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CHAIRMAN'’S STATEMENT
TRHE

On behalf of the board (the “Board”) of directors (the
“Directors”) of Best Pacific International Holdings Limited
(the “Company” or “Best Pacific”, together with its
subsidiaries, collectively, the “Group” or “we”), | am
pleased to present the annual results of the Group for the
year ended 31 December 2018.

The year under review was yet another year full of
opportunities and challenges. Alongside with the rather
relaxed monetary policies from most countries around the
world, the economy was expected to continue to grow
in 2018, yet less synchronised when compared to 2017.
In part, this resembled diverging cyclical positions, with
expansions peaking in some large developed countries
while others continued to emerge from deep recession.
The economies in the United States of America (the
“U.S.”) and the emerging Asia had continued to register
robust growth, which was supported by sizable fiscal
stimulus, domestic demand-led pickup and favourable
export-oriented business environment in selected regions.
The controversial Brexit, however, had heightened the
risks of financial turmoil and resulted in a disappointed
economic growth in the United Kingdom and the euro
area.

When we looked back to the People’s Republic of China
(the “PRC”), the business activities moderated in the
second quarter of 2018, in response to the regulatory
tightening of the real estate sector and non-bank financial
intermediaries. The export industry in the PRC had also
been heavily affected by various market factors, including
the growing manufacturing and operating costs, the
exchange rate volatilities, and other political events.
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In recent years, the manufacturing industry in the PRC had
been facing problems of aging population, high wages,
intensified environmental regulations and restrained
resource supply. The overall increase in costs spent
on human resources and the stringent environmental
rules and regulations had placed enormous pressure on
corporate earnings. Following the sharp Renminbi (‘RMB”)
appreciation in 2017, RMB had further appreciated against
U.S. dollars (“US$”) for most of the six-month period in the
first half of 2018. This had further increased the operating
costs and had made the recovery or maintenance of
corporate margin even more difficult. Best Pacific, with
the primary production base domiciled in the PRC in
2018, was no exception and had experienced a decline in
profitability.

Since January 2018, with the protectionist rhetoric
turned into real actions by the U.S. imposing tariffs on a
wide range of imports and trading partners undertaking
retaliatory actions, the trade tension has been escalated
to an intensity that carries systemic risk to the global
economy. An intensification of trade tension and the
associated policy uncertainty were believed to dent
business sentiment, trigger financial market volatilities, and
slow investment and trade.
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CHAIRMAN'’S STATEMENT
TRHE

Despite the twists and turns in the global economy, Best
Pacific had continued to leverage on its unique position
as a one-stop solutions supplier, its strong research
and development capabilities and diverse geographical
manufacturing base, and successfully seized further
business opportunities from both the lingerie and
sportswear and apparel markets. For the year ended
31 December 2018, Best Pacific had attained a record
breaking revenue of approximately HK$3,212.6 million,
representing a year-on-year growth of approximately
14.9%.

Best Pacific has strategically planned and reacted to the
ever-changing market environment. The Socialist Republic
of Vietnam (“Vietnam”) had officially become the seventh
country ratifying the Comprehensive and Progressive
Trans-Pacific Partnership since November 2018. According
to the statistics published by the Vietnam Textile and
Apparel Association, the national export turnover of textiles
and garments of Vietnam is expected to reach US$50
billion by 2025. We are optimistic that such growth will be
conducive to our Vietham operation and its development,
leading our Vietnam operation to a greater success in the
near future.

On 1 August 2018, Best Pacific completed the acquisition
of 51% shareholding in Trischel Fabric (Private) Limited
(“Trischel”), a company incorporated in the Democratic
Socialist Republic of Sri Lanka (“Sri Lanka”). The partner
of this joint venture is MAS Capital (Private) Limited,
a wholly-owned subsidiary of MAS Holdings (Pvt) Ltd
(“MAS”), one of the largest and most recognised apparel
and textile manufacturers in the world. The strategic
partnership had reinforced Best Pacific’s global footprint,
thereby facilitating the future development of Best Pacific.
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Although there are signs (including the pause in the
interest rate raised by the U.S. Federal Reserve) that
warrant a wait-and-see attitude towards the global
economic outlook in 2019, Best Pacific is confident
with its future prospects. On one hand, we will continue
ride on our strong edge in research and development
capabilities to produce quality products, which are the
key to grasp the massive potentials from the sportswear
and apparel markets. On the other hand, we believe that
internationalisation does not appear overnight and we are
one of the fast movers in the industry. The management
has been putting unremitting efforts to make Best Pacific a
world-class textile player and we will continue to work with
our customers, business partners and shareholders to
further secure Best Pacific’s market position, with a view
to delivering promising returns in the near future.

Lu Yuguang
Chairman
Hong Kong, 20 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

BUSINESS REVIEW

On 22 January 2019, China announced that its gross
domestic product (“GDP”) came in 6.6% for the whole
year 2018, which had been the slowest GDP growth since
1990. Under the shade of the trade tension between the
U.S. and the PRC, the exporters in the PRC had also
been struggling and reported a subdued set of financial
data.

Nevertheless, Best Pacific had been successful in
both penetrating new business potentials from existing
customers and finding new clients. For the year ended
31 December 2018, Best Pacific continued its growth
momentum with the top line hitting a record high of
approximately HK$3,212.6 million, representing a revenue
increase of approximately 14.9% as compared to the year
ended 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Breaking into the different markets, the Group achieved
an inspiring year-on-year growth of approximately 21.6%
and 36.6% in its elastic fabric and lace businesses,
respectively. On the lingerie side, the Group had been
successful in winning a few core programmes from existing
clients and had also secured new orders from brand new
large customers, particularly in the second half of the
year. The massive potential of the sportswear and apparel
markets and the increasing awareness of health and
fitness across all age groups had certainly contributed to
the continuous business growth of Best Pacific. Together
with the Group’s continuous technological advancement in
synthetic textile products, the Group achieved a year-on-
year growth of approximately 18.0% in sales revenue of
elastic fabric as sportswear and apparel fabric materials in
the year under review.

In 2018, the manufacturers in the PRC are generally facing
similar problems. In order to cope with the growing market
demand and the shorter production lead time, the Group
had to increase its investments in inventory, property, plant
and equipment. Extra processing costs, as compared to
the past, were also inevitably incurred to cope with the
ever more stringent environmental protection regulations.
Since early 2016, Brent crude oil price had been gradually
stepping up and had reached its four-year high at
approximately US$86 per barrel in October 2018. The
soaring oil prices had forced our synthetic fibre suppliers
to transfer part of their costs burden to us by charging
higher material unit prices during the year ended 31
December 2018. As a result of the above, our gross profit
margin and net profit margin declined to approximately
24.7% and 8.7% for the year ended 31 December 2018,
respectively, as compared to approximately 27.6% and
10.9% for the year ended 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Despite the above-mentioned unfavourable market factors, BRE
Best Pacific had reacted proactively by taking various

actions and measures in order to cope with the adversity.

B LA MmiSEE - BREEK
MARITE) RIEHEIE R EE - ARAREIR -

For the six For the six
months ended months ended
31 December 30 June
2018 2018 Change
BEZZ-NE BEZE-N\E
+=A=+—H ~A=1H
EREA 1E7REA )
(HK$'000) %
(F#&L) Anth
Revenue (HK$'000) KA (FABT) 1,861,283 1,351,342 500,941 377
Gross profit (HK$’000) EH (F5E7T) 468,946 323,015 145,931 452
Gross profit margin (%) EME (BHLL) 25.2 23.9 1.3% points
1.3(EAB DB
Net profit (HK$’000) FAE (FHT) 177,446 102,786 74,660 72.6
Net profit margin (%) FAEE (B2L) 9.5 7.6 1.9% points
1.9EE DB

The Group strived to cater for the changing market
preferences by introducing innovative lingerie, sportswear
and apparel materials to our customers and brands.
“Build on Innovation and Technology” continued to
be the foundation and vision of the Group in business
management as well as new product development. During
the year under review, the Group had diverted further
resources to snatch business opportunities from both
domestic and overseas markets. When compared to the
first half of 2018, revenue increased by approximately
37.7% to approximately HK$1.86 billion in the second half
of 2018. The increase was mainly driven by (i) the general
industry seasonal effect of more orders in the second half
of a year; (ii) orders from brand new large customers; and
(i) the increase in the volume of products sold by the
Group after acquisition of a subsidiary of the Company in
Sri Lanka in August 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

The upsurge in orders received had also improved
the utilisation of our production facilities, leading to a
corresponding improved profitability. In order to tackle the
inflation in costs spent on human resources, automation
throughout the existing manufacturing processes had been
introduced to the extent possible. Efforts had also been
made to streamline our internal workflows and reduce
redundancies so as to increase the overall production and
operating efficiencies. Together with RMB turning around
its rising trend in the second half of 2018, our gross profit
margin and net profit margin for the six months ended
31 December 2018 increased to approximately 25.2%
and 9.5% respectively, representing improvements of
approximately 1.3 percentage points and 1.9 percentage
points, respectively, as compared to the six months ended
30 June 2018.

Dedication to progressive growth

Best Pacific is dedicated to its long term development and
is also ready to convert challenges into driving force. Since
2016, Best Pacific has started its internationalisation plan
to establish its manufacturing footprint around the globe.
In view of the mounting trade tension between the U.S.
and the PRC as well as the comparative advantages of
lower manufacturing costs in Vietham and Sri Lanka, Best
Pacific, with its manufacturing sites in Vietham and Sri
Lanka, is in a good position to seize more market share
and opportunities from the global apparel market.

Overseas expansion — Vietham

According to the General Statistics Office of Vietnam, the
export value of textiles and garments reached US$30
billion in 2018, representing a significant increase of
16.6% as compared to 2017 and attained the second
highest export growth among the export categories. Our
operation in Vietnam, being the first overseas expansion
project of Best Pacific, had been launched successfully
and progressed as the management expected. During
the year under review, a net profit position was generated
in selected months, which had boosted our spirit and
encouraged us to continue to devote more resources to
the Vietnam operation. Looking forward, with Vietnam
being perceived as the key beneficiary of the U.S. — PRC
trade war, we intend to gradually increase the production
capacity in Vietnam to meet the upsurge in market
demand for high quality products, with a view to further
consolidating our market position in the region.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Overseas expansion - Sri Lanka

In addition to our Vietnam operation, our two joint ventures
(the “JV(s)”) with the two reputable apparel and textile
manufacturing industry leaders, namely MAS and Brandix
Lanka Limited, in Sri Lanka, had progressed according to
our management’s expectation. With reference to Trischel,
which has become a non-wholly owned subsidiary of the
Company since 1 August 2018, a net profit position had
been generated in selected months during the year under
review. As to Best Pacific Textiles Lanka (Pvt) Ltd, another
non-wholly owned subsidiary of the Company in Sri Lanka,
the facilities of which are under construction and expected
to come into operation by mid-2019. We believe that the
strategic partnerships with our JV partners will allow the
Group to leverage on their well-established presence in the
global apparel market and to facilitate the development of
these JVs and the Group in the long run.

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 2018, revenue
amounted to approximately HK$3.21 billion, representing
an increase of approximately HK$417.8 million, or
approximately 14.9%, from approximately HK$2.79 billion
for the year ended 31 December 2017. The increase in
overall revenue during the year under review was mainly
attributable to (i) the continual expansion into the lingerie
as well as the sportswear and apparel materials markets;
and (i) the increase in the volume of products sold by the
Group after acquisition of a subsidiary of the Company in
Sri Lanka in August 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

B AR AT

A comparison of the Group’s revenue for the years ended rEEHE—Z—tFR T N\F+=A
31 December 2017 and 2018 by product categories is as =+—H JtiEZHﬂU\EzF LA RIE D EY B
follows: 0
For the year ended 31 December
BE+-A=+—HLLEFE
2018 2017 Change
—B-N\F —tF &
Revenue % of Revenue % of
(HK$’000) Revenue (HK$'000) Revenue (HK$'000) %
WA AERAR WA (HRAR
(F#&x) Bokk  (FE&T) Bak  (FExT) ANt
Elastic fabric SR 2,148,814 66.9 1,767,693 63.2 381,121 21.6
Elastic webbing B A 946,946 29.5 941,562 33.7 5,384 0.6
Lace B 116,865 3.6 85,556 3.1 31,309 36.6
Total @t 3,212,625 100.0 2,794,811 100.0 417,814 14.9

For the year ended 31 December 2018, revenue from
sales of elastic fabric amounted to approximately
HK$2.15 billion, representing an increase of approximately
HK$381.1 million, or approximately 21.6%, as compared
to the year ended 31 December 2017. In addition to
the increase in the volume of products (relevant revenue
amounted to approximately HK$109.4 million) sold by the
Group after acquisition of a subsidiary of the Company in
Sri Lanka in August 2018, the Group had successfully won
several core programmes from the existing lingerie clients
and further penetrated the market by starting business
with brand new lingerie customers. Besides, by leveraging
on its high product quality, strong innovation and
research and development capabilities, and by fostering
relationships with different sportswear and apparel brands,
the Group continued to expand into the sportswear and
apparel materials markets. In 2018, the Group recorded
a year-on-year growth of approximately 18.0% in sales
revenue of sportswear and apparel fabric materials.

Revenue from sales of elastic webbing amounted to
approximately HK$946.9 million for the year ended
31 December 2018, representing an increase of
approximately HK$5.4 million, or approximately 0.6%, as
compared to the year ended 31 December 2017. The
volume sold during the year ended 31 December 2018
was relatively stable as compared to the year ended 31
December 2017.

Et%é Z-NFF+_A=+—HLFE
8 ) B R R IR A B #921 5B T
@@%:%—t¢+:ﬂ_+ B I F e
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RZZFE-—NFNARBHREFRHBLRE
EmEEEmMm (BEW AZERN100.48 8
HBIT) AN - m%laﬁm@%m‘_&;mﬁ
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KEFHRBRER  #— *Ffﬁ;_mi% EAN -
AEBREESERED 2 Mot KA BT &
BEN  UREREESETREDRE &R
HOENBEER BERRZEHRERRE
YRS  c RZE—\F - AEEHRFED
ARE RAREEm AR HE WA RLIERD
18.0% °
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Revenue from sales of lace increased from approximately
HK$85.6 million for the year ended 31 December 2017
to approximately HK$116.9 million for the year ended 31
December 2018. The Group is dedicated to cross selling
its different primary products. The year-on-year increase
of approximately 36.6% was mainly due to the increase
in sales volume of lace in the year ended 31 December
2018, as compared to the year ended 31 December 2017.

Cost of sales

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

Cost of sales - by nature of expense

HEBHNKAREBEE_E—+E+-A=
+—BHItFEMHSSEBETENES
E-_ZE-NFE+ZA=1+—"BILEENY
116.9EE BT - AEBB IR NHER
TREBEMR - RLIEINL36.6% TEZ
HRBE T N\F+_A=+—HBILEE
WEHINEREE S —+F+-_A=+—
A FEHEMATER -

HERA

AEENHEXN AT ZBRREMERA - £
ERXMERATRA

HERS - REAXMEE D

For the year ended 31 December

BE+t-A=1t—HLFE

2018 2017 Change
—EB-N\F —T—tF &

(HK$°000) %  (HK$'000) %  (HK$’000) %

(F#x) Aok (FET) Bolk  (FET ElaNsd

Raw materials RAR 1,284,803 53.1 1,036,568 51.3 248,235 23.9
Manufacturing

overheads EERY 875,416 36.1 733,542 36.3 141,874 19.3

Direct labour BEAL 246,333 10.2 241,563 11.9 4,770 2.0

Others Hh 14,112 0.6 10,466 05 3,646 34.8

Total B 2,420,664 100.0 2,022,139 100.0 398,525 19.7

The Group’s cost of sales for the year ended 31 December
2018 amounted to approximately HK$2.42 billion,
representing an increase of approximately HK$398.5
million, or approximately 19.7%, as compared to the year
ended 31 December 2017. The increase in our cost of
sales was primarily due to () the increase in overall sales
volume; (i) the overall increment in raw material prices;
(iiiy the increase in overall manufacturing overheads driven
by the Group’s continued business expansion as well as
higher production costs to cope with the more stringent
environmental rules and regulations; and (iv) the increase in
costs due to appreciated RMB against Hong Kong dollar
(“HK$") for the first half of 2018.

14
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MANAGEMENT DISCUSSION AND ANALYSIS

Cost of sales - by product category

BB MO

HERK - REmERE D

For the year ended 31 December

BZE+t-A=1+—HLEE

2018 2017 Change

—EB-N\E —+5F 2
(HK$’000) %  (HK$’000) %  (HK$'000) %
(F#&x) Baotk  (FET) Bolk  (FET) EFsd
Elastic fabric SE A E R 1,705,448 70.5 1,314,743 65.0 390,705 29.7
Elastic webbing S8 M 4§75 651,805 26.9 660,174 32.6 (8,369) 1.3)
Lace Bk 63,411 2.6 47,222 2.4 16,189 34.3
Total et 2,420,664 100.0 2,022,139 100.0 398,525 19.7

For the year ended 31 December 2018, the cost of sales
of elastic fabric as a percentage of the total cost of sales
increased by approximately 5.5 percentage points year-
on-year while the cost of sales of elastic webbing as
a percentage of the total cost of sales decreased by
approximately 5.7 percentage points. It was mainly due to
the overall increase in sales volume of elastic fabric during
the year ended 31 December 2018.

Gross profit, gross profit margin and net profit margin

BE_T-N\F+-_A=+t—HILFE &
M ER R HERNEREERANT D
LRI L3 = 495 618 B 2 & - B EB T &Y
HEXRNEEHEEXRNE 2R #56.7
BE H  TEARBE-_T—-N\F+_A

S+-BUEFEEEEYENAEEREY
hFER «
EF > ERRRFANEER

For the year ended 31 December

BE+t-A=+—HLEE

2018 2017

—E-N\F —EB—+F
Gross profit Gross profit
Gross profit margin  Gross profit margin
EX EFFE EAH EVES
(HK$’000) (%) (HK$’000) (%)
(F#&x) (B k) (F%7T) (Antk)
Elastic fabric S8\t A TR 443,366 20.6 452,950 25.6
Elastic webbing SEERRES 295,141 31.2 281,388 29.9
Lace A 53,454 45.7 38,334 44.8
Total et 791,961 24.7 772,672 27.6
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

The overall gross profit increased from approximately
HK$772.7 million for the year ended 31 December 2017
to approximately HK$792.0 million for the year ended 31
December 2018. The Group’s overall gross profit margin
for the year ended 31 December 2018 decreased by
approximately 2.9 percentage points to approximately
24.7%, as compared to approximately 27.6% for the
year ended 31 December 2017. The decline in gross
profit margin was mainly due to (i) a lower-than-expected
revenue from sales of elastic fabric; (i) the higher raw
material costs and manufacturing overheads; and (i) the
increase in costs due to appreciated RMB against HK$ for
the first half of 2018.

Net profit for the year ended 31 December 2018
amounted to approximately HK$280.2 million, representing
a decrease of approximately 7.7% as compared to
approximately HK$303.6 million for the year ended 31
December 2017. The Group recorded a lower net profit
margin of approximately 8.7% for the year ended 31
December 2018, representing a decline of approximately
2.2 percentage points, as compared to the year ended
31 December 2017. The decrease in net profit margin for
the year ended 31 December 2018 was mainly due to (i) a
lower gross profit margin attained; (i) the start-up costs of
the operations in Sri Lanka; (i) the ramp-up costs of the
operation in Vietnam; (iv) the increase in finance costs; and
(v) the increase in costs or losses due to appreciated RMB
against HKS$ for the first half of 2018.

ERITfhaEz—_T—+F+-_A=+—H
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(i)388 14 43 W T ) S AN RATEER (i) R A
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B oo
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MANAGEMENT DISCUSSION AND ANALYSIS

Other income

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

B AR AT

Hig g A

AREBENEMRA T2 EREBFHE - 817
MBWA - HEBERABRIRFE - EW
AREAD o TREIIAEERARFERHE
YA BRAR

For the year ended 31 December

BET-A=1T—-HLFE

2018 2017

—B-N\F —FF

HK$’000 HK$’000

FHET FHT

Government grants BN 16,508 24,105
Bank interest income HRITH BHA 9,179 4,040
Net proceeds from sales of scrap materials  $56E EER A1 208 % 58 7,134 10,309
Dividend income Bz B M A - 1,316
Others Hith 8,014 10,887
Total wet 40,835 50,657

The decrease in other income by approximately 19.4%,
from approximately HK$50.7 million for the year ended 31
December 2017 to approximately HK$40.8 million for the
year ended 31 December 2018, was mainly the result of
the aggregate net effect of the decreases in government
grants received, net proceeds from sales of scrap
materials, dividend income received and the increase in
bank interest income.

EWABREBEE=—T—+tF+=-_A=+—H
IEFENHNS0.7TBEBEBTH L H19.4%E 8,
E-E-NFF+_A=T—HLEFEND
408BBAET TERHAMRMERTMEE -
SHERBBAGHIAFHE - MESHRERA
B A R ERTTRI B WA I E BT -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Other gains and losses

Other gains and losses mainly consist of net foreign
exchange gain (loss), net remeasurement of credit loss
allowance for trade receivables and change in fair value of
derivative financial instrument.

For the year ended 31 December 2018, the net foreign
exchange gain was approximately HK$11.4 million
(for the year ended 31 December 2017: net foreign
exchange loss of approximately HK$14.2 million), the
net remeasurement of credit loss allowance for trade
receivables was approximately HK$8.1 million (for the
year ended 31 December 2017: nil) and the change in fair
value of derivative financial instrument was approximately
HK$1.2 million (for the year ended 31 December 2017:
approximately HK$0.5 million).

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 2017 and
2018, the Group’s selling and distribution expenses
represented approximately 5.3% and 4.8% of its total
revenue, respectively. The overall decrease in percentage
of selling and distribution expenses against revenue was
mainly due to the execution of cost controls, efficiency
enhancement and the benefits from the economies of
scale attained during the year under review.

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 2017 and
2018, the Group’s administrative expenses represented
approximately 6.6% and 6.2% of its total revenue,
respectively. The overall decrease in percentage of
administrative expenses against revenue was mainly due
to the execution of cost controls as well as the benefits
from the economies of scale attained during the year under
review.

Hib Wi k&R
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MANAGEMENT DISCUSSION AND ANALYSIS

For the year ended 31 December 2018, the equity-settled
share-based compensation included in employee benefit
expenses was nil (for the year ended 31 December 2017:
approximately HK$1.7 million).

Research and development costs

The Group is dedicated to catering to the changing market
preferences by introducing innovative lingerie, sportswear
and apparel materials. For the years ended 31 December
2017 and 2018, the Group’s research and development
costs represented approximately 3.0% and 2.8% of its
total revenue, respectively.

Finance costs

The Group’s finance costs mainly represent interest
expenses for bank borrowings. The finance costs
increased by approximately 88.4% from approximately
HK$35.2 million for the year ended 31 December 2017
to approximately HK$66.4 million for the year ended
31 December 2018. The increase in finance costs was
primarily due to the increase in overall market interest rate
and the increase in average balance of bank borrowings
as a result of continuous expansion in the Group’s
production scale.

Income tax expense

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill 2017
(the “Bill”) which introduces the two-tiered profits tax rates
regime. The Bill was signed into law on 28 March 2018
and was gazetted on the following day. Under the two-
tiered profits tax rates regime, the first HK$2 million of
profits of the qualifying group entity will be taxed at 8.25%,
and profits above HK$2 million will be taxed at 16.5%. The
profits of group entities not qualifying for the two-tiered
profits tax rates regime will continue to be taxed at a flat
rate of 16.5%. The two-tiered profits tax rates regime will
be applicable to any year of assessment commencing on
or after 1 April 2018.

B AR AT
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41 7a8EBT) °

mEEA

REBB ARSI ABIFHOZIERK - EER
HLREYH - BADSTHEILHOTEE
FeoHE2ZT—+ER_T—N\F+_A=
+—HIEFE  AEBNHEEAS LR
WA #93.0% 52.8% °

BE & A

ARE B RNE AT BHRIRITRE KA A B 5
XeMEXNFTBHBEE_T—LF+_A=1
—RIEFEH35.28&ETIEMAB8.4%E
BE_ZT-)/\FST_A=+—RHLEFEY
66.4EHEATT - MEKRARMEBANALE
B A ERERREE NG HERETISNXREN
Ko SRITHE SR T 15 5 BRIE ANAT K ©

FrgBipx<

RZB-N\F=AZ+—B BELELEEB
BT —EFBRHE (B (F75H) HRHIE
= ([MRBIER]) - HSIAFIEHREF - &
PIERR T NFZA -+ N\AERENX
AR NBATEER - REBEZNEHM
A AEREERERNE2EEBTEN
15 128.25% M X HH - MBE2AEE T
F 8 Bl 12 16.5% R R R B A& %A
SHMANERNEEER 2a NS EER
16.5% < & — B R B - FIS M AR B 15 E
ARE T N\FHA B2 &REFHE
AFHEFE -

BRERERARAR/ —E—N\EER 19




MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Accordingly, starting from the current year, the Hong Kong
Profits Tax for the qualifying group entity is calculated
at 8.25% on the first HK$2 million of the estimated
assessable profits and at 16.5% on the estimated
assessable profits above HK$2 million.

Under the Law of the People’s Republic of China on
Enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the tax rate of the PRC
companies is 25% for both years ended 31 December
2017 and 2018, unless there is any preferential tax
treatment applicable.

