTRUMENTS (Continued) 39. T H (&)
Financial risk management objectives and BREREEEERBER (£)
policies (Continued)
Market risk (Continued) msE R (&)
Currency risk (Continued) Bmp (&)
The carrying amounts of foreign currency R BRI A RE - AN ENE
denominated intra-group balances which have been ARRIMESRNREESRYIOT
eliminated in the consolidated financial statements BAEBRODREEEAARENE
of certain subsidiaries of which the functional T B AR A ISR A
currency is RMB at the end of the reporting period
are as follows:
Amount due (to) from
group entities
(FEf) Bl EEERNE
2016 2015
—E-XRE “E—hF
HK$'000 HK$'000
FTEx THET
HK$ against RMB BITHLARKE 423,427 365,117
Sensitivity analysis HBNE ST

Since the exchange rate of HK$ is pegged with
USD, the Group does not expect any significant
movements in the USD/HK$ exchange rates.
Therefore, the following sensitivity analysis does not
include the effect between USD and HK$.

MRNBTTEE TS - AREBEHE
T BERY EEMERES
It NSRS AT I B R R T A
BILNEE -
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Currency risk (Continued)
Sensitivity analysis (Continued)

The following table details the Group’s sensitivity
to a 10% increase and decrease in the functional
currency of the respective group entity against
relevant foreign currencies and all other variables
were held constant. 10% is the sensitivity rate used
by management in the assessment of the reasonably
possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign
currencies denominated monetary items and
intragroup foreign currency balances and adjusts its
translation at the period end for a 10% change in
foreign currencies rates. A positive number below
indicates an increase in post-tax profit for the year
where foreign currencies strengthen 10% against
functional currency (HK$ or RMB or USD) of the
respective group entity. For a 10% weakening of
foreign currencies against functional currency (HK$
or RMB or USD) of the respective group entity there
would be an equal and opposite impact on the
result for the year.
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SRR (&)

BRI (2)

R NES T (4B)

TRFLIAEEHSEBRETRE
W MR INE FH K1 0% IO B RRE - T
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B EHER AT eSS B AU L
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EEERNEEE (BT AR
FETT) FHE10%F K F E BT 1% m F
RN - INE N REBERNEER
(B AR®SHZETT) BRE10% Y
REREEEEXHRARERHFE -

2016 2015
—B-RE —E-RHF
HK$'000 HK$'000
FEx FAT

Increase (decrease) in post-tax profit REEBTBEFEM

for the year CR)

Foreign currency against HK$ HNEE ST 17,517 19,715
Foreign currency against RMB HNEE AR BE 34,197 30,062
Foreign currency against USD HNEE T (132) -

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent currency risk as the
exposure at the end of the reporting period does
not reflect the exposure during the year.
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39.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Other price risk

The Group is exposed to equity price risk through its
available-for-sale financial assets (i.e. unit trusts) and
derivative financial instrument. The management
manages this exposure by reviewing the investments
performance regularly.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to equity price risks at the
end of the reporting period. For sensitivity analysis
purpose, the sensitivity rate is 10% for both years.

If the prices of the available-for-sale financial assets
had been 10% higher and all other variables
were held constant, the Group's investment
revaluation reserve would increase approximately
by HK$274,000 (2015: HK$252,000) for the year
ended 31 December 2016 as a result of the changes
in fair value of available-for-sale financial assets. If
the prices of the available-for-sale financial assets
had been 10% lower and all other variables were
held constant, the Group’s profit for the year ended
31 December 2016 would decrease approximately
by HK$539,000 (2015: HK$731,000) (including the
cumulative fair value loss of HK$265,000 (2015:
HK$479,000) to be recycled from the Group’s
investment revaluation reserve) as a result of the
relevant impairment loss.
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk

As at 31 December 2016 and 2015, the Group’s
maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to
discharge obligations by the counterparties as at the
end of reporting period are arising from the carrying
amount of the respective recognised financial assets
as stated in the consolidated statement of financial
position.

