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Chairman’s Statement

EEHE

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”), | am pleased to
present the annual results of the Group for the year ended 31 December
2015.

During the year under review, global economic growth, accompanied by
a variety of new risks and challenges, witnessed significant differentiation.
On one hand, the US economy demonstrated a robust recovery, with
steady improvement in the employment and other economic data, further
crystallising the Federal Reserve's policy for gradual interest-rate hikes. On
the other hand, the Greek debt crisis, which long plagued the European
Union members, was temporarily resolved with the temporary agreement
reached among the European Union members. While the European
Central Bank continued to adopt a loose monetary policy, the European
economy continued to struggle in its recovery due to the unresolved
sovereign debt crisis in several countries. In addition, emerging economies
were facing severe challenges. The Chinese economy entered a “new
normal” status, dealing with unprecedented challenges in its structural
adjustment and steady growth. Despite such conditions, China
demonstrated strong resilience, and maintained an overall stable
development.

Albeit a challenging macro-economic environment, the lingerie industry
saw a relatively stable growth. Modern underwear has evolved from
simply meeting people’s needs for comfortable wear to a new fashion
goods designed to enhance feminine charm. As a result, the market
demand will focus more on quality, design and comfort. During the year
under review, the Group brought into full play its unique position as a
one-stop solutions provider of lingerie materials and strengthened close
cooperation with its customers. With the unremitting efforts of
management and all staff members, the Group achieved satisfactory
operating results for the year under review. Such achievement not only
demonstrated Best Pacific’s corporate strength with continuous growth,
but also cemented its leading position in the lingerie material market. For
the year ended 31 December 2015, its revenue and net profit increased
by 10.1% and 38.7% year-on-year to approximately HK$2.05 billion and
HK$342.4 million, respectively. More encouragingly, with the ability to
provide premium value-added products and good cost control, the
Group’s net profit margin for 2015 increased to a record high of 16.7%.
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Chairman’s Statement

ETRE®E

In 2015, the two primary business segments of the Group, namely elastic
fabric and elastic webbing, continued to develop at a satisfactory pace. In
particular, revenue generated from sales of elastic webbing increased
remarkably by 15.0% to approximately HK$713.6 million. The Group has
satisfactory achievements demonstrated in its cutting-edge technologies,
and research and development capacities. The rich experience gained
over the years, through the long-term close collaboration with customers
of leading brands, such as AAimer, Chantelle, Embry Form, Lululemon,
Maniform, Marks & Spencer, Spanx, Triumph, Under Armour, Victoria's
Secret and Wacoal, has further solidified the Group’s leading position in
its field. By capitalising on these advantages, the Group has effectively
secured a continued steady increase in customer orders. In this regard,
the Group managed to accommodate the steadily growing customer
orders by ramping up its production capacity through mergers and
acquisitions and construction of new facilities, further expanding the
Group’s market share. On 4 November 2015, the Group, through a
wholly-owned subsidiary of the Company, acquired 40% of the issued
ordinary shares in Charming Elastic Fabric Company Limited (“Charming
Elastic”), an indirect non-wholly owned subsidiary of Top Form
International Limited (“Top Form”), with a view to deepening its
cooperation with Top Form and swiftly increasing its production capacity
of elastic webbing, thereby better positioning itself to seize business
growth opportunities. Top Form, which is one of our core customers, is a
company listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (stock code: 333) and is one of the
leading brassiere manufacturers.

While maintaining steady development of its core product categories, the
Group achieved impressive growth in new business segments and
markets, marking a good start for tapping into new market potentials
and developing into a nice profit growth driver. During the year under
review, the Group registered a significant increase in revenue derived
from its lace business launched in the second half of 2012, which
increased by 75.6% to approximately HK$73.9 million. Benefiting from
its strong design capabilities and the strategy to cross sell to existing
customers, the Group has started the lace transactions with the majority
of its core customers, fully demonstrating the wide recognition and
further consolidating the Group’s unique position as a one-stop solutions
provider. In line with the gradual business expansion, the gross profit
margin of lace products increased by 7.7 percentage points year-on-year
to 50.0%. The continued growth in the lucrative lace business is believed
to contribute to the Group’s overall profitability.

A Brands are arranged in alphabetical order.
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Chairman’s Statement

EEHE

In addition, as consumers become increasingly focused on health, and
fitness craze is sweeping across the world, Best Pacific has employed its
existing production resources and technical know-how to sell elastic fabric
and elastic webbing to sportswear brands, strategically penetrating into
the sportswear market. During the year under review, the Group
strengthened its collaboration with international, well-known sportswear
brands, such as ALululemon and Under Armour. By capitalizing on its
powerful research and development prowess and indigenous innovation
capabilities, the Group cooperated with those brands in launching a series
of fashionable sports products that are lightweight, breathable, shock-
proof and comfortable with a revolutionary innovative concept. During
2015, the Group saw a 63.7% increase in its sales of elastic fabric to
sportswear brand owners. At the same time, with the Chinese
government'’s strong policy support and the expected boost globally from
the 2016 Summer Olympics in Rio de Janeiro, Brazil, the Group anticipates
a further increase in the sales of sports product lines by the sportswear
brands, and as a fabric supplier, we shall work with those brands to
capitalise on the enormous market opportunities.

During the year under review, we strove to enhance our overall
production capacity and looked for business expansion opportunities in
low-cost regions. The conclusion of the Trans-Pacific Strategic Economic
Partnership Agreement between the United States of America (the
“USA") and countries in the Asia-Pacific region including Vietnam (the
“Trans-Pacific Partnership”) and the free trade agreement (the “FTA")
between the European Union and Vietnam not only made Vietnam one
of the biggest beneficiaries of the textile and garment industries, but also
shifted the market focus to Vietnam'’s potentials as an emerging market.
Furthermore, several existing customers of the Group have established
their production bases in Vietnam, therefore providing a sound customer
base for our local business development. In light of the foregoing, the
Group has decided to vigorously identify the opportunities, while
investing more capital expenditure in establishing production facilities and
implementing its production capacities in Vietnam. The Group will also
make better use of the local cost advantage and beneficial trade and
tariff concessions to further strengthen its business partnership with both
existing and new customers. This move, we believe, will enable the Group
to further increase its market share in the respective fields and improve
the overall profitability.

A Brands are arranged in alphabetical order.
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Chairman’s Statement

ETRE®E

Looking into 2016, the global market will continue to face a variety of
challenges, including differentiated monetary policies adopted by various
countries, volatility of commodity prices, brewing of the sovereign debt
crisis in multiple countries, and the initial establishment of new world
trade rules. The European economy will still face a number of risks, with
economic growth being handicapped by insufficient investment and
inadequate implementation of structural reform. However, we believe the
US market, being the largest market for the Group, will continue to see a
sustained recovery with economic fundamentals continuing to strengthen,
thereby driving growth in the consumer demands. As for China’s
domestic market, the macro-economy will still be plagued by downward
pressure, and the Chinese government will continue to promote
economic restructuring by shifting towards consumption and service
industries, away from the original heavy industry and construction
industry which are currently experiencing severe overcapacity. Such shift
is likely to bring opportunities to the substantive stock adjustment,
comprehensive supply-side reforms and more significant expansion in
demand, benefiting the healthy development of the consumer market in
the long run.

We remain optimistic about the economic prospects of the Group’s major
markets, and believe that the lingerie as personal necessities will show
greater resilience, thus enabling the lingerie market to maintain stable
growth. In addition, the public is becoming increasingly focused on health
and exercise, and is paying more attention to the appearance,
functionality and diversity of sportswear, which, we believe, will continue
to drive the rapid growth in the sportswear market and thus present
good opportunities and vast space for our market expansion in the
relevant sectors.

The Group will firmly grasp the opportunities arising from the
development of the lingerie and sports products markets. The Group will
strive to increase its market presence in the lingerie-related elastic fabric
and elastic webbing markets, and endeavor to increase sales of lace
products through expansion of production capacities, thereby further
consolidating its leading position as the largest one-stop solutions
provider. In the meantime, the Group will actively identify good merger
and acquisition opportunities in the market to acquire quality assets that
will bring synergies to the Group at reasonable prices, thereby achieving
breakthrough growth and laying a more solid foundation for the long-
term development of the Group.
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Chairman’s Statement

ETREHE

We firmly believe that with its pioneering and innovative spirit, strong
research and development capacities, strategic deployment of production
capacity expansion and well-established relationships and mutual trust
with its customers, Best Pacific will work with its customers, business
partners and shareholders to create higher corporate value while
maintaining long term growth.

Lu Yuguang
Chairman
Hong Kong, 22 March 2016
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Management Discussion and Analysis

MIEJE;THHB& *ﬁ'

BUSINESS REVIEW

During the year under review, by taking advantage of its unique value
position as a supplier of one-stop solutions, Best Pacific responded to the
market trend in a timely manner and continued to gain support and
recognition from all major customers. For the year ended 31 December
2015, Best Pacific maintained its business growth at an ideal pace with
the revenue of the Group increased by 10.1% to approximately HK$2.05
billion, as compared to approximately HK$1.86 billion for the year ended
31 December 2014. Profit attributable to equity shareholders recorded a
historical high of approximately HK$342.4 million, representing an
increase of 38.7% as compared to 2014. During the year under review,
the Group further improved its profitability through its economies of scale
and the increasing contribution of the lace segment. The gross profit
margin and net profit margin increased to 33.2% and 16.7%,
respectively, as compared to 30.5% and 13.3%, respectively for the year
ended 31 December 2014. Profit attributable to equity shareholders
(excluding share-based payment expenses, one-off listing expenses, fair
value change in financial instruments and investment properties) increased
by 25.9% to approximately HK$354.0 million over the last year.

As one of the few lingerie materials manufacturers in the world that
provide one-stop solutions, Best Pacific continued to strengthen its edge
in providing a complete product series in 2015. While conducting cross
sales of the major products to its existing customers, Best Pacific has
vigorously expanded the lace and sportswear markets, which served as a
driver for growth in the three core comprehensive segments of the
Group. During the year under review, on the back of the economic
recovery in the US, being the major market of the Group, revenue from
sales of elastic fabric and elastic webbing representing approximately
61.6% and 34.8% of the total revenue, respectively, increased by 5.2%
and 15.0%, respectively year-on-year, to approximately HK$1.26 billion
and HK$713.6 million.

On the strength of its existing solid customer base of the Group, the lace
segment successfully gained more support from the existing customers
and recorded the strongest growth among all business segments. During
the year under review, the revenue of the lace segment surged 75.6%
year-on-year to approximately HK$73.9 million, as compared to
approximately HK$42.1 million in 2014, representing 3.6% (2014: 2.3%)
of the total revenue. The Group will continue to expand its lace business
through the expansion of the production capacity and sharpen its
competitive edge in the lingerie materials industry by establishing an even
more comprehensive product mix.
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Management Discussion and Analysis
BEEENmR DM

In 2015, Best Pacific continued to cement the sound and long-term
relationship with several renowned international lingerie and sportswear
brands — including AAimer, Chantelle, Embry Form, Lululemon,
Maniform, Marks & Spencer, Spanx, Triumph, Under Armour, Victoria's
Secret and Wacoal — and strategically deepened its cooperation with
them. In February 2016, Best Pacific was honored with the 2016 FEMMY
Award (Supplier category) by the U.S. Underfashion Club. The FEMMY
Award, which is recognized as one of the most influential awards in the
intimate apparel industry, honors those individuals and companies that
have significantly contributed to the intimate apparel industry and its
growth. Winning the award proves that Best Pacific is well recognized
and acclaimed in the industry.

On 4 November 2015, the Company announced to acquire, through its
wholly-owned subsidiary, 40% of the issued ordinary shares in Charming
Elastic, an indirect non-wholly owned subsidiary of Top Form at a
consideration of HK$10 million. The principal activities of Charming
Elastic and its subsidiaries are the manufacture and sale of elastic garment
straps, weaving tape and related products. This transaction would not
only rapidly and effectively increase the relevant production capacity of
the Group, more crucially it would strengthen the cooperative relationship
with our customer and thus increase shareholder value in the long run.

By capitalising on the strong customer base established by the Group in
the lingerie market and its own production capacities and expertise, the
Group has vigorously expanded its elastic fabric and elastic webbing
businesses to the sportswear materials market. The USA, being the largest
market of the Group, is one of the largest individual sportswear markets
in the world. With the evident economic recovery in the USA, the market
demand for sportswear is strong. Moreover, consumers’ higher
requirements in terms of quality and fashion of sportswear illustrate the
promising outlook for this market, which in turn has created favorable
conditions for the Group’s rapid development in this market segment. In
2015, the Group continued to deepen its partnership with Victoria's
Secret, being its long-term customer, and supplied sportswear materials
for its PINK and VSX series. In addition, the Group continued to
strengthen its cooperation with ALululemon, Under Armour and other
international sportswear brands. In 2015, revenue of sportswear materials
jumped by 63.7% as compared to the full year 2014.

A Brands are arranged in alphabetical order.
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Management Discussion and Analysis
EHEENwmR DM

Amid the industry consolidation, Best Pacific has been able to maintain its
leading market position and to grow along with its customers, thanks to
its prowess in research and development and innovation. During the year
under review, Best Pacific worked closely with clients and the suppliers of
major raw materials, and stayed abreast of the market trend and the
preference of consumers, cooperating in the research and development
of new raw materials to meet customers’ specifications. The Group’s
outstanding research and development capability not only enabled it to
secure its profitability by providing newly developed products to clients on
an exclusive basis, but also helped it to explore new growth drivers
through strategical expansion of its product categories. In addition to the
expansion from elastic fabric and elastic webbing into sportswear
materials, the Group has further extended its business scope to the supply
of sports shoes materials, which would contribute to its future sales.

In view of its growing share in the lingerie market and the sportswear
market, the Group has expanded its production capacities by establishing
new production facilities and installing additional machineries so as to
capture the vast growth potential of the market, to further increase its
market share and to consolidate its leading market position. The
completion of construction at our Phase V production plant in Machong
Town, Dongguan City — the eighth production facility — has brought
our annual designed production capacity of elastic fabric, elastic webbing
and lace to approximately 72.2 million meters, 1,072.4 million meters and
16.8 million meters, respectively, in 2015. Construction of our Phase VI
production plant — the ninth production facility — has already
commenced during the second half of 2015. The plant will have a gross
floor area of approximately 35,000 square meters, which is expected to
commence production in the second half of 2016.

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 2015, revenue amounted to approximately HK$2.05 billion,
representing an increase of approximately HK$187.3 million, or
approximately 10.1%, from approximately HK$1.86 billion for the year
ended 31 December 2014. 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 and
improved US economy, 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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Management Discussion and Analysis

EEENWE DN

A comparison of the Group’s revenue for the years ended 31 December AREBEHZ T NFX_ZT—HF+_HA
2014 and 2015 by product categories is as follows: = ratcl tiEZH&A&Fou%U%H D HY L E
o
For the year ended 31 December
BEt+t-A=+—-HLEE
2015 2014 Change
—E—FHEF — P4 i)
Revenue % of Revenue % of
(HK$'000) Revenue (HK$'000) Revenue (HK$'000) %
O 1 ON: ) WA EBRAR
(F#&Rx) Batkk (F5mT) Aotk (F8mT) Bkt
Elastic fabric S8 4 Y R 1,260,670 61.6 1,198,036 64.4 62,634 5.2
Elastic webbing ST 713,587 348 620,775 333 92,812 15.0
Lace B 73,881 3.6 42,070 2.3 31,811 75.6
Total st 2,048,138 100.0 1,860,881 100.0 187,257 10.1
For the year ended 31 December 2015, revenue from sales of elastic #HZ2-_Z—AF+_-_A=+—HILFE - $§E

fabric amounted to approximately HK$1.26 billion, representing an
increase of approximately HK$62.6 million, or approximately 5.2%, as
compared to the year ended 31 December 2014. 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 63.7% in sales revenue of elastic fabric as
sportswear materials.

Revenue from the sales of elastic webbing amounted to approximately
HK$713.6 million, representing an increase of approximately HK$92.8
million, or approximately 15.0%, as compared to the year ended 31
December 2014. 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$42.1 million for the year
ended 31 December 2014 to approximately HK$73.9 million for the year
ended 31 December 2015, giving a year-on-year growth of approximately
75.6%.
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Cost of sales
The Group's cost of sales mainly comprises of cost of raw materials,
manufacturing overheads, and direct labour costs.

Cost of sales — by nature of expense

SHEMA
AEBNHEEXNATZBRERMBRA - £E
S REZRE TR -

HERS — ZAXMHEE D

For the year ended 31 December

BEt+t-HA=1+—HLEE

2015 2014 Change
—E—RF —ZT—puE #E)
(HK$"000) % (HK$'000) %  (HK$'000) %

(Fox) Bfk (F87) Bsk (FEn)  BS
Raw materials R 796,439 58.2 797,459 61.7 (1,020) 0.1
Manufacturing overheads A4 ER X 400,463 29.3 350,275 27.1 50,188 14.3
Direct labour BT 159,860 11.7 134,180 10.4 25,680 19.1
Others Hit 10,904 0.8 10,560 0.8 344 3.3
Total st 1,367,666 100.0 1,292,474 100.0 75,192 5.8

The Group’s cost of sales for the year ended 31 December 2015
amounted to approximately HK$1.37 billion, representing an increase of
approximately HK$75.2 million, or approximately 5.8%, as compared to
the year ended 31 December 2014. The increase in our cost of sales was
primarily due to (1) the increase in our total sales volume; (2) the increase
in direct labour costs as a result of increase in both wages and number of
headcounts; and (3) 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 demand of our products.

Cost of sales — by product category
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For the year ended 31 December

BEt+t-HA=1+—HLEE

2015 2014 Change
—E—FF —Z—UF )

(HK$’'000) % (HK$'000) %  (HK$'000) %

(F#x) @Ak (F¥x)  Bsk (FAR)  ASk

Elastic fabric BRI E R 866,600 63.4 849,147 65.7 17,453 2.1
Elastic webbing SRS 464,119 33.9 419,056 32.4 45,063 10.8
Lace o 36,947 2.7 24,271 1.9 12,676 52.2
Total @t 1,367,666 100.0 1,292,474 100.0 75,192 5.8

The cost of sales by product category as a percentage of the total cost of
sales for the year ended 31 December 2015 remained relatively stable as
compared to the year ended 31 December 2014.
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BEEENmR DM

Gross profit, gross profit margin and net profit margin

B - BRERRAR =R

For the year ended 31 December

BE+-A=+—HLFE

2015 2014
—E-HF —E—OF
Gross profit Gross profit

Gross profit margin Gross profit margin

E7 EF=R EM ER=

(HK$’000) (%) (HK$'000) (%)

(F#7T) (AZte) (F3%7T) (BHH)

Elastic fabric SE A E R 394,070 31.3 348,889 29.1
Elastic webbing G843 7 249,468 35.0 201,719 325
Lace 3 36,934 50.0 17,799 423
Total st 680,472 33.2 568,407 30.5

The overall gross profit increased from approximately HK$568.4 million
for the year ended 31 December 2014 to approximately HK$680.5 million
for the year ended 31 December 2015. The Group's overall gross profit
margin for the year ended 31 December 2015 increased by approximately
2.7 percentage points to 33.2%, as compared to 30.5% for the year
ended 31 December 2014. The improved gross profit margin was mainly
driven by the increased cost effectiveness brought by the economies of
scale as a result of the continual expansion in our product categories.

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

According to the Frost & Sullivan Industry Report as quoted in the
prospectus of the Company dated 13 May 2014 (the “Prospectus”) in
relation to its initial public offering (the “IPO"), the industry average for
the gross profit margin of lace generally ranges from 40% to 60%. With
the continual ramping up of production subsequent to the launch of the
Group's lace products in the second half of 2012, and benefiting from
the economies of scale, gross profit margin of lace segment further
improved by 7.7 percentage points, from 42.3% for the year ended 31
December 2014 to 50.0% for the year ended 31 December 2015.

Net profit for the year ended 31 December 2015 amounted to
approximately HK$342.4 million, representing an increase of
approximately 38.7% as compared to approximately HK$246.9 million
for the year ended 31 December 2014. The Group achieved an improved
net profit margin of approximately 16.7% for the year ended 31
December 2015, representing a growth of 3.4 percentage points.
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Management Discussion and Analysis
EHEENwmR DM

On the other hand, net profit (excluding one-off listing expenses, fair
value change in financial instruments and investment properties and
share-based payment expenses) increased from approximately HK$281.2
million for the year ended 31 December 2014 to approximately HK$354.0
million for the year ended 31 December 2015, with the normalised net
profit margin increased by approximately 2.2 percentage points, from
15.1% to 17.3%, reaching the Group’s historical high record. The
increase was mainly driven by the overall improved manufacturing
efficiency, increased interest income from banks, reduction in finance
costs, and improved profit margin contribution by the lace segment.

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:
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For the year ended 31 December

BE+-A=t—-BHLEE

2015 2014

—F-1F —F—mF

HK$'000 HK$'000

FH&x T

Bank interest income RITH B ULA 29,696 13,081
Net proceeds from sales of scrap materials  $4& EE R PTIS FIBF 58 6,396 10,934
Government grants BT B 5,469 7,385
Financial guarantee income BRI - 2,179
Rental income GO 452 676
Others Hip 3,883 6,568
Total @t 45,896 40,823

The increase in other income by 12.4%, from approximately HK$40.8
million for the year ended 31 December 2014 to approximately HK$45.9
million for the year ended 31 December 2015, was mainly driven by the
increase in bank interest income as a result of certain net proceeds from
the IPO and the Group’s operating cash flows being deposited in licensed
banks in Hong Kong and the PRC, and the improvement in the Group’s
efficiency in managing its capital.

Other gains and losses

Other gains and losses mainly consist of foreign exchange gains and
losses and fair value change in derivative financial instrument. The drop in
other gains and losses of approximately HK$4.4 million was mainly
resulted from the aggregate effect of net decrease of exchange gains and
losses.
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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 2014
and 2015, the Group’s selling and distribution expenses represented
approximately 4.5% and 4.8% 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 2014
and 2015, the Group’s administrative expenses represented approximately
7.0% of its total revenue. 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 2015 was
approximately HK$11.7 million (2014: HK$8.8 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 2014 and 2015, our research and development costs
represented approximately 2.3% of the total revenue.

Listing expenses

Listing expenses for the year ended 31 December 2014 represented
expenses incurred for the listing and were non-recurring in nature. There
was no listing expenses incurred for the year ended 31 December 2015.

Finance costs

The Group’s finance costs represent interest expenses for bank
borrowings, net of interest expenses capitalised. The finance costs
decreased by approximately 21.9% from approximately HK$31.0 million
for the year ended 31 December 2014 to approximately HK$24.2 million
for the year ended 31 December 2015. The decrease in finance costs was
primarily due to the decrease in average balance in bank borrowings
throughout the year.

Income tax expenses

Hong Kong Profits Tax was calculated at 16.5% on the estimated
assessable profit for the period ended. Under the EIT Law and
Implementation Regulation of the EIT Law, except as described below, the
tax rate of the PRC subsidiaries of the Group was 25% during the years
ended 31 December 2014 and 2015.
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The Group’s PRC subsidiary, Dongguan Best Pacific Textile Company
Limited (“Dongguan BPT"), obtained its qualification as a high and new
technology enterprise in 2010, which was valid for a three-year period
since the financial year 2011 and was renewed for an additional three
years from the financial year 2014. Dongguan BPT also completed the
relevant filing requirements with the relevant tax authorities. Hence,
Dongguan BPT is subject to the preferential tax treatment and the
applicable tax rate of 15% for the years ended 31 December 2014 and
2015.