Dongguan Best Pacific Textile Company Limited
(“Dongguan BPT”), a subsidiary of the Company, has
obtained the qualification as a high and new technology
enterprise since 2010, which has been renewed for an
additional three years from the financial year ended 31
December 2016. Hence, Dongguan BPT is subject to
the preferential tax treatment and the applicable tax rate
for both years ended 31 December 2017 and 2018 has
been 15%. During the year ended 31 December 2016,
Dongguan New Horizon Elastic Fabric Company Limited
(“Dongguan NHE”), a subsidiary of the Company,
has also been qualified as a high and new technology
enterprise for three years from the financial year ended 31
December 2016. Dongguan NHE is therefore also subject
to the preferential tax treatment and the applicable tax rate
for both years ended 31 December 2017 and 2018 has
been 15%.
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MANAGEMENT DISCUSSION AND ANALYSIS

Pursuant to the relevant Vietnam Enterprises Income
Tax rules and regulations, the applicable tax rate for the
subsidiary operating in Vietnam is 20%. The subsidiary
in Vietnam is eligible for tax holiday for two financial
years since the first financial year of taxable profit and
tax concession at a tax rate of 10% for the following four
financial years. With the additional incentive in place during
the year ended 31 December 2018 and by fulfilling certain
stated requirement, the subsidiary in Vietnam is eligible for
tax holiday for four financial years since the first financial
year of taxable profit, tax concession at a tax rate of 5%
for the following nine financial years and tax concession at
a tax rate of 10% for the next following two financial years.
No provision for Vietnam Enterprises Income Tax has
been made as the subsidiary in Vietnam has incurred tax
loss for the year ended 31 December 2017 whereas the
assessable profit for the year ended 31 December 2018
has been fully absorbed by brought forward tax losses and
the relevant tax holiday has commenced in the year ended
31 December 2018.

Pursuant to the Inland Revenue Act, No. 24 of 2017 in
Sri Lanka, the applicable tax rate for the subsidiaries
operating in Sri Lanka is 28%. By fulfiling certain export
requirements set by the Board of Investment of Sri Lanka,
the subsidiaries of the Group in Sri Lanka have enjoyed
a preferential tax rate of 14% for the year ended 31
December 2018. In addition, one of these subsidiaries
is currently eligible for tax holiday till the year ending 31
December 2024.

Taxation arising in any other jurisdiction is calculated at the
rate prevailing in the relevant jurisdiction.

The effective tax rate was approximately 15.3% (for the
year ended 31 December 2017: 15.6%) for the year ended
31 December 2018.

Liquidity, financial resources and bank borrowings

As at 31 December 2018, net working capital
(calculated as current assets less current liabilities) was
approximately HK$520.1 million, representing a decrease
of approximately HK$224.2 million as compared with 31
December 2017. The current ratio (calculated as current
assets/current liabilities) is at 1.3 times as at 31 December
2018 as compared to 1.8 times as at 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

For the year ended 31 December 2018, net cash
generated from operating activities increased from
approximately HK$234.8 million for the year ended 31
December 2017 to approximately HK$563.0 million for the
year ended 31 December 2018, which was mainly due to
better management of bills payables.

Net cash used in investing activities amounted to
approximately HK$654.9 million for the year ended
31 December 2018, as compared to net cash used
in investing activities amounting to approximately
HK$1,009.9 million for the year ended 31 December 2017.
The decrease in net cash used in investing activities was
mainly due to less investments being spent on purchase
of property, plant and equipment for the year ended 31
December 2018.

During the year ended 31 December 2018, net cash from
financing activities amounted to approximately HK$372.6
million, as compared to net cash from financing activities
of approximately HK$516.0 million for the year ended 31
December 2017. The decrease in net cash from financing
activities for the year ended 31 December 2018 was
mainly due to less bank borrowings raised during the year
under review.

As at 31 December 2018, the Group’s gearing ratio was
73.5% (as at 31 December 2017: 53.9%), which was
calculated on the basis of the amount of total bank and
other borrowings and bank overdrafts as a percentage
of total equity. As at 31 December 2018, the Group’s
net gearing ratio was 51.0% (as at 31 December 2017:
43.3%), which was calculated on the basis of the amount
of net debt position (sum of bank deposits and bank
balances and cash, less total bank and other borrowings
and bank overdrafts) as a percentage of total equity.
Details of bank borrowings are set out in Note 28 to the
consolidated financial statements. The Group was in a net
debt position of approximately HK$1,252.2 milion as at
31 December 2018, as compared to a net debt position of
approximately HK$997.2 million as at 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Working capital management

B AR AT

BEESEHE

For the year ended 31 December

BEt-A=1+—HLEE

2018 2017 Change
—E-N\F “T—+F L)
(days) (%)
(R&) (BHt)

Trade and bills receivables E oA R

turnover days JEWE B R E 78.3 79.0 0.7) ©.9)
Trade and bills payables B o EMNFIAR

turnover days e iR E R & 80.8 81.5 0.7) ©.9)
Inventory turnover days FEBEKE 117.6 108.2 9.4 8.7

The trade and bills receivables turnover days remained
relatively stable for the year ended 31 December 2017 and
the year ended 31 December 2018.

The trade and bills payables turnover days remained
relatively stable for the year ended 31 December 2017 and
the year ended 31 December 2018.

The increase in inventory turnover days from 108.2 days for
the year ended 31 December 2017 to 117.6 days for the year
ended 31 December 2018 was primarily attributable to the
fact that more raw materials being purchased by the Group to
cope with the rising raw material prices as well as the shorter
production lead time as demanded by customers, hence
more work-in-progress inventories were prepared.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Capital expenditure

For the year ended 31 December 2018, total addition to
property, plant and equipment amounted to approximately
HK$648.5 million (for the year ended 31 December
2017: approximately HK$992.7 million), which was
mainly attributed to the investment in machinery of
approximately HK$264.4 million (for the year ended 31
December 2017: approximately HK$653.8 million) as
well as the construction in progress of approximately
HK$346.9 million (for the year ended 31 December 2017:
approximately HK$297.2 million) to cope with the Group’s
overall business expansion. The decrease in investment in
machinery was mainly due to the Group’s overall control
on production capacities.

Pledge of assets

As at 31 December 2018, the Group pledged certain bank
deposits to secure the bills payables issued by the Group.
As at 31 December 2017, in addition to the pledged bank
deposits, the Group pledged certain equipment to secure
the obligations under finance leases granted to the Group.
These obligations under finance leases were fully settled in
the year ended 31 December 2018.

The carrying amounts of the assets pledged are as
follows:

BEXRAX

HE_ZT—N\F+-A=+—HLEFE ¥
¥ HBEARENAERERLC48588
BT (BZ2_ZE—+F+=-A=+—HLHF
[ #992.7EEB L)  TEMRILEKES
NEZIREDAI264.458BTT (BE-Z
—+tF+_A=F+—HILFE : 4653.8H
BATT) k3469888 T (HE-2—+t
F+_A=Z+—BHILFE : H2972H8E
JC)  MEEARSEREEBERMAN - X
B ERLPEERANAEBHERLM
EEIEHIFTEL ©

BEERH

RZE-NF+_A=+—0 A&£EZHK
HETRITTREALNEBAMALENER
MIEF - R—_FE—+F+-_A=+—8" &%
EEBIRITERI  NREBEEBETERE
EAREBRMEREAENIKIR - ZE/E
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As at 31 December

KR+=-—B=+—H
2018 2017
—E-N\F —E—+F
(HK$’000) (HK$'000)
(F#&T) (F&mT)
Pledged bank deposits EEIRIRITER 82,220 54,623
Equipment B - 34,019
Total st 82,220 88,642
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent liabilities

As at 31 December 2018, 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

A substantial portion of the Group’s revenue is denominated
in US$ and HK$ and a portion of its purchases and
expenses are denominated in Renminbi and Vietnam
Dong. The Group manages its foreign exchange risk by
performing regular reviews and monitoring its foreign
exchange exposure. Our finance department monitors our
foreign exchange risk on a continuous basis by analysing
our domestic and overseas sales orders on hand, expected
domestic and overseas orders from customers and
estimated foreign currency payments for our purchases
and expenses. We intend to manage our foreign exchange
risk by () managing our sales, purchases and expenses
denominated in HK$ and RMB through our subsidiaries in
Hong Kong and the PRC, respectively, managing our sales,
purchases, and expenses denominated in US$ through our
subsidiaries in Hong Kong and Vietnam, and managing our
purchases and expenses denominated in Vietnam Dong
through our subsidiary in Vietnam; and (i) holding cash
and bank deposits denominated in HK$ primarily by the
Company and its subsidiaries in Hong Kong, holding cash
and bank deposits denominated in US$ primarily by the
Company and its subsidiaries in Hong Kong and Vietnam,
and holding cash and bank deposits denominated in RMB
and Vietnam Dong primarily by our subsidiaries in the PRC
and Vietnam, respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Employees and remuneration policies

As at 31 December 2018, the Group employed a total
of 6,967 full-time employees (as at 31 December 2017:
6,409). The increase in the number of employees was
mainly due to the acquisition of Trischel in Sri Lanka during
the year under review.

The remuneration committee of the Company (the
“Remuneration Committee”) was set up for reviewing
the Group’s remuneration policy and structure for all
remuneration of the Directors and employees of the Group,
having regard to factors including but not limited to salaries
paid by comparable companies, time commitment and
responsibilities of the Directors/employees, employment
conditions elsewhere in the Group, and whether the
remuneration is commensurate with performance.

There was no significant change in the Group’s
remuneration policy during the year 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 that include
subsidised accommodation, meals, accident and medical
insurance and share options granted to eligible employees
under the 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.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Board has resolved to declare a final dividend of
HK6.7 cents per ordinary share in respect of the year
ended 31 December 2018 (the “Final Dividend”) (for the
year ended 31 December 2017: HK5.9 cents). The Final
Dividend is expected to be paid on or about 12 June 2019
to shareholders whose names appear on the register of
members of the Company on 30 May 2019, subject to the
approval by the shareholders at the forthcoming annual
general meeting of the Company on 21 May 2019 (the
“AGM”).

The Board has resolved not to declare any interim dividend
for the six months ended 30 June 2018 (for the six months
ended 30 June 2017: nil).

FUTURE STRATEGIES AND PROSPECTS

The future of the global economy is still shadowed by
uncertainties stemming from the U.S. initiated trade war
and the Brexit, with the balance of risks to the short-term
global growth forecast now shifting to the downside. It is
expected that the negative influence from the prevailing
trade dispute as well as the no-deal Brexit may remain
for most of the time in 2019. The potential for upside
surprises has now receded, given the rise in trade costs
and recent waning growth momentum in certain advanced
economies.

Despite the uncertain trade environment, we believe that
our relatively aggressive expansion plan will reinforce Best
Pacific’s position as the world’s leading textile player.
Our competitive advantages such as our established
long-term relationship with brand owners and extensive
manufacturing network, including China, Vietnam and Sri
Lanka, provide a solid foundation for the Group to cope
with the existing trade frictions among the superpowers as
well as to maintain sustainable growth in future.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE N MO

Best Pacific, being one of the pioneers to establish
production facilities in Vietnam, is optimistic about
Vietnam’s economic development, in which the country
has become the second largest provider of textile and
garments for the U.S. market. The ramp up of our
Vietnam facilities is according to the management’s
expectation and we expect contribution from the Group’s
Vietnam operation to further increase upon completion
of the second phase expansion, which is expected to
commence official operation by mid-2019. As at 31
December 2018, the overall annual designed production
capacities of elastic fabric, elastic webbing and lace of the
Group were approximately 167.4 milion meters, 1,785.2
million meters and 29.8 million meters, respectively. In the
long run, our Vietnam facilities are expected to account
for approximately 20% and 10% of the overall fabric and
webbing production capacities of the Group, respectively.

In terms of operations in Sri Lanka, while we will continue
to improve the manufacturing efficiencies at one of our
two JVs, Trischel, we will also continue the construction
of the facilities for the other JV which is expected to be
completed by mid-2019. Once the facilities of both JVs
are fully ramped up, they are expected to contribute for
approximately 20% and 10% of the Group’s overall fabric
and webbing production capacities, respectively. With
the upsurge of the sportswear and apparel segments
and the potential for further penetration into the lingerie
market, the establishment of our JVs in Sri Lanka will help
Best Pacific further penetrate the massive lingerie and
sportswear and apparel markets. The partners of the JVs
are both the world’s largest and most recognised apparel
and textile manufacturers. The management believes
that the strategic partnerships with the JV partners will
allow the Group to leverage on their well-established
presence, experience and market share in Sri Lanka
and in the apparel industry, which will facilitate the future
development of Best Pacific.
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MANAGEMENT DISCUSSION AND ANALYSIS

In terms of the global financial situation, the complication
in the U.S. economy makes the U.S. Federal Reserve to
take a more conservative view in setting the federal funds
rate as well as taking a more patient approach regarding
the balance sheet normalisation program. Despite our
continuous expansion and the corresponding reliance
on debt financing, the Group will continue to monitor its
debt position and expect the overall borrowing costs to
maintain at similar level in 2019. Our management wiill
continue to closely monitor the interest rate exposure and
will consider hedging strategies should the need arise.

Indubitably, the market demand for comfortable and
innovative apparel is always on the rise and the athleisure
trend has grown in popularity around the world. We are
dedicated to devoting more resources to our research
and development so as to improve our product quality
and enhance our product varieties to meet customers’
demands. Our sales revenue of sportswear and apparel
fabric materials segment increased to approximately
HK$939.9 million for the year ended 31 December 2018,
representing a year-on-year growth of approximately
18.0%. The growing health consciousness is expected
to continue and we believe revenue from sportswear and
apparel products to remain as one of our growth drivers in
the near future.

Despite various difficulties and challenges arising from
fluctuations in the currency market, the increasing
pressure on operating costs and materials costs, as well
as the instable trading environment due to the U.S.-PRC
trade war, the Group has been able to manage these
adversities by streamlining internal workflows, reducing
redundancies and introducing automation to the possible
extent throughout the manufacturing process. We are also
prepared to deploy resources to our strategic expansion
plan for the future development of the Group. Under our
vision “Build on Innovation and Technology”, the Group
will grasp appropriate opportunities arising from the global
apparel market, especially in the sportswear and apparel
sector, so as to deliver a promising return to its investors
in the long run.
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REPORT OF THE DIRECTORS
EEQHE

The Directors are pleased to present their report together
with the audited consolidated financial statements of the
Group for the year ended 31 December 2018.

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
2018 are set out in Note 43 to the consolidated financial
statements.

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

There is no change in the principal activities of the Group
during the year ended 31 December 2018.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December
2018 are set out in the Consolidated Statement of Profit or
Loss and Other Comprehensive Income on page 104.

The Board recommends the payment of the Final Dividend
of HKB.7 cents per ordinary share for the year ended 31
December 2018. Subject to approval by shareholders
of the Company at the forthcoming AGM, the Final
Dividend will be distributed on or about 12 June 2019
to shareholders whose names appear on the register of
members of the Company on 30 May 2019.

The Board has resolved not to declare any interim dividend
for the six months ended 30 June 2018 (for the six months
ended 30 June 2017: nil).

EEMAREERSERAEERE_T—
NE+ZA=+—BLEFENKEELGAM
K

FEEH
AEETERERENEEEEZAYEA
BHEERES  AEBR_Z—N\F+=
A=+ HMETENBARFBIRGASEH
BRI E43 -

AEENEXREMEEDBREINEAY
BRI 6 M AR F R E IR E I im Mo

BE-T—/\F+-A=+—HLFELE
BT BB WD) -

EERRE

AEEBE—_T— \Ft-_A=1+—HLHF
EHXEHENFI4ENGEERE NEME
m R

EFgREaRNEE_T-\F+-A=
T-HALEFENREERE SR EBRG7E
il e EARRIRRNEEBRBESF NS L
MR - RZFE—NFRA T+ H&ATERRE
RIE-NFRAA=THRIEARRRRS
M EYRCR 2 R R HARR R

EXRCARIREBZ T -N\FRA=T
BiEREAEREMFHES (B2 -F—
TFERA=THIEARER : &) -

30 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018




CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from 16 May 2019 to 21 May 2019, both days inclusive,
during which period no transfer of shares of the Company
will be effected. In order to determine the identity of
shareholders who are entitled to attend and vote at the
AGM, all share transfer documents accompanied by the
relevant share certificates must be lodged not later than
4:30 p.m. on 15 May 2019 with the Company’s Hong
Kong branch share registrar, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong.

Subject to the approval of shareholders at the forthcoming
AGM, the proposed Final Dividend will be payable to
shareholders whose names appear on the register of
members of the Company on 30 May 2019 and the register
of members of the Company will be closed from 28 May
2019 to 30 May 2019, 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 27
May 2019 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 AND FUTURE
DEVELOPMENT

A review of the business of the Group during the year, a
discussion on the Group’s future business development as
well as the Group’s relationships with its key stakeholders
are set out in the Chairman’s Statement as well as the
Management Discussion and Analysis on pages 4 to 7
and pages 8 to 29 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 271 of this annual
report. The Group has no significant events after the end
of the financial year ended 31 December 2018 and up to
the date of this annual report.
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REPORT OF THE DIRECTORS
EEQHE

ACQUISITION OF 51% OF THE ENTIRE
ISSUED SHARE CAPITAL OF TRISCHEL
FABRIC (PRIVATE) LIMITED

On 4 December 2017, (i) Best Pacific International Sri
Lanka (Thulhiriya) Limited (“BPSL (Thulhiriya)”), an
indirect wholly-owned subsidiary of the Company, (i) MAS
Capital (Private) Limited (“MAS Capital”), a direct wholly-
owned subsidiary of MAS Holdings (Pvt) Ltd (‘MAS”), and
(iiiy Trischel Fabric (Private) Limited (“Trischel”) entered into
a joint venture agreement (the “MAS JV Agreement’) in
relation to the acquisition of 51% of the total issued share
capital of Trischel by BPSL (Thulhiriya) from MAS Capital
(the “Acquisition”), and regulating the ownership, funding
and management of Trischel on the terms and conditions
as set out in the MAS JV Agreement.

The completion of the Acquisition took place on 1 August
2018 and the final consideration for the Acquisition was
US$4,056,000, representing 51% of the net asset value
of Trischel as at the completion date. After completion,
Trischel became a non-wholly owned subsidiary of the
Company and has been owned as to 51% and 49% by
BPSL (Thulhiriya) and MAS Capital respectively. Trischel will
continue its existing businesses including, among others,
the manufacture of warp and weft knitted fabric, and the
importation of yarn and greige fabric and complementary
accessories for dyeing and finishing for export. Details of
the above transaction were disclosed in the Company’s
announcements dated 4 December 2017 and 1 August
2018 respectively.
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PRINCIPAL RISKS AND UNCERTAINTIES

A description of possible risks and uncertainties that
the Group may be facing are set out in the Chairman’s
Statement on pages 4 to 7 of this annual report. The
financial risk management objectives and policies of the
Group are set out in Note 41 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. With
the 1SO14001:2004 certification issued by SGS United
Kingdom Ltd., we are regarded to have exercised quality
environmental and energy management throughout the
manufacturing process. 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.
As the operating scale of the Group has expanded, the
use of resources, the levels of gas emissions and waste
disposal increased proportionally but all were under control
during the year under review. We will continue to closely
monitor the resources consumed and the levels of gas
emissions and waste disposal and will take appropriate
measures with a view to minimising the impact of the
Group’s operations to the environment.

Further details on the Group’s environmental policies and
performance (including the relevant key performance
indicators) will be disclosed in the Group’s Environmental,
Social and Governance Report 2018 to be separately
published by the Company in due course.
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COMPLIANCE WITH LAWS AND
REGULATIONS

The Company was incorporated in Cayman Islands whose
shares are listed on the Stock Exchange. The Group’s
operations are mainly carried out by the Company’s
subsidiaries in the PRC, Hong Kong, Sri Lanka and
Vietnam. The Group has compliance procedures in place
to ensure adherence to applicable laws and regulations
which have a significant impact on the Group. For the year
ended 31 December 2018, to the best knowledge and
belief of the Board, the Group has complied in material
respects with the relevant laws and regulations in the
Cayman Islands, the PRC, Hong Kong, Sri Lanka and
Vietnam.

SUBSIDIARIES

Particulars of the Group’s subsidiaries are set out in Note
43 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
2018 are set out in Note 32 to the consolidated financial
statements.

RESERVES

Details of the movements in the reserves of the Group
during the year ended 31 December 2018 are set out in
the “Consolidated Statement of Changes in Equity” on
pages 107 and 108.

DISTRIBUTABLE RESERVES

As at 31 December 2018, the distributable reserves of the
Company amounted to approximately HK$618.1 million, of
which approximately HK$69.7 million has been proposed
as the Final Dividend for the year ended 31 December
2018.
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PRE-EMPTIVE RIGHTS

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

DONATIONS

Charitable and other donations made by the Group
during the year ended 31 December 2018 amounted to
approximately HK$426,000.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2018, 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 15.6%). Purchases from the Group’s
five largest suppliers accounted for approximately 33.0%
of the Group’s total purchases for the year (of which
purchases attributable to the largest supplier accounted
for approximately 9.8%).

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

BORROWINGS

Details of bank and other borrowings and bank overdrafts
of the Group as at 31 December 2018 are set out in Note
28 to the consolidated financial statements.

FIXED ASSETS

Details of the movements in property, plant and equipment
of the Group are set out in Note 16 to the consolidated
financial statements.
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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 2018.

DIRECTORS

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

Executive Directors

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

Independent non-executive Directors

Mr. Cheung Yat Ming
Mr. Ding Baoshan
Mr. Sai Chun Yu

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

PROFILES OF DIRECTORS

Profiles of the Directors are set out on pages 71 to 78 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors (except for Ms. Zheng
Tingting (“Ms. Zheng”)) had entered into a service
agreement with the Company for an extended term of
three years commencing from 23 May 2017. Ms. Zheng
had entered into a service agreement with the Company
for an extended term of three years commencing from 23
November 2018. 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 extended term of three years with
effect from 23 May 2017.

All Directors are subject to retirement by rotation in
accordance with the Articles and Appendix 14 to the
Rules (the “Listing Rules”) Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). 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).
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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 2018 are set out in Note 10 to the
consolidated financial statements.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the sections headed
“CONNECTED TRANSACTIONS” below and “RELATED
PARTY TRANSACTIONS” in Note 42 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 2018.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2018, 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 2018. 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.
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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 2018.

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

As at 31 December 2018, the interests and short positions
of the Directors and chief executive of the Company in
the shares, underlying shares and/or debentures (as the
case may be) of the Company or any of its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)) which were
required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they
were taken or deemed to have under such provisions
of the SFO) or which were required to be entered into
the register required to be kept by the Company under
Section 352 of the SFO or which were otherwise required
to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in
Appendix 10 to the Listing Rules, were set out below:
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()] The Company () ZA&2%F
Number of Approximate
shares/ percentage of
Long/short underlying shareholding
Name of Director  position Capacity shares  Notes (%)
FREA
\ Kt /8 BAH
EEpE i/ KA 514 ROEE M (%)
Mr. Lu Yuguang Long position Beneficial owner 3,000,000 1
EEXEE 59) BaBAA
Long position Interest held by his
controlled corporation 637,500,000 2
e HEXEAERANER
640,500,000 61.60
Mr. Zhang Haitao Long position Interest held by his spouse 2,794,000 3
REBEEE 39e) HEBRHA0ER
Long position Interest held by his
controlled corporation 75,000,000 4
e HEXEAERANER
77,794,000 7.48
Ms. Zheng Tingting ~ Long position Beneficial owner 2,794,000 )
Lljeyty av=) BaBAA
Long position Interest held by her spouse 75,000,000 6
39e) HEBRHanEs
77,794,000 7.48
Mr. Wu Shaolun Long position Beneficial owner 3,000,000 7
RmESE 59=) Ein/ ZEUN
Long position Interest held by his
controlled corporation 37,500,000 8
39=) HEX B ANER
40,500,000 3.89
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Notes:

These 3,000,000 ordinary shares were issued by the
Company to Mr. Lu upon exercise of his share options
granted by the Company on 19 May 2014 pursuant to the
pre-IPO share option scheme (the “Pre-IPO Share Option
Scheme”) of the Company, details of which are set out in the
section headed “SHARE OPTION SCHEMES” in this report.
1,500,000 share options and 1,500,000 share options were
exercised during the years ended 31 December 2016 and
2018 respectively.

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

These shares represented 2,794,000 ordinary shares held
by Ms. Zheng, an executive Director and the spouse of Mr.
Zhang Haitao (“Mr. Zhang”). Under the SFO, Mr. Zhang was
deemed to be interested in such shares held by Ms. Zheng.

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

These 2,794,000 ordinary shares were held by Ms. Zheng
upon exercise of her share options granted under the Pre-
IPO Share Option Scheme, among which 1,000,000 share
options and 1,000,000 share options were exercised during
the years ended 31 December 2016 and 2018 respectively,
and acquisitions of 794,000 shares from the market during
the year ended 31 December 2016.

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

These 3,000,000 ordinary shares were issued by the
Company to Mr. Wu Shaolun (“Mr. Wu”) upon exercise of
his share options granted under the Pre-IPO Share Option
Scheme. 600,000 share options, 900,000 share options and
1,500,000 share options were exercised during the years
ended 31 December 2015, 2016 and 2017 respectively.