In order to minimise the credit risk, the
management of the Group has delegated a team
responsible for determination of credit limits, credit
approvals and other monitoring procedures to
ensure that follow-up action is taken to recover
overdue debts. The Group reviews the recoverable
amount of each individual debt at the end of
each reporting period to ensure that adequate
impairment losses or allowances are made for
irrecoverable amounts.

The credit risk for pledged bank deposits, short
term bank deposits and bank balances is considered
as not material as such amounts are placed in banks
with high credit ratings assigned by international
credit-rating agencies or state-owned.

Other than concentration of credit risk on liquid
funds which are deposited with several reputable
banks, the Group had concentration of credit risk
on trade receivables as 9.0% (2015: 14.5%) of the
total trade receivables were due from the Group’s
largest customer based in Hong Kong and 32.2%
(2015: 26.2%) of the total trade receivables were
due from the Group’s largest five customers, which
were mainly based in the PRC, Sri Lanka and Hong
Kong, as at 31 December 2016.
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39.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Liquidity risk

In the management of liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the operations and mitigate the effects of
fluctuations in cash flows. The Group relies on bank
borrowings as a significant source of liquidity. The
management monitors the utilisation of borrowings
and ensures compliance with loan covenants.

The following tables detail the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The tables have been drawn up based
on the undiscounted cash flows of financial
liabilities based on the earliest date on which the
Group can be required to pay. Specifically, bank
borrowings and obligations under finance leases
with a repayment on demand clause are included in
the earliest time band regardless of the probability
of the banks or financial institutions choosing to
exercise their rights. The table includes both interest
and principal cash flows.

To the extent that interest flows are floating rate,
the undiscounted amount is derived from the
interest rate at the end of the reporting period.
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39. FINANCIAL INSTRUMENTS (Continued) 39. €W I A (&)

Financial risk management objectives and MRRAREEREREE (&)
policies (Continued)
Liquidity risk (Continued) HEEZ R (&)
Liquidity tables REBEEH
Carrying
Weighted ~ Repayable amount at
average  on demand Between Total  the end of
effective  orwithin 3 months to Between undiscounted the reporting
interest rate 3 months Tyear 1to5years  cash flows date
REXS REERE
nE¥s3 AR =fAZ AERRE  AREN
ERAE & £ -EERF  REAR A

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TR T TEL TEL

At 31 December 2016 RZE-AE+ZB=1-A

Non-derivative finandial liabilities ~ T4 4REE

Trade payables BHEMFE - 114,153 - - 114,153 114,153

Bils payable Efizg - 36383 77,630 - 0B 314013

Other payables and acrued charges 240 ERZUBREAER - 168,851 - - 168,851 168,851

Amount due to a joint venture EfSEMETE - 8,505 - - 8,505 8,505

Bank borrowings - variable rate RITED - IBF% 3.17% 64,794 56,985 505,825 627,604 593,502

Obligations under finance leases HERERE 3.75% 2450 2,961 632 6,043 5,931
595,136 137,576 506,457 1,239,169 1,204,955

At 31 December 2015 RZE-1%+-A=1+-R

Non-derivative financial liabilities ~ {74 4REE

Trade payables LoERNTE - 123,813 - - 123813 123,813

Bils payable ERZH - 85,204 -9 64

Other payables and accrued charges BB SR R fEHE R - 110,642 - - 110,642 110,642

Amount due to a joint venture ERAEMETTE - 2,745 - - 2,745 2,745

Bank borrowings - variable rate RITED - 78H% 2.68% 401,978 191,507 - 503,485 588,157

Obligations under finance leases REMERE 3.78% 3,695 8,168 6,043 17,906 17358

822,594 284,819 6,043 1113516 1,107,640
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39.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued)
Liquidity tables (Continued)

The amounts included above for variable interest
rate instruments for non-derivative financial
liabilities are subject to change if changes in variable
interest rates differ to those estimates of interest
rates determined at the end of the reporting period.