The effective tax rate decreased from 18.7% for the year ended 31
December 2014 to 17.3% for the year ended 31 December 2015.

Liquidity, financial resources and bank borrowings

The Group maintains a strong and healthy financial position. As at 31
December 2015, net working capital (calculated as current assets less
current liabilities) was approximately HK$627.5 million, representing a
decrease of approximately HK$91.2 million as compared with 31
December 2014. The current ratio (calculated as current assets/current
liabilities) remains relatively stable at 1.8 times and 1.5 times as at 31
December 2014 and 2015 respectively.

For the year ended 31 December 2015, net cash generated from
operating activities increased from approximately HK$432.6 million for
the year ended 31 December 2014 to approximately HK$437.5 million for
the year ended 31 December 2015.

Net cash generated from investing activities amounted to approximately
HK$352.5 million for the year ended 31 December 2015, as compared to
net cash used in investment activities amounting to approximately
HK$745.2 million for the year ended 31 December 2014. For investing
activities, the Group withdrew approximately HK$407.4 million in short
term bank deposits and invested approximately HK$121.9 million in new
property, plant and equipment.

During the year ended 31 December 2015, net cash used in financing
activities amounted to approximately HK$219.0 million, as compared to
net cash generated from financing activities of HK$313.5 million for the
year ended 31 December 2014. The negative cash inflow from financing
activities for the year ended 31 December 2015 was mainly due to the
repayment of syndicated loan and payment of dividends.

As at 31 December 2015, the Group’s gearing ratio was 33.8% (31
December 2014: 40.9%), 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 cash position of approximately HK$319.2 million as at
31 December 2015, as compared to HK$168.9 million as at 31 December
2014.
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Working capital management

HEETEE

As at 31 December

R+=A=+—A~
2015 2014 Change
—E-HE —ENF 23

(days) (%)

(R&) (BotE)

Inventory turnover days FEEEKE 95.1 94.0 1.1 1.2
Trade and bills receivables H 5 W IE &

turnover days ANESESEEES R 79.0 85.5 (6.5) (7.6)
Trade and bills payables B S ENRIER

turnover days ANESES RN 99.5 94.1 54 5.7

Our inventory turnover days for the year ended 31 December 2015
remained relatively stable.

The decrease in trade and bills receivables turnover days from 85.5 days
for the year ended 31 December 2014 to 79.0 days for the year ended 31
December 2015 was primarily attributable to the decrease of trade and
bills receivables as a result of continuous improvement in management of
trade receivables.

The increase in trade and bills payables turnover days for the year ended
31 December 2015 by 5.4 days was primarily due to the increase in
average trade and bills payables as a result of increase in business scale
across the years.

Capital expenditure

For the year ended 31 December 2015, total addition to property, plant
and equipment amounted to approximately HK$115.0 million (2014:
approximately HK$189.2 million), and was mainly attributed to the
increase in investment in machinery of approximately HK$89.4 million
(2014: approximately HK$155.5 million) to cope with the Group’s overall
business expansion.

Pledge of assets

As at 31 December 2015, the Group pledged certain bank deposits and
equipment to secure the bills payable issued by and bank borrowings
granted to the Group.
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The carrying amounts of the assets pledged are as follows:

'\

BEENEEMNREENT :

As at 31 December

R+=A=+—H
2015 2014
—E-hfF —E—OF
(HK$'000) (HK$'000)
(F#&xT) (FABmT)
Pledged bank deposits EARAIRITIT R 37,647 85,147
Equipment B 50,965 114,639
Total @t 88,612 199,786

Contingent liabilities
As at 31 December 2015, the Group did not have any significant
contingent liabilities.

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

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 order 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 (ii)
holding cash and bank deposits denominated in RMB primarily by our
PRC subsidiaries and cash and bank deposits denominated in Hong Kong
and U.S. dollars primarily by our Company and Hong Kong subsidiaries.
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Use of proceeds

As stated in the Prospectus of the Company dated 13 May 2014, the
Group planned to use the proceeds from the Company’s IPO mainly for
increasing production capacity, settling syndicated loan installments and
for general working capital purposes. The total net proceeds from the IPO
amounted to approximately HK$527.7 million. For the period from 23
May 2014, the date on which the Company’s shares are listed on the
Main Board of the Stock Exchange (the “Listing Date”), to 31 December
2015, the Group's total cost of purchasing new machineries, construction
of Phase VI production plant (the ninth production facility), settling
syndicated loan installments, and for general working capital purposes,
by using the proceeds from the IPO, amounted to approximately
HK$356.3 million. Unutilised net proceeds as at 31 December 2015
amounted to HK$171.4 million, which was deposited in licensed banks in
Hong Kong and the PRC. The Company intends to use the remaining net
proceeds in the year of 2016 in accordance with the purposes set out in
the section headed “Future Plans and Use of Proceeds” in the Prospectus.

Employees and remuneration policies

As at 31 December 2015, the Group employed a total of 4,532 full-time
employees (as at 31 December 2014: 3,745). 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 share option schemes of the Company.

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 HK8.0 cents per
share in respect of the year ended 31 December 2015 (the “Final
Dividend”) to shareholders whose names appear on the register of
members of the Company on 27 May 2016, subject to the approval by
the shareholders at the forthcoming annual general meeting of the
Company on 23 May 2016 (the “AGM").

An interim dividend of HK5.3 cents per share was paid by the Company
on 18 September 2015.
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FUTURE STRATEGIES AND PROSPECTS

Looking into 2016, the Group remains cautiously optimistic on global
economic prospects. With the robust recovery of US economy, it is
expected growth will remain steady. In addition, due to the Chinese
government'’s efforts in promoting economic reform, China’s economy is
expected to develop steadily under the “new normality”, and per-capita
income and living standards will continue to improve.

Throughout the lingerie market, growing demand for better quality
lingerie in terms of texture, functionality and design shall drive the market
expansion amid a strong demand for lingerie and shall be conducive to
further market expansion. In recent years, there is keen competition
among numerous manufacturers in the lingerie market in China, thus the
industry is exposed to the challenge of integration. Among them,
participants with established research, development and design capability
will stand out and benefit from the brand premium generated by higher
degree of industry concentration and added value. In order to grasp
opportunities during market integration, the Group is committed to
improving its core competitiveness. We will endeavor to respond to
consumption patterns and changing preferences in a timely manner
through excellent research and development capacity and value-added
services, continue to provide customers with new products in the future
and expand the product portfolio, and fully utilise the advantages of one-
stop lingerie material suppliers. Meanwhile, the long-term partnership
between the Group and its clients will help cross-sell the Group’s main
products to the existing customers, which will bring sustained growth
momentum for the core comprehensive segments. Being the best
performing segment in 2015, in terms of growth rate, the lace segment is
expected to continue its growth in 2016, contributing to the sales volume
and profitability for the Group. On the other hand, we will continue our
active exploration of potential acquisitions in the industry to efficiently
cope with the Group's business and capacity expansion plans.

In addition, the sportswear market has been booming in recent years. Due
to strong market demands, consumers’ requirements on the design and
functions of sportswear are gradually increasing. As the 2016 Olympic
Games to be held in Rio de Janeiro in Brazil is around the corner,
sportswear craze will sweep across the globe. Recently, China has
continued to launch initiatives to develop the sports industry, including the
preparation of “the 13th Five-Year Plan for the Sports Industry”, the
publication of the Several Opinions on Accelerating the Development of the
Sports Industry and Promoting Sport Consumption No. 46. All these
initiatives aim to reach a scale of more than RMB?5 trillion for sports industry
in China by 2025, as well as popularising the sports industry. We believe
these initiatives will help the sportswear market develop rapidly. The Group
will actively strengthen cooperation with well-known sportswear brand,
and seize the business opportunities together along with deepened
partnership. As a result, the Group will continue to enlarge its market share
and consolidate its market position.

AR RRE

BA—T—AF  AREHSEENRRE
BELE - BERQEERSERD - BRE
REFEBGE - MR EBR RN REBEAEY
£ RAQEELE R TPREE
INCIONES RSty e

RBLZMARTS  HEEHARRE - 6t
K &at D AR E B E Z EAKRBFIE NS
ARFFRRY - BENFEESTISER -
FoPBEAXTSREMBHRS - HFMNE
TEERBAREER - Hf - HERANE LR
AEINTESEEREERANL YER
TEEBSETENRITMM INEERTT SR
MmEEE - B TIEETSBEMELNE
B AEE-TEBNRESROBEF - BE
He e ee N RISERS - R R
ERHBEN  BHmEE  RREERAEP
REFFAZNERLBAERER - 2HHE
—UERZ AR HEEFNED - HiLF
B AEREXPRURFBHBERRR
BEEPRNHEAKHEIEER - RRLUER
DEFERFIERE ) - EERERME - —F
—hEEHNBERRARARL BH-F
—NFREAREKRY - REBHERERERNIK
FHERER - m—HE > RAIBEENERE
BERGBECRR  UWEEEREALREE
g MERHMENGE -

BEAN T FESREM SR RED - HRTS
FHRBRY - HEEHEIREOR - WEF
EXRNMEHIRS - LT RFEREFTE
MAANERES  EPRPHKE-—TFEER
o B ARTEELEREANIDRES
E¥ ERERHIBAEEET=0LRE] &M
(FARMRERBEEX  REBEHENE
TERIEN+ARXE BRI _F_A%FF
HEsEXREREBARELERT <8
BRBHEMME  HEBBTHEDREMSS
BER - AEE RGNS RS KB RE S
BEPEIE  BFIEERRLRCBHAE
AEEg A MBS B NZERETISHAL

HBABRRZERAERAR/ —T—HFFR 21



Management Discussion and Analysis
BEEENmR DM

In order to embrace enormous market opportunities in the future, the
Group will further expand its production capacity. In addition to the Phase
VI production plant (i.e. the ninth production facility) to be put into
operation in 2016, the Group has been seeking to expand to regions with
lower production costs. Benefiting from the executions of Trans-Pacific
Partnership between the USA and countries in the Asia-Pacific region
countries including Vietnam and the FTA between the European Union
and Vietnam, the competitiveness of textile products in Vietnam is
expected to improve, benefiting local textile enterprises. Several existing
customers of the Group have set up their production bases in Vietnam,
therefore providing a sound customer base for our local business
development. In view of these, the Group has decided to actively identify
relevant opportunities, while investing more capital on building factories
in Vietnam and implementing the plan of expanding capacity. As
disclosed in the Company’s announcement on 8 January 2016, the
Company has entered into a letter of offer and a letter of intent with VSIP
Hai Duong Co., Ltd. for leasing two pieces of lands adjacent to each
other with an aggregate area of approximately 121,804 square meters
(subject to final survey) located at Vietnam Singapore Industrial Park in
Hai Duong Province, Vietnam. The Company is negotiating the detailed
terms for the land leases with VSIP Hai Duong Co., Ltd. and if required,
will make further announcement(s) as and when appropriate in
accordance with the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”). Assuming the project goes
smoothly, the Group expects to commence the construction of certain
new production facilities on the lands in 2016, and production will begin
upon completion, which is expected to be in 2017. The Group intends to
fund the project by external loans and/or its internal resources. With these
new production facilities, it is anticipated that, the Group’s annual
production capacity for each segment, including elastic fabric, elastic
webbing and lace, will increase by approximately 20% to 25%.
Establishment of production facilities in Vietnam not only enables the
Group to make good use of local favorable trade and tariff exemptions
cost advantage, but also strengthen our business collaborations with
existing customers, thus making contributions to the Group in the long
run.

Looking forward, the Group will respond to market changes rapidly and
provide consumers with innovative products, thus expanding market
share and maintaining business growth during the period of industry
integration. The Group will be committed to strengthening the
cooperation with existing customers by the one-stop solution business
strategy, while actively exploring more business development
opportunities for constant and satisfactory returns for shareholders.
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Report of the Directors

EEEHRE

The Directors are pleased to present their report together with the
audited consolidated financial statements of the Group for the year
ended 31 December 2015.

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 2015 are set out in note 42 to the
consolidated financial statements.

The Group’s turnover and results by operating segment are set out in
note 8 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 2015.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2015 are set
out in the Consolidated Statement of Profit or Loss and Other
Comprehensive Income on page 61.

The Board recommends the payment of the Final Dividend of HK8.0 cents
per share for the year ended 31 December 2015. Subject to approval by
shareholders of the Company at the forthcoming AGM, the Final Dividend
will be distributed on or about 16 June 2016 to shareholders whose
names appear on the register of members of the Company on 27 May
2016.

An interim dividend of HK5.3 cents per share was paid to shareholders on
18 September 2015.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 18 May
2016 to 23 May 2016, 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 17 May 2016
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.

EEMARZERSERNAEERE_T—1
FHoA=Zt B LFENEERRAMBR
%o

FTEREH
AEBEFERFRENESTEEEYELY - 8
MHHmRES  ARER_F-RF+=A
=t BENEEMNBRRFBEHNRAMBR
RAFFEA2 ©

AEENEXEBEREED BEARNIERART
WRMES RAFRNE L E R A -

HE_T-AF+_A=1T—RHIFEAEE

FERKRE
AEERE-T-AF+-A=+—HILFE
MEREBAE 6 BN B REMEEK
HE

BEERRANBE_T-—RAF T -_A=+—
BIEFERREREGR.0EN - £ARRF]
BRNEERRBFAS LHER R2F
—ANFERNATARBEFREAR T —REFR
AZ+EBRIIARR AR ZME R D IKK

RZT—HFNA+T/N\BEmMBRRIRMN A HAR
BEBRR5.3H -

TEREROGBFER

ARAER —_E—A"FREATNANBE=ZE—RX
FRAAZT =B (BEMABEEAN) GEHE
BB EER Rz TR ERNBRE
RFE- ATHEAIHEREFTFASTNE
FERENRER D - BRI BP XHERME
BREZEER _Z—RNFRAT+EHTFNUE
— T PRREARRRNEBRNBFERNE
EBEPRBLHFZRLARAR - I BB B ET
ERKXERISIFAMABLI17EI712E 1716

E o

HBABRRZERAERAR/ —T—HFFR 23



Report of the Directors

EEERE

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 27 May 2016 and
the register of members of the Company will be closed from 27 May
2016 to 31 May 2016, 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
26 May 2016 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 and a discussion
on the Group's future business development are set out in the Chairman'’s
Statement as well as the Management Discussion and Analysis on pages
4 to 8 and pages 9 to 22 of this annual report. Discussions on the
Group's relationships with its key stakeholders are also set out in the
Chairman’s Statement on pages 4 to 8 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 152 of this annual report. The Group has
no significant events after the end of the financial year ended 31
December 2015 and up to the date of this annual report.

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 8 of this
annual report. The financial risk management objectives and policies of
the Group are set out in note 6 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 2015, 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 42 to the
consolidated financial statements.

ENTERING INTO A JOINT VENTURE

On 4 November 2015, the Company announced to acquire, through its
wholly-owned subsidiary, 40% of the issued ordinary shares in Charming
Elastic, an indirect non-wholly owned subsidiary of Top Form. Details of
the acquisition is set out in note 21 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 2015 are set out in note 33 to the
consolidated financial statements.

RESERVES

Details of the movements in the reserves of the Group during the year
ended 31 December 2015 are set out in the “Consolidated Statement of
Changes in Equity” on pages 64 and 65.

DISTRIBUTABLE RESERVES

As at 31 December 2015, the distributable reserves of the Company
amounted to approximately HK$554.3 million, of which HK$81.7 million
has been proposed as the Final Dividend for the year ended 31 December
2015.

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.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2015, sales to the Group's five
largest customers accounted for approximately 41.1% of the Group's
total sales for the year (of which sales to the Group's largest customer
accounted for approximately 15.0%). Purchases from the Group's five
largest suppliers accounted for approximately 45.4% of the Group'’s total
purchases for the year (of which purchases attributable to the largest
supplier accounted for approximately 12.7%).

BFEEER
HE-_Z-—RAF+-_A=+—HIZ2F BEA
ANRETA - WERNBT I MAERAR AR
HARNRELAEATE -

/8 2 =]
REEN BT OFBERNRAMBRRME
42 -

Wi —EEaEh%
R-2—RHF+—ANB  FRASHEBL
SEWBARKBEEN 2 MEFLENEL
AW IRA 0% ERHITEBR o R
FENFHFRNGAMEREM T2 -

g 2%
RAARBEITRABEZE-_ZTE—RF+=A
=+ BHUEFENEBFEIN G BRE
BizE33 °

e 4
- -EF A=t BULFEALE

BENEDHE DR B4R 65T [HAME
HEBE -
Ao IR

RIE—RAF+_A=+—8  AQFAAIHS
IKFEEZELQS43EE BT EFEREES
—E-RFt+-A=t+—HILFERBRES
81.7EBBEIL

BrRBEE

AR R B EILMAI ((AA)) P&
BE AR EEBARRARL IR ENRE
R SR B 5 TR 19 0 B S B BT

FERFRMEERS
E_TE-REt+-_A=1+—HILFEE AKX
EEAREFNEERLAEBRATERNE
BHMNI% (HPEAEERARFPEERE
#91515.0%) - BAEE RO K HEHARERE
HARSKERFEBHEBENISA% (EPHER
eI B ELG12.7%)

HBABRRZERAERAR/ —T—HFFR 25



Report of the Directors

EEERE

None of the Directors or any of their 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 2015 are set
out in note 29 to the consolidated financial statements.

FIXED ASSETS

Details of the movements in property, plant and equipment of the Group
are set out in note 18 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 2015.

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 (appointed on 23 November 2015)

Independent non-executive Directors
Mr. Cheung Yat Ming

Mr. Ding Baoshan

Mr. Sai Chun Yu

According to the 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.
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Pursuant to the aforesaid provisions in the Articles, Ms. Zheng Tingting
("Ms. Zheng"), being appointed by the Directors on 23 November 2015,
shall hold office until the forthcoming AGM while Mr. Lu Yuguang (“Mr.
Lu”) and Mr. Cheung Yat Ming 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 43 to 47 of this annual
report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors (except for Ms. Zheng) had entered into a
service agreement with the Company for an initial term of three years
commencing from the Listing Date on 23 May 2014. 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.

All Directors are subject to retirement by rotation in accordance with the
Articles and Appendix 14 to 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 2015 are set out in note 12 to the consolidated financial
statements.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the section headed “CONNECTED
TRANSACTIONS” below and “RELATED PARTY TRANSACTIONS” in note
41 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 2015.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
During the year ended 31 December 2015, none of the Directors of the
Company had any interest in any competing business with the Company
or any of its subsidiaries.

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 2015. 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 2015.

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

As at 31 December 2015, 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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AU

() The Company ) EAQF
Number of Approximate
shares/ percentage of
Long/short underlying shareholding
Name of Director  position Capacity shares  Note (%)
R
7 =l BOBE D
EEpnA ®%R 54 ROBE  ME (%)
Mr. Lu Yuguang Long position Beneficial owner 3,000,000 1
BExXTE wAE BEREBA
Long position Interest held by his 637,500,000 2
controlled corporation
"R HEXEEERFEER
640,500,000 62.71
Mr. Zhang Haitao Long position Interest held by his spouse 2,000,000 3
RAEREE HaE HEBR AR
Long position Interest held by his 75,000,000 4
controlled corporation
e HXEEERFE R
77,000,000 7.53
Ms. Zheng Tingting  Long position Beneficial owner 2,000,000 1
BisEit TE ERERA
Long position Interest held by her spouse 75,000,000 5
HAE HECBR A MRS
77,000,000 7.53
Mr. Wu Shaolun Long position Beneficial owner 2,400,000 1
RUmrEt TE ERERA
Long position Beneficial owner 600,000 6
HAE BEREAA
Long position Interest held by his 37,500,000 7
controlled corporation
5=y HRXEEERFEER
40,500,000 3.96
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30

Notes:

These shares represented the underlying shares under the 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".

These 637,500,000 ordinary shares were held by Grandview, which was wholly-
owned by Mr. Lu.

These shares represented the underlying shares under the options granted by
the Company to Ms. Zheng, an executive Director appointed on 23 November
2015 and the spouse of Mr. Zhang Haitao (“Mr. Zhang"), pursuant to the Pre-
IPO Share Option Scheme of the Company. Under the SFO, Mr. Zhang was
deemed to be interested in such underlying shares.

These 75,000,000 ordinary shares were held by Sunbrilliant Capital Investment
Limited (“Sunbrilliant”), which was wholly owned by Mr. Zhang.

Ms. Zheng is the spouse of Mr. Zhang, an executive Director and the Chief
Executive Officer of the Company. Under the SFO, Ms. Zheng is accordingly
deemed to be interested in the 75,000,000 ordinary shares held by Sunbrilliant
as mentioned in note 4 above.

These 600,000 ordinary shares were held by Mr. Wu Shaolun upon exercise of
his share options granted under the Pre-IPO Share Option Scheme of the
Company during the year ended 31 December 2015.

These 37,500,000 ordinary shares were held by Lakefront Capital Investment
Limited, which was wholly owned by Mr. Wu Shaolun.

Associated Corporation (within the meaning of the
SFO)
Grandview Capital Investment Limited

(m

GEE

ZEBRMIEARBARBEARAERAREE
AR AT 8] [ BR DR E AT AR &l
R-Z-NERATARRARBBRERT
Z AR - BRAGHBEN [BERERTE) —

ffi o

# % 637,500,000 % & 38 A% B3 Grandview £f
B MZARHELEREHES -

ZEBRMEARARBARFAERAREE
ABREA SISt (R —RF+—
AZ+=FEZENRTES  /AREEL
E(REEDWER) MEHBERERTZ
HEAR - BIEESF R AR - REER
BRNZERERN P EAER -

#% %75,000,000 % & i@ A% e Sunbrilliant
Capital Investment Limited ([ Sunbrilliant |)
A MZARBREEZEES -

B+ BARRARRITEERITRAHKEE
SERRE - RIEEHFRAEGEN - B2+
AMm%E AR Ll E4BWEMIERA
Sunbrilliant 7 #5 5 #975,000,000 % & i %
RIEA R -

%% 600,000 EBEHR D BELREE
“E-RAFET A=+ HULEFETEER
BARANERAFEE A ERE BER
ZBBREESE -

7% 37,500,000 A% & i % B3 Lakefront Capital
Investment Limited#7 * MiZ AR AR H
KEZEHE o

HEEE (ERXRE R BERM)

Grandview Capital Investment Limited

Approximate
percentage of

Number of shareholding

Name of Director  Long/short position Capacity shares (%)

R

BMAOB D

EEnE ®RR 54 RODEE (%)

Mr. Lu Yuguang Long position Beneficial owner 10,001 100
ERENEE HaE ERBEAA

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2015



Report of the Directors

EEEHRE

Save as disclosed above, as at 31 December 2015, 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.