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

Grandview Capital Investment Limited

m HEZE(ERRIFZRHMEMRDL)

Grandview Capital Investment Limited

Approximate
percentage of

Long/short Number of shareholding

Name of Director position Capacity shares (%)

FERBEA

Aot

BEEnE W RE ) BREB (%)

Mr. Lu Yuguang Long position Beneficial owner 10,001 100
ERNfEE e ERFEAA

Save as disclosed above, as at 31 December 2018, 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.
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DISCLOSURE OF INTERESTS -
SUBSTANTIAL SHAREHOLDERS’

INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF

THE COMPANY

As at 31 December 2018, 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:
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shares/ percentage of
Name of substantial Long/short underlying shareholding
shareholder position Capacity shares Notes (%)
BFREQ
B 1n, HEEE Bk
TERRHE BB 1373 14 RO#E M= (%)
Grandview Capital Long position Beneficial owner 637,500,000 1 61.31
Investment Limited e EnEBA
Sunbirilliant Capital Long position Beneficial owner 75,000,000 2 7.21
Investment Limited e EnEBA
FMR LLC Long position Interest held by its 103,968,361 &} 9.99
5= controlled
corporations
HEPEBRB
-
FIDELITY INVESTMENT  Long position Beneficial owner 60,376,000 4 5.80
TRUST ey =) BERFEAA
Pandanus Associates Inc. Long position Interest held by its 60,312,800 &) 5.80
5= controlled
corporations
HEPRERE
i dad

BEEARERERAR /) —T— \EER 43




REPORT OF THE DIRECTORS

= o e L=

= % @

Notes: B 5T -

1. Grandview was wholly owned by Mr. Lu, an executive 1. GrandviewHA RN AR fTE SR EFEE L E
Director and the Chairman of the Company and Mr. Lu was 2ERAE RBRBEFREEGRL - EX4E
deemed to be interested in the 637,500,000 ordinary shares %ﬁ%ﬁﬁE/\GrandweWﬁﬁﬁ$’A 7]637,500,000
of the Company held by Grandview pursuant to the SFO. PrE@mlR PSR - BALERRDER
Mr. Lu’s interests in shares are disclosed in this annual report DRAFR B HE - EFERETRTHA
in the section headed “DISCLOSURE OF INTERESTS - BRI - HEARG &, S EH S RK
DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND 2l —aHE -

SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND/OR DEBENTURES”.

2. Sunbriliant was wholly owned by Mr. Zhang, an executive 2. Sunbrilliantd 78 22 R #4117 & = R 1T A H,
Director and the Chief Executive Officer of the Company and RAEE2EHRE EREFEHFLBER
Mr. Zhang was deemed to be interested in the 75,000,000 5 - 5% S5 A AR B R Sunbrilliant Fr 15 A8 2 7
ordinary shares of the Company held by Sunbrilliant pursuant 75,000,000 BB P HEE H S - ATE
to the SFO. Ms. Zheng, an executive Director, is the spouse B8 4+ 455 5 £ RS - MREE S
of Mr. Zhang and was accordingly deemed to be interested B ROIRAR BN IR SRR B A i
in the 75,000,000 ordinary shares which Mr. Zhang was 75,000,000 BB R A S ° RALER
deemed to be interested in for the purposes of the SFO. Eﬁﬁi%ﬁﬁé\ﬂﬁ{ﬁﬁﬁ&ﬁﬂ\ ANRF IR [HE
Mr. Zhang’s and Ms. Zheng's interests in shares are disclosed WE - EENTETHRABSRKG - HERK
in this annual report in the section headed “DISCLOSURE Dk, KkEFOES KR —HHEE -

OF INTERESTS - DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND/OR DEBENTURES”.

3. FMR LLC was deemed to be interested in the 103,968,361 3. RIEFMR LLORW =2 — \F+ = A+ A%
ordinary shares of the Company through its 100% controlled BEREHREINERTEEBR  FMR LLC
corporations and 483A Bay Street Holdings LP, which 818 H100%% ¥ 7% B K& 483A Bay Street
was owned or controlled as to 49% by Fidelity Canada Holdings LP ( FAFidelity Canada Investors
Investors LLC, which was owned by certain employees LLCHE A KL H49% A1) M KR SRR R
and shareholders of FMR LLC, according to the Disclosure 7]103,968,361R LM P AR - M
of Interests notification filed by FMR LLC in relation to the Fidelity Canada Investors LLCHFMR LLCZ
relevant event on 17 December 2018. ETEERBREHEES -

4, FIDELITY INVESTMENT TRUST held the 60,376,000 ordinary 4. FIDELITY INVESTMENT TRUSTEE#HAXR
shares of the Company directly. A F160,376,0000% &A% o

5. Pandanus Associates Inc. is a general partner of Pandanus 5 IR #EPandanus Associates Inc.?d —ZF—/\
Partners L.P., which owned or controlled 37.51% of the FTAT AR EBASHRINERERR
voting rights in FIL Limited, which then owned or controlled %1 » Pandanus Associates Inc. F%Parldanus
51% of the voting rights in 483A Bay Street Holdings LP, Partners LP.Z E B A B A HEA XK
according to the Disclosure of Interests notification filed by 1= I RAFIL I:imithE’\]37.51% SRR M
Pandanus Associates Inc. in relation to the relevant event on FIL Limited¥E & ok 12 | 70 483A Bay Street
12 October 2018. By virtue of Part XV of the SFO, each of Holdings LPHI51 %% E# - RIEFEHF LKHE
Pandanus Associates Inc. and Pandanus Partners L.P. was 1&BIZEXVES - Pandanus Associates Inc. &
deemed to be interested in the 60,312,800 ordinary shares of Pandanus Partners L.P.¥3@8FIL Limited -
the Company via FIL Limited, 483A Bay Street Holdings LP 483A Bay Street Holdings LP&E100% %
and its 100% controlled corporations. 12254 B AR A AR A 7]60,312,800% i

fR 7B s o

Save as disclosed above, as at 31 December 2018, HLYFW& RENN  RZE—NFE+=ZA=

the Directors were not aware of any other persons/ +—8 - %%HMTE%,\ \T:t_ﬂ @}\i/ﬁﬁ%

entities (other than the Directors and chief executive of (BEENARAEZETHAERIN) RAR T

the Company) who had interests or short positions in i% sk B BAR (0 Fh HE B AR 15 35 = R B E (&)

the shares or underlying shares of the Company which EXVEFEE2 K 39 2R G A [ AN A B M Bk 28 B

would fall to be disclosed to the Company and the Stock BEMNERSOXE - HIREE %&Hﬁ B &5

Exchange under the provisions of Divisions 2 and 3 of FIOFRBLARRRAFES LA #EE

Part XV of the SFO or which were recorded in the register FORE ©

required to be kept by the Company under Section 336 of
the SFO.
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SHARE OPTION SCHEMES

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

(a) Pre-IPO Share Option Scheme

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

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

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

(b) The maximum number of shares of the
Company which may be issued upon
exercise of all options granted under the Pre-
IPO Share Option Scheme is 30,000,000
shares, representing approximately 2.89%
of the issued share capital of the Company
as at the date of this annual report (i.e.
1,039,7283,000 shares).

(©) 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.
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(d) Subject to any restrictions applicable under
the Listing Rules, and notwithstanding the
terms of grant thereof, all options granted
under the Pre-IPO Share Option Scheme are
subject to the following vesting period:

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

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

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

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

® No further options will be offered or granted
under the Pre-IPO Share Option Scheme on
or after the listing date of the Company on
23 May 2014 (the “Listing Date”).

On 19 May 2014, the Company has conditionally
granted options to subscribe for a total of
26,470,000 shares of the Company to certain
directors and employees of the Group under the
Pre-IPO Share Option Scheme.
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Details of movements of the share options granted
under the Pre-IPO Share Option Scheme for the ERAUN
year ended 31 December 2018 are as follows:
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Number of shares issuable under the share options

REBRENTURTHROHE
Lapsed/ As at
Exercise As at Granted  Exercised  cancelled 31
price per 1January duringthe  duringthe duringthe December
Grantee Date of grant share Exercise period 2018 year year year 2018
i
1 En ZB-N\F
B —E2-N\E R R BAR/ t=A
ERA RiiAH B E8 -A-H BEE BT ## =t-A
Directors
Bz
Mr. Lu Yuguang 19 May 2014 1075 19/05/2015- 1,500,000 - (1,500,000) = =
19/05/2019
(Note 1) (Note 2)
EEXtE —TmE (FitzE1) (Fitzt2)
BATHA
Ms. Zheng Tingting 19 May 2014 1076 19/05/2015- 1,000,000 - (1,000,000) = =
19/05/2019
(Note 1) (Note 3)
gEpat —T-|mF (FitzH1) (Fit3x3)
BATHA
Employees of
the Group
FEERES
in aggregate 19 May 2014 1075 19/06/2015- 800,000 = (715,000) = 85,000
19/06/2019
(Note 1) (Note 4)
5t —E-MmE (Fitst1) (Fitzta)
LATIA
Grand Total: 3,300,000 - (3,215,000 = 85,000
gt
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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).
) The closing price of the Company’s shares

(b)

48

immediately before the date on which 1,500,000
share options were exercised was HK$1.96 per
share.

Q) The closing price of the Company’s shares
immediately before the date on which 1,000,000
share options were exercised was HK$1.84 per
share.

(4) The weighted average closing price of the Company’s
shares immediately before the dates on which these
share options were exercised was approximately
HK$2.58 per share.

Share Option Scheme (b)

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

Purpose

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

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

Total number of shares available for issue

under the Share Option Scheme

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

The Company may, from time to time,
refresh the Scheme Mandate Limit by
obtaining the approval of the shareholders
in general meeting, provided that the total
number of shares which may be issued
upon exercise of all options to be granted
under the Share Option Scheme and any
other share option schemes of the Company
under the limit as refreshed must not exceed
10% of the shares of the Company in issue
as at the date of the shareholders’ approval
of the refreshed limit.
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The Company may also seek separate
approval of the shareholders in general
meeting for granting options beyond the
Scheme Mandate Limit or the refreshed limit,
provided that the options in excess of such
limit are granted only to eligible participants
specifically identified by the Company before
such approval is sought.

b)  30% limit

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

Maximum entitlement of each participant

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

Performance target

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

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

Exercise price

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

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

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

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

Amount payable upon acceptance of option

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

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

The total number of shares available for issue
upon exercise of all share options which are not
yet granted under the Share Option Scheme is
73,530,000 shares, representing approximately
7.07% of the issued share capital of the
Company as at the date of this annual report (i.e.
1,039,7283,000 shares).
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CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in
Note 42 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 Group
have been entered into and/or are ongoing for which
relevant disclosure had been made by the Company in
the prospectus of the Company dated 13 May 2014 (the
“Prospectus”) or disclosed by way of announcement
in compliance with the disclosure requirements under
Chapter 14A of the Listing Rules.

CONTINUING CONNECTED
TRANSACTIONS

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

As disclosed in the Prospectus, on 1 January 2014,
the Humen branch of Dongguan NHE, an indirect
wholly-owned subsidiary of the Company, as lessee
and Mr. Lu, as lessor, the Chairman and controlling
shareholder of the Company, entered into a lease
contract in relation to the lease of certain buildings
with a gross floor area of approximately 5,835 square
meters in Humen Town, Dongguan City, Guangdong
Province, China, for the use as a production plant
and dormitories for the staff of the Group for a term
of three years from 1 January 2014 to 31 December
2016.
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To ensure the continuous use of those buildings, on
31 March 2017, Dongguan NHE and Mr. Lu entered
into a lease contract (the “Renewed Humen Lease
Contract”) for renewal of the above lease contract
for a term of three years commencing from 1 April
2017 to 31 March 2020. The terms under the
Renewed Humen Lease Contract are substantially
the same as those under the above lease contract,
save that the monthly rental payable under the
Renewed Humen Lease Contract for the financial
year ended 31 December 2018 was RMB87,525
and the maximum monthly rental payable for the
financial years ending 31 December 2019 and 2020
shall be RMB105,905 and RMB116,525 respectively.
The rental so charged by Mr. Lu is determined by
reference to the historical rents of those buildings,
the prevailing market rents for similar premises in the
same or nearby areas or similar locations in China,
the terms and conditions of the Renewed Humen
Lease Contract, the historical trend and the expected
increase in the rents in the PRC property market
and inflation. Further details of the Renewed Humen
Lease Contract were disclosed by the Company in
its announcement dated 31 March 2017.

During the year ended 31 December 2018,
rental paid to Mr. Lu by the Group amounted
to RMB1,050,300 (equivalent to approximately
HK$1,242,314).

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

As disclosed in the Prospectus, 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
Houijie Town, Dongguan City, Guangdong Province,
China, for the use as administrative offices, a
production plant and dormitories for the staff of
the Group for a term of three years from 1 January
2014 to 31 December 2016.

REPORT OF THE DIRECTORS

EEERE

ERRZEEFNFEFER RZZ
—+F=ZA=+—H8 ExHEHEE
EEV—HHEEAR ([LERTKRM
HESRE])  NEFTLHHBEEESR -
E-_ET—+FNA—HEBE-_ZT_-_F
FZAZT+—BLA=F KB
FPAEARTHKRRELAAES
B AERERAR - EREE=_F—
NE+-_A=1+—BIFRFERE
KB RMEESRENNARAA
R#g7,52570 r MRBE_ZE—NF
N _E-FEE+-A=+—HItHK
FERMMES ARSI ABARK
105,9057T & A R#116,5257T © B %
HEWBMEEI2EZSEEFHNESL
e - P EE— R S AR T R s 5B
Lt U EMMBETmSERAE &
BRIRPIHEESRMGEREIEHE - F
BEMWEMSHENELBE KB
BEUNMBEWIRETE - &K&E5] M
MEARMNE—FFHFBERARQF HE
A-E—+E=ZA=+—HHAEH
HFE o

REBZE_FE—N\F+_A=+—8L
FERN AEEREXESIANA
% A A K #1,050,3007T (18 & 7 49
1,242,314 7T) °

HEETHEAREHENEERE
RES

HANARERAEE  R_F—0OF
—A—HB  REBE (EREEA) &
Bt ((EREEA) HETBEER
EREMEHBRAEEMIELN7,370
FHANETEFITLMNEES
Rl BEBEARENTRHBRAE
LERENREIESE - M HEAONE
RE-Z—MNF-—A—HEZ-ZT—X
Ft-A=+—HIERH=F-

BEEARERERAR /) —T— \EER 53




REPORT OF THE DIRECTORS
EELRE

54

To ensure the continuous use of those buildings,
on 31 March 2017, Dongguan NHE and Mr. Lu
entered into another two lease contracts (the
“Renewed Houjie Lease Contracts”) for renewal
of the above lease contracts for a term of three
years commencing from 1 April 2017 to 31 March
2020. The respective terms under the Renewed
Houijie Lease Contracts are substantially the same
as those under the above two lease contracts,
save that the aggregated monthly rental under the
Renewed Houjie Lease Contracts for the financial
year ended 31 December 2018 was RMB260,550
and the maximum aggregated monthly rental
payable for the financial years ending 31 December
2019 and 2020 shall be RMB315,266 and
RMB346,879 respectively. The rental so charged by
Mr. Lu is determined by reference to the historical
rents of those buildings, the prevailing market
rents for similar premises in the same or nearby
areas or similar locations in China, the terms and
conditions of the Renewed Houjie Lease Contracts,
the historical trend and the expected increase in
the rents in the PRC property market and inflation.
Further details of the Renewed Houjie Lease
Contracts were disclosed by the Company in its
announcement dated 31 March 2017.

During the year ended 31 December 2018,
rental paid to Mr. Lu by the Group amounted
to RMB3,126,600 (equivalent to approximately
HK$3,698,198).
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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 (the “Machong Lease
Agreement”) in relation to the lease of a property
with a total leasing area of approximately 21,868
square meters in Machong Town, Dongguan City,
Guangdong Province, China for the Group’s daily
production and operational use at a monthly rental
of RMB328,020. The lease is for a term of three
years from 1 October 2015 to 30 September 2018,
and is terminable by mutual agreement. The rental
so charged by Dongguan Clothing is determined by
reference to (i) the prevailing market rent of similar
properties in the area; and (i) the conditions of the
property, including but not limited to the location of
the property as well as the facilities associated with
the property. Dongguan BPT shall be responsible
for all the charges for the utility services to be
used in respect of the property. The annual caps
for the transaction amounts under the Machong
Lease Agreement for the financial year ended 31
December 2018 (i.e. from 1 January 2018 to 30
September 2018) was HK$6,552,000. Further
details of the lease were disclosed in the Company’s
announcement dated 25 September 2015.

From 1 January 2018 to 30 September 2018,
rental and charges for the utility paid to Dongguan
Clothing by the Group under the Machong
Lease Agreement amounted to approximately
RMB4,051,598 (equivalent to approximately
HK$4,849,159).
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To ensure the continuous use of the property, on 28
September 2018, Dongguan BPT and Dongguan
Clothing entered into a lease agreement (the
“Renewed Machong Lease Agreement”) for
renewal of the above lease agreement for a term of
three years commencing from 1 October 2018 to
30 September 2021. The terms under the Renewed
Machong Lease Agreement are substantially the
same as those under the above lease agreement,
save that the monthly rental payable under the
Renewed Machong Lease Agreement for the first
year of the lease (i.e. from 1 October 2018 to 31
December 2018) shall be RMB393,624 and the
maximum annual rent for the second year and third
year of the lease shall not exceed RMB5,195,837
and RMB5,715,420 respectively. The rental so
charged by Dongguan Clothing is determined by
reference to (i) the historical rents of the property;
(i) the prevailing market rents of similar properties in
the same or nearby areas or similar locations in the
PRC; (i) the conditions of the property, including
but not limited to the location of the property as well
as the facilities associated with the property; and (iv)
the historical trend and the expected increase in the
rents in the PRC property market. Dongguan BPT
shall be responsible for all the charges for the utility
services to be used in respect of the property. The
annual caps for the transaction amounts payable
by Dongguan BPT under the Renewed Machong
Lease Agreement for the financial year ended 31
December 2018 was RMB3,356,000 and for the
financial years ending 31 December 2019, 2020
and 2021 shall be RMB7,400,000, RMB7,900,000
and RMB6,087,000 respectively. Further details
of the Renewed Machong Lease Agreement were
disclosed by the Company in its announcement
dated 28 September 2018.

From 1 October 2018 to 31 December 2018,
rental and charges for the utility services paid
to Dongguan Clothing by the Group under the
Renewed Machong Lease Agreement amounted
to approximately RMB1,629,612 (equivalent to
approximately HK$1,844,357).
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As at 25 September 2015, 28 September 2018 and
the date of this annual report, Dongguan Clothing
is owned as to 50% by Ms. Wu Wanxiong (the
spouse of Mr. Lu, the Chairman and an executive
Director of the Company, and the sister of Mr. Wu,
an executive Director of the Company), 30% by Ms.
Zheng (an executive Director of the Company and
the spouse of Mr. Zhang, an executive Director of
the Company), 10% by Mr. Wu Junijie (the son of Mr.
Wu) and 10% by Mr. Lu Canping (the nephew of Mr.
Lu). Accordingly, Dongguan Clothing is an associate
of Mr. Lu, Ms. Zheng, Mr. Zhang and Mr. Wu, and
therefore is a connected person of the Company
pursuant to Rule 14A.07 of the Listing Rules.

Sales of elastic fabric and elastic webbing to
Dongguan Clothing

On 3 May 2016, Dongguan BPT and Dongguan
NHE (as suppliers) entered into a sales agreement
(the “Sales Agreement”) with Dongguan Clothing
(as purchaser) in relation to the sales of elastic
fabric and elastic webbing for a term of three years
commencing from 4 May 2016 to 3 May 2019.
Pursuant to the Sales Agreement, the selling prices
for elastic fabric shall be within the range of RMB20
to RMB50 per meter (tax inclusive) and the selling
prices for elastic webbing shall be within the range
of RMBO0.55 to RMB1.00 per meter (tax inclusive).
The selling price ranges for the goods under the
Sales Agreement are determined after arm’s length
negotiations between the parties thereto and with
reference to (i) the historical and prevailing market
prices of the same and similar goods in the area,
(i) the historical and prevailing selling prices of
Dongguan BPT and Dongguan NHE for the goods,
and (iii) the credit worthiness and potential business
growth of Dongguan Clothing. The annual caps for
the transaction amounts under the Sales Agreement
for the financial year ended 31 December 2018 was
RMB15 million and for the financial years ending
31 December 2019 shall be RMB10 million. Further
details of the Sales Agreement were disclosed in
the Company’s announcement dated 3 May 2016.
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During the year ended 31 December 2018, sales
to Dongguan Clothing by Dongguan BPT and
Dongguan NHE under the Sales Agreement
amounted to approximately RMB13,810,735
(equivalent to approximately HK$16,373,826).

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

Sales of synthetic fabric and webbing to the
Brandix Group

On 6 November 2017, Best Pacific Textile Holdings
Limited (“BPTHL”), a wholly-owned subsidiary of
the Company, entered into a framework agreement
(the “Brandix Framework Agreement”) with
Brandix Lanka Limited (“Brandix”) for a term of
three years commencing from 6 November 2017.

Pursuant to the Brandix Framework Agreement,
BPTHL and its affiliates (collectively, the “BPTHL
Group”) (as seller) and Brandix and its affiliates
(collectively, the “Brandix Group”) (as purchaser)
will enter into transactions relating to the sale and
purchase of the synthetic fabric and webbing (or
any other products as may be agreed between the
parties) from time to time on normal commercial
terms and subject to and upon the terms and
conditions to be agreed between the relevant
members of the BPTHL Group and the Brandix
Group, setting out, among other things, the
products to be supplied, specifications, quantity,
price, delivery method and payment arrangement.
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The annual caps for the transaction amounts
under the Brandix Framework Agreement for the
financial year ended 31 December 2018 was
US$24 million and for the financial years ending 31
December 2019 and 2020 shall be US$36 million
and US$64 million respectively. During the year
ended 31 December 2018, the sales to the Brandix
Group by the BPTHL Group under the Brandix
Framework Agreement amounted to approximately
US$15,700,981 (equivalent to approximately
HK$122,467,652). Further details of the Brandix
Framework Agreement were disclosed in the
Company’s announcement dated 6 November
2017.

As at 6 November 2017 and the date of this
annual report, Best Pacific Textiles Lanka (Pvt) Ltd
(“BPTL”), a non-wholly owned subsidiary of the
Company, is owned as to 75% by the Company,
via Best Pacific International Sri Lanka (Pannala)
Limited, and 25% by Brandix. Accordingly,
Brandix, as a substantial shareholder of BPTL, is a
connected person of the Company at the subsidiary
level under Rule 14A.06(9) of the Listing Rules.

Sub-lease of a land for the use of production
plant by MAS Fabric Park

On 22 December 2006, Trischel, a non-wholly
owned subsidiary of the Company since completion
of the Acquisition on 1 August 2018, entered into
an agreement (the “Sub-Lease Agreement”) with
MAS Fabric Park (Private) Limited (“MAS Fabric
Park”), an indirect wholly-owned subsidiary of
MAS and a substantial shareholder of Trischel, for
sub-leasing a piece of land, situated in Nangalla
and Thulhiriya Villages in the District of Kegalle,
Sabaragamuwa Province, Sri Lanka, with an
approximate area of 3.37818 hectares, to Trischel
for a term of 98 years and 7 months commencing
on 22 December 2006 and ending on 29 July
2105.
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Pursuant to the Sub-Lease Agreement, the initial
ground rent was US$29,218 per annum as at
signing of the Sub-Lease Agreement, which shall
be adjusted annually in line with the ground rent
charged or chargeable at other industrial zones
as published by Board of Investment of Sri Lanka
(“BOI”), a governmental authority in Sri Lanka, and
shall be paid on or before 22 December each year.

The annual caps for the transaction amounts under
the Sub-Lease Agreement for the financial year
ended 31 December 2018 was US$47,000 and
for the financial years ending 31 December 2019
and 2020 shall be US$57,000 and US$68,000
respectively. During the period from 1 August 2018
to 31 December 2018, the ground rent paid to
MAS Fabric Park by Trischel under the Sub-Lease
Agreement amounted to approximately US$29,610
(equivalent to approximately HK$230,958).
Further details of the Sub-Lease Agreement were
disclosed in the Company’s announcement dated 4
December 2017.

Since completion of the Acquisition on 1 August
2018, Trischel has become a non-wholly owned
subsidiary of the Company in which 51% is
indirectly owned by the Company, via Best Pacific
International Sri Lanka (Thulhiriya) Limited, and 49%
is owned by MAS Capital, which is a wholly-owned
subsidiary of MAS. Accordingly, MAS Fabric Park,
as an indirect wholly-owned subsidiary of MAS,
has become a connected person of the Company
at the subsidiary level under Rule 14A.06(9) of the
Listing Rules since 1 August 2018.
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Utilities services provided by MAS Fabric Park

On 22 December 2008, Trischel also entered into
a services agreement (the “Services Agreement”)
with MAS Fabric Park pursuant to which MAS
Fabric Park shall provide Trischel with electricity,
steam, water, effluent discharge and fire hydrant
water supply. The Services Agreement shall
come into force and will be valid so long as the
Sub-Lease Agreement remains valid and effective.

The initial monthly base service charge payable
by Trischel to MAS Fabric Park was US$5,000 as
at signing of the Services Agreement which shall
be adjusted annually with reference to the LIBOR.
In addition to the monthly base service charge,
Trischel shall also pay to MAS Fabric Park the
utilities fees in amounts calculated with reference to
the actual number of units or volume of use.

The annual caps for the transaction amounts under
the Services Agreement for the financial year ended
31 December 2018 was US$2,531,000 and for
the financial years ending 31 December 2019 and
2020 shall be US$2,794,000 and US$3,495,000
respectively. During the period from 1 August 2018
to 31 December 2018, the total service charge
paid to MAS Fabric Park by Trischel under the
Services Agreement amounted to approximately
US$1,026,504 (equivalent to approximately
HK$8,006,731). Further details of the Services
Agreement were disclosed in the Company’s
announcement dated 4 December 2017.
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services in relation to a biomass thermic oil
heater provided by MAS Fabric Park

On 15 July 2016, Trischel entered into a
memorandum of understanding (the “MOU”)
with MAS Fabric Park in relation to provision
by MAS Fabric Park to Trischel of installation,
maintenance and operation services in relation to
a biomass thermic oil heater for a term of 10 years
commencing from 15 July 2016 and ending on 14
July 2026. MAS Fabric Park shall bear the total
cost of investment on purchasing and installation of
the said heater pursuant to the MOU.