As at 31 December 2016, the aggregate
undiscounted principal amount of bank borrowings
with repayment on demand clause amounting
to HK$7,809,000 (2015: HK$329,185,000) and
obligations under finance leases with repayment
on demand clause amounting to HK$nil (2015:
HK$973,000) are included in “Repayment on
demand or within 3 months” time band in the
above maturity analysis. Taking into account the
Group’s financial position, the management of
the Group does not believe that it is probable that
the banks or financial institutions will exercise
their discretionary rights to demand immediate
repayment. The management of the Group believes
that such bank borrowings and obligations under
finance leases will be paid in accordance with
the scheduled repayment date set out in the loan
agreements.
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FINANCIAL INSTRUMENTS (Continued) 39. €@TH (&)
Financial risk management objectives and MRRAREEREREE (&)
policies (Continued)
Liquidity risk (Continued) B EER (&)
Liquidity tables (Continued) nEEEE (&)
For the purpose of managing liquidity risk, the REBRDESRKRME BEER
management reviews the expected cash flow BHEMEAEEERS (W TR
information of the Group’s bank borrowings &) BEAEERTERLBERE
and obligations under finance leases based on EENTERRSREER
the scheduled repayment dates set out in the
agreement as set out in the table below:
Carrying
amount at
Weighted Total  the end of
average Within 3 months to 1yearto undiscounted the reporting
interest rate 3 months 1 year Syears  cash flows period
RER RREEE
il 337 =Rz RehE GREH
kS =R - -FEEF hg REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% Fin TiEn TiEn Tin Tin
Bank borrowings BTER
As at 31 December 2016 R_E-7"E+-A=1-H 3.14% 1,735 3,131 3,263 8,129 7,809
As at 31 December 2015 RZE-RETZA=1-H 1.67% 184,786 137,31 9,970 332,077 329,185
Obligations under finance leases ~ BAEHREANE
As at 31 December 2015 RZE-RETZA=1-H 3.78% 544 i - 985 973
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39.

FINANCIAL INSTRUMENTS (Continued)

Fair value measurement

Fair value of the financial assets and liabilities that
are measured at fair value on a recurring basis

Some of the Group’s financial assets and liabilities
are measured at fair value at the end of each
reporting period. The following table gives
information about how the fair values of these
financial assets are determined (in particular, the
valuation technique(s) and inputs used), as well as
the level of the fair value hierarchy into which the
fair value measurements are categorised (levels 1 to
3) based on the degree to which the inputs to the
fair value measurements is observable.

o Level 1 inputs are quoted prices (unadjusted)
in active markets for identical assets that the
entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted
prices included within Level 1, that are
observable for the asset, either directly or
indirectly; and

o Level 3 inputs are unobservable inputs for
the assets.
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FINANCIAL INSTRUMENTS (Continued)
Fair value measurement (Continued)

Fair value of the financial assets and liabilities that
are measured at fair value on a recurring basis
(Continued)

Fair value as at 31 December
REZA=+-AHATE  Fair value
2016 2015

(1) Avallableforsale ~ Unittrust-  Unittrust-  Level2  Based on fair value of underlying assets
and liabilities which are subsequently
(see note 19) derived from level 1 inputs.
(1) fiEeREE BURX-  BufR- S REEPAERARNATEET A
BEREE-REAZE
() Derivative financial ~ Call option - Call option- ~ Level 3 Fair value derived by valuation modl,
Monte Carlo Simulation Model. The key
unobservable inputs used by the Group
mainly included price to earnings ratio
of comparable companies, weighted
average cost of capital ("WACC") and
discount for lack of marketability.
() TEEREE ARME-  EME- EDR REEREEEFERERYGLOL
T - AEEFRNTEFNEREA
UBETERRNELRANNTRE -
TS BREAR (T IETIE R
K) Rixdimsattentia -

financial assets HK$2,736,000  HK$2,522,000

(RHE19) 2,736,007 2,522,007

asset (seenote 29)  HK$12,811,000 HK$1,046,000

(RH3E29) 12,811,007 1,046,007
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FINANCIAL INSTRUMENTS (Continued) 39. €W T A (&)