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

As at 31 December 2015, 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:

BREXHEEEIN R_TE—RF+_-A
=t—B ARAEFHAEBTRAEHER
ARAREEFBABER(EEREFLME
{ERPIZEXVER) BB - HERERR D MEHPHEE
RIEEH M ERDIEXVEE 7 R E 87 &)
RERMEARA LB AERIORE (B
HEIRIRRE 77 R B R M % F R XM aT AR
FREHERENERIORR) - IREEFF LB
BIRPIEI2IFABECRZIGMAA AR EFE
B RMARERIRR - HIRIFRETRIM
ARTTAGARE NN ERIOAR -

Bl — TERRREQFAR
B REERG BRI AR

RZZBE-—RF+_A=+—H ®HERFESE
PR AR AL B (EERAAREEST
BABRRIN) RAR RIS B RER D A
AR R A RIBE 75 R B 1555 XV 785 2
Ko 393 BRI SC R IRV AN ) B Bt A2 P 4% B8 ) M
FORE - HAREE 77 L B RHI 5 336 1R7EA
ARRBEEECMOERIOLER -

Number of Approximate

shares/ percentage of

Name of substantial Long/short underlying shareholding

shareholder position Capacity shares  Note (%)

R

B3, R BOBEDE

TERRER BB BR/ KA 56 ROBE M (%)

Grandview Capital Long position Beneficial owner 637,500,000 1 62.42
Investment Limited e EmBAA

Sunbrilliant Capital Long position Beneficial owner 75,000,000 2 7.34
Investment Limited S ERBEAEA

FIL Limited Long position Investment manager 61,442,000 - 6.01

Sy

RELE
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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.
Mr. Zhang'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 2015, 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.

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.

(a)

32

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;
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(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 2.94% of the issued share capital of the
Company as at the date of this annual report (i.e.
1,021,876,000 shares);

(c) 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;

(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;

(i) 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.

(f)  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.

(b) AARAREERITEREE XA
&A1 AR AT B A AT B RE AR A
M1 TR Z D E B & 30,000,000
&R - (hARF 3R A BAR QR E B
17 B& AN ( BN1,021,876,000% ) 2 49
2.94% ;
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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 2015

are as follows:

VR

Number of shares issuable under the share options

BE-_T—AF5+-_A=+—HBILEE
5 & B BB AR M 5T 819X H B8
FFHEOT ¢

REBRETTARTORGEA
Lapsed/
Exercise As at Exercised cancelled As at
Date of price per 1 January during during 31 December
Grantee grant share 2015 the year the year 2015
i L3 i
“E-1f £ BA¥/  -%-if
5N BB BRTEE -A-H BfifE i TZA=1-H
Directors
g2
Mr. Lu Yuguang 19 May 2014 1075 3,000,000 - - 3,000,000
4y ik ZE-mE
RATHA
Mr. Zhang Haitao 19 May 2014 1.075 5,000,000 - (5,000,000) -
(Note 2)
RERLE —3-mE (MzE2)
RATAE
Mr. Wu Shaolun 19 May 2014 1075 3,000,000 (600,000) - 2,400,000
(Note 3)
RIRRE e 3 (Bf3E3)
RATHA
Ms. Zheng Tingting 19 May 2014 1.075 2,000,000 - - 2,000,000
(Note 4)
dspnt —3-mE (Mizt4)
RATAE
Employees of
the Group
15EES
in aggregate 19 May 2014 1.075 13,030,000 (1,898,000) - 11,132,000
(Note 4) (Note 5)
3t ZE-mE (Ffsta) GG
TATHAE
26,030,000 (2,498,000) (5,000,000 18,532,000
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(b)

Notes:

(1) 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

(c) 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).

(2) The 5,000,000 share options held by Mr. Zhang were cancelled.

(3) The closing price of the Company’s shares immediately before the date on
which the 600,000 share options were exercised was HK$3.90 per share.

(4) The figure as shown has been adjusted because the share options held by Ms.
Zheng which has been previously classified in the category of the “employees
of the Group” is now shown separately under the category of “Directors”, as a
result of her appointment as an executive Director on 23 November 2015.

(5 The weighted average closing price of the Company’s shares immediately
before the dates on which these share options were exercised was
approximately HK$3.85 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.

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.

(b)

'\

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

(a)

(b)

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.

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.

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.
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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.

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

(¢)  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.
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The total number of shares currently available for issue under the
Share Option Scheme is 73,530,000 shares, representing
approximately 7.20% of the issued share capital of the Company as
at the date of this annual report (i.e. 1,021,876,000 shares).

CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 41 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 or disclosed by way of announcement in compliance with the
disclosure requirements under Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

a.

38

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

On 1 January 2014, the Humen branch of Dongguan New Horizon
Elastic Fabric Company Limited (“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 is 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 is 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 2015, rental paid
to Mr. Lu by the Group amounted to RMB885,753 (equivalent to
approximately HK$1,099,082).
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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 are
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 is 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 2015, rental paid to Mr. Lu by the Group amounted
to RMB2,407,482 (equivalent to approximately HK$2,987,311).

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 (ii) 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 2015, rental
paid to Dongguan Clothing by the Group amounted to
approximately RMB984,060 (equivalent to approximately
HK$1,189,545).
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As at 25 September 2015 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 Shaolun, 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 Shaolun)
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 Shaolun, and therefore is a connected person of the
Company pursuant to Rule 14A.07 of the Listing Rules.

Independent non-executive Directors’ confirmation

The independent non-executive Directors have reviewed the above
continuing connected transactions and confirmed that the transactions
have been entered into:

(@ inthe 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

(c) 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 disclosed by the
Group in pages 38 to 40 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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TEMPORARY STRUCTURES

The Board has reserved certain areas in our new production facility (the
ninth production facility) for relocation of the cafeteria and offices from
our temporary structures. The two temporary structures will subsequently
be demolished after the relocation, which is expected to take place upon
completion of the construction of the ninth production facility in around
2016.

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 Chun Yu, Mr. Cheung Yat Ming and Mr. Ding
Baoshan. Mr. Sai Chun Yu 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 48 to 58 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.

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 maturity of 3 years from the date of
first drawdown of 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;

(i) continue to be the single largest shareholder of the Company;
(i) 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.
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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 62.67%
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.

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 2015.

AUDITOR

The consolidated financial statements of the Company for the year ended
31 December 2015 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, 22 March 2016
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Biographical Details of Directors and
Senior Management
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EXECUTIVE DIRECTORS

Mr. LU Yuguang (E %), aged 50, is the chairman of our Company.
He was appointed as a Director on 14 June 2013 and re-designated as an
executive Director 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 one 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 (FRZEM
% Z B &) since December 2011 and a member of the High-tech
Enterprises Association in Dongguan City (R=m & # Tt ZE @)
since July 2009. In July 2009, Mr. Lu was awarded with the “Chinese
Enterprise Management Innovation Achievement Award” (B {2 E 1R
BlI¥TEL L 22) by the China Academy of Management Science (FF B & 12
Rl 2 8 98 B2). Mr. Lu is a brother-in-law of Mr. Wu Shaolun. As at 31
December 2015, 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.

Mr. ZHANG Haitao (35/82), aged 46, 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 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 years of
experience in the textile industry. Mr. Zhang has worked in our Group
since February 2003 and held the position of general manager of
Dongguan BPT. Prior to working in our Group, Mr. Zhang worked for
Pioneer Elastic Fabric (China) Company Limited (BB #7384k (P ) &
FR /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 (&5
Kk ) since November 2009 and an individual life member of the
Hong Kong General Chamber of Textiles Limited (& 78 #7 4% 75 &) since
September 2013. Mr. Zhang completed a fashion technology course at
the Beijing Institute of Fashion Technology (1t R ARE 27 ) in July 1992
and further obtained a master’s 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 Tingting, an executive Director of the Company.
As at 31 December 2015, 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> f&), aged 51, is an executive Director. He was
appointed as a Director on 14 June 2013 and re-designated as an
executive Director 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
nineteen 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 (Remm H M%) since July 2009 and a director of the
Dongguan City Association of Enterprises with Foreign Investment (5
MINEIRE R EFHE) since November 2013, Mr. Wu is a brother-in-law
of Mr. Lu Yuguang. As at 31 December 2015, 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.

Ms. ZHENG Tingting ([ i 12), aged 40, is an executive Director, 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 sale 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 (&
ZEEEFIZBT) in the PRC in June 1996. Ms. Zheng is the spouse of
Mr. Zhang Haitao, the chief executive officer and an executive Director of
the Company. As at 31 December 2015, 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 (55—, aged 47, was appointed as an independent
non-executive Director 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 (# %
B0 P % B 4E) from the HongQi (4L 58 & F1)) and China Report
(f B ¥R &), Mr. Cheung graduated from the Hong Kong Polytechnic
University with a bachelor’s degree in accountancy in November 1991.
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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.

Mr. DING Baoshan (T &), aged 53, was appointed as an independent
non-executive Director 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 (&M /58 T %
% B BB A 7Al), managing various departments until October 2007.
Starting from 2008, he was the general manager of Beijing Shengshi
Huaxuan Investment Company Limited (1t 5 B 2= &8 & PR A 7)) until
June 2015. Starting from May 2011, he has been an independent director
of Qinghai Huading Industrial Company Limited (F/8E R E X AR A F),
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. With effect from 30
March 2015, Mr. Ding has been appointed as an independent director of
Shanxi Guoxin Energy Corporation Limited (LI 78 B# LRI 1D B R A F),
a company listed on the Shanghai Stock Exchange (Stock code: 600617).
Mr. Ding graduated from the Beijing Iron and Steel Institute (1t 5 3 i £3p5)
with a bachelor’s degree in mining machinery in July 1985. In June 1988,
Mr. Ding completed a master’s degree in engineering at Beijing University
of Science and Technology (1t R EHE K Z2) in the PRC. Mr. Ding graduated
from the China Social Science Institute (41 B4t @RI 2287 ) with a doctorate
degree in economics in July 1991.
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Mr. SAl Chun Yu (R#&F), aged 35, was appointed as an independent
non-executive Director on 8 May 2014. He is also the chairman of the
Audit Committee of the Company. Mr. Sai has over twelve 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’s degree in
business administration in December 2002.

CHIEF FINANCIAL OFFICER AND

COMPANY SECRETARY

Mr. CHAN Yiu Sing (Ff# £), aged 37, 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 our Group.
Mr. Chan has over ten 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’s degree in
commerce in June 2005 and a bachelor’s 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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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 2015 (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 information of the
Company.

BOARD OF DIRECTORS

During the Reporting Period, Ms. Zheng Tingting was appointed as an
executive Director on 23 November 2015. 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 Yuguang
(Chairman of the Board), Mr. Zhang Haitao (Chief Executive Officer), Mr.
Wu Shaolun and Ms. Zheng Tingting, and three independent non-
executive Directors, namely Mr. Cheung Yat Ming, Mr. Ding Baoshan and
Mr. Sai Chun Yu.

The biographical information of the Directors as well as the relationships
between the members of the Board are set out on pages 43 to 47 of this
annual report.

Chairman and Chief Executive Officer

The positions of Chairman and Chief Executive Officer are held by Mr. Lu
Yuguang and Mr. Zhang Haitao 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.
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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.

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, Ms. Zheng Tingting,
being appointed by the Board on 23 November 2015, shall hold office
until the forthcoming AGM while Mr. Lu Yuguang and Mr. Cheung Yat
Ming 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.
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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.

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 company
secretary. Training records of Directors in 2015 are as follows:

EEEXNEIICHEARRNERT - EER
—T-RFNEIRENT

Directors Type of trainings
&S Y
Executive Directors HITES

Mr. Lu Yuguang EEREA A&B
Mr. Zhang Haitao RGBS A A&B
Mr. Wu Shaolun Rkt A&B
Ms. Zheng Tingting Bie e+ A&B
Independent Non-Executive Directors BAFHTES

Mr. Cheung Yat Ming Rk —IB A A&C
Mr. Ding Baoshan TEWLEAE A&C
Mr. Sai Chun Yu KIRFEE A&C

A: reading materials relating to the Group, general business, latest development of the A: BBEBAEAER  —RERE - FTHUINSHEE

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, five Board meetings were held.

In addition, the Chairman held a meeting with the independent non-
executive Directors without the executive Directors’ presence.

A tentative schedule for regular Board meetings for 2016 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.
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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 Chun Yu, Mr. Cheung Yat Ming and Mr. Ding
Baoshan and is chaired by Mr. Sai Chun Yu.

The main duties of the Audit Committee are to assist the Board in
reviewing the financial information and reporting process, internal control
procedures and risk management system, 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.

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 three meetings to
review annual results of the Group for the year ended 31 December
2014, the interim results of the Group for the six months ended 30 June
2015 and significant issues on the financial reporting and compliance
procedures, internal control 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.
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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 Baoshan, Mr. Lu Yuguang and Mr. Cheung
Yat Ming and is chaired by Mr. Ding Baoshan.

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.

During the Reporting Period, the Remuneration Committee met three
times for the purpose of, among other matters, reviewing and making
recommendation to the Board on the remuneration package of Ms.
Zheng Tingting, the newly appointed executive Director of the Company;
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 2015 are set out in note 12 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 2015 is set out below:

Remuneration bands (HK$)
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FMEEE
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ERR—BEE BT BILAERETER -
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FENLHIR] B R N EUR R R R B BRI Fr DARE
RUBEENHFAHEADERTEEAFH
= -

N Z B & ) Bk 80 B 2 DRI TR BE 3 PR I
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Number of person(s)

AB

2,500,000-3,000,000

1
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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 Yuguang, Mr.
Cheung Yat Ming and Mr. Ding Baoshan and is chaired by Mr. Lu
Yuguang.

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.

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 three times
for the purpose of, among other matters, considering and making
recommendations to the Board on the appointment of Ms. Zheng
Tingting as an executive Director of the Company; 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.
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ATTENDANCE RECORD OF DIRECTORS AND
COMMITTEE MEMBERS

The attendance record of each Director at the Board and Board
committee meetings of the Company held during the Reporting Period is
as follows:

EERZEENETRLETE

REEHERREHEANERANARTNESS
REEZBEEZMIHEMT

Meetings attended/Meetings held
HEEBRY EBRETRE

Nomination Remuneration Audit
Name of Directors Board Committee Committee Committee
EEHE EEg REEES FHEES EREEE
LU Yuguang 5/5 3/3 3/3 N/A i
Bk
ZHANG Haitao 5/5 N/A N3 A N/A i A N/A TNiE A
KB
WU Shaolun 5/5 N/A N3 A N/A i A N/A TNiE A
R0
ZHENG Tingting (Note) N/A NiE N/A 1~ A N/A i@ N/A NiE
izt (MEE)
CHEUNG Yat Ming 5/5 3/3 3/3 3/3
w—I5
DING Baoshan 5/5 3/3 3/3 3/3
TEI
SAI Chun Yu 5/5 N/A N3 A N/A i A 3/3
KIRF

Note: Ms. Zheng Tingting was appointed as an executive Director on 23 November 2015. No iz : BB 4tR - E—RF+—A -+ =REZTA

Board meeting was held during the period after her appointment date to 31 December
2015.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the financial
statements of the Company for the year ended 31 December 2015.

The Directors are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

The statement of the independent auditor of the Company about their
reporting responsibilities on the financial statements is set out in the
Independent Auditor’s Report on pages 59 to 60 of this annual report.

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 2015 and tax compliance services) for
the year ended 31 December 2015 amounted to HK$2.1 million and
HK$455,000 respectively.
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INTERNAL CONTROLS

The Group has in place the sound and effective internal controls to
safeguard shareholders’ investment and assets of the Group. The
Company has from time to time reviewed effectiveness of the risk
management and internal control systems in order to ensure that they
meet with the dynamic and ever changing business environment.

During the year ended 31 December 2015, the Board, through the Audit
Committee, 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 and financial reporting function, and training programmes
and budget. The Board and Audit Committee are satisfied with the
effective risk management and internal controls of the Company.

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
measureable 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.

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 chairman 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 annual 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 auditor independence.
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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.

(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
dispatch 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 pursuant to the Listing Rules. 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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Independent Auditor’s Report
18 3 A% BLAD 3

Deloitte.
=2

TO THE MEMBERS OF
BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

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 61 to 151,
which comprise the consolidated statement of financial position as at 31
December 2015, 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 a summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants 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.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report 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. We conducted our
audit in accordance with Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public Accountants. Those standards
require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

HEBREREZERBRABRE
(REAEHEZMAL A BHRAA])

EEEBERIHENFCI 151 EBABERE
BAERRR(EAR]) REMBAR (AT
BIERE)NSEEMBRE  HEEMHR
REER_F-—AFt _A=1T—HN&EAHM
BRRKREBEEZA LFENGABRHELEM
PEEEER SEARREBRIEABRSRE
& AREBEFBRBE R EAMERE -

ESHARSUBBRRARENER

BERAEFEARBERBERBS A RME
FEMBRE L LIZBEL R RPN K E
MERBMEBEM AT RERA M B RE
FEBEERSRBEYBRER L EN AR
il - LABEAR & M FS AR N FAE R ARF SR RR
B H) B A RERAL -

BB ATV ELE
REESHEZERIER  EFNEERRE
EENECHRERAMBBRERER U
ERZBERBRE - R ZINRREREEAM
BH - BETERARE AT AEREMBA
TH FSEAEENER - EFCREETBSET
B ARG T BEEETER - RFE
AIERESETERRS  UREMATE
% NAEREZFRAMBHRRESTFE
EMERBRERL -
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Independent Auditor’s Report
8 3% A

AUDITOR'’S RESPONSIBILITY (CONTINUED)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal controls relevant to the
entity’s preparation of consolidated financial statements 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
entity’s internal controls. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the financial position of the Group as at 31 December 2015 and
of its financial performance and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in compliance with the disclosure requirements of
the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 March 2016
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Consolidated Statement of

Profit or Loss and Other Comprehensive Income

meEERkAMEEWER

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

AU

2015 2014
—E—0F —ET—OF
Notes HK$'000 HK$'000
B 5E FHBxT T
Revenue WA 7 2,048,138 1,860,881
Cost of sales SHERA (1,367,666) (1,292,474)
Gross profit EF 680,472 568,407
Other income E AU A 9 45,896 40,823
Other gains and losses Hb s R EE 10 699 5,143
Selling and distribution expenses HERDERY (97,651) (83,069)
Administrative expenses ITEFAY (144,630) (130,627)
Research and development costs -y (47,429) (42,390)
Listing expenses rmER - (23,518
Share of result of a joint venture DREETEEE 1,044 -
Finance costs A& B AN 11 (24,179) (30,961)
Profit before taxation MR E AR T 14 414,222 303,808
Income tax expense FriSHif X 15 (71,839) (56,904)
Profit for the year FERF 342,383 246,904
Other comprehensive (expense) income:  Hth 2 (B ) W2k :
ltems that may be reclassified HIgn e EE
subsequently to profit or loss: BEmrIEE
Exchange differences arising on HMEGINETEEER
translation of foreign operations PE N E%R (128,924) 2,158
Share of translation reserve of DIEEELENBRE
a joint venture (G (226) -
Fair value loss on available-for-sale AN ESREE
financial assets B A EEE (375) (82)
Other comprehensive (expense) FAHM2E (X)) W&
income for the year (129,525) 2,076
Total comprehensive income FRE2AEKREE
for the year 212,858 248,980
Earnings per share BRER 17
— Basic (HK cents) — EARGEL) 33.56 27.05
— Diluted (HK cents) — 58 (OB 33.21 26.87
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Consolidated Statement of Financial Position

e R AR I AR

As at 31 December 2015 R-_Z—HF+_-_A=+—H

2015 2014
—E-HF —T—F
Notes HK$’'000 HK$'000
B =E FHExT FAT
Non-current assets FRBEE
Property, plant and equipment ME - WENMEKRE 18 1,034,611 1,105,685
Interest in a joint venture RELhEMNER 21 10,175 -
Prepaid lease payments FENBEERNK 19 39,983 43,481
Deposits e 24 33,733 26,182
Available-for-sale financial assets AHHESREE 20 2,522 2,897
Deferred tax assets ELEFIBEE 32 3,319 3,622
1,124,343 1,181,867
Current assets REEE
Inventories FE 22 364,838 347,658
Prepaid lease payments FERHEERRK 19 955 1,013
Trade and bills receivables B S EW A IE N ENEE 23 468,170 418,615
Other receivables, deposits and EipEIHIE - 128 R
prepayments TR RIE 24 29,259 33,979
Amount due from a joint venture U A& ERIE 21 4,778 -
Derivative financial instrument PTESmIA 31 1,046 -
Pledged bank deposits BEIMEITFR 25 37,647 85,147
Short term bank deposits RHIRITERK 25 242,430 649,792
Bank balances and cash RITHER LIRS 25 627,293 94,793
1,776,416 1,630,997
Current liabilities REEE
Trade payables B 5 ENRE 26 123,813 85,774
Bills payable FERT IR 27 264,925 270,779
Other payables and accrued charges HihEN B NIESTER 28 133,505 101,336
Amount due to a joint venture EREEERE 21 2,745 -
Bank borrowings IRITE 29 588,157 401,863
Obligations under finance leases BEMEAE 30 11,427 20,629
Derivative financial instrument PTESmIA 31 323 -
Tax payable eI 24,011 31,862
1,148,906 912,243
Net current asset RBEEFE 627,510 718,754
Total assets less current liabilities HEERRBARG 1,751,853 1,900,621
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Consolidated Statement of Financial Position

e B AR L AR

As at 31 December 2015 R-Z—HAF+-_A=+—H

2015 2014
—E-hfF —E-OF
Notes HK$'000 HK$'000
B 5E FHET T
Non-current liabilities FRBEMF
Bank borrowings IRITER 29 - 258,972
Obligations under finance leases BEMEAE 30 5,931 16,385
Deferred income PRIEI A 6,978 8,486
12,909 283,843
Net assets EEFE 1,738,944 1,616,778
Capital and reserves EXRGHE
Share capital A% A 33 10,213 10,188
Reserves i 1,728,731 1,606,590
Equity attributable to owners of RARFEEAEGLERS
the Company 1,738,944 1,616,778

The consolidated financial statements on pages 61 to 151 were approved £ 61E 151 EMNGEA M BRzEESTe N =
by the Board of Directors on 22 March 2016 and are signed on its behalf Z—XE=A -+ - H#EREUNTREE

by: E=
Lu Yuguang Zhang Haitao
EEX RiEE
Chairman Executive Director
i HITEF
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Consolidated Statement of Changes in Equity

GEERSHX

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

Attributable to owners of the Company

ADTHEEAELE
Investment PRC Share Non-
Share revaluation Other Special  statutory Translation options  Retained controlling
Capital  premium reserve reserve reserve reserve reserve reserve profits Total interests Total
REERH HEEE BRE FER
Bx  ROEE BE  Hfthe  BHRE R BERE i REER #st [ 3] st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TEL THL FAL FAL FAL TAT TAT FAT TAT TEL THL
(Note b) (Note ¢)
(b)) (Mito)
At 1 January 2014 RZF-RE-F-A 87 - (22) - (22,691) 47,998 88,382 - 611,809 725,563 106,636 832,199
Profit for the year FEEF - - - - - - - - 246,904 246,904 - 246,904
Exchange differences arising on BENEENESZE
translation - - - - - = 2,158 = - 2,158 - 2,158
Fair value loss on available-for-sale NHLESREED
financial assets ATEER - - (82) - - - - - - (82) - (82)
Other comprehensive (expense) income FRAMEE(RR)
for the year iz - - 82) - - - 2,158 - - 2,076 - 2,076
Total comprehensive income for the year FE2ENSLE - - (82) - - - 2,158 - 246,904 248,980 - 248,980
Issue of new ordinary shares of BAREHNE AR
the Company (note 33) (Biz£33) 2,692 575,185 - - - - - - - 577,877 - 577,877
Transaction costs attributable to issue of — E{TALEH L@
new ordinary shares of the Company EERSHK - (25,042) - - - - - - - (25,042) - (25,042)
Capitalisation issue of shares (note 33) 12 R BT (H3E33) 7488 (7,488) - - - - - - - - - -
Reserve arising from group reorganisation A =Z—M&E—E+7H
completed on 16 January 2014 (note a) TREMSARELL
EiEGED) (79) - - 106715 - - - - - 106636 (106,636) -
Early termination of financial guarantee RERIEBER - - - - 9,621 - - - - 9,621 - 9,621
Recognition of equity-settled share based ~ HERIRELER R A
payments (note 36) ER I (K 36) - - - - - - - 8,800 - 8,800 - 8,800
Transfer from retained profits to HREEFIERZH
the PRC statutory reserve ETHE - - - - - 14,917 - - (14,917) - - -
Dividends recognised as distribution BARRMRE (M 16)
(note 16) - - - - - - - - (35,657) (35,657) - (35,657)
At 31 December 2014 RoB-ME
+=A=t+-H 10,188 542,655 (104) 106,715 (13,070) 62,915 90,540 8,800 808,139 1,616,778 - 1,616,778
Profit for the year FRER = = = - - - - - 342,383 342,383 - 342,383
Exchange differences arising on BERELNEREZE
translation - - - - - - (128,924) - - (128,924) - (128,924)
Share of translation reserve of PEAECENRERE
ajoint venture - - - - - - (226) - - (226) = (226)
Fair value loss on available-for-sale MREESREEN
financial assets ATEFE - - (375) - - - - - - (375) - (375)
Other comprehensive expense FEEAMZEFX
for the year - - (375) - - - (129,150) - - (129,525) - (129,525)
Total comprehensive income for the year FE2EREAR - - (375) - - - (129,150 - 342,383 212,858 - 212,858
Issue of new ordinary shares of BIAREMERR
the Company (note 33) (Wi33) 25 5303 - - - - - (2.643) - 2,685 - 2,685
Recognition of equity-settled share based ~ FEZIRIEL ERRI 2
payments (note 36) EREIF (5 36) - - - - - - - 11,680 - 11,680 - 11,680
Transfer from retained profits to HREEFERERE
the PRC statutory reserve ETEE - - - - - 23,830 - - (23,830) o o o
Dividends recognised as distribution BERDRARE (HEE16)
(note 16) - - - - - © = = (105,057)  (105,057) = (105,057)
At 31 December 2015 R-B-1%
+-h=1+-A8 10213 547,958 (479) 106,715 (13,070) 86,745 (38,610) 17837 1,021,635 1,738,944 - 1,738,944
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Consolidated Statement of Changes in Equity
mEEm SR

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

Notes:

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 guarantee is recognised as deemed
distribution to the shareholders at initial recognition.