MAS Fabric Park shall charge Trischel at a rate
determined according to the MOU for the energy
consumed subject to review (and agreement
between the parties to the MOU) annually in line
with the percentage change in firewood prices and
costs of labour, maintenance and electricity relating
to the operation of the oil heater. MAS Fabric
Park shall in addition to the above costs, charge a
minimal administrative charge.

The annual caps for the transaction amounts
under the MOU for the financial year ended 31
December 2018 was US$772,000 and for the
financial years ending 31 December 2019 and
2020 shall be US$897,000 and US$1,127,000
respectively. During the period from 1 August 2018
to 31 December 2018, the total service charge paid
to MAS Fabric Park by Trischel under the MOU
amounted to approximately US$223,331 (equivalent
to approximately HK$1,741,982). Further details
of the MOU were disclosed in the Company’s
announcement dated 4 December 2017.
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Sales of synthetic textiles and textile related
products to the MAS Group

On 4 December 2017, BPTHL, a wholly-owned
subsidiary of the Company, entered into a
framework agreement (the “MAS Framework
Agreement”) with MAS Capital for a term of three
years commencing on the date on which the
completion of the Acquisition takes place, i.e. 1
August 2018.

Pursuant to the MAS Framework Agreement,
the BPTHL Group (as seller) has agreed to sell
synthetic textiles and textile related products
including synthetic fabrics to MAS Capital and
its affiliates (collectively, the “MAS Group”) (as
purchaser) from time to time on normal commercial
terms and subject to and upon the terms and
conditions contained in the purchase orders to
be agreed between the relevant members of the
BPTHL Group and the MAS Group, setting out,
among other things, the products to be supplied,
specifications, quantity, price, delivery method and
payment arrangement.

The annual caps for the transaction amounts
under the MAS Framework Agreement for the
financial year ended 31 December 2018 was
US$57 million and for the financial years ending
31 December 2019 and 2020 shall be US$63
million and US$70 million respectively. During the
period from 1 August 2018 to 31 December 2018,
the sales to the MAS Group by the BPTHL Group
under the MAS Framework Agreement amounted
to approximately US$33,108,650 (equivalent to
approximately HK$258,247,470). Further details of
the MAS Framework Agreement were disclosed in
the Company’s announcement dated 4 December
2017.
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Since completion of the Acquisition on 1 August
2018, Trischel has become a non-wholly owned
subsidiary of the Company in which 51% is
indirectly owned by the Company and 49% is
owned by MAS Capital. Accordingly, MAS Capital,
as a substantial shareholder of Trishel, has become
a connected person of the Company at the
subsidiary level under Rule 14A.06(9) of the Listing
Rules since 1 August 2018.

Shared services from MAS Capital

On 1 August 2018, Trischel, a non-wholly owned
subsidiary of the Company since completion
of the Acquisition on 1 August 2018, entered
into a framework agreement (the “MAS Capital
Framework Agreement”) with MAS Capital for
a term of three years commencing from 1 August
2018 to 31 July 2021.

Pursuant to the MAS Capital Framework
Agreement, MAS Capital shall provide the
centralised group services in relation to the
operation of Trischel and its subsidiaries (collectively,
“Trischel Group”) in various areas, including legal,
corporate finance, treasury, business strategy,
risk and control, human resources, sustainability,
corporate social responsibility, consultancy services
and information technology, etc. as requested by
Trischel from time to time. The service fees to be
charged by MAS Capital in respect of the services
under the MAS Capital Framework Agreement
shall be determined either at the standard charging
rate of MAS Capital (if any), or if no such rate, at a
service fee to be determined with reference to the
costs incurred by MAS Capital plus a percentage
mark-up, which shall be negotiated between the
parties at arm’s length basis.
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The annual caps for the transaction amounts
under the MAS Capital Framework Agreement for
the period from 1 August 2018 to 31 December
2018 was US$193,000 and for the financial years
ending 31 December 2019, 2020 and 2021 shall
be US$533,000, US$646,000 and US$441,000
respectively. During the period from 1 August 2018
to 31 December 2018, the total service fee paid
by Trischel to MAS Capital under the MAS Capital
Framework Agreement amounted to approximately
US$96,989 (equivalent to approximately
HK$756,514).

Further details of the MAS Capital Framework
Agreement were disclosed in the Company's
announcement dated 1 August 2018.

Shared services from MAS Legato

On 1 August 2018, Trischel, a non-wholly owned
subsidiary of the Company since completion of
the Acquisition on 1 August 2018, also entered
into a framework agreement (the “MAS Legato
Framework Agreement”) with MAS Legato (Pvt)
Ltd (“MAS Legato”) for a term of three years
commencing from 1 August 2018 to 31 July 2021.

Pursuant to the MAS Legato Framework
Agreement, MAS Legato shall provide the
centralised group services to Trischel Group in
relation to general ledger, account payables and
account receivables processes, etc. as requested
by Trischel from time to time. The service fees to be
charged by MAS Legato in respect of the services
under the MAS Legato Framework Agreement
shall be determined either at the standard charging
rate of MAS Legato (if any), or if no such rate, at a
service fee to be determined with reference to the
costs incurred by MAS Legato plus a percentage
mark-up, which shall be negotiated between the
parties at arm’s length basis.
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The annual caps for the transaction amounts
under the MAS Legato Framework Agreement for
the period from 1 August 2018 to 31 December
2018 was US$20,000 and for the financial years
ending 31 December 2019, 2020 and 2021 shall
be US$54,000, US$66,000 and US$45,000
respectively. During the period from 1 August 2018
to 31 December 2018, the total service fee paid
by Trischel to MAS Legato under the MAS Legato
Framework Agreement amounted to approximately
US$16,523 (equivalent to approximately
HK$128,879).

Since completion of the Acquisition on 1 August
2018, Trischel has become a non-wholly owned
subsidiary of the Company in which 51% is
indirectly owned by the Company and 49% is
owned by MAS Capital, which is a wholly-owned
subsidiary of MAS. Accordingly, MAS Legato, as
an indirect wholly-owned subsidiary of MAS, has
become a connected person of the Company at
the subsidiary level under Rule 14A.06(9) of the
Listing Rules since 1 August 2018.

Further details of the MAS Legato Framework
Agreement were disclosed in the Company’s
announcement dated 1 August 2018.
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Independent non-executive Directors’ confirmation

The independent non-executive Directors have reviewed
the above continuing connected transactions conducted
during the year ended 31 December 2018 and confirmed
that such transactions have been entered into:

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

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

(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 of the Group for the year ended
31 December 2018 in pages 52 to 66 of this annual report
in accordance with Rule 14A.56 of the Listing Rules.
A copy of the independent assurance report has been
provided by the Company to the Stock Exchange.
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AUDIT COMMITTEE

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

REMUNERATION COMMITTEE

The Remuneration Committee has been established by
the Board with written terms of reference in compliance
with the CG Code contained in Appendix 14 to the Listing
Rules.

The Remuneration Committee has three members.
From 1 January 2018 and up to 19 March 2018, the
members were Mr. Ding (who was also the chairman of
the Remuneration Committee), Mr. Lu and Mr. Cheung Yat
Ming.

With effect from 20 March 2018, Mr. Lu has resigned as a
member of the Remuneration Committee and Mr. Zhang,
the Chief Executive Officer and an executive Director,
has been appointed as a member of the Remuneration
Committee. After the above changes, the Remuneration
Committee comprises three members, namely Mr. Ding,
Mr. Zhang and Mr. Cheung Yat Ming and is chaired by Mr.
Ding.

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the
Company are set out in the Corporate Governance Report
from pages 79 to 94 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

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

As disclosed in the Company’s announcement dated 2
November 2017, the Company (as guarantor) and its
seven wholly-owned subsidiaries (as borrowers) entered
into a facility agreement with certain banks in Hong Kong
for a syndicated loan comprising HK$2 billion equivalent
multicurrency term loan and revolving credit facilities, with
a maturity of 42 months from the date of first drawdown
of the term loan facility. The facility agreement contains
specific performance obligations on Mr. Lu, the controlling
shareholder of the Company, requiring that he shall at all
times:

(i) maintain, directly or indirectly, at least 30% of the
issued share capital of the Company and that such
issued share capital shall remain unencumbered;

(ii) be the single largest shareholder of the Company;
(iif) be the Chairman of the Board of the Company; and

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

As of the date of this annual report, Mr. Lu is the Chairman
of the Board and an executive Director as well as the
controlling shareholder of the Company, holding direct and
indirect interests in 640,500,000 shares of the Company,
representing approximately 61.60% 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 in full within 21 days (or such
longer period as the borrowers and the agent of the
syndicated loan may agree) from the date of the notice
delivered by the agent to the borrowers.
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PERMITTED INDEMNITY PROVISION

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

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

EVENTS AFTER THE REPORTING PERIOD

The Group had no significant events after 31 December
2018.

AUDITOR

The consolidated financial statements of the Company for
the year ended 31 December 2018 have been audited
by Messrs. Deloitte Touche Tohmatsu. A resolution will be
submitted at the forthcoming AGM to re-appoint Messrs.
Deloitte Touche Tohmatsu as independent auditor of the
Company.

By order of the Board
Lu Yuguang
Chairman

Hong Kong, 20 March 2019
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Below is the biographical details of Directors and senior
management of the Group as at 31 December 2018:

EXECUTIVE DIRECTORS

Mr. LU Yuguang (&2 3%), aged 53, is the chairman of the
Company. He was appointed as a Director on 14 June
2013 and re-designated as an executive Director of the
Company on 21 January 2014. Mr. Lu is also the chairman
of the Nomination Committee of the Company. Mr. Lu
has approximately twenty-four years of experience in the
textile industry and he formulates overall management
plans and oversees the strategic business development
of the Group. He is currently the legal representative and
the chairman of Dongguan NHE and the chairman of the
board of directors 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 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.
Since January 2018, Mr. Lu has been a vice president
of the Dongguan City Association of Enterprises with
Foreign Investment (3R 52 71 5 & 3% & 10 % 1 ®). Since
July 2017 and April 2017, Mr. Lu has been the president
of Dongguan City MaChong Association of Enterprises
with Foreign Investment (3R 5t TSP i I & 1 ¥ 1% € i
JB 9 &) and an executive director of World Dongguan
Entrepreneurs (52 EE & ) respectively. Furthermore,
he has been a committee member of the Chinese People’s
Political Consultative Conference of the Dongguan
Municipal (BRZME#Z B @) since December 2011 and a
member of the Dongguan High-Tech Industry Association
CGRZET & 1 T E % % €) since July 2009. In July
2009, Mr. Lu was awarded with the “Chinese Enterprise
Management Innovation Achievement Award” (FF BI{> 2
B BIFTAFLEE) by the China Academy of Management
Science (FEEERIZMITT). Mr. Lu is the brother-in-
law of Mr. Wu. As at 31 December 2018, Mr. Lu was the
controlling shareholder of the Company. Details of Mr. Lu’s
interests in the share capital of the Company are set out
in the section headed “DISCLOSURE OF INTERESTS -
DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND/OR DEBENTURES” in this annual report.
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EXNSREEEGZN

Mr. ZHANG Haitao (55/8/%), aged 49, is the chief executive
officer of the Group. He was appointed as a Director on
14 June 2013 and re-designated as an executive Director
of the Company on 21 January 2014. He was also
appointed as a member of the Remuneration Committee
on 20 March 2018. 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 the Group. He
has approximately twenty-three years of experience in
the textile industry. Mr. Zhang has worked in the Group
since February 2003 and held the position of general
manager at Dongguan BPT. Prior to working in the Group,
Mr. Zhang worked for Pioneer Elastic Fabric (China)
Company Limited (BB¥T3E &Y (R B) R A7) 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 (&R &
45 5% 1% =) since November 2009 and an individual life
member of the Hong Kong General Chamber of Textiles
Limited (/84787 E) since September 2013. Mr. Zhang
completed a fashion technology course at Beijing Institute
of Fashion Technology (It AREEEEER) in July 1992 and
further obtained a master degree in software systems
at the University of St. Thomas in the United States in
May 2001. Mr. Zhang is the spouse of Ms. Zheng, an
executive Director of the Company. As at 31 December
2018, Mr. Zhang was interested in the 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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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. WU Shaolun (= V@), aged 54, is an executive Director
of the Company. He was appointed as a Director on 14
June 2013 and re-designated as an executive Director of
the Company on 21 January 2014. He is currently a director
and the deputy general manager of Dongguan BPT and
Dongguan NHE. Mr. Wu is principally responsible for the
Group’s infrastructure and the general management of
Dongguan BPT and Dongguan NHE. He has over twenty-
two years of experience in the textile industry. Prior to
joining the 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 Dongguan High-tech Industry
Association (SRZEM =T MTEZREHE) since July 2009 and
a director of the Dongguan City Association of Enterprises
with Foreign Investment (REEMINERE R EWE) since
November 2013. Mr. Wu is the brother-in-law of Mr. Lu. As
at 31 December 2018, Mr. Wu was interested in the shares
of the Company, details of which are set out in the section
headed “DISCLOSURE OF INTERESTS - DIRECTORS’
AND CHIEF EXECUTIVE’'S INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND/OR
DEBENTURES” in this annual report.
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Ms. ZHENG Tingting (£/151Z), aged 44, is an executive
Director of the Company, the chief operating officer and
vice-president (marketing) of the Group and is responsible
for the overall operations, manufacturing and developing
and implementing the sales and marketing strategies of
the Group. Prior to joining the Group in December 2006,
Ms. Zheng joined the Guangzhou office of Parker Pen
(Shanghai) Limited as a sourcing specialist in January
2004. In December 2006, Ms. Zheng joined Dongguan
Runda and worked as the vice-president when she left in
May 2010 and she has since joined Dongguan NHE in the
same capacity. Also, starting from December 2006, Ms.
Zheng worked as a sales manager in Dongguan BPT and
since December 2008, she has been promoted as the
vice-president (marketing) of the Group. Ms. Zheng has
also been promoted as the chief operating officer of the
Group since 1 September 2014. Ms. Zheng graduated
from the English department of Xi’an Translation College
(AL BEEJIEM) in the PRC in June 1996. Further
in January 2017, she graduated from the Northwestern
University and The Hong Kong University of Science
and Technology with a master degree in business
administration. Ms. Zheng is the spouse of Mr. Zhang,
the chief executive officer and an executive Director of
the Company. As at 31 December 2018, Ms. Zheng was
interested in the 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 —F/§), who was named as Mr.
CHEUNG Yiu Tai (5R#28) up to 11 August 1987, aged 50,
was appointed as an independent non-executive Director
of the Company on 8 May 2014. He is also a member of
the Audit Committee, the Remuneration Committee and
the Nomination Committee of the Company. Mr. Cheung
has extensive experience in the fields of investment, real
estate and property market research, corporate finance
and auditing. Prior to joining the 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
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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 fellow member
of the Institute of Chartered Accountants in England and
Wales in September 2017. In June 2010, Mr. Cheung
received the Outstanding Chinese Business Leader Award
(FPEEAE P 2 4E458) from the HongQi (ALiEZ ) and
China Report (7 Bl#?i8). Mr. Cheung graduated from the
Hong Kong Polytechnic University with a bachelor degree
in accountancy in November 1991.

Mr. Cheung was appointed as a director of Neutron
Greater China Equity Long/Short Fund, an exempted
limited company incorporated in the Cayman Islands
on 11 June 2010 to conduct securities investment
business. The company had ceased to trade and was
not in operation, had no assets, nor liabilities to creditors,
shareholders or any other third party at the time when the
directors of the company, one of whom was Mr. Cheung,
and the shareholders of the company believed that it was
for the best interests of the company to be struck off from
the register of companies in the Cayman Islands. The
company was subsequently struck off from the register
on 31 December 2013. Mr. Cheung was also a director of
Neutron Capital Management Ltd., an exempted limited
company incorporated in the Cayman Islands on 11 June
2010 to conduct securities investment business. The
company had ceased to trade and was not in operation, it
also had no assets, nor liabilities to creditors, shareholders
or any other third party at the time when the directors
of the company, one of whom was Mr. Cheung, and the
shareholders of the company believed that it was for
the best interests of the company to be struck off from
the register of companies in the Cayman Islands. The
company was subsequently struck off from the register on
31 December 2013.
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Mr. DING Baoshan (T E1l), aged 56, was appointed as
an independent non-executive Director of the Company on
8 May 2014. He is also the chairman of the Remuneration
Committee and a member of the Audit Committee and the
Nomination Committee of the Company. Prior to joining
the 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 (BM /38 T35 E AR A7), managing
various departments until October 2007. Starting from
2008, he was the general manager of Beijing Shengshi
Huaxuan Investment Company Limited (1t R &L E
ABRAF]) until June 2015. From May 2011 to November
2017, he was an independent director of Qinghai Huading
Industrial Company Limited (5 /8 =R E ¥ F R 1A 7)),
a company listed on the Shanghai Stock Exchange
(Stock Code: 600243). Mr. Ding has also taken up the
position as the chairman and an executive director of Pizu
Group Holdings Limited, a company listed on the Stock
Exchange (Stock Code: 8053) since December 2012, and
subsequently resigned as the chairman on 15 November
2016. With effect from 30 March 2015, Mr. Ding has
been an independent director of Shanxi Guoxin Energy
Corporation Limited (LI 75%& B#a2/RIRMND BR A A), a
company listed on the Shanghai Stock Exchange (Stock
code: 600617). Mr. Ding graduated from the Beijing Iron
and Steel Institute (3t R #fl#222F) with a bachelor degree
in mining machinery in July 1985. In June 1988, Mr. Ding
completed a master degree in engineering at Beijing
University of Science and Technology (1t REHZAE) in
the PRC. Mr. Ding graduated from China Social Science
Institute (7P B 4= & £ 2 F3) with a doctorate degree in
economics in July 1991.
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Mr. SAl Chun Yu (&#k=F), aged 38, was appointed as
an independent non-executive Director of the Company
on 8 May 2014. He is also the chairman of the Audit
Committee of the Company. Mr. Sai has over fifteen years
of experience in audit, accounting, taxation and business
consultancy. Prior to joining the 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
China Gem Holdings Limited (formerly known as Yueshou
Environmental Holdings Limited), a company listed on
the Stock Exchange (Stock Code: 1191) and resigned
from such position with effect from 10 October 2014.
In February 2006, Mr. Sai was admitted as a member
of the Association of Chartered Certified Accountants.
In September 2007. Mr. Sai became a certified public
accountant of the Hong Kong Institute of Certified Public
Accountants and was later registered as a certified public
accountant (practising) in February 2008 with the same
institute. Mr. Sai graduated from the Chinese University
of Hong Kong with a bachelor degree in business
administration in December 2002.

CHIEF FINANCIAL OFFICER AND
COMPANY SECRETARY

Mr. CHAN Yiu Sing (##£), aged 40, is the chief financial
officer and company secretary of the Group. Mr. Chan is
responsible for ensuring and maintaining the standards
of corporate governance of the Group. Mr. Chan has
over thirteen 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 the Group in
February 2013. Mr. Chan graduated from the University
of New South Wales in Australia with a master degree
in commerce in June 2005 and a bachelor degree in
accounting and finance in October 2003. He has been
a member of the Hong Kong Institute of Certified Public
Accountants since September 2009.
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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 2018 (the
“Reporting Period”).

MODEL CODE FOR SECURITIES
TRANSACTIONS

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

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

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

BOARD OF DIRECTORS

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

The biographical information of the Directors as well as the
relationships between the members of the Board are set
out on pages 71 to 78 of this annual report.
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Chairman and Chief Executive Officer

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

Independent non-executive Directors

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

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

Directors’ Re-election and Retirement

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

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

Responsibilities, Accountabilities and Contributions
of the Board and Management

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

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

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

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

Continuous Professional Development of Directors

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

The Directors informed the Company that they had
received sufficient and relevant training and continuous
professional development during the Reporting Period.
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Records of training by the Directors are maintained by the
company secretary. Training records of Directors in 2018
are as follows:

AU AR N/
TPEERRS

EERXNBIICEARRWERT - EF
RZZT— \FREIREEmT -

Directors Type of trainings
5= EINEE
Executive Directors HITES

Mr. Lu Yuguang B A A&B
Mr. Zhang Haitao REEEL A&B
Mr. Wu Shaolun R E A&B
Ms. Zheng Tingting s e+ A&B
Independent non-executive Directors B IEMITES

Mr. Cheung Yat Ming R—IREAE A B&C
Mr. Ding Baoshan TELEE A B&C
Mr. Sai Chun Yu RIRFRAE A B&C

A reading materials relating to the Group, general business, A: MEAEAEE - —MEK - EmRAUNE

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

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

C: attending briefings, seminars, webinar or training courses

BOARD AND BOARD COMMITTEES

Under code provision A.1.1 of the CG Code, the Board
should meet regularly and Board meetings should
be held at least four times a year at approximately
quarterly intervals and under code provision A.2.7 of the
CG Code, the chairman of the Board should at least
annually hold meeting with the non-executive Directors
(including independent non-executive Directors) without
the executive Directors present. Code provision A.2.7 of
the CG Code was amended with effect from 1 January
2019. Under the newly amended code provision A.2.7,
the chairman of the Board should at least annually hold
meetings with the independent non-executive Directors
without the presence of other Directors.

During the Reporting Period, six Board meetings were
held. In addition, the Chairman held a meeting with the
independent non-executive Directors without the executive
Directors’ presence.
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A tentative schedule for regular Board meetings for 2019
will be provided to the Directors at the beginning of the
year. At least 14 days’ notice for all regular Board meetings
will be given to all Directors and all Directors must be
given the opportunity to include items or businesses for
discussion in the agenda. For all other Board meetings,
reasonable notice will be given. Relevant agenda and
accompanying Board papers will be sent to all Directors at
least three working days in advance of every regular Board
meeting.

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

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

Audit Committee

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

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

—ENFEHEFeEENEERARE
RENAEZRME - FAEEHEFTSEHN
BHARBE DR TORXAZEBESEHL - B
PRGTERESHES BT RENFRY
AFEER - ERAFRMBEMESTESH
ARBHGELBIENAM - HHENEENE
MHNESEXHELBRERAEHESTSS
LA —EATIFRARAGERBES -

REBARBFENTENSER EFSCK
V=RZ8& HEZZE8® FHEZES
KRt ZEE - ARFIMAEZLREEHA
EEFIANARRESRE EFXZE R
REENARRH LB IABEGE R
fo - YR EE SRR ER] -

EEEQNEZBENAIINEYSBYL
FHTEF -REFQTEZESTRELK
EMBRBHIRNAFRE2EN [RAER]
AT e

BREES

R-ZZE—NMFREANB > ARAFEBER TR
AIZE3.211§ R B 3.221& LA R I 3B 6 57 Al /Y
SFAMEXC.3 MM EXN L EZEZEE o
EZLZBgBE=RAKE  BI&L4E - R—B
TERTRE  WHAKEETER -

ERZEEeNIERAESWMMESTEERY
BERRBERE - AREERABES X
RNMARFF - BAZE 8 K B SMNIS A% B HY
& ARZHARRR B TRAHUARTHN AR
IERARBMERE - REHEH K EME
BIHEENTESERBET -

84 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018




CORPORATE GOVERNANCE REPORT

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 2017, the interim results
of the Group for the six months ended 30 June 2018
and significant issues on the financial reporting and
compliance procedures, risk management and internal
control systems, effectiveness of the Company’s internal
audit function, and arrangements for employees to raise
concerns about possible improprieties.

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

Remuneration Committee

The Company established the Remuneration Committee
on 8 May 2014 in compliance with Rules 3.25 and 3.26
of the Listing Rules and code provision B.1.2 of the CG
Code. The Remuneration Committee has three members.
From 1 January 2018 and up to 19 March 2018, the
members were Mr. Ding (who was also the chairman of
the Remuneration Committee), Mr. Lu and Mr. Cheung Yat
Ming.

With effect from 20 March 2018, Mr. Lu has resigned as a
member of the Remuneration Committee and Mr. Zhang
has been appointed as a member of the Remuneration
Committee. After the above changes, the Remuneration
Committee comprises three members, namely Mr. Ding, Mr.
Zhang and Mr. Cheung Yat Ming and is chaired by Mr. Ding.