Fair value measurement (Continued) NEEE (&)

Fair value of the financial assets and liabilities that DA = A CE N A E 52 B2 EE A
are measured at fair value on a recurring basis EREENLFE (&)

(Continued)

Fair value as at 31 December

WEZBZ+-BHATE Fairvalue

2016 2015 hierarchy  Valuation techniques and key inputs ~ Sensitivity
ZB-RXF ZET-RF DVERR HERARIEBANE HEE
(3) Derivative Putoption-  Putoption-  Level3  Fair value derived by valuation model, ~ The fair value of the derivative financial liability as a whole
financial fiabiity HK$4,780,000  HK$323,000 Monte Carlo Simulation Model. The key  is negatively correlated with the WACC and positively
(see note 29) unobservable inputs used by the Group  correlated with the discount for lack of marketability and

mainly included expected volatility of ~ the expected volatility of comparable companies.
comparable companies, WACC and

dicount for lackof marketabilty As at 31 December 2016, it is estimated that with all other

variables held constant, an increase/decrease in;

- WACC by 3% would have decreased/increased
the fair value of the derivative financial iability by
HK$813,000/HK$1,222,000;

- Discount for lack of marketability by 5% would have
increased/decreased the fair value of the derivative
financial liability by HK$1,667,000/HK$ 1,227,000,

- Expected volatility of comparable companies by
10% would have increased/decreased the fair value
of the derivative financial liabllity by HK$842,000/
HK$752,000;

Q) fiEcHat REBE-  DEEE-  2ZR ROERURRREERENGHOD TLeRAENATEBEENETYEALRARRY £
(BHE29)  4,780,00087 32300047 TE-AEBFRHTEMTEZRN  BOBRNRTERATELBRARNBERERLLY -

RESEORTAMEATOREN . . . i

. BHERT -

- ETHERRAEN/HL3%  BERfEERA
BHATERD / %1813.00047 /1,222,007 :

- BEmEEOTEEN/ HO5%  BERLLRE
[EEATEIEN /1,667,007 /1,227,000

o

- TERSLANERRELN,H10%  BERiTE
SREENATELN /5842, 00087 /752,000

AT
There is no transfers among Level 1, Level 2 and PREFERN E—HK B_RKEE
Level 3 during both years. = HREAREEAER -
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FINANCIAL INSTRUMENTS (Continued)
Fair value measurement (Continued)

Fair value of the financial assets and financial
liabilities that are not measured at fair value on a
recurring basis

The management of the Group estimates the fair
value of its financial assets and financial liabilities
measured at amortised cost using the discounted
cash flows analysis.

The management of the Group considers that
the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in the
consolidated financial statements approximate their
fair values.

Valuation process

The finance manager of the Group is responsible to
determine the appropriate valuation techniques and
inputs for fair value measurements.

In estimating the fair value of an asset or a
liability, the Group uses market-observable data
or information provided by counterparty financial
institutions to the extent it is available. Where Level
1 inputs are not available or counterparty financial
institutions cannot provide sufficient information
in relation to fair value, the management of the
Group will engage third party qualified valuers to
perform the valuation. The finance manager reports
to management of the Group semi-annually to
explain the cause of fluctuations in the fair value of
the assets.

Information about the valuation techniques and
inputs used in determining the fair value of various
financial instruments are disclosed above.
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40.

RELATED PARTY TRANSACTIONS

40. BEALXRE

Other than disclosed elsewhere in the consolidated BV BEREREMIBOAIBRESE
financial statements, the Group had the following SN REERERNET Y EE AL
related party transactions during the year: 5
(a) 2016 2015
—E-NE —E—RF
Nature of transaction HK$'000 HK$'000
XEME FERT FHET
Sales of raw materials to a joint venture S EEERME 1,592 2,880
Purchase of goods from a joint venture BEEEhEEEEY 66,046 6,466
Sales of goods to a related company* mEEE AR HEEY 1,117 -
Rental income from a related company* SRRl ) ENGIED
HE A - 452
Rental expense to a related company* ERElEz NI
(Note 1) B E s * (PHEET) 7,153 1,190
Rental expense in respect of rented BEREEEZITH
premises to Mr. Lu (Note 2) HEMFEMESXH
(PfEE2) 4,193 4,086
* A related company controlled by close family * HARRE SRR ERBZEHE
members of directors of the Company. EakRNEIRS
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RELATED PARTY TRANSACTIONS
(Continued)