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.

HBABRRZERAERAR/ —T—HFFR

1R #& 2 A B £2 Grandview Capital Investment Limited
(I'Grandview]) * Sunbrilliant Capital Investment
Limited ([Sunbrilliant]) % Lakefront Capital
Investment Limited ([ Lakefront]) & B R =% — U4
— A+ A NBE Y2 B E W% #  Grandview
Sunbrilliant % Lakefront 2 Bl M AR A8 EEEE A
REBRGBERAERRR(BRSBIZER]D 2
85% ~ 10% K 5% Hm - BEREBHARALREK
L X BRBR R R4 5 B Grandview
Sunbrilliant X Lakefrontfic %% K #f 47331,500 % *
39,000 119,500 & EI(E0.0 /B T2 IR 1A 46 ©
£ 72 Sunbrilliant & Lakefront 7t it 8 3 1 fid % 14 &
R ERGSHERE(BB)BRAR(NEERED S
B10% k5% 2 & = ¥ = - It  Sunbrilliant &
Lakefront B 9 B 2 #040 B BB L 20 E BB T
HIFEIMUE T Grandview © B BRE T2 BATEH
EREREWMBRARSRRIER-_T—=FNA
=THENAFEMET - BRSEEREEKRAER
RRAIZEEWNBRAR - AEEMWEMBEELD
106,715,000/ 7T+ 8 A X A 47 2 I fh M (B 1
Sunbrilliant % Lakefront #%5 ) 3E %2 A% # &% BR T (8 &
BRAGBIZERNEK —E—NFE— A+ BNEER
BEHATZERE

ARBETHEBARREBEQRIRHMBER -
MBERO DT EVRERRRERMRRDIK o

FEARKMB(HEDZEZEFRERTANIK - &
ZREENEREATENBEATNESSRENBELR
AMAEME MBI ERRERETE - ZHEN
RERHARRATEMBRATNEFERNERA
FONAR o
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Consolidated Statement of Cash Flows

GERERER

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

2015 2014
—E—AHF —ZT—F
HK$'000 HK$'000
FET FHAT
Operating activities REET
Profit before taxation [ A5 A v ) 414,222 303,808
Adjustments for: BT RIBIEL R :
Interest income FEHA (29,696) (13,081)
Financial guarantee income B IS ERILA - (2,179
Finance costs BhE RN 24,179 30,961
Reversal of allowance of obsolete inventories fREFEBERE[D (989) -
Share of result of a joint venture DIEEEREREE (1,044) -
Depreciation of property, plant and M WEX
equipment RIBITE 121,262 115,595
Change in fair value of derivative MTHEZEIAN
financial instruments N EZS (80) (515)
Change in fair value of investment properties KEMENNTFEE - 2,532
(Gain) loss on disposal of property, HEWE  HEK
plant and equipment B € ) ! (337) 19
Share-based payment expenses [t BETER R 11,680 8,800
Amortisation of prepaid lease payments BIETENHEENRK 955 1,013
Amortisation of deferred income IR A (1,118) (1,136)
Unrealised exchange (gains) losses arising BRESEERRETNR
on translation of current accounts REFEEMNRER
within group entities 5 (e ) 18 (12,053) 4,808
Operating cash flows before movements LEELEHIN
in working capital KERSRE 526,981 450,625
Increase in inventories ZE®EmN (37,575) (29,361)
(Increase) decrease in trade and bills receivables 2 5 & W18 & fE L = 5
(3H0) 35> (58,604) 35,074
Decrease (increase) in other receivables, deposits ~ H i EUg K IE - 124 R FEftFKIE
and prepayments B (380) 74 (5,422)
Increase in amount due from a joint venture FE A B> ZEFRIAE N (4,778) -
Increase in amount due to a joint venture & &S FIRE M 2,745 -
Increase (decrease) in trade payables B S IERFIRE I O D) 42,709 (21,694)
Increase in bills payable FETZRIBIE N 6,944 68,205
Increase (decrease) in other payables HEMENZIERETER
and accrued charges 190 GRi ) 37,809 (29,852)
Proceeds from settlement of derivative HETESRTARBIIAE
financial instruments - 2,026
Cash generated from operations KEEBEES 516,305 469,601
Income tax paid BEATPTSH (78.814) (33,811)
PRC withholding tax HR TR0 = (3,161)
Net cash from operating activities B ETRFTSIR & 558 437,491 432,629
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Consolidated Statement of Cash Flows

mERERER

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

2015 2014
—EB-fHE —ZT—mF
HK$°000 HK$'000
FE T FAT
Investing activities REES
Placement of pledged bank deposit FHEERRITER (76,436) (220,210)
Withdrawal of pledged bank deposits R EEMRITFN 120,700 231,451
Interests received BUH B 32,140 6,563
Addition of property, BEWME  BEMEE
plant and equipment (121,884) (184,602)
Proceeds on disposal of investment HEREWES
properties IR - 69,270
Proceeds from disposal of property, MEWE - BEMEE
plant and equipment FriSsk18 605 2,092
Withdrawal (placement) of short term RE(FR) REIEA A
bank deposits with original maturity BB ={EA 2 EARRTT
over 3 months T 407,362 (649,792)
Acquisition of a joint venture WE—HEErE (10,000) -
Net cash from (used in) investing activities & & EBIFTS (FTR) IR & F5E 352,487 (745,228)
Financing activities BEES
Interests paid BERFLE (24,317) (31,061)
Dividends paid ERRE (105,057) (35,657)
Proceeds from issue of new shares BTN TS RUR 2,685 577,877
Payments of transaction costs BATEAR A
attributable to issue of new shares LSRR TR - (25,042)
New bank borrowings raised PR ITHER 917,979 1,001,618
Repayment of bank borrowings BERITER (864,214) (1,093,966)
Repayment of syndicated loan BEREEN (126,443) (43,500)
Repayment of obligations under EEMEHEAE
finance leases (19,656) (36,811)
Net cash (used in) from financing activities F&E EE) (FTA) FT5IR & /558 (219,023) 313,458
Net increase in cash and cash equivalents 314 &I & ZEBWILHF5E 570,955 859
Cash and cash equivalents at beginning FUNBR e MIREFEEY
of the year 94,793 97,536
Effect of foreign exchange rate changes ~ [EXREB)H) 52 (38,455) (3,602)
Cash and cash equivalents at end of FHRORENRESEEY -
the year, represented by RIRTTASBR R SR K
Bank balances and cash 627,293 94,793
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Notes to the Consolidated Financial Statements

mE U BRRME

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

68

GENERAL INFORMATION AND BASIS OF
PREPARATION

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
("HKS$"), which is the same as the presentation currency of the
consolidated financial statements.

Pursuant to a 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 year ended 31
December 2014. 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 ended
31 December 2014 include the results, changes in equity and cash
flows of the companies now comprising the Group as if the group
structure under the group reorganisation had been in existence
throughout such year.
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Notes to the Consolidated Financial Statements

ma M BRRME

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

2.

APPLICATION OF NEW AND REVISED 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
2015. 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.

New and revised HKFRSs in issue but not yet effective

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

HKFRS 9
HKFRS 15

Financial Instruments?

Revenue from Contracts with
Customers?

Amendments to HKAS 1 Disclosure Initiative’

Amendments to HKAS 16
and HKAS 38

Clarification of Acceptable Methods
of Depreciation and Amortisation’

Amendments to HKAS 16
and HKAS 41

Agriculture: Bearer Plants'

Amendments to HKFRS 10
and HKAS 28

Sale or Contribution of Assets
between an Investor and its

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Amendments to HKFRS 11

Amendments to HKFRSs

Associate or Joint Venture?
Investment Entities: Applying
the Consolidation Exception’

Accounting for Acquisition of
Interests in Joint Operations'

Annual Improvements to
HKFRSs 2012-2014 Cycle!

! Effective for annual periods beginning on or after 1 January 2016, with earlier
application permitted.

2 Effective for annual periods beginning on or after 1 January 2018, with earlier
application permitted.
3 Effective for annual periods beginning on or after a date to be determined.
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Notes to the Consolidated Financial Statements

mE U BRRME

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

2. APPLICATION OF NEW AND REVISED HONG 2. ERHFIIRELEITEBMER
KONG FINANCIAL REPORTING STANDARDS XA ([ FEMBREER )
("HKFRSS") (Continued) €0
HKFRS 9 “Financial instruments” ERMERELEDFEIRI /T A

HKFRS 9 issued in 2009 introduced new requirements for the R-EBEZNEEHINE BB ERELE
classification and measurement of financial assets. HKFRS 9 was B ASMEEDBLTENTE
subsequently amended in 2010 to include requirements for the Ko BEBARE—ZSFETNEEHG
classification and measurement of financial liabilities and for RMELEBFOE RIS MBES E L
derecognition, and further amended in 2013 to include the new EARKIFEROHRE - WiE—FR =
requirements for general hedge accounting. Another revised version T —ZF BB R e staE
of HKFRS 9 was issued in 2014 mainly to include (a) impairment HWE - R-ZE—EED BBV ER

HFEAFEIF S —EEETRAEZ N

AN@BEHEREEZRMERE : Kb)HE
RETHEBBKIASIAEBEME
EW AR A HESIRR] ([BREMZE K

requirements for financial assets and (b) limited amendments to the
classification and measurement requirements by introducing a ‘fair
value through other comprehensive income’ (“FVTOCI")
measurement category for certain simple debt instruments.

70

Key requirements of HKFRS 9 are described below:

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 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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2. APPLICATION OF NEW AND REVISED HONG 2.
KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs") (Continued)

HKFRS 9 “Financial instruments” (Continued)

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
changes in the financial liabilities’ 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 was
presented in profit or loss.

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.

The directors of the Company have reviewed the Group’s financial
assets as at 31 December 2015 and anticipate that the application
of HKFRS 9 in the future may result in provision of 12 months and
lifetime expected credit losses on financial assets and is not likely to
have other material impact on the results and financial position of
the Group based on an analysis of the Group’s existing business

model.

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.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“"HKFRSs") (Continued)

HKFRS 15 “Revenue from contracts with customers”
(Continued)

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
J Step 2: Identify the performance obligations in the contract
° Step 3: Determine the transaction price

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

J Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation

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.

The directors of the Company anticipate that the application of
HKFRS 15 in the future will not have a material impact on the
amounts reported and disclosures made in the Group’s consolidated
financial statements.

Amendments to HKAS 1 Disclosure Initiative

The amendments to HKAS 1 Presentation of Financial Statements
give some guidance on how to apply the concept of materiality in
practice.

The amendments to HKAS 1 are effective for annual periods
beginning on or after 1 January 2016. The directors of the
Company do not anticipate that the application of these
amendments to HKAS 1 will have a material impact on the amounts
recognised or the presentation and disclosure in the Group’s
consolidated financial statements.

The directors of the Company anticipate that the application of
other amendments to HKFRSs will have no material impact on the
results and financial position of the Group.
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3.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards 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 (the “Listing Rules”) and
by the Hong Kong Companies Ordinance (“CQO").

The provisions of the new Hong Kong Companies Ordinance (Cap
622) regarding preparation of accounts and directors’ reports and
audits became effective for the Company for the financial year
ended 31 December 2015. Further, the disclosure requirements set
out in the Listing Rules regarding annual accounts have been
amended with reference to the new CO and to streamline with
HKFRSs. Accordingly the presentation and disclosure of information
in the consolidated financial statements for the financial year ended
31 December 2015 have been changed to comply with these new
requirements. Comparative information in respect of the financial
year ended 31 December 2014 are presented or disclosed in the
consolidated financial statements based on the new requirements.
Information previously required to be disclosed under the
predecessor CO or Listing Rules but not under the new CO or
amended Listing Rules are not disclosed in these consolidated
financial statements.

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
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”.

FTESFEE
ZEGAMBRREREETBGTA
ERMOBEMBRSERFEH - It
Sh RERAVBRRBREBMMES
EFRAN(T Em D)) RFB QB
(TRBIERGI ) P E RO BRI ER -

REE-_ZT—AF+tZA=+—H1H
FMEARAEN(F622E) E@ R
BEA REERE RBEZNBESCHAR
RIER e 1A ETRAIFE Y BB F
EERBMEEZRE 2B AL E
TIET U REREY BREERETHE
HeEHII BE_ZET—HFE+ A
T —HIEUFREUBHRENERZ
WMEPECEREDUNETZENE
ke EHEE_ET—NE+_/F=+—H
I F BRI L E R T ERFTE SRR
REMBRERTERKEE - ZRIRIE
BT A BBk E R AT 2R EERIE
FraEHERM ST EmRAIBAERE
RERI BN L SR AV MR IEE -

AT X TR - RIS RE
RERFHNATFEFENETERITA
S IREM B RMRECRIBEELRAEE

MREd -

JE 2 AR AR — MR A R 3 M am B AR 75 P4
RENDFERE - R FEDRFTER
MZ2EENEFX ST HEEEMK
BSEEAEMNER M AHAIS
EREMEETAEZAIBENKIGFTZ
Bi% - RNMAEFFEEXA BN A FER
AEEEEEMSE2RENGERAHE
EXREBEEERMEREEEXABR
- e BRERIEFER ARE
RENAFETVIZEEEEE - EFE
SHENFEI7REHE I SEANEE
R o REAFERLELFAFENG
EMBERBGHRAUL2RHFE] A
BN FEXBTAGAEUFL6R[EE
BAE] OV EREE) RN -

HBABRRZERAERAR/ —T—HFFR 73



Notes to the Consolidated Financial Statements

mE U BRRME

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

3.

74

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:

° 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 is exposed,
or has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its
power over the investee. Specifically, the Company controls an
investee if and only if the Company has all the following:

o power over the investee (i.e. existing rights that give it the
current ability to direct the relevant activities of the investee);

o exposure, or rights, to variable returns from its involvement
with the investee; and

o the ability to use its power over the investee to affect its
returns.

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.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)

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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments in joint ventures (Continued)

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.

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 and represents amounts receivable for goods sold
provided in the normal course of business, net of discounts and
sales related taxes.

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

J the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective
control over the goods sold;

. the amount of revenue can be measured reliably;

J it is probable that the economic benefits associated with the
transaction will flow to the Group; and

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and the
amount of income can be measured reliably. Interest income from a
financial asset 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
(provided that it is probable that the economic benefits will flow to
the Group and the amount of revenue can be measured reliably).
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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.

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;

J the intention to complete the intangible asset and use or sell
it;

o the ability to use or sell the intangible asset;

J 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

J the ability to measure reliably the expenditure attributable to
the intangible asset during its development.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Research and development expenditure (Continued)

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 charged to profit or loss in the period
in which it is incurred.

Property, plant and equipment

Property, plant and equipment are stated 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 and is 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. Construction in progress is 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 items of
property, plant and equipment (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
accounts 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment (Continued)

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.

Buildings under development for future owner-
occupied purpose

Cost of buildings under development for future owner-occupied
purpose includes professional fees and, for qualifying assets,
borrowing costs capitalised in accordance with the Group's
accounting policies. 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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3.

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 as an expense
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 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.

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
statements 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leasing (Continued)

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.

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
and accounted for as property, plant and equipment.

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 recorded in the respective
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) 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. Exchange differences
arising on the retranslation of non-monetary items carried at fair
value are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised directly in other
comprehensive income, in which cases, the exchange differences
are also recognised directly in other comprehensive income.
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3.

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 (the translation
reserve).

Retirement benefit costs

Payments to state-managed retirement benefit schemes and
Mandatory Provident Fund Scheme are charged 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.

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 statements of profit or loss and other
comprehensive income because it excludes items of income or
expense that are taxable or deductible in other years and it further
excludes 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

Deferred tax is recognised on 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
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.

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 it relates 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
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.

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 statements 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 are
added to or deducted from the fair value of the financial assets or
financial liabilities (other than financial assets and financial liabilities
at fair value through profit or loss), 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.
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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 financial asset 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 financial asset, 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.

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:

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

. 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 assets (Continued)

Financial assets at FVTPL (Continued)

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 6.

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 receivable (including
trade and bills receivables, amount due from a joint venture, other
receivables and deposits, pledged bank deposits, short term bank
deposits and bank balances and cash) are carried at amortised cost
using the effective interest method, less any identified impairment
losses. The accounting policy on impairment loss of financial assets
is set out below.

AFS financial assets

AFS financial assets are non-derivatives that are either designated or
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 and dividends on AFS equity investments are recognised in
profit or loss. 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).

Dividends on AFS equity instruments are recognised in profit or loss
when the Group's right to receive the dividends is established.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Impairment of financial assets

Financial assets 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
loans and receivables, the estimated future cash flows of the loans
and receivables 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

J 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.

For certain categories of financial asset such as trade receivables,
assets that are assessed not to be impaired individually are
subsequently assessed for impairment on a collective basis.
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.

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.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2015 HZE—F

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Impairment of financial assets (Continued)

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.

Impairment losses on AFS equity investments carried at fair value
will not be 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
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, (i) held for trading, or (iii) it is designated as at FVTPL.

A financial liability is classified as held for trading if:

J 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.

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 6.

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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3.

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.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due
in accordance with the original or modified terms of a debt
instrument.

A financial guarantee contract issued by the Group and not
designated as at fair value through profit or loss is recognised
initially at its fair value less transaction costs that are directly
attributable to the issue of the financial guarantee contract.
Subsequently to initial recognition, the Group measures the
financial guarantee contract at the higher of: (i) the amount of
obligation under the contract, as determined in accordance with
HKAS 37 “Provisions, contingent liabilities and contingent assets”;
and (ii) the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with the revenue
recognition policy.

Derivative financial instrument

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)
Equity-settled share-based payment transactions
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 in its entirety, 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.

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 ultimately 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 4.

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 source 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.

Allowances 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 an inventory review on a product-by-product
basis at the end of each reporting period and provides necessary
allowance if the net realisable value is estimated to be below the
cost.

No further allowance was made for obsolete inventories during the
year ended 31 December 2015 and 2014. The carrying amounts of
inventories are approximately HK$364,838,000 (2014
HK$347,658,000) as at 31 December 2015.

Allowances 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 allowances
may be required.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Allowances for bad and doubtful debts (Continued)
During the year ended 31 December 2015, no further allowance for
bad and doubtful debts was charged (2014: nil) to profit or loss.
The carrying amount of trade receivables is approximately
HK$456,228,000 (2014: HK$411,940,000) as at 31 December
2015.

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 2015, 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$1,034,611,000 (2014: HK$1,105,685,000) as at
31 December 2015.

CAPITAL RISK MANAGEMENT

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 29 and equity
attributable to owners of the Company, comprising share capital
disclosed in note 33 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.
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6. FINANCIAL INSTRUMENT

6. TRIA

AU

Categories of financial instruments cRIAEEE
2015 2014
—B-hfF —E—F
HK$'000 HK$'000
FH&T FETT
Financial assets TREE
Loans and receivables (including cash B R EWGRIA
and cash equivalents) (BRSNS EEY) 1,401,117 1,303,238
AFS financial assets AEHESHEE 2,522 2,897
Financial assets at FVTPL FEBREATEFENEMEE
— derivative financial instrument —fTESmI A 1,046 -
Financial liabilities TRIBE
Financial liabilities measured RE R AT 2R
at amortised cost PHBaE 1,090,282 1,108,988
Obligation under finance leases AR ESAE 17,358 37,014
Financial liabilities at FVTPL ERBEREATESENESRAE
— derivative financial instrument —TESRMIA 323 -

Financial risk management objectives and policies

The Group’s major financial instruments include AFS financial
assets, Derivative financial instrument, trade and bills receivables,
other receivables and deposits, amount due from a joint venture,
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, bank borrowings and
obligations under finance leases. 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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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
Hong Kong Interbank Offer Rate (“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 2015 would decrease/increase by approximately
HK$2,456,000 (2014: HK$2,759,000) after taking into account of
interest capitalisation.
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6. FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies
(Continued)
Market risk (Continued)
Currency risk
Certain trade receivables, trade payables, bank balances and cash,
and bank borrowings are denominated in foreign currencies other
than the functional currency of the relevant group entities, which
expose the Group to foreign currency risk. The Group does not
have a foreign currency hedging policy. However, the management
monitors foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need arise.