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

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

The details of the remuneration paid to the Directors for
the year ended 31 December 2018 are set out in Note 10
to the consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code,
the remuneration paid to other member of the senior
management by band for the year ended 31 December
2018 is set out below:

Remuneration bands (HK$)

FMER (BT)

RIEHBEA - HFWE Aagﬁﬁwa%'
M(E¢@%@Mu NIRRT 12§
1B A Kt %%&m%gﬁﬁm i B 155
HiiEmEIE - ]IF?E§Q§E§%EHjEEﬁ2°

BE_T-N\FT_A=t—HLFEDH
BEEH M FABENERGRE M BRI E
10 °

mfmﬁﬁﬁ?Jm?J1xB1Mw’ﬁ

—E- \F+ A=+ B LFEEEH
ﬁﬁﬁﬁ%ﬁ@mﬂaﬁﬁﬁﬁm o B 5 1
ThEHNT

Number of person(s)

AE

1,600,001 - 2,000,000

1

Nomination Committee

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

The principal duties of the Nomination Committee
include reviewing the Board composition, developing and
formulating relevant procedures for the nomination and
appointment of Directors, making recommendations to
the Board on the appointment and succession planning of
Directors, and assessing the independence of independent
non-executive Directors.
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The procedures and criteria for the Nomination Committee
to select and recommend candidates for being appointed
as Directors are summarised below:

(@)

diversity in all aspects, including but not limited
to skills, knowledge, gender, age, ethnicity,
cultural and educational background, professional
experience and other personal qualities of the
candidate;

ability to exercise sound business judgment and
possess proven achievement and experience in
directorship including effective oversight of and
guidance to management;

commitment of the candidate to devote sufficient
time for the proper discharge of the duties of a
Director;

potential/actual conflicts of interest that may arise if
the candidate is selected;

independence of the independent non-executive
director candidates as required under the Listing
Rules;

in the case of a proposed re-appointment of an
independent non-executive Director, the number of
years he/she has already served; and

identifying any persons who may be suitable and
qualified to become members of the Board and
select, or make recommendations to the Board
on the selection of, any persons nominated for
directorships.
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In assessing the Board composition, the Nomination
Committee would take into account various aspects set
out in the Board diversity policy, including but not limited
to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and
length of services. All Board appointments will be based
on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of
diversity on the Board. A summary of the Company’s
board diversity policy is set out on pages 91 to 92 of this
annual report.

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

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

Corporate Governance Committee

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

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

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

AND COMMITTEE MEMBERS

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

CORPORATE GOVERNANCE REPORT
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Annual

general Nomination = Remuneration Audit
Name of Directors meeting Board Committee Committee Committee
BEEnR RRBFRE Exg REZES® FMZEES EREES
LU Yuguang 1/1 6/6 2/2 1/2 MNote) (Fif3E) N/A TiE
EEK
ZHANG Haitao 1/1 6/6 N/A N EF 2/2 N/A N EF
SR8
WU Shaolun 11 6/6 N/A T N/A N EF N/A T~
R
ZHENG Tingting 1/1 6/6 N/A 3 N/A TNiE N/A i
iipeyey
CHEUNG Yat Ming 1/1 6/6 2/2 2/2 3/3
RIS
DING Baoshan 1/1 6/6 2/2 2/2 3/3
TEWL
SAI Chun Yu 1/1 6/6 N/A 38 A N/A T A 3/3

Note: Mr. Lu ceased to be a member of the Remuneration iz : BEEB-_T—N\F=-A-+HBTHEE

Committee from 20 March 2018.

HMEEGRKE -

BREEFERERAR/ —F

—\EER 89




CORPORATE GOVERNANCE REPORT

_LLI_/\-I\—\

TEERMRE

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 2018.

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 95 to 103 of this annual report.

AUDITOR’S REMUNERATION

The remuneration paid to the 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 2018 and tax compliance services) for the year
ended 31 December 2018 amounted to approximately
HK$2.2 million and approximately HK$1.3 million
respectively.

RISK MANAGEMENT AND
INTERNAL CONTROL

The Group has in place the sound and effective risk
management and internal control systems to safeguard
shareholders’ investment and assets of the Group.
The Board acknowledges its responsibility for the risk
management and internal control systems of the Group.
From time to time and at least once a year, the Board
reviews the effectiveness of the risk management and
internal control systems of the Group in order to ensure
that they meet with the dynamic and ever changing
business environment as well as the requirements under
the Listing Rules. To enhance the objectiveness and
creditability of the review, an independent audit firm has
been engaged to conduct the appraisal of the adequacy
and effectiveness of the Group’s risk management and
internal control systems.
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During the year ended 31 December 2018, the Audit
Committee, with reference to and based on the internal
audit report issued by the independent audit firm,
conducted a review on the effectiveness of the Group’s
risk management and internal control systems, including
financial, operational and compliance controls and
risk management functions, adequacy of resources,
qualifications and experience of staff of the Company’s
accounting, internal control and financial reporting
functions, and training programmes and budget. The
Board has considered and discussed the internal audit
report issued by the independent audit firm, the work
conducted by the independent audit firm, the Audit
Committee’s view on the Group’s risk management and
internal control systems and their effectiveness. The
Board and the Audit Committee are satisfied with the
effectiveness of the risk management and internal control
of the Group.

BOARD DIVERSITY POLICY

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

Summary of the Board Diversity Policy

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

Measurable Objectives

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

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.
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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 chairmen of the Audit Committee,
the Nomination Committee and the Remuneration
Committee, or in their absence, their duly appointed
delegates, who are members of the relevant committees,
will be available to answer questions at the general
meetings of the Company. In addition, the Company wiill
invite representatives of the auditor to attend its annual
general meeting to answer shareholders’ questions about
the conduct of the audit, the preparation and content
of the auditor’s report, the accounting policies and the
independence of the auditor.

SHAREHOLDERS’ RIGHTS

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

(1) Shareholder(s) holding at the date of deposit of
the requisition not less than one-tenth of the paid-
up capital of the Company may request the Board
to convene an EGM pursuant to Article 58 of the
Articles by sending a written requisition to the
Board or the Company Secretary at the Company’s
principal place of business in Hong Kong. The
purpose of requiring such general meeting must be
stated in the written requisition.
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2 If a shareholder wishes to propose a person other

than a retiring Director for election as a Director of
the Company at a general meeting, pursuant to
Article 85 of the Articles, the shareholder (other than
the person to be proposed) duly qualified to attend
and vote at the general meeting shall send a written
notice, duly signed by the shareholder, of his/her
intention to propose such person for election and
also a notice signed by the person to be proposed
of his/her willingness to be elected. These notices
should be lodged at the Company’s principal place
of business in Hong Kong, or the office of the
Company’s branch share registrar. The period for
lodgement of such notices shall commence on the
day after the despatch of the notice of such general
meeting and end no later than 7 days prior to the
date of such general meeting.

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

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

CONSTITUTIONAL DOCUMENTS

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

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

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

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

OPINION

We have audited the consolidated financial statements
of Best Pacific International Holdings Limited (the
“Company”) and its subsidiaries (collectively referred
to as “the Group”) set out on pages 104 to 270,
which comprise the consolidated statement of financial
position as at 31 December 2018, and the consolidated
statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position of
the Group as at 31 December 2018, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (‘HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of
the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the
HKICPA's Code of Ethics for Professional Accountants
(the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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INDEPENDENT AUDITOR’S REPORT
B\ 72 BAD R

KEY AUDIT MATTERS

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

Allowance for inventories
Key audit matter

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

As at 31 December 2018, the Group’s inventories mainly
consist of elastic fabric, lace and elastic webbing materials
and products and amounting to approximately HK$865.1
million, which represented approximately 16.7% of total
assets of the Group.

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

Allowance for inventories (Continued)
How our audit addressed the key audit matter

Our procedures in relation to allowance for inventories
included:

° Understanding key controls over management’s
process in estimating of allowance for inventories;

o Testing the accuracy of inventory ageing analysis
as at 31 December 2018 used by management for
identification of slow-moving or obsolete inventory
items and serving as a basis to calculate the
allowance, on a sample basis, by checking to the
underlying supporting documents;

° Challenging management’s basis and judgement in
determining allowance for inventories by performing
retrospective review on such ageing analysis of
inventories against the basis for allowance in prior
years; and

° Testing net realisable value of inventories by
checking to subsequent sales invoices or purchase
orders, on a sample basis, for assessing if the
inventories are stated at the lower of cost and net
realisable value.

Impairment assessment of trade receivables
Key audit matter

We identified impairment assessment of trade receivables
as a key audit matter due to the significance of trade
receivables to the Group’s consolidated financial position
and the involvement of subjective judgement and
management estimates in evaluating the expected credit
losses (“ECL”) of the Group’s trade receivables at the end
of the reporting period.
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KEY AUDIT MATTERS (Continued)

Impairment assessment of trade receivables (Continued)
Key audit matter (Continued)

As at 31 December 2018, the Group’s net trade
receivables amounting to approximately HK$728.9
million, which represented approximately 14.0% of total
assets of the Group and out of these trade receivables of
approximately HK$111.5 million were past due.

As disclosed in Note 4 to the consolidated financial
statements, the management of the Group identifies trade
receivables that are credit impaired and assesses their
ECL individually. The management of the Group estimates
the amount of lifetime ECL of the remaining trade
receivables based on provision matrix through grouping
of various debtors that have similar loss pattern, after
considering internal credit ratings of trade debtors and/or
past due status of respective trade receivables. The credit
loss allowance amount is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows with the consideration
of expected future credit losses. The assessment of credit
risk of trade receivables involves high degree of estimation
uncertainty.

As disclosed in notes 2 and 41 to the consolidated
financial statements, the Group’s lifetime ECL on trade
receivables as at 1 January 2018 (date of initial application
of Hong Kong Financial Reporting Standard 9 “Financial
Instruments”) and 31 December 2018 amounting to
approximately HK$17.4 million and HK$24.6 million
respectively.
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KEY AUDIT MATTERS (Continued)

Impairment assessment of trade receivables (Continued)
How our audit address the key audit matter

Our procedures in relation to impairment assessment of
trade receivables included:

° Understanding key controls on how the
management estimates the credit loss allowance
for trade receivables;

° Testing the accuracy of trade receivables ageing
analysis as at 1 January 2018 and 31 December
2018, on a sample basis, by comparing individual
items in the analysis with the relevant sales invoices
and monthly statement for sales;

° Challenging management’s basis and judgement
in determining credit loss allowance on trade
receivables as at 1 January 2018 and 31 December
2018, including their identification of credit impaired
trade receivables which are assessed for ECL
individually, the reasonableness of management’s
grouping of the remaining trade debtors into
different categories in the provision matrix by
internal credit ratings of trade debtors and/or past
due status of respective trade receivables, and
the basis of estimated loss rates applied in each
category in the provision matrix; and

° Testing subsequent settlements of trade
receivables, on a sample basis, by inspecting
supporting documents in relation to cash receipt
from trade debtors subsequent to the end of the
current reporting period.
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OTHER INFORMATION

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

The engagement partner on the audit resulting in the
independent auditor’s report is Lee Wing Cheong, Wilfred.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 March 2019
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GeEmkEMEmNaER

For the year ended 31 December 2018 HZEZ—_ZT—\F+_A=+—HILFE

2018 2017
—E-N\F —E—+F
Notes HK$°000 HK$'000
BeE TERT TAT
Revenue A 5 3,212,625 2,794,811
Cost of sales HERAR (2,420,664) (2,022,139)
Gross profit Sl 791,961 772,672
Other income H A 7 40,835 50,657
Other gains and losses Hs R &R 8 4,998 (14,351)
Selling and distribution expenses HERDERY (153,420) (149,072)
Administrative expenses TR (199,118) (183,990)
Research and development costs e A (91,450) (83,999
Share of result of a joint venture DMEEEEEE 3,346 3,195
Finance costs BERA 9 (66,350) (35,219)
Profit before taxation MR AT 12 330,802 359,893
Income tax expense FTSRiAY 13 (50,570) (56,258)
Profit for the year FEER 280,232 303,635
Other comprehensive (expense) income:  H2E (Bx) Kz :
ltems that may be reclassified HignaesshniE
subsequently to profit or loss: B=MIEE ¢
Exchange differences arising on MEEINETSE R
translation of foreign operations b5 = XE (141,249) 181,926
Share of translation reserve of DMEEETERNBRE
a joint venture 1 (612) 906
Fair value gain on an available-for-sale AL ESREE
financial asset B AT A - 515
Reclassified to profit or loss on REE—IRA RS
disposal of an available-for-sale SRAERENNE
financial asset ESEn - (250)
ltems that will not be reclassified to HEreshrBsBamn
profit or loss: HE
Fair value gain on investment in WEEBNRINATE
a partnership Wzs 900 -
Remeasurement of retirement benefit RNENEER =R
obligations, net of tax st (BHRTIE) 1,808 -
Other comprehensive (expense) income FREMEE (BAX) k&
for the year (139,153) 183,097
Total comprehensive income for the year FRZHENEEE 141,079 486,732
Profit (loss) for the year attributable to FREGRR (BE)
— Owners of the Company — ARAHEAA 283,553 304,219
— Non-controlling interests — JEE R (3,321) (584)
280,232 303,635
Total comprehensive income (expense) FRELZEKES
for the year attributable to (%) #%
— Owners of the Company S UNCIE 2PN 143,654 487,316
— Non-controlling interests — JEE R (2,575) (584)
141,079 486,732
Earnings per share BREF 16
- Basic (HK cents) - A& (B 27.34 29.45
— Diluted (HK cents) - #5F (B 27.29 29.29

104 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018




e

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

=
=l

7R 3R

As at 31 December 2018 R —ZE— N\F+-_A=+—H

2018 2017
—E-N\F —F—tF
Notes HK$’000 HK$’000
B &E FEx FHET
Non-current assets FREBEE
Property, plant and equipment WE - R LR 16 2,703,094 2,277,003
Prepaid lease payments FERRENK 17 118,331 103,021
Interest in a joint venture RaEPEER 18 35,147 32,413
Deposits b A 22 80,928 104,838
Investment in a partnership KESE T 19 18,642 -
Available-for-sale financial asset At ESRMEE 19 - 27,512
Deferred tax assets BIERIREE 31 4,371 74
2,960,513 2,545,561
Current assets REBEE
Inventories e 20 865,105 694,457
Prepaid lease payments FERENK 17 2,987 2,593
Trade and bills receivables Z 5 WG IE R R B 21 730,661 648,359
Other receivables, deposits and HabEWGRIE -« e Kk
prepayments BT FRIE 22 70,869 80,537
Amounts due from related companies  FEUEAEE A 15838 22 3,937 366
Pledged bank deposits EHIRIRITER 23 82,220 54,623
Short term bank deposits REERIRITIF 3K 23 12,249 11,687
Bank balances and cash RITHEBR LIRS 23 459,894 176,715
2,227,922 1,669,337
Current liabilities REBEE
Trade payables 2 5 HIE 24 208,961 181,616
Bills payables ANES 25 396,142 285,175
Other payables and accrued charges — H et 7B & g =+ & 26 222,676 183,344
Contract liabilities BRAEE 27 56,493 -
Bank borrowings RITEK 28 789,696 262,486
Obligations under finance leases B E AR 29 - 629
Tax payables B TIE 21,438 11,740
Bank overdrafts IRITEY 28 12,385 =
1,707,791 924,990
Net current assets RENEEFE 520,131 744,347
Total assets less current liabilities #EERREEE 3,480,644 3,289,908
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BB R

As at 31 December 2018 R —Z— \F+-_A=+—H

2018 2017
—E-N\F =+
Notes HK$’000 HK$’'000
LiE=3 FTET FHET
Non-current liabilities FREBEME
Bank and other borrowings RITREMIEK 28 1,004,462 977,776
Derivative financial instrument PTEemI A 30 3,195 4,426
Deferred income FRIEW A 5,282 7,044
Deferred tax liabilities EEBIERE 31 4,825 -
Retirement benefit obligations RREMNEE 33 5,460 -
1,023,224 989,246
Net assets EEFRE 2,457,420 2,300,662
Capital and reserves BEAXRHE
Share capital &N 32 10,397 10,365
Reserves HE 2,362,260 2,290,881
Equity attributable to owners of AATHEE AELERE
the Company 2,372,657 2,301,246
Non-controlling interests IR R 84,763 (584)
Total equity R 2,457,420 2,300,662
The consolidated financial statements on pages 104 to 21 043&:270;5 M 4r & B 47"7%%& ~EE $ g Eé
270 were approved by the Board of Directors on 20 March ZE-NFZAZTHABEREBATER
2019 and are signed on its behalf by: g
Lu Yuguang Zhang Haitao
EEX RSE
Chairman Executive Director
EY4 HITEE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
pr— GAENEDE
For the year ended 31 December 2018 HEZ—_T—N\F+_A=+—HIFE

Attributable to owners of the Company

ARREEAESL
Investment Retirement PRC Share Non-
Share Share revaluation Other benefit Special statutory Translation options  Retained controlling Total
Capital premium  reserve reserve  reserve reserve  reserve reserve reserve profits Total interests equity
REEfH RIER HEEE BRE FER

BA  RiEd e HftER W RERE E AEEE ffE RERF ES B RRlE
HK$'000 HK$'000 HK$000 HK$000 HK$000  HK$000 HK$000  HK$'000  HK$'000 HK$000 HK$'000 HK$'000  HK$'000
TEn  TER  FER TEn  FER TEn  FER FiER FTEgn  FEx  FER  TER FiEn

(Note a) (Noteb)  (Note c)
(Kita) (Mitb)  (Histc)
At 1 January 2017 R-E—+E-F-H 10288 568,963 (265) 106,715 - (13,070) 113,205 (189,436) 10,840 1,294,525 1,901,765 - 1,901,765
Profit for the year FRAER s o - - - - - - - 304219 304,219 (584) 303,635
Exchange differences arising on B EEINERELE)
translation of foreign operations EiEE - - - - - - - 181,926 - - 181,926 - 181,926
Share of tranlation reserve of AERELEN
ajoint venture BEGE s - - - - - - 906 - - 906 - 906
Fair value gain on available-for-salle  E 4t HESREEN
financial asset DTERE - - 515 - - - - - - - 515 - 515
Reclassffied to profit or loss on RHE—IFAfEE
disposal of an available-for-sale SHESER
financial asset BHHREER - - (250) = c = c S s = (250) s (250)
Other comprehensive income FEAMBZAMNX
for the year - - 265 - - - - 182,832 - - 183,097 - 183,097
Total comprehensive income FEEENEG
(expense) for the year (B &5 - - 265 - - - - 182,832 - 304219 487,316 (584) 486,732
Issue of new ordinary shares BFIARRRTEAR
of the Company (Note 32) (F332) 77 16,339 - - - - - - (8,109) - 8,307 - 8,307
Recognition of equity-settled DRELERD B
share-based payments (Note 34)  ERff3% (FiiE34) - - - - - - - - 1,708 = 1,708 - 1,703
Transfer from retained profits RREENEES
to the PRC statutory reserve - - - - - - 18,602 - - (18,602 - - -
Dividends recognised as distribution  #Z27 REIR &
(Note 14) (Hiz14) - = - = = c S - - s (O7.849) - (784
At 31 December 2017 RZB-tF+-A
=t+-A 10,365 585,302 - 106,715 - (13,070) 131,807 (6,604) 4,434 1,482,297 2,301,246 (584) 2,300,662
Adjustment (Note 2) % (Wi2) - - (015) - o o = = - (13623 (14,539) - (1453%)
At 1 January 2018 (restated) R=Z-NF-F-H
(&535)) 10,365 585,302 (915) 106,715 - (13,070) 131,807 (6,604) 4,434 1,468,674 2,286,708 (584) 2,286,124
Profit for the year FRAET s S S - - - - - - 283553 283553  (3,321) 280,232
Exchange differences arising on R EEINEREHE)
tranglation of foreign operations X EH 0 s s E 0 0 - (141,249) s - (141,249) - (141,249)
Share of translation reserve of AMEAECERERE
ajoint venture - - - - - - - (612) - - (612) - (612)
Fair value gain on investmentin -~ RAABARMATE
a partnership zs - - 900 - - - - - - - 900 - 900
Remeasurement of retirement RINEREANERN
benefit obligations, net of tax 58 (mHBRIE) - - - - 1,062 s S S = = 1,062 746 1,808
Other comprehensive income FREM AN
(expense) for the year (Bx) - - 900 - 1,062 - - (141,861) - - (139,899) 746 (139,153)
Total comprehensive income ERZERE (BX)
(expense) for the year ot - - 900 - 1,062 - - (141,861) - 283553 143,654 (2,575) 141,079
Issue of new ordinary shares of FIARERIEAR
the Company (Note 32) (Mi3E32) 2 6916 o S S S S - (3492) - 345 - 3456
Capital injection from non-controlling —F&Jefi B 2 2Rk
shareholder of a subsidiary BEEE - - - - - - - - - - - 57,526 57,526
Acquisition of a subsidiary (Note 35) Y — B LA
(f3E35) - - - - - - - - - - - 30,39 30,396
Transfer from retained profits to BRBRFEEREE
the PRC statutory reserve T - - - - - - 20951 - - (20951) - - -
Dividends recognised as distribution  #:35 REIILE.
(Note 14) (Hxt1a) e g e = e g g g - (,161)  (61,161) - 1e)
At 31 December 2018 RZB-NF+ZA
=t-f 10,397 592,218 (15) 106,715 1,062 (13,070) 152,758 (148,465) 942 1,670,115 2,372,657 84,763 2,457,420
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

;u/ \

For the year ended 31 December 2018 & Z=—

Notes:

108

—H— N\ /.
1: = 44 @J ?E

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 Capital Investment Limited and Lakefront
Capital Investment Limited and the share capital of Best
Pacific Textile Holdings Limited (“BPT Holding”) prior to the
completion of a group reorganisation on 16 January 2014.

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

The People’s Republic of China (the “PRC”) statutory
reserve is non-distributable and the transfer to this reserve is
determined according to the relevant law in the PRC and by
the board of directors of the PRC subsidiaries in accordance
with the Articles of Association of the subsidiaries. It can be
used to make up for previous year’s losses or convert into
additional capital of the PRC subsidiaries of the Company.
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For the year ended 31 December 2018 #Z=Z—%

CONSOLIDATED STATEMENT OF CASH FLOWS

= RANEY

HEERESREER
CFf—R=t-RiLEE

2018 2017
—E-N\F “T+tF
HK$’000 HK$'000
THER THL
Operating activities geEy
Profit before taxation BRES AR R 330,802 359,893
Adjustments for: ABTIBBELRE
Interest income MERA (9,179) (4,040)
Finance costs %3‘15561‘ 66,350 35,219
Share of result of a joint venture NMEEELERE (3,346) (3,195)
Depreciation of property, 0% - BERRENE
plant and equipment 234,818 163,036
Change in fair value of derivative TEER I AR
financial instrument ATEEE (1,231) (484)
(Gain) loss on disposal of property, HEYE  BEX
plant and equipment FfE (W) B1E (560) 913
Net remeasurement of credit loss allowance BHRMGEEEBERE
for trade receivables B2 8,086 -
Share-based payment expenses R BEREOFNFKES - 1,703
Amortisation of prepaid lease payments BHBAEERNRK 2,893 2,495
Amortisation of deferred income BHEERA (1.311) (1,096)
Unrealised exchange (gain) loss MEEEERBAR
arising on translation of current BFELNRER
accounts within group entities BX (W) B1E (9,998) 23,952
Dividend income from an available-for-sale KE—TEAHEE
financial asset SREBEZREMA - (1,316)
Gain on disposal of an available-for-sale HE—BAfHE
financial asset SREERNKE = (250)
Operating cash flows before movements HBESEBAN
in working capital RERETE 617,324 566,330
Increase in inventories FEEM (128,130) (152,572)
Increase in trade and BHRUGUR R EKERE
bills receivables 2N (110,609) (72,985)
Decrease (increase) in other receivables, HRYHIE  RER
deposits and prepayments BRFERS (1) 28,172 (7,049)
Increase in trade payables B A EFIREM 14,137 563,053
Increase (decrease) in bills payables FENZEEM ORd) 124,423 (45,002)
Increase (decrease) in other payables and HihEMFUE L ETER
accrued charges 20 Caid) 19,106 (25,020
Increase in contract liabilities AHBEEMN 37,082 -
Increase in retirement benefit obligations RINEFMEEEN 88 -
Cash generated from operations REEEmERE 601,593 317,255
Income tax paid ERETER (38,613) (82,413)
Net cash from operating activities RETBMERETE 562,980 234,842
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CONSOLIDATED STATEMENT OF CASH FLOWS
n\/\ Eﬁz 7 //ILE%%

For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

2018 2017
—E-N\E —T+F
Note HK$'000 HK$'000
Bzt FHET FAEL
Investing activities REEH
Placement of pledged bank deposits FHREERRITER (180,801) (121,488)
Withdrawal of pledged bank deposits REREHEARI TR 149,671 132,443
Interests received E 478 9,211 4,113
Payment for prepaid lease payments Y ABEARENK (20,130) (24,084)
Addition of property, plant and equipment RENE - BFEREHE (607,910) (1,010,327)
Net cash outflow from acquisition ¢ el =UNS )
of a subsidiary BemFE 35 (30,496) =
Proceeds from disposal of property, HENE - BER
plant and equipment REBEHE 18,912 2,096
Dividend income from an available-for-sale A — B
financial asset SREEREMA - 1,316
Distribution from a partnership REAEARNAR 8,240 =
Proceeds from disposal of an HE—HA I E
available-for-sale financial asset SRBEMSHE - 3,250
Placement of short term bank deposits with FHEEEHA ﬁi@i{ﬂ
original maturity over 3 months ZRHRITIER (1,115,863) (820,271)
Withdrawal of short term bank deposits RIRREE B HEA
with original maturity over 3 months =l A2 BB TTER 1,114,729 822,802
Payment for additional interest XHR—FEaBRRL
in a joint venture BIMER - (M)
(Advance to) repayment from (B%T) B
a related company BEARER (494) 332
Net cash used in investing activities RETHMAREFE (654,931) (1,009,889)
Financing activities AMEEE
Interests paid ERHE (62,887) (34,728)
Dividends paid ERRE (61,161) (97,845)
Proceeds from issue of new shares STHRAENE 3,456 8,307
Capital injection from a non-controlling —RM B A AR
shareholder of a subsidiary BEEE 57,526 =
New bank borrowings raised ILRITRER 611,493 773,432
New syndicated loan raised TEREEN 302,000 1,000,000
Transaction cost paid on syndicated loan FEEREARZHA - (28,000)
Loan from a non-controlling shareholder RE—AIHE Hxﬂx%ﬁ’l“«m 5,850 -
Repayment of bank borrowings BERITER (397,023) (508,310)
Repayment of syndicated loan & ‘@f&'l%m (86,000) (691,569)
Repayment of obligations under finance leases EBEMEMEAE (629) (5,302)
Net cash from financing activities RETHRERETFE 372,625 515,989
Net increase (decrease) in cash and ReRASEEMEM
cash equivalents (RY) B8 280,674 (259,058)
Cash and cash equivalents at beginning FONBRERESEEY
of the year 176,715 424,540
Effect of foreign exchange rate changes EREHHTE (9,880) 11,233
Cash and cash equivalents at end of FRNBERBESEEY
the year, represented by HNTFFEERE 447,509 176,715
Bank balances and cash ROBEBEES 459,894 176,715
Bank overdrafts RITEX (12,385) =
447,509 176,715
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B SRR Y

For the year ended 31 December 2018 HZE=—Z— N\F+-_A=+—HILFE

GENERAL INFORMATION

The Company was incorporated as an exempted
company and registered in the Cayman Islands with
limited liability under the Companies Law Chapter
22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands on 14 June 2013. Its immediate
and ultimate holding company is Grandview Capital
Investment Limited, which is incorporated in the
British Virgin Islands (“BVI”) 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 address of the Company’s registered
office and principal place of business are disclosed
in the corporate information section to the annual
report.