Notes:

1. At the end of each reporting period, the Group
had commitments for future minimum payments
under non-cancellable operating lease with a related
company, which fall due as follows:

40.

BEALXRS (&

GEX

1. RERESHMERE - AEECRE
HEA AR B RN A BIEEEHE
AERRKENR - BHAWT

2016 2015

—g—xx —=-5f

HK$'000 HK$'000

FTHET FHEL

Within one year —FER 4,398 4,697
In the second to fifth year inclusive E_ZNF (BEEEMSF) 3,299 8,220
7,697 12,917

2. At the end of each reporting period, the Group had
commitments for future minimum payments under
non-cancellable operating lease with Mr. Lu, which
fall due as follows:

2. REREPEERE - NEESRE
HLE SE AR T A RUH R S M E &
ERKREMN - BHBEMOT

2016 2015

—B-RF —Z-nF

HK$'000 HK$'000

FET FHET

Within one year —FR - 4,287

(b) Compensation to key management
personnel of the Group which represents
directors of the Company is set out in note
10.

Details of the balances with a joint venture and a
related company at the end of reporting period are
disclosed in the consolidated statement of financial
position and notes 18 and 21 to the consolidated
financial statements.
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41. DETAILS OF SUBSIDIARIES 41.

As at 31 December 2016 and 2015, the Company
has the following subsidiaries:

o) PAiPA=

R-E—RER-_Z—FE+-A=
+—H ' ARREUTKHBAR :

Proportion of ownership
interest held by the Company
as at 31 December

Charter capital/ O
Place of Paid up R+t=-A=1-AH
incorporation/ Place of share capital/ FiRRRRRL
Name of subsidiary establishment operation registered capital 2016 2015 Principal activities
e/ ERER/
HELRER BB feny BRRE /&R ZB-RF _T-1F  FEER
% %
BPT Holdings BVI Hong Kong Ordinary US$20,000 100 100 Investment holding
BROBER RERIES Bk L#%20,000% 7 REER
Best Pacific Textile BVI Hong Kong Ordinary US$100 100 100 Investment holding
International Limited RBRAHE & LRR100ET RERR
BROGEARERAT
BPT Hong Kong Hong Kong Ordinary HK$10,000 100 100 Investment holding
BEGE 56 B L3 10,000 BT and trading of lace
Best Pacific Investment Hong Kong Hong Kong Ordinary HK$1 100 100 Investment holding
(Hong Kong) Limited &b &k LRk 1 AT RERR
BERE (BE) ARAF
Best Pacific Textile Hong Kong Hong Kong Ordinary HK$1 100 100 Trading of elastic
(Hong Kong) Limited i BA LRk 1 AT fabric and lace
BROH (BE) ARAR EEBIAMEH
New Horizon Investment Hong Kong Hong Kong Ordinary HK$10,000 100 100 Investment holding
HERE B Bk E38I% 10,000 BT RERK
New Horizon Elastic Fabric ~ Hong Kong Hong Kong Ordinary HK$ 1 100 100 Trading of elastic
(Hong Kong) Limited &5 B Lk 1 A webbing
HEEIEN BEBIAS
(B%) BRAT
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DETAILS OF SUBSIDIARIES (Continued)