The carrying amounts of the Group’s foreign currency denominated
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monetary assets and liabilities at the end of the reporting periods HEBRAMBREENT ¢
are as follows:
Assets
BE
2015 2014
—E-EF —Z—F
HK$'000 HK$'000
FE T FAT
Euro ("EUR") against HK$ BT ([BoT)) R8T 1,002 1,552
Renminbi (“RMB") against HK$ ARETARBDHBT 180,077 333,838
United States Dollar (“USD") against HK$ =7t ([ZE7T]) BT 304,610 209,606
Liabilities
aE
2015 2014
—E—AF —Z—F
HK$'000 HK$'000
FE T FAT
EUR against HK$ BT H BT 3,417 4,644
USD against HK$ ETTHBTT 246,160 119,255
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6.

98

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

Currency risk (Continued)

The carrying amounts of foreign currency denominated intra-group
balances which have been eliminated in the consolidated financial
statements of certain subsidiaries of which the functional currency
is RMB at the end of the reporting period are as follows:

€T A
MREMREEREREE (&)
HISER ()

HHER ()

ISR - AN B R B AR A
MEsnEDERIINT - BEHE
LSS LN EE e PR
A BT R PO

Amount due (to) from
group entities

(M) BREEERXE

2015 2014

—E—0F —T—OF

HK$'000 HK$'000

F#&T FAT

HK$ against RMB BILHARE 365,117 (64,835)

Sensitivity analysis

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 HKS$.
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6.

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) of the respective group entity. For a 10%
weakening of foreign currencies against functional currency (HK$
or RMB) of the respective group entity there would be an equal and
opposite impact on the result for the year.

E@MIT A
HREMREEREREE (&)

misEkE (E)

BE¥mp (E)

SRR 47 ()
TRAFAAEEESEEEREER
SAEREINE T B 10% B9 BURAE - T E A
FIEEBERTE - 10% RERRE TG
EXRAEEAEEHMGERIMLLE - GU
M I 2 BRENEIR AR E HIAINES
ENEBEELREERARARREINE G
B HIER10% HBELFE - TIIE
BTN S REERBREER (BT
AR ) FHE 10% B A F [E R B %%
FEIE - INER S EEERINGEEE
(BTHARKE)RZEI10%EHAFEE
AESHRRERNZE

2015 2014
—E-HF —F-MmF
HK$°000 HK$'000
FHET FHT

Increase (decrease) in post-tax profit REZBRIIE &

for the year ECRA)

Foreign currency against HK$ HNEE R BT 19,719 27,617
Foreign currency against RMB SNEH AR 30,062 (5,575)

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.

EEERR  HRREHRARY TR
BREREE KR - BRI DT T REA R
REEHER -
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100

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 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$252,000 (2014: HK$290,000) for the year ended 31 December
2015 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 2015 would
decrease approximately by HK$731,000 (including the cumulative
fair value loss of HK$479,000 to be recycled from the Group's
investment revaluation reserve) as a result of the relevant
impairment loss (2014: the Group’s investment revaluation reserve
would decrease approximately by HK$290,000).

Credit risk

As at 31 December 2015 and 2014, 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 statements 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.
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6.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)

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 14.5% (2014:
14%) of the total trade receivables were due from the Group's
largest customer based in Hong Kong and 26.2% (2014: 29%) 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 2015.

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.

E@MIT A
HREMREEREREE (&)

FERRE(E)

R EEARITER - RBARITEFRK
RITHER D RN ERRE ST RKE
BTREEMNENRTHEART &
BRRENEERRLTEK -

BREBRRETEERTRITHRBES
EEFREERRN  AEERE SHEK
HEFEFEERE  DARZ-ZZE—H
F+_A=+—H8 BEZEKFBELE
1 145% (—Z— U4 : 14%) K 8 fEUR
REBMBARE (MR EB)NHIE - M
Z S ERFIBEEN262% (=T —
F:29%) RABKAEERARS (£
BURFTE - HEHRLRES)OFUE -

RBESRER
RERRBECRARME - AEBEEE
RaBeEERARANAERRES
BYARF  UENZEMTES REM
BeRn8NBNTE - AEEIKBERT
EBRERRBDESTIERIR - EEEE
ZRERNERBR  LEREREETER
2H

TRANAEEREFITESRBEN
R EDBHBER - TRIOBBEAEE
ANFHRFAY  ZeRMBENARRM
REZRERE - FHZ BRREX
EEGERNBITEARBREREAER
BR&FAR  TRRITHEREER
REEFBITEERMMAIREN - ZRBR
MERETBRERE -

m}FNm /7

C

PR 8% B AIZBFIE - FERTAEN
B HRMFIEH -
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies

(Continued)

Al e et ) T T

€T A

MBEREEERERBEGE)

Liquidity risk (Continued) REESRER(E)
Liquidity tables HEELRK
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
RERY RE&E
MEFH =ik iRz FERRS RERH
BBz fEg - -§25f  RELE REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAT TAL TAT TAT
At 31 December 2015 R-Z-1%
+ZA=1-H
Non-derivative financial liabilities ~ JEfT£4REE
Trade payables BHRAZE - 115,899 7,914 - 123,813 123,813
Bills payable eSS - 179,721 85,204 - 264,925 264,925
Other payables and accrued charges  EffifE H%IE&V iHER - 110,642 - - 110,642 110,642
Amount due to a joint venture EREEMERT - 2,745 - - 2,745 2,745
Bank borrowings — variable rate BITER— H@J*‘H 268% 401,978 191,507 = 593,485 588,157
Obligations under finance leases HEHERE 3.78% 3,695 8,168 6,043 17,906 17,358
814,680 292,793 6,043 1113516 1,107,640
At 31 December 2014 R-B-MmF
tZA=t+-H
Non-derivative financial liabilities ~ JEfT£4REE
Trade payables BHRMATE - 76,198 9,576 - 85,774 85,774
Bills payable e - 194,755 76,024 - 270,779 270,779
Other payables and accrued charges — EffER B R E £ - 91,600 - - 91,600 91,600
Bank borrowings — variable rate RITEH — FBHE 2.96% 243,508 141,496 279,046 664,050 660,835
Obligations under finance leases MEREAE 3.75% 7,229 13,337 17,906 38,472 37,014
613,290 240,433 296,952 1,150,675 1,146,002

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.
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6.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Liquidity risk (Continued)

Liquidity tables (Continued)

As at 31 December 2015, the aggregate undiscounted principal
amount of bank borrowings with repayment on demand clause
amounting to HK$332,077,000 (2014: HK$180,043,000) and
obligations under finance leases with repayment on demand clause
amounting to HK$985,000 (2014: HK$3,221,000) 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. Other than
the early settlement of certain bank borrowings and finance leases
during the year ended 31 December 2014, the management of the
Group believes that such bank borrowings and other obligations
under finance leases will be paid in accordance with the scheduled
repayment date set out in the loan agreements.

For the purpose of managing liquidity risk, the management reviews
the expected cash flow information of the Group’s bank borrowings

xS IR e B

E@MIT A
HREMREEREREE (&)

RBELER (8

HEES K (E)
RZZE—RAF+_A=+—H B8k
Ei%%ﬂﬁkmfﬁmﬁﬁkmﬂiﬁﬁiﬁzl&i
#A %5332,077,00075 75( T — g
180,043,000 7T ) SREKEE
BRI RERE 7¥<?J*985000/a7t(f7
— P4 3,221,000 70) Jher A _ESCE|
HE S [RER =@ A AEE] N
AR - s R AEBHF AR - AE
EEEERE- ﬁE”‘i%ﬁ%%TﬁT
BT RENHBEREEZRANEEE -
HE-_T—NF+-A=1+— E|¢¢J*
METRITEFEBREHECIRASE
Sh REBEEREEE  ZFRITER

RHE A E & E ﬁk}f‘HﬂZEH”A K 1h g AT
BErEEERBEERE
REERPESREBMS F ERERE

BEE A EEE A (T RAE) F

and obligations under finance leases based on the scheduled MAEEFETERMREMREAENTE
repayment dates set out in the agreement as set out in the table HIR e nEEH -
below:
Carrying
amount at
Weighted Total  the end of
average Within 3 months 1year undiscounted the reporting
interest rate 3 months tolyear  to5years  cash flows period
W&
MELH =fipz AURRE RERH
Fil= =Rk -5 -%Z1f RERR REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TAT TAT TAT TAT TATL
Bank borrowings RITER
As at 31 December 2015 RZE-1F
+-A=+-H 1.67% 184,786 137,321 9,970 332,077 329,185
As at 31 December 2014 RZZ-EF
+-A=+-H 1.64% 67,904 90,909 21,230 180,043 176,828
Obligations under finance leases ~ BAEHERIE
As at 31 December 2015 W_Z-1E
TZA=1+-8 3.78% 544 a1 - 985 973
As at 31 December 2014 i ik
+-A=+-H 3.75% 568 1,668 985 3,221 3,112
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6. FINANCIAL INSTRUMENTS (Continued) 6. €T A

Fair value measurement ATEE

Fair value of the financial assets and liabilities that are DREMEERANTEFENSMEE

measured at fair value on a recurring basis REBHNATE

Some of the Group's financial assets and liabilities are measured at AEBEHBNEHMEENABIRESRE

fair value at the end of each reporting period. The following table HRIEAEEAE . TERHVEBEHE

gives information about how the fair values of these financial assets EMEEATFEEBEEAENER(LHERE
are determined (in particular, the valuation technique(s) and inputs FTE AL E R Mg AEE) - UARE
used), as well as the level of the fair value hierarchy into which the RAFEFEHABIBENTEREEM
fair value measurements are categorised (levels 1 to 3) based on the ZPAFEFEBHR(FE1R23IR)
degree to which the inputs to the fair value measurements is

observable.

o Level 1 inputs are quoted prices (unadjusted) in active markets . E—RHABIEAERINTEH
for identical assets that the entity can access at the AT HRNEEN RS
measurement date; HHEVRE CRFE)

D Level 2 inputs are inputs, other than quoted prices included . F R ABIEASTNBRIESE — LR
within Level 1, that are observable for the asset, either directly EMEENEEXEEERNE
or indirectly; and A &

e Level 3 inputs are unobservable inputs for the assets. s FZRBABBAEEMNTIEHR

BARE -
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6. FINANCIAL INSTRUMENTS (Continued) 6. EMIT A
Fair value measurement (Continued) NEESTE (&)
Fair value of the financial assets and liabilities that are PR EMEERNTEASAENSHEE
measured at fair value on a recurring basis (Continued) FEBHNATEE(E)
Fair value as at 31 December Fair value
R+=A=+—-HWAFE hierarchy
2015 2014 AFE Valuation techniques and key inputs Sensitivity
ZE-EHF T B AP EE T PN ¢ BRE
(1) Available-for-sale Unit trust — Unit trust — Level 2 Based on fair value of underlying assets and liabilities N/A
financial assets HK$2,522,000 HK$2,897,000 which are subsequently derived from level 1 inputs.
(see note 20)
(1) FAIHEEEREE EffEFE— BRfERE— EM) BEEREERBBENRATEETE  HBERKEE TR
(Rt 20) 2,522,000/ 2,897,000 T — B AR
(2) Derivative financial ~ Call option — N/A Level 3 Fair value derived by valuation model, Monte A significant increase in
asset (see note 31)  HK$1,046,000 Carlo Simulation Model. The key inputs used risk-free interest rate,
by the Company mainly included volatility, price to earnings ratio of
risk-free interest rate, price to earnings ratio of comparable companies
comparable companies and discount for lack of and discount for lack of
marketability. marketability would
result in a significant
decrease in fair value,
and vice versa.
2 tTHEemEE REEHE — i i REEREEERERELSHOATE - Al E LR A A 8RR
(RHFE3D) 1,046,000 7T AARFANEERABBEZRERSE F B E R R Z E
EmRERAE  ATELRARMNTRERRD AT R IER A S8
B HTRE o WATFERNEBRLY R
)%
(3) Derivative financial ~ Put option — N/A Level 3 Fair value derived by valuation model, Monte A significant increase in
liability (see note 31) HK$323,000 Carlo Simulation Model. The key inputs used risk-free interest rate,
by the Company mainly included level 1 inputs price to earnings ratio of
such as volatility, risk-free interest rate, price to comparable companies
earnings ratio of comparable companies and and discount for lack of
discount for lack of marketability. marketability would
result in a significant
decrease in fair value,
and vice versa.
B fTESmAaR ROk HIRE — TEA F=h RAEERAREREBHELGLHAOQFE - EREANE . TELER
(RMEE31) 323,000 7T ARBTANEEHABBETIEARE R RAINTRERRZE
BABUR (FlanFE) - mERFIE - ATALLER SH I B AT B KR IR S
RE AR RRDBEHIENOTE) - BHRFERERD -
[ 2 IR -

There is no transfer between Level 1 and Level 2 during both years.

EEE -

RREFER - F—

B WEBE
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6.

106

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.

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.

SEGMENT INFORMATION

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

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.

Segment revenue and results

The following is an analysis of the Group’s revenue and results by

xS IR e B

8. o#ER

REBREBEEBMBREERE

85 HY

RENAIREDFAT

o BUENEEBRUAMEHNEH

KEM -

A BBARESEREER
HEBLER B A E R S E 4
AR SR ERR BB R

ﬁJZi’iéz

s HEREEBRUESST

operating and reportable segments:

For the year ended 31 December 2015

o EWARE RIEREE A K
ﬁ%ﬁ%%ﬁ%% —ARE
A AMRREERER -
DEBM AR EE
AT BAREB &L KAl REn 285
R U e M FEE DT
BE-_Z—8F+-A=1+—HLFE

Manufacturing
and trading of

Manufacturing
and trading of

elastic fabric elastic
and lace webbing Total
HEREE
MY HENEE
HE R E# M st
HK$’000 HK$'000 HK$'000
FET TET FHB T
Segment revenue from REINAEFE D FUA
external customers 1,334,551 713,587 2,048,138
Segment profits 285 | 258,530 188,539 447,069
Unallocated other income Ao EEEMEA 34,073
Unallocated other gains Ko BeE AU s K & 18
and losses 699
Unallocated corporate expenses K7 BE 2 (44,484)
Finance costs A B AN (24,179)
Share of result of a joint venture D& &L 1,044
Profit before taxation & 75 BT A 414,222
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8.

108

SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)
For the year ended 31 December 2014

Al e et ) T T

o EE R (@)
2 A R S48 ()
BE-F-MF+-A=t+-HALFE

Manufacturing
and trading of

Manufacturing
and trading of

elastic fabric elastic
and lace webbing Total
S A BEREE
ER R E 4 SR M A #aEt
HK$'000 HK$’'000 HK$'000
T T T
Segment revenue from REIREF DA
external customers 1,240,106 620,775 1,860,881
Segment profits 7 8B 216,739 141,278 358,017
Unallocated other income R BeE YA 22,504
Unallocated other gains and Ao B E U S K E5 18
losses 5,147
Unallocated corporate expenses 9 R 255 (50,899)
Finance costs BE A (30,961)
Profit before taxation R B B s A 303,808
The accounting policies of the operating and reportable segments 9 MK T AT R A

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, financial guarantee income, change in fair value in
derivative financial instrument, change in fair value of investment
properties, net foreign exchange gain/loss, share of result of a joint
venture, gain (loss) 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, listing expenses, 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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For the year ended 31 December 2015 HZE—F

8.

SEGMENT INFORMATION (Continued)

xS IR e B

8. ZHEPER )

Segment assets and liabilities THREENERE
The following is an analysis of the Group's assets and liabilities by T AREEREE RAREDHE D
operating and reportable segment: MEEMBEDH
As at 31 December 2015 R=Z-—HF+=A=+—H
Manufacturing Manufacturing
and trading of and trading of
elastic fabric elastic
and lace webbing Total
HEREE
MY HEREE
ER R E#% BT st
HK$’000 HK$'000 HK$'000
FET THET F& T
ASSETS BE
Segment assets DEPE E 1,501,566 455,014 1,956,580
Property, plant and equipment )% - [&&E Mi& & 4,106
Deferred tax assets RETRIEE = 3,319
Available-for-sale financial assets At HESREE 2,522
Interest in a joint venture REZBPERNRER 10,175
Other receivables, deposits Han e HIE ~ e &
and prepayments TR FRIE 15,641
Derivative financial instrument {74 &g T A 1,046
Pledged bank deposits BEMIRITFR 37,647
Short term bank deposits RHARIRITE K 242,430
Bank balances and cash RITHESR LIRS 627,293
Total assets BEMAE 2,900,759
LIABILITIES =L
Segment liabilities HEEE 357,968 173,304 531,272
Other payables and accrued Hub e~ 08 R EEHE A
charges 694
Derivative financial instrument T4 4@ T A 323
Obligations under finance leases @& A & & 17,358
Bank borrowings BITRENX 588,157
Tax payable FESTIE 24,011
Total liabilities BEEE 1,161,815
BAREZERERAR/ —E—RAFEFRH 109
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8. SEGMENT INFORMATION (Continued) 8. NHER®W
Segment assets and liabilities (Continued) ITHEEREE(E)
As at 31 December 2014 R-ZE—NE+=ZA=+—H

Manufacturing  Manufacturing
and trading of ~ and trading of

elastic fabric elastic
and lace webbing Total
SRR YD 2EREE
ER R 44 S8 (A TS st
HK$'000 HK$’'000 HK$'000
T T FET
ASSETS &E
Segment assets DEBEE 1,538,073 421,027 1,959,100
Property, plant and equipment #% « & M && 3,865
Deferred tax assets RERTBEE 3,622
Available-for-sale financial assets AJ & £ @& E 2,897
Other receivables, deposits and  Efth JEWKIE « 124 &
prepayments AN 13,648
Pledged bank deposits BIMIRITIER 85,147
Short term bank deposits KHASRTTIE 3K 649,792
Bank balances and cash RITHESR LIRS 94,793
Total assets BEME 2,812,864
LIABILITIES afE
Segment liabilities DEPEE 338,411 125,657 464,068
Other payables and accrued Hi e RE R ETE A
charges 2,307
Obligations under finance leases & & #&4& 37,014
Bank borrowings BITRER 660,835
Tax payable JE B8 31,862
Total liabilities BEHER 1,196,086
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For the year ended 31 December 2015 HZE—F

8.

SEGMENT INFORMATION (Continued)

Segment assets and liabilities (Continued)

For the purposes of monitoring segment performances and
allocating resources between segments:

o all assets are allocated to operating and reportable segments,
other than property, plant and equipment for corporate use,
available-for-sale financial assets, deferred tax assets, interest
in a joint venture, derivative financial instrument, pledged
bank deposits, short term bank deposits and bank balances
and cash and certain corporate assets.

J all liabilities are allocated to operating and reportable
segments, other than obligations under finance leases, bank
borrowings, tax payable, derivative financial instrument and

certain corporate liabilities.

Other segment information
For the year ended 31 December 2015

xS IR e B

RERD iﬁ'ﬁﬁ’]“*lﬁ%ﬁ&éﬁ DB

BEEODBEELERARESD
B EREEEAENYE  BE
" —H HESBEE - ‘F

MBEE RAgbXEmEn
AeBITA CHEMRITER %4
HIRITHERSIRITEBRERE AR
ETEREBERI -

. Fﬁﬁiéffi’ﬂ" CERENAIRED
CEREEE AR  RITER

m@mg PTESmMIARETFD
2B ERI o
HitpEER
BE-_Z-AF+=-A=1+—HLEE

Manufacturing Manufacturing
and trading of and trading of

elastic fabric elastic
and lace webbing  Unallocated Total
HEREE
B HEREE
R REH BT A7 st
HK$'000 HK$'000 HK$'000 HK$'000
TERT TERT TERT TERT
Amounts included in the measure of ETEHIEHEMHH BEE
segment profit or segment assets: Bt ARSE -
Additions of property, plant and REVE  BEREE
equipment 85,489 28,808 708 115,005
Depreciation of property, plantand )% - BB R ETE
equipment 95,864 24,967 431 121,262
Amortisation of prepaid lease BHENAENR
payments 955 - - 955
Reversal of allowance of obsolete BREFERERD
inventories (509) (480) - (989)

BEBRRZERERAR /=%
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8.

112

SEGMENT INFORMATION (Continued) 8. ZEER )
Other segment information (Continued) HipaHER (&)
For the year ended 31 December 2014 BE—_Z-—-ME+-A=+—HLEE
Manufacturing  Manufacturing
and trading of  and trading of
elastic fabric elastic
and lace webbing Unallocated Total
EREE
Cfedny) SERER
EERE % B AN st
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
Amounts included in the measure of 584 585 7|5
segment profit or segment assets: D EEERFTANEE
Additions of property, plant and REVE  WERERE
equipment 143,892 42,869 2,399 189,160
Depreciation of property, plantand )% - BB kR ETE
equipment 92,696 22,633 266 115,595
Amortisation of prepaid lease BEENEENK
payments 1,013 - - 1,013
Loss on disposal of property, HENE  BE R
plant and equipment HENERE 19 - - 19
Reversal of allowance for bad and ~ RIZEREE R

doubtful debts

(15)

(15)

Other than the segment information disclosed above, there was no

other information reviewed by the CODM for both years.
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8.

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:

8.

DEER (&)
& E R

AU

AREBEBUNPEREE - AEER
BINREP B G IIRIEE P AR

gl - FHIBIT

Year ended 31 December

BEt-A=+T-HLEE

2015 2014

—E-AF —Z—F

HK$'000 HK$'000

FHExT FAT

Hong Kong a5 768,768 809,198
The PRC ‘:F' 520,629 505,859
Sri Lanka HrBE-R 402,822 229,197
Europe and the United States of America BN K EE 70,569 102,389
South Korea AR 46,341 12,190
Indonesia ENE 45,988 49,349
India eE 41,657 28,397
Vietnam e 37,162 30,673
Thailand RE 29,487 38,159
Others Hith 84,715 55,470
2,048,138 1,860,881

Non-current assets (excluding financial assets and deferred tax
assets) by geographical location of assets are detailed below:

BREEMERREDNIFRDEE (T
REREELEERBAEE)FHBOT

As at 31 December

Rt=A=+—~H
2015 2014
—E-1% —F-MF
HK$'000 HK$'000
FET FH&T
The PRC A 1,103,519 1,151,027
Hong Kong &5 4,083 5,107
Vietnam B 3,908 -
1,111,510 1,156,134
BREFZERBRAR/ —E—HFFR 113
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8. SEGMENT INFORMATION (Continued) 8.
Information about major customers
Revenues from customers contributing over 10% of the total
revenue of the Group for the years ended 31 December 2015 and
2014 are as follows:

7 BB ()
EREEEFMNEHR
REE_ZE—RAFE-_FT—WNF+_A
=+—HIEFE AASEFRE10%
W BB EE AT

Year ended 31 December

BEt-A=+T-HLEE

2015 2014
—E-HF —ZE-MmEF
HK$'000 HK$'000
FET FAT
Revenue from manufacturing and KERE R E BB EE
trading of elastic fabric and lace NEF LGN
— customer A =12 219,199 204,278
— customer B =V 202,758 176,237
Revenue from manufacturing and REREREBEBHETHUA
trading of elastic webbing
— customer A — EFHR 87,873 60,756
— customer B — BB 28,772 13,243
9. OTHER INCOME 9. Hslr A
2015 2014
—E-&RF —ZE—F
HK$'000 HK$'000
FE T FAT
Bank interest income RITH BN 29,696 13,081
Net proceeds from sales of HEBERFTSHRIBFE
scrap materials 6,396 10,934
Financial guarantee income (note 39) B RS R (B EE39) - 2,179
Rental income HEWA 452 676
Government grants (Note) KB4 (M) 5,469 7,385
Others Hth 3,883 6,568
45,896 40,823

114

Note: The amount includes HK$4,351,000 (2014: HK$6,249,000) unconditional
government grants received during the year ended 31 December 2015, which
was granted to encourage the Group’s research and development activities in

the PRC.