The functional currency of the Company is Hong
Kong dollar (“HK$”), which is the same as the
presentation currency of the consolidated financial
statements.

—RER
ARARR-_ZE—ZFATHBARE
e AP FE2ERTE (— N
—FEZRER  KERERIEE]) £
HERETMALAEREBRA
7] o HE#E M &EIZER A RGrandview
Capital Investment Limited/&7 H B i
ZHES([KBELZHEBE]) MK
WHARREERAITESERLL
£ (TBR%E]) 2EHEANRAR - AR
IRHEBE - E—WNERA-+=H
BEBBHAERZFABMRAR (B
Frl) ERE™M - AR GFMRERER
FELEMB NI BEBRERAERERA
RIER—& -

ApmmIhgeEBRET ([Ex)l) -
NREAMBHREANZIEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B R Y

For the year ended 31 December 2018 #EZ=—F—N\F+-_A=+—HILFE

2. APPLICATION OF NEW AND 2.
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

New and Amendments to HKFRSs that are
mandatorily effective for the current year

The Group has applied the following new and
amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”)
for the first time in the current year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers and the related
Amendments

HK(FRIC)-Int 22 Foreign Currency Transactions
and Advance Consideration

Amendments to Classification and Measurement

HKFRS 2 of Share-based Payment
Transactions
Amendments to  Applying HKFRS 9 Financial
HKFRS 4 Instruments with HKFRS 4

Insurance Contracts

Amendments to  As part of the Annual
HKAS 28 Improvements to HKFRSs
2014-2016 Cycle

Amendments to Transfers of Investment
HKAS 40 Property

Except as described below, the application
of the new and amendments to HKFRSs and
interpretation in the current year has had no material
impact on the Group’s financial performance and
positions for the current and prior years and/or
on the disclosures set out in these consolidated
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B SRR Y

For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

APPLICATION OF NEW AND
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

2.1

HKFRS 15 “Revenue from Contracts
with Customers”

The Group has applied HKFRS 15 for the
first time in the current year. HKFRS 15
superseded HKAS 18 “Revenue”, HKAS 11
“Construction Contracts” and the related
interpretations.

The Group has applied HKFRS 15
retrospectively with the cumulative effect of
initially applying this standard recognised
at the date of initial application, 1 January
2018. Any difference at the date of initial
application is recognised in the opening
retained profits (or other components of
equity, as appropriate) and comparative
information has not been restated.
Furthermore, in accordance with the
transition provisions in HKFRS 15, the
Group has elected to apply the standard
retrospectively only to contracts that are not
completed at 1 January 2018. Accordingly,
certain comparative information may not be
comparable as comparative information was
prepared under HKAS 18 “Revenue” and
HKAS 11 “Construction Contracts” and the
related interpretations.

The Group recognises revenue from the
following major sources which arise from
contracts with customers:

J Manufacturing and trading of elastic
fabric and lace

o Manufacturing and trading of elastic
webbing

ERAHIEENBEREZEAL
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B R Y

For the year ended 31 December 2018 #EZ=—F—N\F+-_A=+—HILFE

2. APPLICATION OF NEW AND 2. ERAFEBHKREEL
AMENDMENTS TO HONG ((EENBREER] REE
KONG FINANCIAL REPORTING HEE-P)

STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are AEECRIIERNFITE BT KR

mandatorily effective for the current year EEAREBITR (&

(Continued)

21 HKFRS 15 “Revenue from Contracts 21 EBMBE®RSEAEISH K
with Customers” (Continued) BEFEHNZWALIE)
Information about the Group’s performance AEEERBEBY RS ER
obligations and the accounting policies FISHAMBHRMBNEERS
resulting from application of HKFRS 15 are ST BB R D B HE B R M FES
disclosed in Notes 5 and 3 respectively. K3 e
Summary of effects arising from initial BAEHREEEHREGERZE
application of HKFRS 15 16598 EE £ ) 52 2Lt
Based on the assessment of the Group, the BEAEBENFTE  AQAE
directors of the Company consider that the EREBRXEREBUBRE
initial application of HKFRS 15 has resulted R EGREERNELHEE
in more disclosures and reclassification NEFDERAE (BT
adjustment as disclosed below, however, B) BrTeREr kAT est
there is no material impact on the timing IR ANRRE RS REE
and amounts of revenue recognised in the EERTE -
current and prior accounting periods.

The following reclassification adjustment rE HR_ZFT—-—NF—H
was made to the amounts recognised in the — MRS BERRARERDN
consolidated statement of financial position SHIELUTERDEAE -
at 1 January 2018. Line items that were IREEZEBYIEEREA -
not affected by the changes have not been
included.
Carrying amounts Carrying amounts
previously under
reported at 31 HKFRS 15 at 1
December 2017 Reclassification January 2018
REEBHE
BEERE155
ERZE—+F R-Z-NF
+-A=+—H —-A—A#1
ERNEREE BN E REE
HK$'000 HK$'000 HK$’000
FET FAT THT
(Note)
(M3
Current Liabilities RBEE
Other payables and At ENFIERETER
accrued charges 183,344 (19,411) 163,933
Contract liabilities BHEE - 19,411 19,411
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

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

Summary of effects arising from initial

application of HKFRS 15 (Continued)

Note: As at 1 January 2018, advances from
customers of HK$19,411,000 in respect of
manufacturing and trading of elastic fabric,
lace and elastic webbing contracts previously

included in other payables and accrued
charges were reclassified to contract liabilities.

The impacts of applying HKFRS 15 on the
Group’s consolidated statement of financial
position as at 31 December 2018 for each
of the line items affected and consolidated
statement of cash flows for the year ended
31 December 2018 are set out below. Line
items that were not affected by the changes
have not been included.

ERHIETEYBEREZEL
Ui%%ﬁﬁ%ﬁwﬁﬁﬁﬁ
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21 BFERBMBREERFIGK[RK
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APPLICATION OF NEW AND 2. ERAHEBYMBIHREGEL
AMENDMENTS TO HONG (F@z&ﬂ%iﬁ%‘—’% al]) REE
KONG FINANCIAL REPORTING RN (&)

STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are AEECRFAERNFIT BB KR

mandatorily effective for the current year HEAREEETAR ()

(Continued)

21 HKFRS 15 “Revenue from Contracts 21 BERUBBEEREIGH] R
with Customers” (Continued) BEFEHZWBALIE)
Summary of effects arising from initial BAEHAEEYNEREERE
application of HKFRS 15 (Continued) 16 ELR 25 (; ft)
Impact on the consolidated statement of HEREMBEARR KT
financial position

Amounts
without
application of
As reported  Reclassification HKFRS 15
REREE
MRS %R
E 3R BHHE FISRIEE
HK$’000 HK$’000 HK$’'000
FAET FA&T FAT
Current Liabilities nRBEE
Other payables and H Ath & FIB K
accrued charges fEETER 222,676 56,493 279,169
Contract liabilities BHEE 56,493 (56,493) =
Impact on the consolidated statement of HinaBRaeRERNTE
cash flows
For the purposes of reporting cash flows MEREE_ZT—N\F+_A
from operating activities under indirect =+—81t $ BB E AR
method for the year ended 31 December By RS EHMERSREM
2018, movements in contract liabilities S AN BEENREMENKIE
and other payables and accrued charges &J"g‘ HERANEFHIERE_=Z

RS RR M &L

For the year ended 31 December 2018 &= —%

R R

have been computed based on opening
consolidated statement of financial position
as at 1 January 2018 as disclosed above.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

APPLICATION OF NEW AND
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

2.2

HKFRS 9 “Financial Instruments”

In the current year, the Group has applied
HKFRS 9 “Financial Instruments” and the
related consequential amendments to
other HKFRSs. HKFRS 9 introduces new
requirements for (1) the classification and
measurement of financial assets and financial
liabilities, (2) expected credit losses (“ECL”)
for financial assets and (3) general hedge
accounting.

The Group has applied HKFRS 9 in
accordance with the transition provisions set
out in HKFRS 9, i.e. applied the classification
and measurement requirements (including
impairment under ECL model) retrospectively
to instruments that have not been
derecognised as at 1 January 2018 (date
of initial application) and has not applied
the requirements to instruments that have
already been derecognised as at 1 January
2018. The difference between carrying
amounts as at 31 December 2017 and the
carrying amounts as at 1 January 2018 are
recognised in the opening retained profits
and other components of equity, without
restating comparative information.

Accordingly, certain comparative information
may not be comparable as comparative
information was prepared under HKAS 39
“Financial Instruments: Recognition and
Measurement”.

Accounting policies resulting from application
of HKFRS 9 are disclosed in Note 3.
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APPLICATION OF NEW AND 2. ERAHITEBNBREGER
AMENDMENTS TO HONG (BB ERSFEN]) REB
KONG FINANCIAL REPORTING HE N
STANDARDS (“HKFRSs”) (Continued)
New and Amendments to HKFRSs that are AFEECRIERNFITET B KR
mandatorily effective for the current year HEAREEETAR ()
(Continued)
2.2 HKFRS 9 “Financial Instruments” 22 EAMBHREENFIRIEM
(Continued) IR|(&)
Summary of effects arising from initial BXERE BB HEERAEI
application of HKFRS 9 T B R EE
The table below illustrates the classification TRAERBERNEREEYE
and measurement of financial assets and EERFEIRZH (ZE—N
items subject to ECL under HKFRS 9 and F-A—R)NEREESER
HKAS 39 and the corresponding tax impact SFERIBBRE BV GRS LR
at the date of initial application of HKFRS 9, FOT R EREGFTERE9RE
1 January 2018. RIEHEESEMNIER RAE
MIERE -
Available-
for-sale  Investment Investment
financial ina Trade  Deferred  revaluation  Retained
asset  partnership  receivables  tax assets reserve profits
e k& g% il k&
SHEE 40D BYmE  HEEE EMBE REE
Notes HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000
sk TiEn T T T T T
Closing balance at RoE-+E+-B=1-A
31 December 2017 - RS -
HKAS 39 FREHENIR00R 21512 - 639089 774 - 1482007
Effect arising from initial BRERERNEHEE
application of HKFRS 9: HOREENTE.
Reclassification ENqE
From avallable-for-sale BUHHESHEE @
financial asset (27512) 21512 - - - -
Remeasurement Effite
From cost less impaiment BRARELHEELTE [
to fair value - (915) - - (915) -
Impaiment under ECLmodel ~ BAEESEERATHEE () - - (16,231) 2608 = (13629
Opening balance at W-8-NE-B-R
1 January 2018 hEs Y A/ Y 015 1468674
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

APPLICATION OF NEW AND
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

2.2

HKFRS 9 “Financial Instruments”
(Continued)

Summary of effects arising from initial
application of HKFRS 9 (Continued)

Notes:

(@)

Available-for-sale financial asset

The Group elected to present in other
comprehensive income for the fair value
changes of its investment in a partnership
previously classified as available-for-sale
financial asset, which is related to unlisted
partnership previously measured at cost
less impairment under HKAS 39. These
investments are not held for trading and
not expected to be sold in the foreseeable
future. At the date of initial application
of HKFRS 9, HK$27,512,000 were
reclassified from available-for-sale financial
asset to investment in a partnership at
fair value through other comprehensive
income (“FVTOCI”). The fair value loss of
HK$915,000 relating to those unlisted equity
investment previously carried at cost less
impairment were adjusted to investment in
a partnership at FVTOCI and investment
revaluation reserve as at 1 January 2018.
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APPLICATION OF NEW AND 2.
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year

(Continued)
2.2 HKFRS 9 “Financial Instruments”
(Continued)

Summary of effects arising from initial
application of HKFRS 9 (Continued)

Notes: (Continued)
(b) Impairment under ECL model

The Group applies the HKFRS 9 simplified
approach to measure ECL which uses a
lifetime ECL for all trade receivables. To
measure the ECL, trade receivables have
been grouped based on shared credit risk
characteristics.

Except for those which had been determined
as credit impaired under HKAS 39, ECL
for other financial assets at amortised cost,
including bills receivables, other receivables
and deposits, amounts due from related
companies, pledged bank deposits, short
term bank deposits, bank balances and
cash, are assessed on 12-month ECL (“12m
ECL”) basis as there had been no significant
increase in credit risk since initial recognition.

As at 1 January 2018, additional credit loss
allowance of HK$16,231,000 has been
recognised against retained profits. The
additional credit loss allowance is charged
against trade receivables through credit loss
allowance account. The deferred tax assets
as at 1 January 2018 also increased by
HK$2,608,000.

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018

FECRH LRV T BIHBR
EAREBRTR (&)

22 ERMBHRELEDFSEISR
TRI#E)

BXERE B HEHEEREI
RELRZEBL ()

MieE : (&)
() EHEEEBREXAETHNRE

AEBERBEBYBRSE LR
FORBEHAAEBERAEE
B8 - s B SRR
R=HBEMERER - RFTE
BHIEEEE - EHRWKIE
ERBARMNEERBEHES

-

BRIRIE & B @5 #5395
BTAEEREZEBN &
BHERANENEMS@E
E(BERKEE  HaElk
REBEREE - BRI R
H - BRI ER  EHR
TER  RITEHERS) B
FEHEEEERBE & RERN
RIZERBRIEARBEHN - TD
B2 ATEHEERE (12
gﬁﬁ%%ﬁﬁﬁﬁ%ﬁﬁ

RZZE—NF—A—B ' B#R
BRAERBIMEEBRERE
16,231,000/ T > BNz B
BERESBEEBHERER
BEZREWFIBEFTRME - K=
T N\F— A —BRRERIE
EEJME12,608,000/5 7T ©




OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B R Y

For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

2.2 HKFRS 9 “Financial Instruments”
(Continued)

Summary of effects arising from initial
application of HKFRS 9 (Continued)

Notes: (Continued)

(b) Impairment under ECL model (Continued)

All credit loss allowances for financial assets
at amortised cost as at 31 December
2017 reconciled to the opening credit loss
allowances as at 1 January 2018 are as

ERAMIERY B RS ER
(Fi%ﬂﬂﬁiﬁ%ﬁﬁﬂj) K EHAZ
al AN (%)

AEECRBERNHRI B BHBER
HEAAREBETE (&)

22 EHMBREEDFSRI&H
IR|(#&)
B R B BB 2R & E R E9
GEE A L (4E)

MaE : (&)
(b) i}%fﬁ%%%%ﬁiiﬁlﬁ?ﬁ@ﬁﬁ

R_FE—tF+_A=1+—8
ZIREHRA DR S BB E
MG EEBERBEN_T
—N\E-A-BZHBNEEB

follows: BREEHRNT ¢
Trade
receivables
B 5 EWRIE
HK$’'000
FET
As 31 December 2017 — HKAS 39 RZZ—+tF+ZA=+—H-—
BB GFTHERIZE395% 1,213
Amounts remeasured through FERETIRE BT
opening retained profits BHEZSE 16,231
At 1 January 2018 R-ZE—-N\E¥—HF—H 17,444
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APPLICATION OF NEW AND 2.
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but
not yet effective
The Group has not early applied the following

new and amendments to HKFRSs that have been
issued but are not yet effective:

HKFRS 16 Leases'

HKFRS 17 Insurance Contracts?

ERAMIERVB RS ER
Ui%ﬁﬁﬁ%ﬁwﬁﬁﬂﬁ
sl AN (%)

EEMERERNHTEBH KR
HEEAREMBITR
AEEVEIEFEAUTEEMER
ii%%%ﬁ%ﬁéi%ﬁﬂ%%&%%ﬁ,ﬁﬂ&ﬁ
CHEE

BEMBHREEN  HE

HK(FRIC)-Int 23

Amendments to

Uncertainty over Income Tax
Treatments!

Definition of a Business*

HKFRS 3
Amendments to Prepayment Features with
HKFRS 9 Negative Compensation'

Amendments to
HKFRS 10 and

Sale or Contribution of Assets
between an Investor and its

HKAS 28 Associate or Joint Venture®
Amendments to Definition of Material®
HKAS 1
and HKAS 8
Amendments to Plan Amendment, Curtailment
HKAS 19 or Settlement!
Amendments to Long-term Interests in Associates
HKAS 28 and Joint Ventures'
Amendments to Annual Improvements to
HKFRSs HKFRSs 2015-2017 Cycle!

2165

BB BREER R &2
E1758

5 (BBRUBHE  MEHEEN
RELREe)- THEE M
BEE235

B BEREER E¥BHTER
F35% (BRIA)

BB REER EHEHEZ
F (BRIA) RATE SR

BAPEREER REZENEBENT
F10FEREEE: FARPEHE
ER|E285 (BRI A) JEAEES

BB LR EARTES
F1RRE B

ERIFBTE (BFTA)

U Effective for annual periods beginning on or after 1
January 2019.

s Effective for annual periods beginning on or after 1
January 2021.

& Effective for annual periods beginning on or after a
date to be determined.

& Effective for business combinations and asset
acquisitions for which the acquisition date is on
or after the beginning of the first annual period
beginning on or after 1 January 2020.

& Effective for annual periods beginning on or after 1
January 2020.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

APPLICATION OF NEW AND
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

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

Except for the new HKFRS mentioned below,
the directors of the Company anticipate that the
application of all other new and amendments
to HKFRSs will have no material impact on the
consolidated financial statements in the foreseeable
future.

HKFRS 16 “Leases”

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

HKFRS 16 distinguishes lease and service contracts
on the basis of whether an identified asset is
controlled by a customer. In addition, HKFRS 16
requires sales and leaseback transactions to be
determined based on the requirements of HKFRS
15 as to whether the transfer of the relevant asset
should be accounted as a sale. HKFRS 16 also
includes requirements relating to subleases and
lease modifications.

Distinctions of operating leases and finance leases
are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a
corresponding liability have to be recognised for all
leases by lessees, except for short-term leases and
leases of low value assets.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

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

HKFRS 16 “Leases” (Continued)

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

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

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

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

HKFRS 16 “Leases” (Continued)

Other than certain requirements which are also
applicable to lessor, HKFRS 16 substantially carries
forward the lessor accounting requirements in
HKAS 17, and continues to require a lessor to
classify a lease either as an operating lease or a
finance lease.

Furthermore, extensive disclosures are required by
HKFRS 16.

As at 31 December 2018, the Group has non-
cancellable operating lease commitments of
HK$137,764,000 as disclosed in Note 36. A
preliminary assessment indicates that these
arrangements will meet the definition of a lease.
Upon application of HKFRS 16, the Group will
recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they
qualify for low value or short-term leases.
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APPLICATION OF NEW AND
AMENDMENTS TO HONG

KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

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

HKFRS 16 “Leases” (Continued)

In addition, the Group currently considers
refundable rental deposits paid of HK$3,271,000
as rights and obligations under leases to which
HKAS 17 applies. Based on the definition of lease
payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying
assets, accordingly, the carrying amounts of such
deposits may be adjusted to amortised cost.
Adjustments to refundable rental deposits paid
would be considered as additional lease payments
and included in the carrying amount of right-of-use
assets.

The application of new requirements may result
in changes in measurement, presentation and
disclosure as indicated above.

The Group intends to elect the practical expedient
to apply HKFRS 16 to contracts that were
previously identified as leases applying HKAS
17 and HK(FRIC)-Int 4 “Determining whether an
Arrangement contains a Lease” and not apply this
standard to contracts that were not previously
identified as containing a lease applying HKAS 17
and HK(IFRIC)-Int 4. Therefore, the Group will not
reassess whether the contracts are or contain a
lease which already existed prior to the date of
initial application. Furthermore, the Group intends
to elect the modified retrospective approach for
the application of HKFRS 16 as lessee and will
recognise the cumulative effect of initial application
to opening retained profits without restating
comparative information.
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SIGNIFICANT ACCOUNTING
POLICIES

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

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

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

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

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

° 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

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

The principal accounting policies adopted are set
out below.

Basis of consolidation

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

° has power over the investee;

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

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

Basis of consolidation (Continued)

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

Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and
ceases when the Group loses control of the
subsidiary. Specifically income and expenses of a
subsidiary acquired or disposed of during the year
are included in the consolidated statement of profit
or loss and other comprehensive income from the
date the Group gains control until the date when
the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the
Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-
controlling interests even if this results in the non-
controlling interests having a deficit balance.

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.

Non-controlling interests in subsidiaries are
presented separately from the Group’s equity
therein, which represent present ownership interests
entitling their holders to a proportionate share of net
assets of the relevant subsidiaries upon liquidation.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations

Acquisitions of businesses are accounted for
using the acquisition method. The consideration
transferred in a business combination is measured
at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to
the former owners of the acquiree and the equity
interests issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are recognised
at their fair value, except that:

° deferred tax assets or liabilities, and assets
or liabilities related to employee benefit
arrangements are recognised and measured
in accordance with HKAS 12 “Income
Taxes” and HKAS 19 “Employee Benefits
respectively”;

° liabilities or equity instruments related to
share-based payment arrangements of
the acquiree or share-based payment
arrangements of the Group entered into to
replace share-based payment arrangements
of the acquiree are measured in accordance
with HKFRS 2 “Share-based Payment” at
the acquisition date (see the accounting
policy below); and

o assets (or disposal groups) that are classified
as held for sale in accordance with HKFRS
5 “Non-current Assets Held for Sale and
Discontinued Operations” are measured in
accordance with that standard.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations (Continued)

Goodwill is measured as the excess of the sum
of the consideration transferred, the amount of
any non-controlling interests in the acquiree, and
the fair value of the acquirer’s previously held
equity interest in the acquiree (if any) over the net
amount of the identifiable assets acquired and the
liabilities assumed as at acquisition date. If, after
re-assessment, the net amount of the identifiable
assets acquired and liabilities assumed exceeds the
sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the
fair value of the acquirer’s previously held interest
in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase
gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the relevant subsidiary’s net assets in
the event of liquidation are initially measured at
the non-controlling interests’ proportionate share
of the recognised amounts of the acquiree’s
identifiable net assets or at fair value. The choice of
measurement basis is made on a transaction-by-
transaction basis.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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. Changes in net assets of the joint venture
other than profit or loss and other comprehensive
income are not accounted for unless such changes
resulted in changes in ownership interest held by the
Group. 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 or acquisition of
additional interest 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 Group assesses whether there is an objective
evidence that the interest in a joint venture may be
impaired. When any objective evidence exists, 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 from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in Note 2)

Under HKFRS 15, the Group 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.

A performance obligation represents a good or
service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services that
are substantially the same.

Control is transferred over time and revenue is
recognised over time by reference to the progress
towards complete satisfaction of the relevant
performance obligation if one of the following
criteria is met:

° the customer simultaneously receives and
consumes the benefits provided by the
Group’s performance as the Group performs;

° the Group’s performance creates and
enhances an asset that the customer
controls as the Group performs; or

° the Group’s performance does not create an
asset with an alternative use to the Group
and the Group has an enforceable right to
payment for performance completed to date.

Otherwise, revenue is recognised at a point in time
when the customer obtains control of the distinct
good or service.

The Group’s revenue from sales of goods is
recognised at a point in time when goods
are delivered and control has been passed to
customers.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in Note 2) (Continued)

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for
which the Group has received consideration (or an
amount of consideration is due) from the customer.

Revenue recognition (prior to 1 January 2018)

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

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

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

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

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

Government grants

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

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

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

Research and development expenditure

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

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

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

° the intention to complete the intangible asset

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

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

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

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

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

Property, plant and equipment

Property, plant and equipment, other than
properties in the course of construction for
production, supply or administrative purposes, are
stated in the consolidated statement of financial
position at cost less subsequent accumulated
depreciation and subsequent accumulated
impairment losses, if any.

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

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

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

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

Buildings under development for future owner-
occupied purpose

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

Impairment of non-financial assets

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

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

Impairment of non-financial assets (Continued)

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

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

Leasing

Leases are classified as finance leases whenever
the terms of the lease transfer substantially all the
risks and rewards of ownership to the leases. All
other leases are classified as operating leases.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leasing (Continued)
The Group as lessee

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

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

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

Leasehold land and building

When the Group makes payments for a property
interest which a lease includes both leasehold 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 leasehold land and the building
elements in proportion to the relative fair values
of the leasehold interests in the land element and
building element at initial recognition.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leasing (Continued)
Leasehold land and building (Continued)

To the extent the allocation of the relevant 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 leasehold land and building elements,
the entire property is generally classified as if the
leasehold land is under a finance lease.