41. MBLARZ&HE (&)

Proportion of ownership
interest held by the Company
as at 31 December

Charter capital/ X237
Place of Paid up W+=BA=1+-H
incorporation/ Place of share capital/ Fris ARl
Name of subsidiary establishment operation registered capital 2016 2015 Principal activities
R/ ERELR/
WELRER R feny MRkA/ZMEx 8-~ -T-1F IEER
% %
Dongguan BPT The PRC The PRC Paid-up registered 100 100 Manufacture and
REiR e el capital trading of elastic
HK$1,087,890,000 fabric and lace
(Note iv) HERERELEY
BRAMER R REH
1,087,890,000 &7t
(FizE iv)
Dongguan NHE The PRC The PRC Paid-up registered 100 100 Manufacture and
£y m i capital trading of elastic
HK$334,250,000 webbing
(Note iv) HEREEELGR
HREMER
334,250,000 T
(FizE iv)
New Horizon International BVI Hong Kong Ordinary US$100 100 100 Investment holding
Investments Limited RBRAHE & LRk 100 £ REHR
EERRERRAA
Best Pacific International BVI Hong Kong Ordinary US$100 100 100 Investment holding
(Vietnam) Company Limited  EBELEHE Bk LERI00 £ RERR
BRER (4m) ARAF
Best Pacific (Vietnam) Hong Kong Hong Kong Ordinary HK$1 100 100 Investment holding
Company Limited &b B LRk 1 AT RERR
2R (05) BRAR
Best Pacific Vietnam Socialist Republic of ~ Socialist Republic of Charter capital 100 100 Tocarry out
Company Limited Vietnam Vietnam VND535,200,000,000 manufacturing and
BEBEERAT HEHGIZANE HEHEIZHAAE (Note i trading of elastic
BRAX fabric, lace and
535,200,000,000 webbing
BEE HEREEENEY
(B i) B BARES
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41.

DETAILS OF SUBSIDIARIES (Continued)

Notes:

V)

(i)

(iii)

(iv)

(v)

As at 31 December 2016 and 2015, other than BPT
Holdings which is a directly wholly owned subsidiary
of the Company, all of the above subsidiaries are
indirectly held by the Company.

Dongguan BPT and Dongguan NHE were established
in the PRC in form of wholly foreign-owned
enterprise.

The total investment capital of this subsidiary is
VND1,427,200,000,000 (equivalent to approximately
US$64,000,000 or HK$499,200,000). Up to
31 December 2016, the Group has contributed
VND535,200,000,000 (equivalent to approximately
Us$24,000,000 or HK$187,200,000) of such
investment capital to the subsidiary.

The Group injected additional capital of
HK$325,000,000 into Dongguan BPT and
HK$111,250,000 into Dongguan NHE respectively
during the year ended 31 December 2015.

None of the subsidiaries had issued any debt
securities at the end of the reporting period.

Bt A B 2R (&)
GEX

(i) R-Z—RFER-_T—AF+-_A=
+—B BRRAEFEIZERARNATE
BE2EHANBARIN  FTENEN
BARTIHAARAREEZES -

() EEEERESBETEEE R
SRR -

(iii) ZHBARMBEELABRES
1,427,200,000,000%% 5 J& (18 & 1 4J
64,000,000 7T 8499,200,0005% JT) °
HE_ZT—R"E+=-_A=+—H"
K £ B 1 7% % & #9535,200,000,000
# R & (F8 & 7 4924,000,0003 7T 3%
187,200,000 ) JEAZMBEAR]

(ivy BEZZ—ARF+-A=+—HLHF
B AEBEREBENREEED
RI5E AN EESNE 4325,000,0005% 7T &
111,250,000/ 7T °

(v) BB AR 3R HA R A R B I R 3R AT
EfEBES
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INFORMATION ABOUT THE

42. BEEELQARBRRRESR

STATEMENT OF FINANCIAL POSITION

OF THE COMPANY

2016 2015
—E-RF —E—1F
HK$’000 HK$'000
FHxT FET
Non-current asset ERBEE
Unlisted investments in subsidiaries RBARA EHRE - -
Current assets REEE
Other receivables, deposits and prepayments — E#bfEUWFIE « B4 K&
BAR 172 204
Amounts due from subsidiaries FEUHT B A B FRIA 602,373 581,974
Bank balances and cash IRITEBREIRS 461 72
603,006 582,250
Current liabilities REEE
Other payables Hfth fE 1 50 E 21 245
Net current assets MENEEFE 602,985 582,005
Net assets BEFE 602,985 582,005
Capital and reserves BARREE
Share capital (note 31) AR (Bfi5E31) 10,288 10,213
Reserves & 592,697 571,792
602,985 582,005
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42.