The Group also received government grants in relation to purchase of
equipments in prior years, which is deferred and is released to other income
over the useful lives of the related equipment. Amounts of HK$1,118,000
(2014: HK$1,136,000) were recognised in the profit or loss during the year
ended 31 December 2015. As at 31 December 2015, amounts of
HK$6,978,000 (2014: HK$8,486,000) remained to be released and are included
in deferred income in the consolidated statements of financial position.

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2015

BT -

EHSBEEEE—_T—AF+-_A=1+—
H I FEME WE G EIE 4,351,000
EIL(ZZ—4F : 6,249,000 7T) © BRI
B Th A BB A S E A R B /BT EE B iR
ﬁ °

AREE I E B BT F R R 2 B
HHe HEEL REMAIMEBOAIEREF
HERZHMRA - HE-T—HAF+=A
St+-—BLEFE BERrExBREE
1,118,0007% L ( == — MU 4 : 1,136,000
T)e RZE—HAF+=ZA=+—8"
6,978,000/ jL( = Z — [0 4F : 8,486,000/
TONE R - WRERE IR RIIVER
EURA ©



Notes to the Consolidated Financial Statements

ma M BRRME

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

10. OTHER GAINS AND LOSSES

11.

10. el K EE

2015 2014
—E-hfF —EF—mF
HK$’'000 HK$'000
T T
Gain (loss) on disposal of property, HEWE - HE&
plant and equipment B (BE) 337 (19)
Reversal of allowance for RIZIR BB FEE
bad and doubtful debts, net - 15
Change in fair value of derivative MTEEMIAEATFEE
financial instruments 80 515
Change in fair value of investment BEMENTELEH
properties - (2,532)
Net foreign exchange gain b 5 e 58 282 7,164
699 5,143
FINANCE COSTS 1. BERA
2015 2014
—ZE-hHfF —ET—OF
HK$’'000 HK$'000
F#&T TFHETT
Interests on: TAFEHAE
Bank borrowings IRITE 23,049 31,51
Finance leases mERE 1,130 2,174
24,179 33,685
Less: Amount capitalised o B e R - (2,724)
24,179 30,961

During the year ended 31 December 2014, borrowing costs
capitalised arose on the general borrowing pool are calculated by
applying a capitalisation rate of 3.83% per annum to expenditure

on qualifying assets.

E-F-WE+ A=+ —HL#F
B REBESELENEERNER
BRA - SR B E3.83% A KRR A

REREEMNFAX -
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12.

116

DIRECTORS’ AND CHIEF EXECUTIVE'S
REMUNERATION

The remuneration paid or payable to the directors and chief
executive of the Company was as follows:

12. EEREETHRAEME

ENHENARBEEREIZTHRAR
MBNE T -

Executive Directors Independent non-executive Directors
HTES BUkHTES
Ms.Zheng Mr. Cheung  Mr. Ding Mr. Sai
Mr.Lu  Mr. Zhang Mr.Wu  Tingting  YatMing  Baoshan  ChunYu Total
EXE REE REE BEEz: F-REE TEUEE KEFEE L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT TET T THT T THT
(Note)
(Bi3E)
For the year ended HE-E-1%
31 December 2015 TZAZ+-ALEE
Fee e = = - - 300 200 200 700
Salaries and allowances FoRzh 3,023 3,433 2,448 1,439 - - - 10,343
Performance related incentive EWEEN T
payments 2,750 - 2,200 2,200 - - - 7,150
Contributions to retirement BINERE IR
benefits scheme A 18 79 166 - - - 334
5,844 3,451 4,727 3,805 300 200 200 18,527
For the year ended BE-Z-mF
31 December 2014 TZAZ+-ALEE
Fee ik - - - - 182 122 122 426
Salaries and allowances He R 2,756 3,074 2,173 - - - - 8,003
Performance related incentive EWRENR
payments 2,265 1,265 1,012 - - - - 4,542
Contributions to retirement BIMBRIFT I
benefits scheme 78 17 86 - - - - 181
5,099 4,356 3271 - 182 122 122 13,152

Note: The total remuneration paid to Ms. Zheng Tingting (“Ms. Zheng”) 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.

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.
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12.

13.

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (Continued)

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 36.

During the years ended 31 December 2015 and 2014, 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.

Mr. Lu, Mr. Zhang and Mr. Wu were appointed as the directors of
the Company on 14 June 2013 and re-designated as executive
directors of the Company on 8 May 2014. Mr. Cheung Yat Ming,
Mr. Ding Baoshan and Mr. Sai Chun Yu were appointed as the
independent non-executive directors of the Company on 8 May
2014. Ms. Zheng was appointed as executive director of the
Company on 23 November 2015.

EMPLOYEES' REMUNERATION

During the years ended 31 December 2015 and 2014, the five
individuals with the highest emoluments in the Group include four
(2014 three) directors of the Company. The emoluments of the
remaining one (2014: two) individuals, which were individually
within the range of HK$3,000,001 to HK$3,500,000 per annum
(2014: HK$1,000,001 to HK$1,500,000 per annum), were as
follows:

12.

13.

BEERFETHRAEME @

BREDREBEAAT EAAFRABEENE
T EIRR AR R MITE FH AE AR
HBRBMETES BEANEEER
BAELBHREENRENSEFBEIRN
PEE36 -

REE_ZE—AFER-_FT—WOF+=-A
=+—HALFE AEEHBEAANRF
BEERTFTBETHRABIMNEMME - E
BRI b A sl R b0 BE AN SR [ B A B8 B =X
ERBEME - RIEFE M - e
RATEERLEBITHA B HEE A B

2N
& e

RIBE—=ZFXA+HA BEXE K
TERRELERRERARAERTR
T-NFRAANBFAEARRRRITE
ZF-R-FT-—MOFRANB > KR-IKE
E-TEURERRIRTELERZER
ARARBILIFRTEZE - R _F—0F
T—AZ+=H BLLEZERER
AMITES -

& & &
REZE_ZE—AFER-_FT—WOF+=-A
= +—HIEFE FAEBEREAE=HN
ATBEARRNEZ(ZE—NF : =
HBIEFE - BT —R(ZE—UF - WA)
A& E BHE B T = 4F 3,000,001 47T
Z3,500,0008 T(ZZE—MWF: B4
1,000,001 7 7C & 1,500,000 7T) » &5
I

2015 2014

—E-hfF —T—mEF

HK$'000 HK$'000

TET FET

Salaries and allowances Fre MoERL 2,486 2,425
Contributions to retirement RORE N T B R

benefits scheme 18 18

Equity-settled share-based payments [ e 4 B AR 17 7 B RS K 574 432

3,078 2,975
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13. EMPLOYEES’ REMUNERATION (Continued) 13. BEHM )
During the years ended 31 December 2015 and 2014, no REBEE_ZE—RAER_ZFT—
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.

mE+=A
=+—HLEFE ALEEHERNREE R
BEHEMALINERNME - (EABE N
B8 B 54 hNn B AN 55 (B B M) SE B SR 1E A BB

e -
14. PROFIT BEFORE TAXATION 14. BREATER
2015 2014
—B-hfF —E—F
HK$°000 HK$'000
FET FHET
Profit before taxation has been arrived at ~ BFiATHF D 0% (5T A)
after charging (crediting): TH&IE
Auditor’s remuneration i3 Gl 2,108 1,802
Staff costs BTRA
Directors’ remuneration EEMWSE 24,263 16,808
Other staff costs Hith 8 TR
— salaries and other benefits — ¥ LEMER 325,747 289,610
— contributions to retirement — RIREFIFT B
benefits schemes 24,664 19,631
— equity-settled share-based — BREEER O BERMTR
payments 5,944 5,144
380,618 331,193
Depreciation of property, W - WERRETE
plant and equipment 121,262 115,595
Amortisation of prepaid lease payments Bk 5T S 955 1,013
Operating lease rentals in respect of HEVENK2HERS
rented premises 13,564 11,437
Cost of inventories recognised RARSTNFEERA
as an expense 1,367,666 1,292,474
Including: reversal of allowance for B REFTERERD
obsolete inventories (989) -
Gross rental income from properties YIERN S WA BEE (452) (676)
Less: Direct operating expenses that B EERESWANERLERY
generated rental income = 34
Direct operating expenses that TWEEARS WAL
did not generate rental income BEELERY 506 493
54 (149)
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15. INCOME TAX EXPENSE 15. FIB X

2015 2014
—®B-hfF —E-F
HK$'000 HK$'000
FH&xT FET
Current tax: BIHEARRIE
Hong Kong Profits Tax HEAENGEH 21,412 24,579
The PRC Enterprise Income Tax (“EIT") Rl TS ([REMREH ) 54,202 32,371
The PRC withholding tax R EITEFIAL = 3,161
(Over)under provision in prior years: BAEFERE GBRE) TR
Hong Kong Profits Tax HEAENEH (106) (786)
The PRC EIT PRI EAETH (3.764) 368
71,774 59,693
Deferred taxation IR IE 95 (2,789)
71,839 56,904

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, except as described below, the tax rate of the PRC
subsidiaries is 25% for both years.

Dongguan Best Pacific Textile Company Limited (“Dongguan
BPT"), a subsidiary of the Company, obtained the qualification as a
high and new technology enterprise in 2010, which was valid for
three years since financial year 2011 and was renewed for an
additional three years from financial year 2014, and it also
completed the relevant filing requirements with the competent tax
authorities. Hence, Dongguan BPT is subject to the preferential tax
treatment and the applicable tax rate for the years ended 31
December 2015 and 2014 is 15%.

Under the EIT Law, PRC withholding income tax is applicable to
dividends payable to investors that are “non-PRC tax resident
enterprises”, which do not have an establishment or place of
business in the PRC, or which have such establishment or place of
business but the relevant income is not effectively connected with
the establishment or place of business, to the extent such dividends
have their sources within the PRC. Under such circumstances,
dividends distributed from a PRC subsidiary to non-PRC tax resident
group entity in Hong Kong in respect of profits generated after 1
January 2008 shall be subject to the withholding tax at 10%, unless
the Hong Kong company can be approved to enjoy a reduced rate
of 5% pursuant to the Arrangement between the Mainland of
China and the Hong Kong Special Administrative Region for the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with respect to Taxes on Income.

BAENBHR IR EMEFE G ER
Bl AR 16.5% 51 &

RIEFEARKMBECEMESRHEA (4
EFRBRE)RCEMSRENE A
Bl - BT SCRTaLE S - W E A BT
BRBRIMTIEA25% °

ARRHBRBIREBESESER AT
((REHE )N - SFEESSHR
MEEER B-E——FHREER
BERH=F B-Z—NEHKEETE
ERERFEN=F  AHOTRERED
SN ABERSATE - Bt - Bl
BEEEEREGFSE HE-ZT—AF
P _E-ME+-A=+—HIFEEDN
BAMEE15% °

RIEEEEE - RFEBENAEHE
ARENB ETFRERMATCE]RE
EORE  ZETFEERMHLER
PR EREREEMS  SERFER
HAE MBS B EEERA TR

B 2 T ER  IAZ SR
ENEEFBEAR - REZEBAT &
BB ARG =TT NF— A —HREHN
BEUEA DR T EENIEFBEERMNT
EEEENREABN10% BN -
B JEAR 45 AR B PO £ A R 1) 1T B
8 AT S B8t oo B BB AP L RRER
WZHE BEARAENEZERAES
5% HIFE & o
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15. FMEFHBEXZ @)
AFERATRES A

15. INCOME TAX EXPENSE (Continued)
The taxation for the year can be reconciled to the profit before
taxation per the consolidated statements of profit or loss and other

5 M E At 2 TR
mARMBRT AR AL R - YW -

comprehensive income as follows:

2015 2014
—E-HF —E-mF
HK$'000 HK$'000
FH&T FAETT

Profit before taxation B 758 A1 g ) 414,222 303,808
Taxation at profit tax rate of Hong Kong & BMSH X 16.5%

of 16.5% STEHNIE 68,347 50,128
Tax effect of expenses not deductible AR A Y

for tax purpose MBTE 4,088 4,630
Tax effect of income not taxable AR

for tax purpose ik (1,773) (1,742)
Tax effect of estimated tax losses AEER LR IEEIRS

not recognised MR 163 -
Tax effect of utilisation of tax losses A LRI R ERTIEE IR

previously not recognised MBTE (6) (49)
(Over)underprovision in prior years 5 &Eﬁ(ﬁ%ﬁﬁﬁ)%‘éﬁT\i (3,870) (418)
Effect of different tax rate of subsidiaries R Efh B E#E R 48 %

operating in other jurisdiction HEA TTH@fﬁiE’j%; 25,067 14,880
Effect of tax concession in the PRC FEREEENTE (20,177) (13,686)
Withholding tax levied on intragroup MEEARRIFERE

dividends (note) S IEIE (I E) = 3,161
Taxation g 71,839 56,904

Note: During the year ended 31 December 2014, Dongguan BPT declared and paid

dividends amounting to HK$63,211,000 to Best

Pacific Textile Limited (“BPT"),

the immediate holding company of Dongguan BPT, and the Group paid

HK$3,161,000 PRC withholding tax.
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16.

DIVIDENDS 16. lRE
2015 2014
—B-hfF —ZE—F
HK$°000 HK$'000
FHET FAET
Dividends for ordinary shareholders of FRERBD RIS F]
the Company recognised as distribution LRAR R 2 AR B
during the year:
2015 Interim dividend — HK5.3 cents —RAFFRERE —
(2014: 2014 interim dividend Hx 5.3 (ZF—m4 -
HK3.5 cents) per share — T —MFEFRHARE B 3.58) 54,118 35,657
2014 Final dividend — HK5 cents —MERBARE —
(2014: nil) per share HxSﬁ%Tlﬂ(if meE =) 50,939 -
105,057 35,657

Subsequent to the end of the reporting period, a final dividend in
respect of the year ended 31 December 2015 of HK8.0 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.

BREHERE  ARREECEEE
E-Z—AF+-A=+—HIEFEZ
REARE B AT L @R 8.08 - AR
FEER R A G EEVSIR AL
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17. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to the owners of the Company is based on the

following data:

17. 8RER

RRATHRA ANEEFRERNREER T
TRBA T 8B E

2015 2014
“E-AfF —ZT—mF
Earnings BEF|
Earnings for the purposes of basic and TEREARREERZ T ME /Y
year attributable to owners of the B (RREHESE AEIE
Company) (HK$'000) FREEAM) (FET) 342,383 246,904
Number of shares gl ==
Weighted average number of ordinary MEREARZFME L BER
shares for the purpose of basic JIIE BBk
earnings per share 1,020,063,452 912,874,701
Effect of dilutive potential ordinary shares: YE7E 38 % 4 58 27 28
Share options issued by the Company RARE BT HE 10,898,298 5,653,848
Over-allotment option from initial EPWNGE: AL
public offering - 194,618
Weighted average number of ordinary MEREEZAR M S L ER
shares for the purpose of diluted PIIE RSk
earnings per share 1,030,961,750 918,723,167

122

The weighted average number of ordinary shares for the purpose of
basic earnings per share for the year ended 31 December 2014 has
been adjusted for the capitalisation issue on 23 May 2014 as
disclosed in note 33 and taking into consideration the effect of the
group reorganisation taken place on 16 January 2014.
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18. PROPERTY, PLANT AND EQUIPMENT 18. ¥ - MEKRKE
Computer
and office Motor Construction
Buildings  equipment vehicles ~ Machinery i progress Total
)
BF BAZRE AE HE EEIR H

HK$'000  HK$'000  HK§'000  HK$'000  HK§'000  HK$'000
TR TR TR TR iR ThT

cosT KA
At 1 January 2014 R-E-ME-F—H 326,378 23,974 40,127 938,617 110756 1,439,852
Exchange adjustments B 5 0% 3390 30 470) 1,969 (2,767) 2,152
Additions B - 1,985 6,287 155,531 25,357 189,160
Transfer upon completion TR 113,817 - - - (113,817) -
Disposals i (114) (2,250) (172) (5,948) - (8.484)
At 31 December 2014 i

+-A=t-8 443,471 23,739 45772 1,090,169 19,529 1,622,680
Exchange adjustments AR (38,838) (726) (2,532) (55,472) (1,184) (98,752)
Additions RE 1973 3,090 3,609 89,367 16,966 115,005
Transfer upon completion TER S 5,986 - - - (5,986) -
Disposals HeE - (338) (297) (685) - (1,320)
At 31 December 2015 RZE-1F

+-A=+-8 412,592 25,765 4655 1,123,379 29325 1,637,613
ACCUMULATED DEPRECIATION SiHITE
At 1 January 2014 W-E-ME-F—H 54,310 13,772 14,087 324,999 - 407,168
Exchange adjustments % (66) 18 (501) 1,154 - 605
Provided for the year EREE 17,334 4211 3,545 90,505 - 115,595
Eliminated on disposals R (1,602) (2,081) (47) (2,643) - (6,373)
At 31 December 2014 RZZ-IF

+-A=t-8 69,976 15,920 17,084 414,015 - 516,995
Exchange adjustments AR (11,840) (1,018) (552) (20,793) - (34,203)
Provided for the year FERE 19,448 3,360 3,909 94,545 - 121,262
Eliminated on disposals HERBHH - 311) (243) (498) - (1,052)
At 31 December 2015 WZZE-1F

+-A=t-8 77,584 17,951 20,198 487,269 - 603,002
CARRYING AMOUNTS FRE
At 31 December 2014 RZZE-EF

+-A=t-8 373,495 7,819 28,688 676,154 19529 1,105,685
At 31 December 2015 RZE-1F

+-A=t-8 335,008 7,814 26,354 636,110 29325 1,034,611
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18. PROPERTY, PLANT AND EQUIPMENT (Continued) 18. ¥1%¥ - RERZE @

The above items of property, plant and equipment, except for
construction in progress, are depreciated on its cost less their

residual values on a straight-line basis at the following rates per ERPTE -
annum:
Buildings Over the shorter of the term of g =

the lease or 50 years
Computer and office equipment  20%-50% ES NS YN T ]
Motor vehicles 10%-20% b=zl
Machinery 6%-20% 22

The Group’s buildings are situated on land in the PRC under

medium-term leases.

As at 31 December 2015, the carrying amounts of machinery
included amounts of approximately HK$50,965,000 (2014:
HK$114,639,000) in respect of assets held under finance leases.

19. PREPAID LEASE PAYMENTS

A -

114,639,000 7T) ©

19. BAEENK

Bz - BE KRR EEE (EETRERR
SN THZ AR AN R ME SR A B AVRIRIA T

FAHASK 50 4F
(ABEE A%E)
20%-50%
10%-20%
6%-20%

REBL A BT B F AR EEL
RZE—RF+-A=+—H" #:

MNEBERERERELEERFFE
E #50,965,000%8 ;t( = & — M F:

2015 2014
—E-EfF —T—mE
HK$'000 HK$'000
THExT FET
The Group’s prepaid lease payments AEBWMBEFNHEENRBE
comprise:
Leasehold land in the PRC REMHEE T 40,938 44,494
Analysed for reporting purposes as: RO
Current asset TRENEE 955 1,013
Non-current asset IEREFEE 39,983 43,481
40,938 44,494
20. AVAILABLE-FOR-SALE FINANCIAL ASSETS 2. tHEESREE
2015 2014
—®-HFE C—T-NF
HK$'000 HK$'000
TExT FET
Unit trusts denominated in USD LAETTHIMEER{ERT 2,522 2,897
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21. INTEREST IN A JOINT VENTURE AND AMOUNT 21. RE ¥ WS REW FE
DUE FROM/TO A JOINT VENTURE NEELERIE
Interest in a joint venture REELENER

AEER-HAELEZREFBNOT

Details of the Group’s investment in a joint venture are as follows:

As at 31 December

R+=A=+—H
2015 2014
—E-HF —ZE-F
HK$'000 HK$'000
FHET FAT
Cost of investment in a joint venture R—EEEREIREKAE
Unlisted AET 9,357 -
Share of post-acquisition profits and AEW R R R E b
other comprehensive income FEA 818 -
10,175 -
Details of the Group’s joint venture at the end of the reporting RIBER - KREFBALOE T HEM
period are as follow: T
Proportion of
Place of Principal ownership
Form of incorporation/ place Classof  Proportion of interest Voting rights Principal
Name of entity entity registration  of operation  shares held held by the Group held by the Group activity
EMAL/ Frs i85
ERER BEEEY  afed TEERNY  EELA  AREREZERLA FEEREZRER TEXH
2015 2014 2015 2014
~%-1f —“Z-MF -B-IF _—TMOF
Charming Elastic Fabric ~ Limited Hong Kong Hong Kong ordinary 40% - 40% - Trading of
Company Limited Company &/ 5% TER (note) (note) elastic
("Charming Elastic’) ~ BRA] (HzE) (K& webbing and
REGRTARERAR investment
(4BERE]) holding
BEERUAS
REERR
BEBEERAERAR / ZE—AFFR 125
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21. INTEREST IN A JOINT VENTURE AND AMOUNT 21. REa ¥ WS REW FE

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 Group, 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 31).

Amount due from/to a joint venture
The amounts due from and due to a joint venture are unsecured

e ELERE @

REELENER (B)

fizt: RZZE2—HF+—-—ANE r AEEURER
{8 10,000,000 % 7T B B2 % = 77 IR B B 15
IR E) 40% AR 5 BBARAR % IR /6 Jiangxi
Charming Elastic Fabric Wearing Company
Limited (CEL 70 AR B4 5 A EE SE 1 4875 ) 100%
MARE - RIBEAEEN—M2EWBLR -
FEERTENEMBRR (KEERBKRIES
60% B AR HE) LA RSB IRIRTS B BRI LH
PRk ((FBERFERERGH]D  #$E8
BIRIRT50% A LR ARR (= 2R ) RA
SESHERZIIRRFRGRTEFS
FUEBEPN =M LRWUIES - FEZRT
MR BT A BB D LB BRIRTS 1 )
% AREEEE(BRETRRBERSRS
BT - MR EERE)NE TREERA
KATERREZENEIMUEERAEE
ZEN—MNEFEZERAE - Bt AEEY
SBRIGBFER LRI RN BBIRRT
BRNRE AR REENEER - FEK
RERE BRI MR T AEEREAILES
BRIRTRERE T HESRE i IR
FILA M 252 B S A BAR AR T AR A 165K -
Ett - ANEE B KEABZRRT B RN
EMBRARBERATECREERBE (G
BEHARMIEE3) -

P NS EREREA
FEM K B B & I KA R BRI KB

and trade nature balances, with a credit term of 30 days from the BoMEE% EERERAE AED
date of issuance of a monthly statement for sales/purchases MIHE R A& BB ERE308 - B
delivered in that month. All of these balances are aged within 60 BEHK - TEZSHESBTNRER60H

days at the end of the reporting period. A e
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22.