Foreign currencies

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

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

Foreign currencies (Continued)

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

Retirement benefit costs and termination
benefits

Payments to defined contribution retirement
benefit plans (such as state-managed retirement
benefit schemes, the Mandatory Provident Fund
Scheme and the State Social Insurance Fund) are
recognised as an expense when employees have
rendered service entitling them to the contributions.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Retirement benefit costs and termination
benefits (Continued)

For defined benefit retirement benefit plans, the
cost of providing benefits is determined using
the projected unit credit method, with actuarial
valuations being carried out at the end of each
annual reporting period. Remeasurement,
comprising actuarial gains and losses, the effect
of the changes to the asset ceiling (if applicable)
and the return on plan assets (excluding interest),
is reflected immediately in the consolidated
statement of financial position with a charge or
credit recognised in other comprehensive income
in the period in which they occur. Remeasurement
recognised in other comprehensive income is
reflected immediately in retained profits and will not
be reclassified to profit or loss. Past service cost is
recognised in profit or loss in the period of a plan
amendment. Net interest is calculated by applying
the discount rate at the beginning of the period to
the net defined benefit liability or asset.

Defined benefit costs are categorised as follows:

° service cost (including current service cost,
past service cost, as well as gains and
losses on curtailments and settlements);

° net interest expense or income; and
o remeasurement.

The retirement benefit obligation recognised in
the consolidated statement of financial position
represents the actual deficit or surplus in the
Group’s defined benefit plans. Any surplus resulting
from this calculation is limited to the present value
of any economic benefits available in the form
of refunds from the plans or reductions in future
contributions to the plans.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Retirement benefit costs and termination
benefits (Continued)

A liability for a termination benefit is recognised at
the earlier of when the Group entity can no longer
withdraw the offer of the termination benefit and
when it recognises any related restructuring costs.

Discretionary contributions made by employees or
third parties reduce service cost upon payment of
these contributions to the plan.

When the formal terms of the plans specify that
there will be contributions from employees or third
parties, the accounting depends on whether the
contributions are linked to service, as follows:

° If the contributions are not linked to services
(for example contributions are required to
reduce a deficit arising from losses on plan
assets or from actuarial losses), they are
reflected in the remeasurement of the net
defined benefit liability (asset).

° If contributions are linked to services, they
reduce service costs. For the amount
of contribution that is dependent on the
number of years of service, the entity
reduces service cost by attributing the
contributions to periods of service using the
attribution method required by HKAS 19
paragraph 70 for the gross benefits. For the
amount of contribution that is independent
of the number of years of service, the entity
reduces service cost in the period in which
the related service is rendered.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Short-term employee benefits

Short-term employee benefits are recognised at
the undiscounted amount of the benefits expected
to be paid as and when employees rendered the
services. All short-term employee benefits are
recognised as an expense unless another HKFRS
requires or permits the inclusion of the benefit in the
cost of an asset.

A liability is recognised for benefits accruing to
employees (such as wages and salaries, annual
leave and sick leave) after deducting any amount
already paid.

Borrowing costs

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

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

Taxation

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

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

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

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and interest in joint venture, except
where the Group is able to control the reversal of
the temporary difference and it is probable that
the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with
such investments and interests are only recognised
to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are
expected to reverse in the foreseeable future.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Taxation (Continued)

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

Inventories

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

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 statement of
financial position when a group entity becomes a
party to the contractual provisions of the instrument.
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 market place.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are
initially measured in accordance with HKFRS 15
since 1 January 2018. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value
through profit or loss (“FVTPL”) are added to or
deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial
liabilities at FVTPL are recognised immediately in
profit or loss.

TESHBE (#)

4]

AR EBARBESFEREREAE
KEEEE MARBAIRETRET
ZETHAHSESREL A MGG
o BIRERR A o

ERASBEBN TR RREHEER
RETEREETMFEREFELNRE
et & Wit RBEEENER K
THEEN - MBRERETRER TG
AENREESREE  BHEKAEE
SERRSARENRE (HEENE
REEFEEKN) -

$RTHE

EEEEBRATLAANERXHET L
TR eREENERABREAY
BIRARER - TEREE T AEE
FHENESREENRR H HEERE
REBUHEHER - WEFSABESL
ENBEERBEERNTS LR
HIEFIRENRKEERANTENTE
BE -

RE-Z-N\F-A—ARBREEL
MBREERN BRI T ENKE
BEPANZESRWGASN - €A
ENERBBEVNIRATEMNE - W
BARTEREELREREE (BB
BaERAFE ((ERBERRATE]D
AENEMEERSBEERIN) M
BEERBENRSEATIN G RERE
MAZREELETMAEBEN A FEX
BeREEXRTHMABNRFEMR
(AEm) - WA BB RIE N FER
ENSRMEEXCRBEMEREN
32 5 AR AR BB iR 25 HERR o

BEERERERAR / — 2 \FFR 149




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B R Y

iy 3

For the year ended 31 December 2018 #{Z=—%

150

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)

The effective interest method is a method of
calculating the amortised cost of a financial
asset or financial liability and of allocating interest
income and interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
and 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 asset or financial liability, or, where
appropriate, a shorter period, to the net carrying
amount on initial recognition.

Financial assets

Classification and subsequent measurement of
financial assets (upon application of HKFRS 9 in
accordance with transitions in Note 2)

Financial assets that meet the following conditions
are subsequently measured at amortised cost:

° the financial asset is held within a business
model whose objective is to collect
contractual cash flows; and

° the contractual terms give rise on specified
dates to cash flows that are solely payments
of principal and interest on the principal
amount outstanding.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement
of financial assets (upon application of HKFRS
9 in accordance with transitions in Note 2)
(Continued)

Financial assets that meet the following conditions
are subsequently measured at FVTOCI:

° the financial asset is held within a business
model whose objective is achieved by both
collecting contractual cash flows and selling;
and

° the contractual terms give rise on specified
dates to cash flows that are solely payments
of principal and interest on the principal
amount outstanding.

All other financial assets are subsequently
measured at FVTPL, except that at the date of
initial application/initial recognition of a financial
asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity
investment in other comprehensive income if that
equity investment is neither held for trading nor
contingent consideration recognised by an acquirer
in a business combination to which HKFRS 3
“Business Combinations” applies.
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SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement
of financial assets (upon application of HKFRS
9 in accordance with transitions in Note 2)
(Continued)

(i) Amortised cost and interest income

Interest income is recognised using the
effective interest method for financial assets
measured subsequently at amortised cost
and debt instruments. Interest income is
calculated by applying the effective interest
rate to the gross carrying amount of a
financial asset, except for financial assets
that have subsequently become credit-
impaired (see below). For financial assets
that have subsequently become credit-
impaired, interest income is recognised by
applying the effective interest rate to the
amortised cost of the financial asset from the
next reporting period. If the credit risk on the
credit impaired financial instrument improves
so that the financial asset is no longer credit-
impaired, interest income is recognised by
applying the effective interest rate to the
gross carrying amount of the financial asset
from the beginning of the reporting period
following the determination that the asset is
no longer credit impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B SRR Y

For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement
of financial assets (upon application of HKFRS
9 in accordance with transitions in Note 2)
(Continued)

(i)

Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI
are subsequently measured at fair value with
gains and losses arising from changes in fair
value recognised in other comprehensive
income and accumulated in the investment
revaluation reserve; and are not subject to
impairment assessment. The cumulative gain
or loss will not be reclassified to profit or loss
on disposal of the equity investments, and
will be transferred to retained profits.

Dividends from these investments in equity
instruments are recognised in profit or
loss when the Group’s right to receive
the dividends is established, unless the
dividends clearly represent a recovery of part
of the cost of the investment. Dividends are
included in the “other income’ line item in
profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2)

The Group recognises a credit loss allowance
for ECL on financial assets which are subject to
impairment under HKFRS 9 (including trade and
bills receivables, other receivables and deposits
and amounts due from related companies, pledged
pbank deposits, short term bank deposits, bank
balances and cash). The amount of ECL is updated
at each reporting date to reflect changes in credit
risk since initial recognition.

Lifetime ECL represents the ECL that will result
from all possible default events over the expected
life of the relevant instrument. In contrast, 12m
ECL represents the portion of lifetime ECL that
is expected to result from default events that are
possible within 12 months after the reporting date.

Assessment are done based on the Group’s
historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic
conditions and an assessment of both the current
conditions at the reporting date as well as the
forecast of future conditions.

The Group always recognises lifetime ECL for
trade receivables without significant financing
component. Trade receivables that are credit
impaired are assessed for ECL individually. The ECL
on the remaining trade receivables are assessed
collectively using a provision matrix with appropriate
groupings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B SRR Y

For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2) (Continued)

For all other financial assets at amortised cost, the
Group measures the credit loss allowance equal to
12m ECL, unless when there has been a significant
increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based
on significant increases in the likelihood or risk of a
default occurring since initial recognition.

(i) Significant increase in credit risk

In assessing whether the credit risk
has increased significantly since initial
recognition, the Group compares the risk
of a default occurring on the financial
instrument as at the reporting date with
the risk of a default occurring on the
financial instrument as at the date of initial
recognition. In making this assessment,
the Group considers both quantitative and
qualitative information that is reasonable and
supportable, including historical experience
and forward-looking information that is
available without undue cost or effort.
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SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2) (Continued)

(i) Significant increase in credit risk (Continued)

In particular, the following information is
taken into account when assessing whether
credit risk has increased significantly:

o an actual or expected significant
deterioration in the financial
instrument’s external (if available) or
internal credit rating;

o significant deterioration in external
market indicators of credit risk, e.g.
a significant increase in the credit
spread, the credit default swap prices
for the debtor;

o existing or forecast adverse changes
in business, financial or economic
conditions that are expected to cause
a significant decrease in the debtor’s
ability to meet its debt obligations;

o an actual or expected significant
deterioration in the operating results
of the debtor; or

o an actual or expected significant
adverse change in the regulatory,
economic, or technological
environment of the debtor that
results in a significant decrease in
the debtor’s ability to meet its debt
obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B SRR Y

For the year ended 31 December 2018 HZE=—Z— N\F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2) (Continued)

U

Significant increase in credit risk (Continued)

Irrespective of the outcome of the above
assessment, the Group presumes that the
credit risk has increased significantly since
initial recognition when contractual payments
are more than 30 days past due, unless
the Group has reasonable and supportable
information that demonstrates otherwise.

Despite the aforegoing, the Group
assumes that the credit risk on pledged
bank deposits, short term bank deposits,
bank balances and cash, bills receivables,
amounts due from related companies
and other receivables has not increased
significantly since initial recognition if the debt
instrument is determined to have low credit
risk at the reporting date. A debt instrument
is determined to have low credit risk if (i) it
has a low risk of default, (i) the borrower
has a strong capacity to meet its contractual
cash flow obligations in the near term and
(iii) adverse changes in economic and
business conditions in the longer term may,
but will not necessarily, reduce the ability
of the borrower to fulfil its contractual cash
flow obligations. The Group considers bank
palances and cash and other receivables to
have low credit risk when it has an internal or
external credit rating of “investment grade”
as per globally understood definitions.
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SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2) (Continued)

(i) Significant increase in credit risk (Continued)

The Group regularly monitors the
effectiveness of the criteria used to identify
whether there has been a significant increase
in credit risk and revises them as appropriate
to ensure that the criteria are capable of
identifying significant increase in credit risk
before the amount becomes past due.

(ii) Definition of default

For internal credit risk management, the
Group considers an event of default occurs
when information developed internally or
obtained from external sources indicates
that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking
into account any collaterals held by the
Group).

Irrespective of the above, the Group
considers that default has occurred when
a financial asset is more than 90 days past
due unless the Group has reasonable and
supportable information to demonstrate
that a more lagging default criterion is more
appropriate.

(iii) Credit impaired financial assets

A financial asset is credit impaired when
one or more events of default that have a
detrimental impact on the estimated future
cash flows of that financial asset have
occurred. Evidence that a financial asset
is credit impaired includes observable data
about the following events:

(@ significant financial difficulty of the
issuer or the borrower;

(b) a breach of contract, such as a
default or past due event;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2) (Continued)

(i)

(iv)

Credit impaired financial assets (Continued)

(c) the lender(s) of the borrower, for
economic or contractual reasons
relating to the borrower’s financial
difficulty, having granted to the
borrower a concession(s) that
the lender(s) would not otherwise
consider; or

(d) it is becoming probable that the
borrower will enter bankruptcy or
other financial reorganisation.

Write-off policy

The Group writes off a financial asset when
there is information indicating that the
counterparty is in severe financial difficulty
and there is no realistic prospect of recovery,
for example, when the counterparty has
been placed under liquidation or has entered
into bankruptcy proceedings, or in the case
of trade receivables, when the amounts are
over two years past due, whichever occurs
sooner. Financial assets written off may still
be subject to enforcement activities under
the Group’s recovery procedures, taking into
account legal advice where appropriate. A
write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in
profit or loss.
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SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2) (Continued)

v) Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e.
the magnitude of the loss if there is a default)
and the exposure at default. The assessment
of the probability of default and loss given
default is based on historical data adjusted
by forward-looking information. Estimation
of ECL reflects an unbiased and probability-
weighted amount that is determined with the
respective risks of default occurring as the
weights.

Generally, the ECL is the difference between
all contractual cash flows that are due to the
Group in accordance with the contract and
the cash flows that the Group expects to
receive, discounted at the effective interest
rate determined at initial recognition.

Where ECL is measured on a collective
basis or cater for cases where evidence at
the individual instrument level may not yet
be available, the financial instruments are
grouped on the following basis:

o Nature of financial instruments (i.e.
the Group’s trade receivables are
each assessed as a separate group.
Other receivables and amounts due
from related companies are assessed
for expected credit losses on an
individual basis);
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 with transitions in accordance with Note
2) (Continued)

W)

Measurement and recognition of ECL
(Continued)

o Past-due status;

° Nature, size and industry of debtors;
and

o External credit ratings where available.

The grouping is regularly reviewed by
management to ensure the constituents of
each group continue to share similar credit
risk characteristics.

Interest income is calculated based on the
gross carrying amount of the financial asset
unless the financial asset is credit impaired,
in which case interest income is calculated
based on amortised cost of the financial
asset.

Except for investments in partnership
that are measured at FVTOCI, the Group
recognises an impairment gain or loss in
profit or loss for all financial instruments by
adjusting their carrying amount, with the
exception of trade receivables where the
corresponding adjustment is recognised
through a credit loss allowance account.
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For the year ended 31 December 2018 HiZ=—Z— N\F+_A=+—HILtFE

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (before application of HKFRS 9 on
1 January 2018)

The Group’s financial assets are classified into one
of the three categories, including financial assets at
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.

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:

° 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

° it is a derivative that is not designated and
effective as a hedging instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (before application of HKFRS 9 on
1 January 2018) (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 41.

Loans and receivables

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

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (before application of HKFRS 9 on
1 January 2018) (Continued)

AFS financial assets

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

Equity and debt securities held by the Group that
are classified as AFS financial assets are measured
at fair value at the end of each reporting period
except for unquoted equity investments whose
fair value cannot be reliably measured. Changes
in the carrying amount of AFS debt instruments
relating to interest income calculated using the
effective interest method are recognised in profit
or loss. Dividends on AFS equity investments
are recognised in profit or loss when the Group’s
right to receive the dividends is established. Other
changes in the carrying amount of AFS financial
assets are recognised in other comprehensive
income and accumulated under the heading
of investment revaluation reserve. When the
investment is disposed of or is determined to be
impaired, the cumulative gain or loss previously
accumulated in the investment revaluation reserve
is reclassified to profit or loss.

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

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018)

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

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

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

° significant financial difficulty of the issuer or
counterparty;
° breach of contract, such as default or

delinquency in interest and principal
payments; or

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

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

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

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

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

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

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

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 are not reversed in profit or
loss in subsequent periods. Any increase in fair
value subsequent to impairment loss is recognised
directly in other comprehensive income and
accumulated in investment revaluation reserve.
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SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial instruments (Continued)
Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with
the substance of the contractual arrangements
and the definitions of a liability and on equity
instruments.

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:

° it has been acquired principally for the
purpose of repurchasing it 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 liabilities and equity (Continued)
Financial liabilities at FVTPL (Continued)

Upon application of HKFRS 9, for financial liabilities
that are designated as at FVTPL, 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 recognised 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 attributable to a financial liability’s credit
risk that are recognised in other comprehensive
income are not subsequently reclassified to profit or
loss; instead, they are transferred to retained profits
upon derecognition of the financial liability.

Prior to application of HKFRS 9 on 1 January 2018,
financial liabilities designated at FVTPL are stated
at fair value, with any gains or losses arising on
changes in fair value recognised in profit or loss.
The net gain or loss recognised in profit or loss
excludes any interest paid on the financial liability
and is included in the “other gains and losses” line
item.

Financial liabilities at amortised cost

Financial liabilities, including trade payables, bills
payables, other payables and accrued charges,
bank overdrafts and bank and other borrowings,
are subsequently measured at amortised cost using
the effective interest method.

Equity instruments

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

Financial instruments (Continued)
Derivative financial instruments

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

Derecognition of financial assets

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.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable. On derecognition of an
investment in equity instrument which the Group
has elected on initial recognition to measure
at FVTOCI upon application of HKFRS 9, the
cumulative gain or loss previously accumulated in
the investment revaluation reserve is not reclassified
to profit or loss but transferred to retained profits.
Prior to 1 January 2018, on derecognition of
an AFS financial asset, the cumulative gains or
loss previously accumulated in the investment
revaluation reserve is reclassified to profit or loss.

Derecognition of financial liabilities

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

Equity-settled share-based payment
transactions

Share options granted to directors and
employees

For grants of share options that are conditional
upon satisfying specified vesting conditions,
the fair value of services received is determined
by reference to the fair value of share options
granted at the date of grant without taking into
consideration all non-market vesting conditions and
is expensed on a straight-line basis over the vesting
period, with a corresponding increase in equity
(share options reserve).

At the end of the reporting period, the Group
revises its estimates of the number of options that
are expected to vest based on assessment of all
relevant non-market vesting conditions. 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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KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

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

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

Allowance for inventories

Management of the Group reviews the inventory
ageing analysis at the end of the reporting period
and identifies the slow-moving or obsolete
inventory items that are no longer suitable for use
in production or sales. Management estimates
the net realisable value for such inventories based
primarily on the latest invoice prices, estimated
costs of completion and current market conditions.
In addition, the Group carries out regular inventory
review with reference to inventory ageing analysis,
management experience and judgement on the
expected future saleability of goods and provides
necessary allowance if the net realisable value is
estimated to be below the cost.
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For the year ended 31 December 2018 HZE=—Z— N\F+-_A=+—HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Allowance for inventories (Continued)

There is no further allowance nor any reversal of
allowance for obsolete inventories during the year
ended 31 December 2018 and 2017. The carrying
amount of inventories is HK$865,105,000 (2017:
HK$694,457,000) as at 31 December 2018.

Impairment of trade receivables

Prior to 1 January 2018, the allowance for
bad and doubtful debts of the Group is based
on the evaluation of collectability and ageing
analysis of individual trade debt performed by the
management. A considerable amount of judgement
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 condition of
customers of the Group is to deteriorate, resulting
in an impairment of their ability to make payments,
additional allowance may be required.

Starting from 1 January 2018, the management of
the Group identifies trade receivables that are credit
impaired and assesses their ECL individually. The
management of the Group estimates the amount
of lifetime ECL of the remaining trade receivables
based on provision matrix through grouping of
various debtors that have similar loss pattern,
after considering internal credit ratings of trade
debtors and/or past due status of respective trade
receivables. The credit loss allowance amount is
measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows with the consideration of expected
future credit losses. The assessment of credit risk of
trade receivables involves high degree of estimation
uncertainty. When the actual future cash flows
are less than expected or more than expected, a
material impairment loss or a material reversal of
impairment loss may arise accordingly in future
periods.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment of trade receivables (Continued)

The provision of ECL is sensitive to changes in
estimates. The information about the ECL and the
Group’s trade receivables are disclosed in Notes 21
and 41.

The carrying amount of trade receivables is
HK$728,911,000 (2017: HK$639,089,000) as at 31
December 2018.

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 2018, the Group determined that
there is no change to the estimated useful lives of
the property, plant and equipment. The carrying
amount of property, plant and equipment is
HK$2,703,094,000 as at 31 December 2018 (2017:
HK$2,277,003,000).
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

5. REVENUE

The Group’s revenue is derived from manufacturing
and trading of elastic fabric, lace and elastic
webbing in Hong Kong, the PRC, the Socialist
Republic of Vietnam (“Vietnam”) and the
Democratic Socialist Republic of Sri Lanka (“Sri
Lanka”), net of discounts and sales related taxes.

For the year ended 31 December 2018

(i) Disaggregation of revenue from
contracts with customers

WA

AEBRAKREREE  FE - #@E
HEEEHAANE (M) RTERR
REteTEHANE (HEWF]) &
EREEEEEYEN  THKEN
B IR N ERBTRIE -

BE-Z-N\Ft+ZA=+—-HL*F
E

(i) HREFFEHNZIWAHD

Manufacturing
and trading of

Manufacturing
and trading of

elastic fabric elastic
and lace webbing Total
HEREE
B E R HEREE
Types of goods EmER
Sales of products EmEE
Elastic Fabric VTR
- Lingerie — HERK 1,208,905 - 1,208,905
- Sportswear and apparel  — EE)RE K RE 939,909 - 939,909
2,148,814 - 2,148,814
Lace B 116,865 - 116,865
Elastic webbing B - 946,946 946,946
2,265,679 946,946 3,212,625

Revenue from manufacturing and trading of
elastic fabric, lace and elastic webbing are
recognised at a point in time.

KEHELREEBEEZDE
B EHRRBEEETHRAR
KBS RAHER o
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REVENUE (Continued) 5.

For the year ended 31 December 2018
(Continued)

(ii) Performance obligations for contracts
with customers

The Group manufactures and trades the
elastic fabric, lace and elastic webbing to the
wholesale market.

For manufacturing and trading of elastic
fabric, lace and elastic webbing, revenue is
recognised when control of the goods has
been transferred, being the point in time
when the goods have been shipped to the
customer’s specific location (delivery).

Following the delivery, the customer has
full discretion over further processing, the
manner of distribution and sales price of the
goods and has the primary responsibility
when selling the goods and bears the risks
of obsolescence and loss in relation to the
goods. The normal credit term is 30 to 90
days from the date of issuance of a monthly
statement for sale delivered in that month.

The Group applies the practical expedient
of HKFRS 15 which allows the Group not to
disclose the information of the transaction
price allocated to the remaining performance
obligation for contract with customers,
as the original expected duration of the
performance obligation arising from the
manufacturing and trading of elastic fabric,
lace and elastic webbing are all within one
year.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

SEGMENT INFORMATION

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

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

° 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 knitted lingerie,
sportswear and apparel products.

° 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.