INFORMATION ABOUT THE
STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (Continued)

Composition of reserves (note)

AR (M)

42, EREALABBERRRER

(%)

2016 2015

=T —FTIF

HK$'000 HK$'000

FET FHET

Share premium B E 568,963 547,958
Share option reserve AR 10,840 17,837
Retained profits REB 5 A 12,894 5,997
592,697 571,792

Note: Movements of respective reserves, except for retained
profits which is disclosed below, are set out in the

consolidated statement of changes in equity.

MiE : AR EED (TXAREREEMN
BRON) DER R A EREEHE -

Movement in retained profits of the Company RN TREERE E
Year ended Year ended
31 December 31 December
2016 2015
Bz HE
—E-RF —E—RF
+=ZA=+—8 +=—A=+—H
ILEE IFFE
HK$'000 HK$'000
FET FBT
Balance at the beginning of year FHEER 5,997 51,552

Profit and total comprehensive REFEmA &

income for the year EHEUALEEE 163,798 59,502
Dividends recognised as distribution (note 14) #EZ5IREAL S (Fi3E14) (156,901) (105,057)
Balance at the end of year FEREERS 12,894 5,997
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AEEBEDEMBFERANREMEELE
WAENETERE  BEMAEREWNT

A summary of the published results, assets and liabilities of
the Group for the last five financial years, prepared on the
basis as set out herein, is set out below:

2016 2015 2014 2013 2012
=B-AF —TRF —T0OF —FT-=F —FT=F
HK$"000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FAT FET FET FET
(Note i) (Note i) (Note i)
(HED) (BT (2
Results 35
Revenue WA 2,469,106 2,048,138 1,860,881 1,659,447 1,403,326
Profit for the year FEmM 456,251 342,383 246,904 244,505 198,051
Earnings per share BRAT -
— Basic (HK cents) — EAR GBI 44.37 33.56 27.05 2861 N/ATEMA
— Diluted (HK cents) - #58 OB 44.00 33.21 26.87 NATEAB NATEA
Assets and liabilities EENERE
Current assets REEE 1,647,522 1,776,416 1,630,997 983,065 1,079,889
Non-current assets FEREEE 1,540,349 1,124,343 1,181,867 1,185,804 1,022,623
Total assets WMEE 3,187,871 2,900,759 2,812,864 2,168,869 2,102,512
Current liabilities REEE 800,253 1,148,583 912,243 852,894 1,445,218
Non-current liabilities ERBEE 485,853 13,232 283,843 483,776 49,379
Total liabilities wmeE 1,286,106 1,161,815 1,196,086 1,336,670 1,494,597
Equity attributable to ZAN/NGIEZ SN
owners of the FE(E RS
Company 1,901,765 1,738,944 1,616,778 725,563 527,452
Non-controlling interests  FF¥EfZiE 7 - - - 106,636 80,463
Total equity RE AL 1,901,765 1,738,944 1,616,778 832,199 607,915
Note: BsE

@)

220

Pursuant to the group reorganisation, the Company became
the holding company of the companies now comprising the
Group on 16 January 2014. The Company and its subsidiaries
have been under the common control of Mr. Lu throughout
the years ended 31 December 2012, 2013 and 2014. The
consolidated results, assets and liabilities for the years ended
31 December 2012, 2013 and 2014 of the companies now
comprising the Group as if the current group structure had
been in existence throughout the respective periods (except
for the disposal of Deluxe Royal Limited in December 2013).
The consolidated statement of financial position of the Group
as at 31 December 2012 and 2013 have been prepared
to present the assets and liabilities of the companies now
comprising the Group, as if the current group structure has
been in existence at that date.
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