23.

INVENTORIES 22. B8
2015 2014
—E-hfF —EF—mF
HK$’'000 HK$'000
FHET T
Raw materials R 112,829 145,548
Work in progress RS 150,410 112,953
Finished goods Y% T 101,599 89,157
364,838 347,658

TRADE AND BILLS RECEIVABLES

. BEERRRERERRE

2015 2014

—E-hF —E—UF

HK$'000 HK$'000

FET FET

Trade receivables B 5 e A 457,876 413,701
Less: Allowance for bad and doubtful debts 5] : FEEREE (1,648) (1,761)
Total trade receivables B 5 W FIAETE 456,228 411,940
Bills receivables e 11,942 6,675
468,170 418,615

Before accepting any new customers, the Group assesses the
potential customer’s credit quality by evaluating their historical
credit records and defines credit limits for each customer.
Recoverability and credit limit of the existing customers are reviewed
by the Group regularly.

Trade receivables from third parties mainly represent receivables
from customers in relation to the sale of elastic fabric, elastic
webbing and lace to customers. The credit period granted to the
customers ranges from 30 to 90 days from the date of issuance of a
monthly statement for sales delivered in that month.

REMTAHEER - NEEE BN
HEBENEELEABESTPER
MEERRE  UFHBEEEFPNERYE
o ARBEEMENRATEPLOAKE
HREEREE -

EURE=NEIRUFETERHER
HEmEE - EERENEATERPH
BUREFPFEA ETEFPHNEENER
HIHE AN M A A EZL ARETI0E
90H -
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23.

128

TRADE AND BILLS RECEIVABLES (Continued)

The following is an aged analysis of trade receivables net of
allowance for bad and doubtful debts presented based on the date
of issuance of monthly statements at the end of each reporting
period and aged analysis of bills receivable presented based on the
date of issuance of the bills at the end of each reporting period.

23. ESERREREVREE @)

AT RREREHRE S REFIRNR
RIBRBHRAZKEZ L AR
AT RN ERENREREBREE
B2 MBRER DT

2015 2014
—g-HEE —T-m4F
HK$'000 HK$'000
TET FHETT

Trade receivables B 2 EWRIE
0-90 days 0-90 H 431,397 383,878
91-180 days 91-180 H 19,930 20,864
Over 180 days Hi® 180 H 4,901 7,198
456,228 411,940

Bills receivables EW=EE

0-90 days 0-90 H 11,942 6,041
91-180 days 91-180 H - 634
11,942 6,675
468,170 418,615

As at 31 December 2015, included in the Group’s trade receivables
balance are debtors with aggregate carrying amount of
HK$46,675,000 (2014: HK$45,659,000) 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.

Aged analysis of trade receivables which are past due
but not impaired

The following aged analysis of trade receivables based on payment
due dates which are past due but not impaired.

R-ZE—RAF+-_A=1+—H  itAKXE
BEESRUREBELHHEERETDE
46,675,00078 70 ( ZZ—PO4F : 45,659,000
BT FIB D ERES AMNFIE - %25
FIEE RS REH - MASEW &R
IET R EE B - @HEERENE
SEWFTEE B D ERN IOF REBGA TN
BRI SR ES ARSI - NEBEBE
MRS EART B EERY

AMEEBENE S BERRENR
R AT

AT s BB SR E 0 B 5 WRIR IR
BB B e BRI DA

2015 2014

—E-hfF —ZT U

HK$’'000 HK$'000

FHET FET

1-30 days 1-30H 29,729 24,994
31-60 days 31-60 H 9,044 7,663
61-90 days 61-90 H 2,906 4,761
Over 90 days HBimo0 H 4,996 8,241
46,675 45,659
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23. TRADE AND BILLS RECEIVABLES (Continued)

23. EZEWRREREREE @)

Movement in the allowance for bad and doubtful RERBESE
debts
2015 2014
—E-1F —F—mE
HK$°000 HK$'000
FET FHT
Balance at beginning of the year FYEER 1,761 1,776
Amounts recovered during the year FRUEEEE - (15)
Exchange adjustments [ 5 8 & (113) -
Balance at end of the year FREERR 1,648 1,761

As at 31 December 2015, included in the allowance for bad and
doubtful debts are individually impaired trade receivables with an
aggregate balance of HK$1,648,000 (2014: HK$1,761,000) 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:

RZBE—AFE+-_A=+—8 st A%
ZRBENBYCREYE S EKRZIEN
A 51,648,000 0 ( — T — P04 ¢
1,761,000/ 70) ' 258 5 EWFIED
iR DBAE— FAEFPFEREVHRE
o NETEHERFEN UG
BN AEEEREEEERVERLBERE
WERE ZRERBGRIENEETRMNE
s - REBEEEBRE BHELER
BRBHEUIMERBEIMEERE - A%
EEEERNEBAEE R RER -

NI EEEREERNNERTE
MRS E S Z R IREI T

usbD

EpH

HK$'000

FETT

As at 31 December 2015 R-ZE—RF+-_A=+—H 216,852
As at 31 December 2014 R-Z—NE+—_A=+—H 174,698
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24.

130

OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

24. HEMELI&?J’\IE CBEREMNRK
I

2015 2014
—E-HEF —E=—UF
HK$'000 HK$'000
F#ExT FET
Deposit paid BfES 3,223 2,853

Deposit paid for acquisition of property WHEZ ~ = M RIER
plant and equipment Efize 26,298 18,978
Deposits in life insurance policy (Note) AERRZEE () 6,992 6.805
Prepayments TERT IR 3,053 4,871
Interest receivables FE USRI B, 4,074 6,518
Other tax recoverables H A ] Uk [ 7 18 12,399 15,659
Other receivables Hth fE WK IE 6,953 4,477
62,992 60,161

Analysed as: DT A

Current TEED 29,259 33,979
Non-current IERE 33,733 26,182
62,992 60,161

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.

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
recognised 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 2015 and 2014, 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.
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REBARRNA —REFAELAFTRR(ER)E
RARNELAF] BEASZRRE - RIZEZRE -
REBAEBRA MEEFH —(ABRRKEKRERRT
A v AR4FE 53,500,000 7T - NEEAEREL
ASETN—2RE836,9703F T - AEE A IRIEZ
MABRENEBRENBSEENERS  BEE
BERIE SN R B ARZE AT R REHRBF B R
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BHNBTeENRRER - ELASERE—F
FIAEEL N EFKAL8% NREFE - HEREER
FEINEFEI% HREREFE

REBEREH RELES RERRERASR
BREBNR - ASRERERNFIRRRAFER
BRRIER - M7 IR & BI6E B BB R OR 4% i 5
RATIR - FRIZERIIAERRNERFNXRR
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25. PLEDGED BANK DEPOSITS, SHORT TERM

BANK DEPOSITS, BANK BALANCES AND CASH
As at 31 December 2015, pledged bank deposits represent deposits
pledged to banks to secure the bank borrowings granted to and
bills payable issued by the Group, carried at fixed interest rate
ranged from 0.35% to 2.35% (2014: 0.35% to 2.55%) per annum.

Short term bank deposits comprise bank deposits of fixed interest
rates ranged from 0.20% to 3.90% (2014: 0.57% to 3.90%) per
annum with an original maturity between three months and twelve
months. Bank balances and cash comprise cash held by the Group
and bank deposits carry at variable interest rates with an original
maturity of three months or less. As at 31 December 2015, the
variable interest rates ranged from 0.001% to 6.000% (2014:
0.001% to 0.350%) per annum.

The Group's pledged bank deposits, short term deposits and bank
balances that are denominated in currencies which are not the
functional currencies of the relevant group entities are set out
below:

'\
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25. BSIEFRTER EHRTHE
R RITESRRES
R-ZEBE—AFE+-A=+—0 D&M
RITHEFIERE FRITIEAREEER
IRITERRANEBEZEHONENSEEER
FFE BEFFENF0.35%ZE2.35%
(ZZ P04 : 0.35% £ 2.55%) °

EHRTEREERTISEEA=ZMEA
ET_EAANEEFMENTF0.20% =
3.90% ( =ZZF — U4 : 0.57% £3.90%)
RIRITIER - RITHEBREIREBEAE
EEanReREEHNHAA=@AR
LNTEZERITER - R_FE—AF
+-ZA=+—H ' ZEFHNENTF
0.001% £6.000% ( — & — g 4 :
0.001% £ 0.350%) °

NI EEEREERNEREE
MAEE D ERRITER - BHER R
RITABEIIAT

HKS$ usbD EUR RMB
BT EpT BT AR#E
HK$'000 HK$'000 HK$'000 HK$'000
TET FET FET FET
As at 31 December 2015 RZZE—RF
+=-—A=+—H 1 78,675 894 180,074
As at 31 December 2014 RZE—NF
+=-—A=1+—H 1 31,931 1,552 333,838
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26. 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 presented based on the invoice date at

26.

B 7 ENRIE
AEEEEAGTHEEANTH—@
AZ=A - UTAESBAIRERE
e AR A2 7 RREE D AT -

the end of each reporting period:

2015 2014
—E—HF —Z—F
HK$'000 HK$'000
FHET FHTT
0-90 days 0-90 H 115,899 76,198
Over 90 days im0 H 7,914 9,576
123,813 85,774
The Group's trade payables that are denominated in currencies NI ER BRIt EENER TR
which are not the functional currencies of the relevant group MAREE L FFENFESHI WO
entities are set out below:
usbD
EY
HK$'000
FHT
As at 31 December 2015 RZE—RHF+=-_A=+—H 33,787
As at 31 December 2014 R-E—NFEF+=-_F=+—H 22,500
27. BILLS PAYABLE 27. ENEE
The following is an aged analysis of bills payable presented based PATR /8 JE < 22 48 0 42 5 4 A oF 20 22 4 3%
on the date of issuance of the bills at the end of each reporting HHHEZAMEER DT
period:
2015 2014
= —T-mF
HK$'000 HK$'000
FHET FAT
0-90 days 0-90 H 179,721 194,755
91-180 days 912180 H 85,204 76,024
264,925 270,779
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27. BILLS PAYABLE (Continued)
The Group's bills payable that are denominated in currencies which
are not functional currencies of the relevant group entities are set

27.

EAEE e

NI EEEREERNER EE

AR ERNREFEINDT

out below:
usbD EUR
Ep &t
HK$'000 HK$'000
FET FET
As at 31 December 2015 RZE—HRF+_A=+—H 49,735 1,909
As at 31 December 2014 R-E—NE+=—_B=+—H 65,595 1,165
28. OTHER PAYABLES AND ACCRUED CHARGES 28. HthENRERETEH
2015 2014
—E-HEF —E=—UF
HK$'000 HK$'000
FET FET
Accrued staff costs FE A~ B, T 27 B 57,147 41,691
Other accruals Eb e B R 27,802 22,996
Payables on acquisition of WHEMZ - BB &
property, plant and equipment B BRI ER IR 11,850 11,409
Receipts in advance TEUW FRIE 10,949 3,175
Provision for non-compliant TEHREEREY
temporary structure (note) B4 (M93T) 6,561 6,561
Other payables Hub e~ 19,196 15,504
Total 85 133,505 101,336

Note: The provision of non-compliant temporary structure relates to maximum fine of
not more than the portion of the construction cost of the non-compliant
temporary structure.

HBABRRZERAERAR/ —T—HFFR

MRt TERBREERMREBETERT A REE
BRYEER AN ) Rim E1 KA
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BANK BORROWINGS

Al e et ) T T

29. SRITER

2015 2014
—E-REF — M
HK$'000 HK$'000
FET FAT
Unsecured syndicated loan R RIRE B 258,972 385,415
Unsecured bank borrowings ELAIRITE R 329,185 275,420
588,157 660,835
Carrying amount repayable*: JEEEIBAREE -
Within one year —FNR 578,816 381,788
More than one year, but not exceeding HBA—FETNEBAME
two years 6,223 271,495
More than two years, but not more than ek SRS Ak
five years 3,118 7,552
588,157 660,835
Less: Amounts due within one year or e ﬁ@)ﬁ%ﬁﬁﬂvﬁ"
contain a repayment on demand —FREERINE
clause shown under current liabilities REREE {I%ﬂ(ﬁ’]?ﬂlﬁi (588,157) (401,863)
Amounts shown under non-current liabilities  3E7R 81 & & PR ZUR - 258,972
Carrying amount of bank borrowings that BER—FABRERBEREK
are repayable within one year and contain EEBGFORTERNERRE
a repayment on demand clause 319,844 156,753
Carrying amount of bank borrowings that BE—EREEEBEEIREX
are repayable more than one year but EEEFMRITERNERRE
contain a repayment on demand clause 9,341 20,075
329,185 176,828
* The amounts due are based on scheduled repayment dates set out in the loan * BIEFRIE DR B ER BRI EEE
agreements. HAES 7 o
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29. BANK BORROWINGS (Continued) 29.

The unsecured syndicated loan was guaranteed by group companies
and the loans will be repayable by instalments from 16 July 2014 to
16 July 2016.

The unsecured bank borrowings were guaranteed by group
companies as at 31 December 2015 and 2014.

The Group has floating-rate borrowings which carry interest at
HIBOR plus 0.80% to 3.60% (2014: HIBOR plus 0.80% to 3.60%)
per annum.

The ranges of effective interest rates (which are also equal to
contracted interest rates) on the Group's borrowings are as follows:

|MITERER @

4 VR AR (B B 2K ph 2 B R R AR
MZEERBa —_T—mNE+A+~08
ZoTAFLATABADHEE -

R-E-—RAFER-_ZT-—WFE+_A
=+—H EEWMBETEXDHEER
ARMHELR -

REBAEZBMER  MEBRITEER
BRI AF F £ 0.80% £3.60% (=
—PU4E £ 0.80% &£ 3.60%) °

A B R BB (THEER TR
=) FEMT

2015 2014
- —E-mEF

Effective interest rate (per annum): B (FE)FR -
Floating-rate borrowings 2 RIER 1.19%-3.95% 1.64%-4.75%

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:

U EEEREER NI EREE
R BRTTRE RIS

HK$ usD EUR
BT =TT &t
HK$'000 HK$'000 HK$'000
FET TFET FET

As at 31 December 2015 RZE—HF
+=-A=+—8 - 162,637 1,508

As at 31 December 2014 R-ZE—NF
+=-—BA=1+—H - 31,160 3,478
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30. OBLIGATIONS UNDER FINANCE LEASES

136

Al e et ) T T

30. MEHREAE

Minimum lease payments

Present value of

minimum lease payments

REHEENT BEHESRRE
2015 2014 2015 2014
—B-HE —ZT--ME ZZB-REF —T-NF
HK$'000 HK$'000 HK$'000 HK$'000
TET FHT TET FHET
Amounts payable under BMEMEEET
finance leases: JE{TRUE
Within one year —FR 11,875 20,663 11,427 20,629
In the second to fifth year ZERF
inclusive (BEEEMSF) 6,043 17,918 5,931 16,385
17,918 38,581 17,358 37,014
Less: future finance charges W RRBERY (560) (1,567) = -
Present value of lease obligations HEAEIRE 17,358 37,014 17,358 37,014
Less: Amounts due for settlement 3 : —4F R EIEA
within one year (shown as Eiﬁﬁ'ﬁﬂg
current liabilities) (R BEMR) (11,427) (20,629)
Amounts due for settlement —4F é?ﬁ@%iﬁ%ﬂﬁ
after one year 5,931 16,385
Obligations that are repayable BAR—FREEREE
within one year and contain REREBRESINHEL
a repayment on demand clause 973 3,112

The Group leased certain of its machineries and motor vehicles
under finance leases. The lease terms ranged from 3 years to 4 =2
years. Interest rates underlying all obligations under finance lease
are fixed at respective contract dates ranging from 3.75% to 4.25%
(2014: 3.75% to 4.55%) per annum as at 31 December 2015. All FF xR
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.

F:3.75%E4.55%) °

AEBREREMERRSE THERS
CHEBRNTIFEEAF - FTARMER
EAEMNEBF XS ESENA
ME R -_ZEZ—AF+_-_A=+—8"
N F3.75% E4.25% ( —F —

# B 8

ARSI AR

EERBEE  RYERIAESHR

RIS HE -

AEENREHRS

SAEGET AT A S

EEEMNMLFEA -
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31. DERIVATIVE FINANCIAL INSTRUMENT

31. fT4€mIT A

2015 2014
—E-FF —E—OF
HK$'000 HK$'000
T T
Financial assets EREE
Call option AR 1,046 -
Financial liabilities SRaE
Put option Roh AR (323) -

Call option of Charming Elastic

Pursuant to the Charming Elastic Shareholders’ Agreement, 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$86,000 for the year ended 31 December 2015 was recognised
in profit or loss as other gains or losses as set out in note 10.

Put option of Charming Elastic

Pursuant to the Charming Elastic Shareholders’” Agreement, 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$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 10.

BEERTHRIEEZE
BRIBEFBGRETRERHZ  AEEER
BF B EERBFNEBFELRTEIN
1% B IEHE - A BBRIRENREE=
T—+FRNA=ZTHILI8EASRER

—N\FF+-A=+—HI136EAM
RETHBREREER REHERALTSE
ERBUATFEEBBRTENITE
¢EBMITE - REE-_ZE—HF+=A
=+—HIEFE ZEREHELFE
''''''' BN R UL 25 5 86,0008 TR B R TR
BT 10 TSN EtbEE -

FEBRIRT L HE

*ETE}?% BRI R HE - XRNEE
FEAEERNRAERETENETERR
& FEREETHHMRREGETER
EHERAEBRABEBTREHE
FEBREBR_ZT_ZEF+A—BZE
TE - HFRNAZTEMFEHATME
MEEMRRFENFBRBFN DI
HED B BTG - RLHRBAREE
BRRBARTEEBERAENITES
BMTE - REE_ZT—HAF+=A
=+—HIEFE  Z5R @%HHTEQEFTE
SBMEIE6,0008 TN B EER
BYsE 10 P By E th & s o
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32.

138

DEFERRED TAXATION

The following is the major deferred tax assets (liabilities) recognised
and movements during the current and prior years.

Al e et ) T T

32. IEIERIR

DAT?%FKEF&?E&&?E’UI%E&E
ERRREE (AE) REE -

Deferred Allowance  Allowance
government  Capitalised for for doubtful  Investment
grants finance cost  inventories debts  properties Total
EEAT EEAR{
kA MERA FEREE RIERE REME @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT AT TAT
At 1 January 2014 RZT—E—-A—H 2,342 (3,601) 4,611 450 (2,916) 886
Charged (credited) to EZMERGGEA)
profit or loss (note 15) GEIR) (284) 157 - - 2,916 2,789
Exchange adjustment & Ji R (6) (47) - - - (53)
At 31 December 2014 RZE—INF
+-A=1t-H 2,052 (3,491) 4,61 450 - 3,622
Charged (credited) to PEBZMG GIA)
profit or loss (note 15) (fFzE15) (279) 184 - - - (95)
Exchange adjustments [ 5 AR (103) 232 (311) (26) - (208)
At 31 December 2015 RZE—R%F
+-A=+—-H 1,670 (3,075) 4,300 44 - 3,319
The above deferred tax assets and liabilities have been offset for ?jﬁ%i&ﬁﬁ% FHRERIBEELEGE
presentation purpose in the consolidated statements of financial R A BT RIS -

positions.

As disclosed in note 15, 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$694,948,000 as at
31 December 2015 (2014: HK$451,421,000), 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.

The Group had unused tax losses of approximately HK$1,795,000
as at 31 December 2015 (2014: HK$843,000). No deferred tax
assets have been recognised in respect of the unused tax losses due
to the unpredictability of future profit streams of respective group
entities. The tax losses may be carried forward indefinitely.
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BETS D - R ENGEMERER
EP!M#% AR -_ZE—AF+_-A
=+ —HB®RF R ELOEREESE
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33. SHARE CAPITAL 33. B&
The detailed movements of the Company’s share capital is set out R FIRAH BB IR T -
below.
Number of
shares Amount
RHEE K]
HK$ HK$'000
BT TAT
Ordinary shares of HK$0.01 each BREEBE0 BT ETAR
Authorised: EE
At 1 January 2014 RZZE—NF—A—H 39,000,000 390,000 390
Increase on 8 May 2014 (note b) RZZE—N$hANH
2 (KiEb) 49,961,000,000 499,610,000 499,610
At 31 December 2014 and 2015 RZE—NMER_ZT—RF
+=-A=+—H 50,000,000,000 500,000,000 500,000
Issued and fully paid: BETRERE
At 1 January 2014 RN-_E—mF—HA—H 780,000 7,800 8
Issue of shares on 16 January 2014 RZT—mF—A+~H
(note a) BITRG (KMiita) 390,000 3,900 4
Capitalisation issue of shares on RZE—NERA=Z+=H
23 May 2014 (note ¢) BRMEBITRG (M) 748,830,000 7,488,300 7,488
Issue of shares on 23 May 2014 RZE-—MNMERA-+=H
(note d) TR (HEEd) 250,000,000 2,500,000 2,500
Issue of shares on 18 June 2014 RZZE—NFA+NR
(note e) %éﬁﬁ (fiizte) 18,778,000 187,780 188
At 31 December 2014 A\_E-MF+_H
=+—H 1,018,778,000 10,187,780 10,188
Issue of shares upon exercise of TR IR TR
share options (note f) (FtzEf) 2,498,000 24,980 25
At 31 December 2015 RZE—RF
+=-A=+—H 1,021,276,000 10,212,760 10,213
All shares issued rank pari passu with each other in all aspects. FBERTRONEBEMETEZEAR

ﬂ’*&fﬂi °
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33. SHARE CAPITAL (Continued) 33. A (&)

140

Notes: 5T -

(a) As a part of the group reorganisation, on 16 January 2014, 331,500 shares, (a) EBEBEMAN—D  R-_ZT—WE—A
39,000 shares and 19,500 shares were allotted and issued at par value to + 7< H ' Grandview * Sunbrilliant Capital
Grandview, Sunbrilliant Capital Investment Limited (which is wholly owned by Investment Limited (AR /BF L ELEHAE)
Mr. Zhang Haitao) and Lakefront Capital Investment Limited (which is wholly & Lakefront Capital Investment Limited ( F
owned by Mr. Wu Shaolun), respectively. RO ERERB) DI ELREER SR

#£77331,5000% ~ 39,0003% . 19,5008% A& 175 °

(b) On 8 May 2014, the authorised share capital of the Company was increased (b) RZZE-—WERANR  KABLZEERAE
from HK$390,000 to HK$500,000,000 by the creation of an additional 3 3B 1% 3% %A 51 49,961,000,000 % &F A% [l &
49,961,000,000 shares of HK$0.01. 0.017% 7t M B o 390,000 T & &=

500,000,000 % 7T °

() Pursuant to the written resolutions passed by the shareholders of the Company (c) BERAARER_Z—NFRA/N\BRER
on 8 May 2014, conditional upon the share premium account of the Company MEMRER  FARAAKRGEERHANA
being credited as a result of the listing of the Company on the Stock Exchange, NAREZFT ETmARRE - RARERE
the directors of the Company were authorised to capitalise the amount of REERERBEARR RS & BEREO R
HK$7,488,300 from the amount standing to the credit of the share premium 7,488,300 BILIR B ER AR A ER 2 IREMR
account of the Company to pay up in full at par 748,830,000 shares for ELBILEEREHER S —OFRAN
allotment and issue to the shareholders appearing on the register of members HEZEARFRAIIADBREZMERER
of the Company at the close of business on 8 May 2014, pro-rata to their then fir 2% J2 21719 748,830,000 A% Ak 15 °
existing shareholdings in the Company.

(d) On 23 May 2014, the Company had issued 250,000,000 shares at HK$2.15 per (d) RZZE-—WERAZ+=H  ARFADEB
share to public shareholders through the initial public offering. BHOR AR S R A R AR B E17250,000,000

R SR EE 2.15 B TRIRKD -
(e) On 18 June 2014, the Company had allotted 18,778,000 shares at HK$2.15 (e) RZZE—WFRA+/N\B ARQRIEREHR

per share to shareholders pursuant to the over-allotment option under the
international underwriting agreement entered into by, inter alia, the Company
and the international underwriters on 19 May 2014.

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.
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34.

35.

PLEDGE OF ASSETS

At the end of the reporting period, the Group has pledged certain
pledged bank deposits and property, plant and equipment to secure
the bills payable issued by the Group and finance lease obligations.
The carrying amounts of the assets pledged are as follows:

34.

BEHEE
R|EIK - AEBERE TEEAR
TERRME - B RS FARE
B OEN R RRERERENE
o ERAENREERTNT

2015 2014

—®-5F —T-QN4F

HK$'000 HK$'000

FERT FABT

Pledged bank deposits EHEMRITER 37,647 85,147
Equipment B 50,965 114,639
88,612 199,786

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 (prior to 1 June 2014:
HK$1,250) 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
2015 and 2014.

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 2015, the total costs charged
to profit or loss are approximately HK$24,998,000 (2014:
HK$19,812,000), representing contributions paid/payable to the
above defined contribution retirement benefits schemes.

35.

HBABRRZERAERAR/ —T—HFFR

EAREHGTE
REBBIE BB IEDNBETEEHIHH
BIRHD - BEMBEELAEREER
HEHog B M AR E([RESEE ) -
HRNDIZEREREFHHETEDLLERE -
BT NESA—HELREATZE
B&A1,5008 T (ZE—MNENA—H
AT : 1,250/ 7T) - BB BHEKIBIERE
SEFERAIK BEM AR - BEHRE
ZEBRERNG - BIESFTEEET A
BUSXTAEEASZTHE KR_F
—hRFERZF-HF+—A=+—H"
b 4 3808 Us 4 TR AT AR AR A R 2R AE FE Y
FEATHERR -

ARATNFEMBRBAREABREE
R#EFeETED LA BAEENE
REBRERAREEELER  (FRBEHE

2N
& e

AR B g bt SROE R AR A E 81R
ME—BERRBEEUEL AR -

HE_Z—RE+-_A=t+—HILFE "
REZHINBRAORABLBY RO A
24,998,00078 7( —Z—PO4 : 19,812,000
Bor) BB A ERAKREBREFENE
N FERHERR -

141



Notes to the Consolidated Financial Statements

mE U BRRME

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

36.

142

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 2015, the number of shares in respect of which
options had been granted and remained outstanding under the Pre-
IPO Share Options Scheme was 18,532,000 shares (31 December
2014: 26,030,000 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.

The table below discloses movement of the Company’s share
options granted under the Pre-IPO Share Option Scheme during
each of the years ended 31 December 2014 and 2015:

36.

LR R ERN M
BER-F-MOFERA\BBBORE
e INGEPONCES IR
B ERAMBENMRASE ) R
R B ((WRRHE)) TEREE
RABREEIREHE  LHFIERE
RN A R A B R B AR B
B R BRI MR B B FLF %+ 4 K
B8 -

shAB AR Bl S
i FE AR

B H R IR

R-ZEBE—RAE+-_A=+—H HRE
BRARBEENERETECRD R
ROTENEREEEORNDEE &
18,532,000k B (ZE—MWF+= A
=+—H : 26,030,000 K 1n) o IBIEH
RARBEERERENSIRENMERE
MRS TEE A RE BT R RS E A
N A %17 £ 30,000,000 A5

TARBEBE-FT-MER-FT -4
+ZA=t—ALEEEENREER
ARBE AW ET BR L O AR A
B2 %

Reclassified
under
different
Cancelled  categories
Granted Lapsed Exercised during during
1 January during during 31 December during the year the year 31 December
2014 the year the year 2014 the year (Note a) (Note b) 2015
—E-QF FRREFE =-2-1%
—E-MF +=A FREHEHE BHEHIE +=8
-B-B HFRERE FAEXR Zt+-B BREAE (GEE) (H&Eb) =1-—H
Number of share options RETHRRRESRSE
outstanding:
— Directors of the Company — ARAREZ
(Notes ¢ &d) (MzEcRd) - 11,000,000 - 11,000,000  (600,000) (5000,000) 2,000,000 7,400,000
— Employees —E8 - 15,470,000 (440,000) 15,030,000  (1,898,000) - (2,000,000) 11,132,000
- 26,470,000 (440,000) 26,030,000  (2,498,000) (5,000,000 - 18,532,000
Number of share options AEERER R
exercisable - 1,708,000
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36. SHARE-BASED PAYMENTS (Continued) 36. UM AEBRHNF @

Notes:

(a) During the year ended 31 December 2015, 5,000,000 share options of the
Company previously granted to Mr. Zhang were cancelled. Mr. Zhang has not
exercised any of these share options since the date of grant and had not
received any remuneration paid or payable by the Group in this regard.

(b) Ms. Zheng was appointed as an executive Director on 23 November 2015 and
her share options as previously classified under the category of “Employees”
were re-classified under the category of “Directors”.

(0 The Group has recognised share-based payment expenses of HK$1,324,000
(2014: HK$997,000), HK$1,324,000 (2014: HK$997,000) and HK$882,000
(2014: N/A) in profit or loss during the year ended 31 December 2015 in
relation to the share options of Mr. Lu, Mr. Wu and Ms. Zheng, respectively.

(d) The Group has recognised share-based payment expenses of HK$2,206,000
(2014: HK$1,662,000) in profit or loss during the year ended 31 December
2015 in relation to the share options cancelled.

The closing price of the Company’s shares at the date on which the
share option was exercised by a Director was HK$3.9.

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 approximately 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.

f i

(@ HEZT-AF+-A=t—HILFE %
AT F 3R 5E 4 #95,000,000 13 78 2 &) B8 A% 4
DRt o RAE B R B HLURI BT %
FLHERE - B ERNARNEERIEIMAE
ek R T -

by BRLIER-Z-RF+-A-_+=HEZ
ERATES  HAARE EE]BHNHE
BB YVRE [ER ] HRIEH A -

(0) AEFERBEE_Z—AFE+-_A=+—A1
IEFEZEBRA - DRIRELE REER
B+ 7 BRERRARNDAERNZ B
31,324,000 7t (== — IO £ : 997,000
JC) * 1,324,000 7% 7T ( == — PO 4F : 997,000
7E70) 882,000/ (=T —M4F : NEMA) °

(d) AEBEREE-_Z—AF+_A=+—8H
IFFEZEBERN - 5B R E R AR
D BERN X EH2,206000F (=%
—PU4E : 1,662,000 7T) °

ARARNARBREEESITEERD
WM EA3.98T -

RRABBDRERERANEEE TIT6E
ERZMEFHRHELDSEM3.858
ﬁ o

BEERA A AHEEERETESRLE
BREASINEHZESERELD SR
R B -RF-EFTHEEERHG
BENH ) 20%  30% N50% SRIE © %%
BRENTEHA-ZZE—RAFAA T
BE-Z—-NAFHA+NAE-

BEREA_Z—NFRAT+ABRE
TEBAEKI.07587T o A - EAH
ETEREARNEHBREETMNERE
NF1E A 33,640,000 T ©
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36.

144

SHARE-BASED PAYMENTS (Continued)

Al e et ) T T

36. UROBERNZN @

The following assumptions were used to calculate the fair values of U TBREERFER-_ZE—NFERA
share options at the date of grant on 19 May 2014: TAERERERE A FE :
Spot price per share on grant date L AENERAEE HK$2.150
2.150 & 7T
Exercise price 1TEE HK$1.075
1.075%& Tt
Life to expiration (note a) [E e HA (M5 a) 5 years
5
Expected volatility (note b) TEERR 1 (M5t D) 42.80%
Dividend yield g B s = 0.00%
Risk-free interest rate (note ¢) ERERFIER (M) 1.202%

Notes:

(a) Life to expiration: Being the period of 5 years commencing on the date of grant
based on the contractual terms of the share options.

(b) Expected volatility: Estimated based on the daily stock prices of 4 comparable
companies for a period equal to the life to expiration as of the valuation date.

(a] 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$11,680,000 (2014:

HK$8,800,000) for the year ended 31 December 2015 is recognised
in profit or loss (included in administrative expenses).
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37. OPERATING LEASE COMMITMENTS 37. REHEEIE
The Group as lessee AEBERAEBEA
At the end of the reporting periods, the Group had commitments RIEER  REBECH A REESE
for future minimum lease payments in respect of office and factory HEBTHAZERBMENYE BEERE
premises, warehouse and staff quarters rented under non- TESEAERKFEHEEZRE  FHAR
cancellable operating leases which fall due as follows: N
2015 2014
—E-HF —ZE-F
HK$'000 HK$'000
TFE T FAT
Within one year —E R 13,671 12,201
In the second to fifth year inclusive FE_ZhE(RREEREMF) 12,018 8,468
25,689 20,669
Leases for office premises, warehouse and staff quarters are KHENRAZENE  2ERBIRBS
negotiated for an average term of three years and rentals are fixed MELNFHHERAE=F BN FHHE
for an average term of three years. A lease for factory premises was H=FRNARET - BFEMENHELOHR
negotiated for a term of three years. BERB=F o
38. CAPITAL COMMITMENTS 38. EAEIE
2015 2014
—E—-0F —E-NF
HK$'000 HK$'000
FHERT T
Capital expenditure in respect of the BRAREME  B&E
addition of property, plant and equipment BEMEETAE
contracted but not provided for KB & AR RE 51,793 24,621
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39. FINANCIAL GUARANTEE AND CONTINGENT

146

39. IKERRIAEE

LIABILITIES
2015 2014
—E-EF —TmEF
HK$'000 HK$'000
FHET THBT
Financial guarantee income credited to FFABZEA PSR
profit or loss including: WA - B
Guarantee to Dongguan Baoying (note) MRS AR HER (M) - 2,179

Note:

On 28 June 2012, Dongguan BPT, Dongguan New Horizon Elastic Fabric
Company Limited (“Dongguan NHE") and Mr. Lu provided financial guarantee
to a bank for a bank loan of RMB80,000,000 with maturity of four years to 5
=T E & E M % A R 2 7 (Dongguan Baoying Property Development
Company Limited), a company controlled by Mr. Lu. The fair value of the
financial guarantee as at 28 June 2012 was arrived at on the basis of valuation
carried out on that date by Avista, independent qualified professional valuer
not connected with the Group. The fair value of the financial guarantees was
calculated based on credit spread (including the assumption on probability of
default and recovery ratio) and the maximum exposure of the facility to the
Group. The estimated fair value of the financial guarantee of HK$18,160,000
was recognised as financial guarantee liability with the equivalent amount
charged to equity as shareholder distribution at the grant date. During the year
ended 31 December 2014, financial guarantee income of HK$2,179,000 were
recognised in profit or loss. On 27 March 2014, the financial guarantees
provided by Dongguan BPT and Dongguan NHE were early released by the
bank before maturity of the banking facilities. The remaining carrying amount
of financial guarantee liability amounting to HK$9,621,000 was credited to
equity.

Dongguan BPT and Dongguan NHE are subsidiaries of the
Company.

Save and except for the matters specified above before 27 March
2014, the Group does not have any contingent liability so far as the
management is aware that is pending or threatened by or against
companies of the Group.
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40. MAJOR NON-CASH TRANSACTIONS 40. TEHFRERS

During the year ended 31 December 2014, the Group entered into HE-_Z-—"NWFE+_A=+—HItF

finance lease arrangement in respect of machineries with a total B NEBMMEITITRERELHE

capital value at the inception of the lease of approximately REEBHBLENEREEBEDY A

HK$14,062,000. 14,062,000/8 7T, ©

41. RELATED PARTY TRANSACTIONS 41. BEALRS

The Group had the following related party transactions during the NEBRERNET NIBEEALTRS -

year:

@) 2015 2014

—E-hfF —TmE
Nature of transaction HK$°000 HK$'000
REMEE FET FHT
Sales of raw materials to a joint venture [A]& &1 3 (&S B 2,880 -
Purchase of goods from a joint venture BETEBEEY 6,466 -
Rental income from a related company* 7 5 — & BEEE A IR S UL A * 452 676

Rental expense to a related company* [ — & BaHE A 7L 8
e H = 1,190 -

Rental expense in respect of ERARELEZNN

rented premises to Mr. Lu HEMERS Y H 4,086 3,781

* A related company controlled by family members of directors of the Company. * RRABEEREKEIEHINEEE AT -

(b) Information of financial guarantees provided to related (b) [RIBAEE A FHRMHE M B RERERE
companies is set out in note 39. FABFEE39 o

() Compensation to key management personnel of the Group (0 AEEXEBEEABBIRRAE
which represents directors of the Company is set out in note F)NMESENMFE12
12.

(d) During the year ended 31 December 2014, the Group () BEZZ—WNF+-A=+—AH1t
disposed of all of its investment properties to a related FE  AEBRELERELEDN
company controlled by Mr. Lu and family member of Mr. Lu, REERK B 1= 8 Bl A B H & A7
at a consideration of RMB55,000,000 (equivalent to EREME REAARK
approximately HK$69,270,000). 55,000,000 7T (18 & 7 49 69,270,000

BT e
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42. DETAILS OF SUBSIDIARIES 42. MB AT 255
(a) General information of subsidiaries (@) WE’A‘?Z BER
As at 31 December 2015 and 2014, the Company has the —E-RER-ZE—
following subsidiaries:

mE+—A
_+ A - K“TﬁMTW%Q

148

Al

Proportion of
ownership interest
held by the Company
as at 31 December

AT
Place of Rt+t=A=+—H
incorporation/ Place of Paid up Fris i E RERE 22 b 51
Name of subsidiary establishment operation registered capital 2015 2014 Principal activities
aEf AL, B
i) PNGIE=E R 3 3t B i B BEAX —B-RF —T-NF FBEK
% %
BPT Holdings BVI Hong Kong Ordinary US$20,000 100 100 Investment holding
R BIEIR EBRAHS AR &AMk 20,0005 7T REZK
Best Pacific Textile BVI Hong Kong Ordinary US$100 100 100 Investment holding
International Limited BRLEES BF Bk 1003% T BEER
BAGBEEARAR
BPT Hong Kong Hong Kong Ordinary HK$10,000 100 100 Investment holding
TBELE BB HE E3/A% 10,0008 7T and trading of lace
REZBRREEEH
Best Pacific Investment Hong Kong Hong Kong Ordinary HK$1 100 100 Investment holding
(Hong Kong) Limited BB B @Ak 1 AT WEER
BRIRE (BB)ARAR
Best Pacific Textile Hong Kong Hong Kong Ordinary HK$1 100 100 Trading of elastic
(Hong Kong) Limited BB & LT 1 BT fabric and lace
BRI (BB)BRAR BEEEBEEADEE
New Horizon Investment Hong Kong Hong Kong Ordinary HK$10,000 100 100 Investment holding
HERE B &) 3% 10,0008 7T REER
New Horizon Elastic Fabric Hong Kong Hong Kong Ordinary HK$1 100 100 Trading of elastic
(Hong Kong) Limited BB BB @i BT webbing
EEEEEY (BERRAR) HEEIAE
Dongguan BPT The PRC The PRC Paid-up registered 100 100 Manufacture and
RETHER A & capital trading of elastic
HK$1,087,890,000 fabric and lace
(Note v) s R EEBEEY
BRAEMER TR 4
1,087,890,000% 7T
(PFzEV)
Dongguan NHE The PRC The PRC Paid-up registered 100 100 Manufacture and
REBE s &+ capital trading of elastic
HK$324,250,000 webbing
(Note v) s R B BB
BRAMER
324,250,000 7% 70
(PF7EV)
New Horizon International BVI Hong Kong Ordinary US$100 100 - Investment holding
Investments Limited EBEXES B8 LiBAR 100 T (note iii) BB
HEBPRIREGRAA (PR3 iii)
Best Pacific International BVI Hong Kong Ordinary US$100 100 - Investment holding
(Vietnam) Company Limited BTHE BF LB 1003 TT (note iii) A
BB (BE) BRAF] (B =X iii)
Best Pacific (Vietnam) Hong Kong Hong Kong Ordinary HK$1 100 — Investment holding
Company Limited B A e (note iii) gz ey
A (ME)BRAA (B iii)
Best Pacific Vietnam Socialist Socialist - 100 - To carry out
Company Limited Republic of Republic of (Note iv) (note iii) manufacturing and
BEMEARAR Vietnam Vietnam - (B i) trading of elastic
wWEtEEE HELEEXE (M sEiv) fabric, lace and
HFE HFE webbing
SEREEELED

B - H RS
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42. DETAILS OF SUBSIDIARIES (Continued)

(a) General information of subsidiaries (Continued)

Notes:

(i)

(ii)

(iii)

(iv)

As at 31 December 2015 and 2014, 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.

These subsidiaries were set up by the Group during the year ended 31
December 2015.

The total registered capital of this subsidiary is Vietnam dong
1,427,200,000,000 (equivalent to approximately US$64,000,000 or
HK$499,200,000). Up to 31 December 2015, the Group has yet paid
up any of such registered capital to the subsidiary.

the Group injected additional capital of HK$325,000,000 into
Dongguan BPT and HK$101,250,000 into Dongguan NHE respectively
during the year ended 31 December 2015.

42, fBRA T ZFHE &)

@) MEZF 2 —MER )
31

(i) RZT—AFR=ZT—NF+=A
=+—8 BRHRBHBEREEQT
ERZ2ERAWBARN  IBNUE
MEARTIHARBIRERS -

iy REBRRRZBEDMIEBED
HEEPBIK ©

(il ZEWEBARBAEERBE=ZT
—RFTZA=+—HILFERT -

vy ZHMBARAMTMERBRER
1,427,200,000,000 #% 7 /& (42 & M 49
64,000,000 7T.5,499,200,00078 7T) °
BE-_Z-—AFE+-_A=+—H XK
EE M ABEZWNE AR Z BB

(v) BE-_ZT-—RAF+-_A=1+—8B1LHF
B AEERREBARRTEESD
BlE AZESNE € 325,000,0007% 7T &
101,250,000/8 7T ©

BRERZERAERLIR/ —T—RFFR 149



Notes to the Consolidated Financial Statements

mE U BRRME

For the year ended 31 December 2015 HE—Z—AF+_A=+—HIFE

43,

150

INFORMATION ABOUT THE STATEMENT OF 43, EEA QA BERRERER

FINANCIAL POSITION OF THE COMPANY

2015 2014
—E—-EF —ET—OF
HK$'000 HK$'000
T FET
Non-current asset IERBEE
Unlisted investments in subsidiaries RSB ARIR EWRE = -
Current assets mBEE
Other receivables, deposits and E b EWGIE « e NTENRK
prepayments 204 801
Amounts due from subsidiaries NG B 581,974 567,451
Short term bank deposits 52 EAERITIF K = 50,697
Bank balances and cash RITHEBRIRS 72 104
582,250 619,053
Current liabilities mEasE
Amounts due to subsidiaries XN ENGIE /e - 3,664
Other payables HAth fETR0IR 245 2,194
245 5,858
Net current assets mEVEEFEE 582,005 613,195
Net assets BEFER 582,005 613,195
Capital and reserves BARK#EE
Share capital (note 33) f&AS (B 5E33) 10,213 10,188
Reserves & 571,792 603,007
582,005 613,195
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43. INFORMATION ABOUT THE STATEMENT OF 43. FEREAAXA QAT BERRIKRER

FINANCIAL POSITION OF THE COMPANY (&)
(Continued)
Composition of reserves (note) ERCEERACIEED)
2015 2014
—E—HEF —E—FE
HK$°000 HK$'000
FERT FAT
Share premium &0 & 8 548,274 542,655
Share option reserve AR 17,521 8,800
Retained profits RERF 5,997 51,552
571,792 603,007

Note: Movements of respective reserves, except for retained profits which is disclosed
below, are set out in the consolidated statement of changes in equity.

Bt - ARRIRAE B (T A RE R RFIBRIN) T
BAZAEREBR -

Movement in retained profits of the Company ARDAREBRFEE
Year ended Year ended
31 December 31 December
2015 2014
BZE HE
—EB-afF —ZE-mEF
+=A=+—-H +t=A=+—H
LHFE IEFE
HK$°000 HK$'000
FET FHATT
Balance at the beginning of year FEEH 51,552 (6,454)
Profit and total comprehensive income REERMEEEmBAERE
for the year 59,502 93,663
Dividends recognised as distribution (note 16) &2 2 REIAL S (K3t 16) (105,057) (35,657)
Balance at the end of year FRER 5,997 51,552
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Five-Year Financial Information Summary

IFUBERREE

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

AEEBRED BT HFRIEAREPIHELER
HNDTIHERE  BERABRENT :

out below:
2015 2014 2013 2012 2011
—EB-1f —T-NF —T-—=F —T——& —T——F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAT T T FAIT
(Note i) (Note i) (Note i)
(F5ED) (BsED) (BsED)
Results E
Revenue @N 2,048,138 1,860,881 1,659,447 1,403,326 1,397,104
Profit for the year FEEF 342,383 246,904 244,505 198,051 205,875
Earnings per share GRET
— Basic (HK cents) — R (ED 33.56 27.05 2861  NATEA  NATER
— Diluted (HK cents) — 5 (B 33.21 2687  NATEA  NATER NATER
Assets and liabilities EENERE
Current assets RENVEE 1,776,416 1,630,997 983,065 1,079,889 988,439
Non-current assets IERBEE 1,124,343 1,181,867 1,185,804 1,022,623 893,276
Total assets MEE 2,900,759 2,812,864 2,168,869 2,102,512 1,881,715
Current liabilities RBAE 1,148,906 912,243 852,894 1,445,218 1,392,188
Non-current liabilities FERBEE 12,909 283,843 483,776 49,379 70,852
Total liabilities wmeE 1,161,815 1,196,086 1,336,670 1,494,597 1,463,040
Equity attributable to owners AR EHEHE A
of the Company FEfL REas 1,738,944 1,616,778 725,563 527,452 360,660
Non-controlling interests IR - - 106,636 80,463 58,015
Total equity R 1,738,944 1,616,778 832,199 607,915 418,675
Note: fifEE -
(i) Pursuant to the group reorganisation, the Company became the holding company of (i) REEEER AR _Z2—NFE—A+/XAK

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 2011, 2012, 2013 and 2014. The consolidated results, assets and
liabilities for the years ended 31 December 2011, 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 2011, 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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