7 S EF

FAARBRTES (D EBLEERE
E((EBEEREE])) ZWMATE
DHRARERI RN B EH BT

RENERER -

AEBIRBE BRI R LR EBHH
EERAIRES BT

e HERBEEEMBDEHK
)

o RBEAKEREREERR
P A A B0 B0 5B I A D T R B
Tk RN S RSB
AKX - EPFRENREES -

e BUENEEBMUMS
O BRAKBRENEBEES
REHEBENBIERT  — R
ARB® - WHEARAKEERE

T °
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6. SEGMENT INFORMATION (Continued) 6. DEER #)
Segment revenue and results DEBAREE
The following is an analysis of the Group’s revenue IWTAEAREEZRKLE R HRE DS
and results by operating and reportable segments: DERAREE DT -
For the year ended 31 December 2018 BE-Z-N\E+-A=+—HLEE
Manufacturing

and trading of Manufacturing
elastic fabric  and trading of

and lace elastic webbing Total
REREE
BHAY HEREE
R R E#% BHAE st
HK$’000 HK$’000 HK$’000
FET FERx FET
Segment revenue from REINREFH)
external customers DEWA 2,265,679 946,946 3,212,625
Segment profits &R F) 218,109 185,646 403,755
Unallocated other income AOBEMBA 14,414
Unallocated other gains AOBEMUE K BB
and losses 12,667
Unallocated corporate expenses KA B ¥R (37,030)
Share of result of a joint venture  D{EA L ¥ EE 3,346
Finance costs AR A (66,350)
Profit before taxation R B A 330,802
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For the year ended 31 December 2018 #Z=Z—%

SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

For the year ended 31 December 2017

—NEF+=

6. oHEHR (&)

DRI A R K& ()

A=+t—HItFE

BE-_Z—tF+-A=t—HLEE

Manufacturing
and trading of
elastic fabric

Manufacturing
and trading of

and lace  elastic webbing Total
HEREE
5B L) HEREE
EHREH B MRS et
HK$'000 HK$'000 HK$'000
FET FET FET
Segment revenue from REINREFH
external customers RPN 1,853,249 941,562 2,794,811
Segment profits San=inril 248,296 187,341 435,637
Unallocated other income ROBEMBA 7,408
Unallocated other gains ROBECEMUE K BB
and losses (13,438)
Unallocated corporate expenses RO B RS (37,690)
Share of result of a joint venture ~ DMEA S DEELE 3,195
Finance costs BEMK A (35,219)
Profit before taxation BR A% A A 359,893
The accounting policies of the operating and 4R AR S SRR R B AR

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

B et B RER - ’“*B/ GEER= sl

MRS EPARDAEELREAR - H
TEBBBITMEWA - KB —]A
HEESMEECREWA  ITES
Eﬂlﬁ ~HEEE - SMNEWK S (BIR)
FRE - DhEELRERFRE LB R
AfhESHMEEN NS  EXEMX

EBERK - CEFAXBRAKED
NHENEEMS  REGERND A
ERNFEAELERENE TITR

RN Pl ES

BRERREERD

RBERNMHARBENTEDE

BREEFERERAR/ —F
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6. SEGMENT INFORMATION (Continued) 6. OHER (&)
Segment assets and liabilities PTHEERERE
The following is an analysis of the Group’s assets IWTAEAREEZRKLE R HRE DS
and liabilities by operating and reportable segment: THREERBED
As at 31 December 2018 R-ZB-NF+=-A=+—H
Manufacturing
and trading of Manufacturing
elastic fabric  and trading of
and lace elastic webbing Total
HEREE
BHAY HEREE
ERRE#H B st
HK$’000 HK$’000 HK$’000
FET FET THT
ASSETS BE
Segment assets DEEE 3,569,484 706,495 4,275,979
Property, plant and equipment ME BB NERE 201,838
Prepaid lease payments BNHEENK 19,252
Interest in a joint venture REeahERERE 35,147
Investment in a partnership BREAH AR 18,642
Deferred tax assets ERBIEEE 4,371
Other receivables, deposits and ~ H A fEUGRIE -
prepayments B KB FIA 75,766
Amount due from JE I — S Ra s A R RIE
a related company 3,077
Pledged bank deposits EHEARITER 82,220
Short term bank deposits RERIRITIF 12,249
Bank balances and cash RITEBR RS 459,894
Total assets EEBE 5,188,435
LIABILITIES =L
Segment liabilities DEEE 671,626 207,220 878,846
Other payables and accrued HAbEARIER
charges JE:TER 16,168
Bank and other borrowings RITREARETR 1,794,158
Tax payables JEFTIIE 21,438
Deferred tax liabilities EERIEAE 4,825
Derivative financial instrument TESBIA 3,195
Bank overdrafts RITEX 12,385
Total liabilities afEER 2,731,015
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6. SEGMENT INFORMATION (Continued) 6. oHER &)
Segment assets and liabilities (Continued) PTHMEERAE (&)

As at 31 December 2017 R-E—+tH+=ZHA=+—H

Manufacturing
and trading of Manufacturing
elastic fabric and trading of
and lace  elastic webbing Total
HEREE
s L) HEREE
EHREH B MRS HEt
HK$’000 HK$'000 HK$'000
FAT FET FET
ASSETS BE
Segment assets DEEE 3,079,139 783,098 3,862,237
Property, plant and equipment E - BERERE 3,817
Interest in a joint venture REBTERNER 32,413
Available-for-sale financial asset ~ At HELFIEE 27,512
Deferred tax assets REFIEEE 774
Other receivables, deposits and ~ EfhfEIFIE - 28 K&
prepayments B RIR 45,120
Pledged bank deposits BHEBRITER 54,623
Short term bank deposits REIRITER 11,687
Bank balances and cash RITEBRRAS 176,715
Total assets BERE 4,214,898
LIABILITIES =L
Segment liabilities DEEE 424,754 225,507 650,261
Other payables and accrued HAhERFIE R
charges [E:tER 6,918
Bank borrowings RITER 1,240,262
Obligations under finance leases g & i & 629
Tax payables EHTIE 11,740
Derivative financial instrument PTEeRIT A 4,426
Total liabilities Affes 1,914,236
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6. SEGMENT INFORMATION (Continued) 6. THESR (&)
Segment assets and liabilities (Continued) PTHMEERAE (&)

For the purposes of monitoring segment performances RERSHBENIHRBEEERD

and allocating resources between segments:

o all assets are allocated to operating and
reportable segments, other than property,
plant and equipment and prepaid lease
payments for corporate use (including the
prepaid lease payments and property and
plant under construction in Sri Lanka as at 31
December 2018), interest in a joint venture,
investment in a partnership (2017: available-
for-sale financial asset), deferred tax assets,
amount due from a related company in Sri
Lanka, pledged bank deposits, short term
bank deposits and bank balances and cash
and certain corporate assets.

° all liabilities are allocated to operating and
reportable segments, other than bank
and other borrowings, bank overdrafts,
obligations under finance leases, tax
payables, deferred tax liabilities, derivative

FFEEEANKEERZL KAIR
OB HEREEERENY
X BEAREARENEE
TR (BERZZE-N\F+=A
=+ BEMENEENRNUK
HERTNEZVELEE)
REERENED REAR
AE (ZF—1F : AHHES
BMEE) BREMEEE BW
S RNEPNCIE SR
EEMRTHENR  EHRTHE
RAEBTHER RS ANET
REREERI

FrIEBEHYSREELE MR
EoEs - WRTREMER
RITES  BMEMERE- B
HFIE - REMEAEE 014
CRMTARETLEEERI -

financial instrument and certain corporate
liabilities.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE
6. SEGMENT INFORMATION (Continued) 6. OHER (&)
Other segment information Hth o & w
For the year ended 31 December 2018 BE-_ZE-N\F+-A=+—HLEFE
Manufacturing
and trading of ~ Manufacturing
elastic fabric and trading of
andlace elastic webbing  Unallocated Total
HEREE
BiE HEREE
HRREHS BHET ESa ) b
HK$'000 HK$°000 HK$'000 HK$'000
TEr TEr FhR TERr
Amounts included in the measure of FESTEFIH D
segment profit or segment assets: BERTTANSE
Addttions of property, plant and RENE  BERKE
equipment 314,349 135,064 199,083 648,496
Additions of property, plant and equipment  BBWEKELRRE
through acquisition of a subsidiary nE  BEREE 128,189 - - 128,189
Additions of prepaid leased payments BRBSRFEN = - 20,130 20,130
Additions of prepaid lease payments BBKERELFEN
through acquisition of a subsiciary BRABERT 2,000 - - 2,000
Depreciation of property, nE  BERRENE
plant and equipment 180,698 53,558 562 234,818
Amortisation of prepaid lease payments  BEBENHET 2,102 537 254 2,893
Net remeasurement of credit loss B IR BREERS
alowance for trade receivables REENHETE 1,284 6,802 - 8,086
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6. SEGMENT INFORMATION (Continued) 6. DEER #&)
Other segment information (Continued) HihpEER (2)
For the year ended 31 December 2017 BEZ-_ZF—tHF+=-HA=+—HBL
FE
Manufacturing
and trading of Manufacturing
elastic fabric and trading of
andlace  elastic webbing Unallocated Total
HEREE
BitEm BEREER
BRREH B RAE ECh
HK$'000 HK$'000 HK$'000 HK$'000
FAL TFATL FAL FATL
Amounts included in the measure of S EAFEFIFHA S
segment profit or segment assets: EERTANSE :
Aditions of property, plant and RENE  BENREE
equipment 777,358 215,325 9 992,688
Additions of prepaid leased payments ~ ENBEMZEM 14,258 9,826 - 24,084
Depreciation of property, nE  BELRETE
plant and equipment 116,727 35,821 488 153,036
Amortisation of prepaid lease payments & $4TENB &3 1,867 628 = 2,495
Other than the segment information disclosed BREXEBENDIHERIN  TBLE
above, there was no other information reviewed by REREMEENMAFENEMLER -

the CODM for both years.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

6. SEGMENT INFORMATION (Continued) 6. OHER (&)
Geographical information i & & K}
The Group’s operations are located in the PRC, AEBEBURTE &5 BE K
Hong Kong, Vietnam and Sri Lanka. The Group’s HERR - AREREIINABZFL BN
revenue from external customers based on the ATRBEFEHES S - B
location of the customers are detailed below: ™

Year ended 31 December

BEE+t-A=1t—HLEE

2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FTERT FET
Hong Kong B 1,075,111 946,480
The PRC s 738,156 687,977
Sri Lanka HEB+F 539,982 416,741
Vietnam e 201,035 125,268
Indonesia ENfE 116,957 77,240
Thailand Zr [ 101,812 108,786
Europe and the United States of America BN % EF B A R E 89,217 96,018
India ENfE 66,746 57,784
South Korea FARE 54,277 36,112
Others Hit 229,332 242,405
3,212,625 2,794,811
Non-current assets (excluding financial assets and RAER ?E i\fﬂ & %J\ﬁ ) %E //lii BA :%
deferred tax assets) by geographical location of (;F BREREEREEVHEREE) &
assets are detailed below: ICEUNE
As at 31 December
R+=—A=+—H
2018 2017
—E-N\F ZE—tF
HK$’000 HK$’000
TERT FET
The PRC F 1,846,926 1,933,706
Hong Kong BE 10,227 8,751
Sri Lanka HEB+F 337,346 =
Vietnam B 743,001 567,826
2,937,500 2,510,283
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6. SEGMENT INFORMATION (Continued) 6.

Information about major customers

Revenues from customers contributing over 10% of
the total revenue of the Group for the years ended
31 December 2018 and 2017 are as follows:

TEER (&)
FREEEFHNER

REBEE_ZE—\FEER_ZE—+tF+=
B=+—HBItFE  EASEEBAK
AB10%HEFPWALT ¢

Year ended 31 December

BEt-A=1—HLEE

2018 2017
—E-N\F ZE—+F
HK$’000 HK$’000
FTHERT FHT
Revenue from manufacturing and REREREEEN
trading of elastic fabric and lace AR REARE A
— customer A 3=k 411,252 265,659
- customer B =V 361,094 243,069
Revenue from manufacturing and KERENEEEE
trading of elastic webbing AR
— customer A - BFH 91,486 96,926
— customer B -BFL 72,003 61,624
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

OTHER INCOME Hb A
2018 2017
—B-N\F —TtF
HK$’000 HK$'000
FHET FAT
Government grants (Note) BB S () 16,508 24,105
Bank interest income RITHBUA 9,179 4,040
Net proceeds from sales of scrap materials ~ $5€ BERI PT1S IR F 48 7,134 10,309
Dividend income from an available-for-sale KE—EAHEE
financial asset ERMEEZRBIA - 1,316
Others Hi 8,014 10,887
40,835 50,657
Note: MizE -

The amount includes HK$15,197,000 (2017: HK$23,009,000)
unconditional government grants received during the year
ended 31 December 2018.

Government grants in relation to purchase of equipments
received in prior years of similar nature are deferred and
are released to other income over the useful lives of the
related equipment. Amounts of HK$1,311,000 (2017:
HK$1,096,000) were recognised in profit or loss during the
year ended 31 December 2018. As at 31 December 2018,
amounts of HK$5,282,000 (2017: HK$7,044,000) remained
to be released and are included in deferred income in the
consolidated statement of financial position.

FHcEEREBEz_2—\F+=-A=
T-HLEFENEREGRHRTHEB S
15,197,000/ 7t (=% — £ 4 : 23,009,000
AT °

RBEFERINEERERBEZAEHEMU
HEENRFHEDESHBET  REEREDN
AIFAFHREREHEMEA - HE_ZT—N
F+-_AZ+—BHLEFEE BEREXERSE
%81,311,000/% 7T (=& — + £ : 1,096,000
BL)e RZE—NF+=-A=+—8"
5,282,000/ 7T (= Z — £ 4F : 7,044,000/
To) DB R - WRERE T BIRRRTIE
FIEWA o
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188

OTHER GAINS AND LOSSES 8. Hik&m=KER
2018 2017
—E-N\F —FT—tF
HK$’000 HK$’'000
FET FAT
Gain (loss) on disposal of property, HEYE BER 560 (913)
plant and equipment =il (E8)
Change in fair value of derivative MmESRIARNTEZS
financial instrument (Note 30) (MF5E30) 1,231 484
Net foreign exchange gain (loss) HNEW RS (B518) JF5E 11,436 (14,172)
Net remeasurement of credit loss 2 SRR IREEEE
allowance for trade receivables BRIBEEHTIEFE
(Note 41) (MI7E41) (8,086) -
Gain on disposal of an available-for-sale HE—IBAMHEE
financial asset SEtEEMINE = 250
Others HAth (143) -
4,998 (14,351)
FINANCE COSTS 9. MWEKK
2018 2017
—E-N\F —T—tF
HK$’000 HK$’'000
FET FAT
Interests on: THEENFE
Bank borrowings IRITIEFK 75,824 39,143
Other borrowing HEMEFK 13 =
Finance leases BMEME 3 109
75,840 39,252
Less: amounts capitalised in the cost of B BEREENRAZ
qualifying assets &N g (9,490) (4,033)
66,350 35,219

Borrowing costs capitalised during the year ended
31 December 2018 arose on the general borrowing
pool and are calculated by applying a capitalisation
rate of 4.31% (2017: 3.34%) per annum to
expenditure on qualifying assets.
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DIRECTORS’ AND CHIEF 10. EERFETHRAEME
EXECUTIVE’S REMUNERATION
The remuneration paid or payable to the directors ENSKENARFTEEREETHA
and chief executive of the Company was as follows: BEHMEWT -
Executive Directors Independent non-executive Directors
UhEs BUFHTES
Mr. Zhang Ms. Zheng
Haitao ~ MrWu  Tingting
(‘Mr. Shaolun (‘Ms. Mr.Cheung  Mr.Ding M. Sai
MrLlu  Zhang’) (‘MnWu")  Zheng”) YatMing Baoshan  ChunYu Total
REREE RORRE BESLL
BiE (REE) (R%%) (8zt)) F-Bi: THLEE fEFRE it
HK$000  HKS000  HK$000  HK$000  HKS000  HKS000  HK$'000  HK$000
Tér Tén TEr  TEr  TEn  TEr  TEr TEn
For the year ended BEZ-T-\F
31 December 2018 tZAZt-ALEE
Fee e - - - - 300 200 200 700
Salaries and alowances HeREs 3,163 3,926 2,74 2,006 - - - 118%
Contributions to retirement
benefts schemes RIS 68 18 68 2 - - - 175
3,231 3,944 2,809 2,021 300 200 20 12711
For the year ended HE-Z-tF
31 December 2017 TZR=1-HLEE
Fee ok = = = - 300 200 200 700
Selaries and allowances Ge R 3,931 3907 2123 2219 - - - 12780
Contributions to retirement
benefts schemes RINEN IR 56 18 63 % - - - 162
3,987 3,92 2,786 2,044 300 200 200 13642
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10.

190

DIRECTORS’ AND CHIEF
EXECUTIVE’S REMUNERATION
(Continued)

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

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

Share options were granted to executive directors
of the Company in respect of their services to the
Group under the Pre-IPO Share Option Scheme
of the Company (as defined in Note 34). Details of
the Group’s share option scheme and the amount
of the benefits in relation to directors are set out in
Note 34.

During the years ended 31 December 2018 and
2017, 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.
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For the year ended 31 December 2018 #Z=Z—%

EMPLOYEES’ REMUNERATION

During the years ended 31 December 2018
and 2017, the five individuals with the highest
remuneration in the Group include four (2017: four)
directors of the Company. The remuneration of the
remaining one (2017: one) individual, which was
individually within the range of HK$1,500,001 to
HK$2,000,000 per annum (2017: HK$1,500,001 to

e B SRR Y

— N\F+— =" ENEaE

11. {E & E
RBE-_E—N\GER-F—+&F+=
A=+—HItEE x%gﬂ%Em

FMALREARRENE (ZF—
F:R)EF - —R(ZE
NE—F) Ai%%ﬁﬁw)‘%m‘?&
1,500,001 7L E2,000,0008 7T
—E—+F: 41,500,000 TE

HK$2,000,000 per annum), was as follows: 2,000,000 7T) * #3uTF :
2018 2017
—EBE-N\F —E—+F
HK$’000 HK$’'000
FERT FHAT
Salaries and allowances e KoERL 1,836 1,730
Contributions to retirement RREN SR
benefits scheme 18 18
Equity-settled share-based payments ARG E WD BERERER - 103
1,854 1,851
During the years ended 31 December 2018 and REBEE-_F-N\EFR-FT—tF+=

2017, no remuneration was 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.

A=+—BIFE - Zliﬁlﬁiﬂﬂilﬂﬂ
ZERBFMA T ERFTM - (ES
HRI% H0 B2 37 i BR AN & (B s ) 2R B =
1ERRERFHIE
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12. PROFIT BEFORE TAXATION 12. BRBIADER

2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
FHET FHT
Profit before taxation has been arrived at  BRE AR 1B (GTA)
after charging (crediting): TF|&IE -
Auditor’s remuneration B EMEN & 2,218 2172
Staff costs BITA
Directors’ remuneration* EEMHer 12,711 14,277
Other staff costs EHfbh 8 TR
— salaries and other benefits - S MNEMER 520,490 491,265
— contributions to retirement - RIREAE B R
benefits schemes 40,029 43,498
— equiity-settled share-based payments - RREEE RGN R
BRI - 1,068
573,230 550,108
Depreciation of property, Y~ R RREITE
plant and equipment 234,818 153,036
Depreciation capitalised in inventories BERERTFENINE (176,986) (116,128)
57,832 36,908
Amortisation of prepaid lease payments  FE{ 78 & 5 i 2,893 2,495
Minimum lease payments in respect of A EW M SEBEN K
rented premises 23,674 23,247
Cost of inventories recognised ERERIZNFERAR
as an expense 2,420,664 2,022,139

*

* BRI E10PT I BR MO F 3 B Ko 10
MIFES4PT iR B e B A A S BB AR M 5
B 2EERA o

Including the directors’ remuneration as disclosed in
Note 10 and benefits to directors in relation to the
Group’s share option scheme as disclosed in Note 34.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

INCOME TAX EXPENSE

13. FifEHRX

2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
FET FAT
Current tax: BNEATIE -
Hong Kong Profits Tax BEABFEM 18,733 26,576
The PRC Enterprise Income PR RS
Tax (“EIT”) ([EEFREH ) 37,077 32,045
Under(over)provision in prior years: BEFERETR
(FBREHHE) -
Hong Kong Profits Tax BAEFEH 137 669
The PRC EIT PR EFTST (6,234) (3,182)
49,713 56,108
Deferred taxation (Note 31) EERE (F15E31) 857 150
50,570 56,258

On 21 March 2018, the Hong Kong Legislative
Council passed The Inland Revenue (Amendment)
(No. 7) Bill 2017 (the “Bill”) which introduces
the two-tiered profits tax rates regime. The Bill
was signed into law on 28 March 2018 and was
gazetted on the following day. Under the two-tiered
profits tax rates regime, the first HK$2 million of
profits of the qualifying group entity will be taxed
at 8.25%, and profits above HK$2 million will be
taxed at 16.5%. The profits of group entities not
qualifying for the two-tiered profits tax rates regime
will continue to be taxed at a flat rate of 16.5%. The
two-tiered profits tax rates regime will be applicable
to any year of assessment commencing on or after
1 April 2018.

Accordingly, starting from the current year, the Hong
Kong Profits Tax for the qualifying group entity is
calculated at 8.25% on the first HK$2 million of the
estimated assessable profits and at 16.5% on the
estimated assessable profits above HK$2 million.

RZZE-—NF=ZA=+—H BB
FEEB T LFHRE (BF]) (F
) BRUIER ((RAIER]) - Ha)
AME B MRS - P ERR —F—
NEFE=ZA-+NAERBEXRRERY
RERTERR - RIBZNS TR
H AEREEERNE2AEBET
it M 15 128.25% M B R - MiRB2
B &8 TT R A K 1216.5% ) B K
Bio TRAEZMETMARAFEBOE
BER OGNS EEIZ16.5%2 8 —
BERE - MERRAHFERRA
“E-\FMA-HRKZREFTIIE
AR EFE -

At - BAFER  GEREEEE
ZBAENEHIEE2BE AL GEE

T ERBRFA16.5%1 & o
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13.

194

INCOME TAX EXPENSE (Continued)

Under the Law of the People’s Republic of China
on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the tax
rate of the PRC companies is 25% for both years
ended 31 December 2017 and 2018, unless there
is any preferential tax treatment applicable.

Dongguan Best Pacific Textile Company Limited
(“Dongguan BPT”), a subsidiary of the Company,
has obtained the qualification as a high and new
technology enterprise since 2010, which has been
renewed for an additional three years from the
financial year ended 31 December 2016. Hence,
Dongguan BPT is subject to the preferential tax
treatment and the applicable tax rate for both years
ended 31 December 2017 and 2018 has been
15%. During the year ended 31 December 2016,
Dongguan New Horizon Elastic Fabric Company
Limited (“Dongguan NHE”), a subsidiary of the
Company, has also been qualified as a high and new
technology enterprise for three years from the financial
year ended 31 December 2016. Dongguan NHE is
therefore also subject to the preferential tax treatment
and the applicable tax rate for both years ended 31
December 2017 and 2018 has been 15%.

Pursuant to the relevant Vietnam Enterprises Income
Tax rules and regulations, the applicable tax rate
for the subsidiary operating in Vietham is 20%. The
subsidiary in Vietnam is eligible for tax holiday for
two financial years since the first financial year of
taxable profit and tax concession at a tax rate of
10% for the following four financial years. With the
additional incentive in place during the year ended
31 December 2018, the subsidiary in Vietnam is now
eligible for tax holiday for four financial years since
the first financial year of taxable profit, tax concession
at a tax rate of 5% for the following nine financial
years and tax concession at a tax rate of 10% for
the next following two financial years. No provision
for Vietnam Enterprises Income Tax has been made
as the subsidiary in Vietham has incurred tax loss
for the year ended 31 December 2017 whereas the
assessable profit for the year ended 31 December
2018 has been fully absorbed by brought forward tax
losses and the relevant tax holiday had commenced
in the year ended 31 December 2018.
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(TRERB/BIE]) REERFHEN
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INCOME TAX EXPENSE (Continued) 13. FABHBEX (&)
Pursuant to the Inland Revenue Act, No. 24 of BEMEFEFEANRUE (ZFE—+
2017 in Sri Lanka, the applicable tax rate for the E F245) NETEHREE 2B
subsidiaries operating in Sri Lanka is 28%. By N A AR 528% o AN BT
fulfiling certain export requirements set by the Eﬁﬁ OB ARERM T ER R
Board of Investment of Sri Lanka, the subsidiaries KERHENETEAERKMNER
of the Group in Sri Lanka have enjoyed preferential 2 N\F+_A=+—HLEFE=E
tax rate of 14% for the year ended 31 December ﬁ14%9’]f§ R o AN Hp—R
2018. In addition, one of these subsidiaries is MEARBEZEMEBERRE  ZEEEC
currently eligible for tax holiday till the year ending TN+ A=+—HLEFERIL -
31 December 2024.
Taxation arising in any other jurisdiction is HtrDEER 2 B IL B B RDERE
calculated at the rate prevailing in the relevant RERFIHERAHE -
jurisdiction.
Income tax expense for the year can be NE TS B Ez—j;ﬁi,i?{:.\?éﬁ =
reconciled to the profit before taxation per the 2 mEIREI RGBS ANEEE - =
consolidated statement of profit or loss and other R
comprehensive income as follows:
Hong Kong The PRC Others Total
B HE ) )
2018 2017 2018 2017 2018 2017 2018 2017
“E-\fF B+t ZE-\F T+ ZE-\F —T+F CE-\f —T+E
HK$'000 HK$'000  HKS'000 HK$'000  HKS'000 HK$'000  HKS'000 HK$'000
T Thn T Tén T TiEn T TiEn
Profit (loss) before taxation BHaaR
(E5i8) 84379 158101 243402 211508 3,021 (0716 330802 350893
Taxation at the domestic HEREHE
income tax rate HENTA 13923 26087 60851 S8 18 (7100 75927 77054
Tax effect of expenses not AR
deductible for tax purpose figze 1,770 640 1,133 905 193 1547 3,096 3,092
Tax effect of income not BERTRAL
taxable for tax purpose fitye (364) 9%9) (60) - (2,318) (1,990) (2,742) (2,088)
Taeflectof share of result~~ HlEASMEEE
of a joint venture fiike 2 (552) (527) - - - - (552) (527)
Tax effect of estimated tax AR
losses not recognised EENHRE 2 3,921 561 - - 1,874 2,153 5,801 2,714
Taxeflect of utiisation of tax ~~ BBEAARER
losses previously not HEEBM
recognised fikze (944) 87) - - (1,492) = (2,436) 87)
Tax effect on deferred tax HBARADR
lbilties resuting from il B
withholding tax on undistrouted  HHEERER &
profits of subsiclaries niiKs 2 - - 27% S - S 2,7% -
Under(overjprovision BAEEREAR
i prior years (BERS) 137 66 624 (318 - S B0 51y
Effect of tax concession hkEzmze (165) - (04988  (21587) - - (5153 (21,587)
Income tax expense for the year AEEMEHER 17,732 27,245 33,428 29,013 (590) - 50,570 56,258
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14. DIVIDENDS 14. KE
2018 2017
—EBE-N\F —E—+F
HK$’000 HK$’000
FHET FAT
Dividends for ordinary shareholders of FRFER D KA 7]
the Company recognised as TR 2 BB,
distribution during the year:
2017 Final dividend — HK5.9 cents TE—FREEE —
(2017: 2016 Final dividend BRR5.98I (=T —+5F -
HK9.5 cents) per share —E—RNFREARE R
9.5 41L) 61,161 97,845
Subsequent to the end of the reporting period, EmEHERE  ARAESCER
a final dividend in respect of the year ended 31 HE-_FT-\F+ZA=1T—HIF
December 2018 of HKB.7 cents per ordinary share EZzRBEREAESREBER.7EL
(approximately HK$69.7 million in aggregate) has (EHDN.7TEEET) - EEARERE
been proposed by the directors of the Company RRRE FESIREHRE
and is subject to approval by the shareholders in
the forthcoming general meeting.
15. EARNINGS PER SHARE 15. BREF
The calculation of the basic and diluted earnings per KRREBEAEBLERERAREER
share attributable to the owners of the Company is FTIBBATEIERAE -
based on the following data:
2018 2017
—E-N\E =+
Earnings 2%
Earnings for the purposes of basic and  FLEIRERREERF|ME 5
diluted earnings per share (profit for BF (R a%E AEG
the year attributable to owners of FEaA) (FET)
the Company) (HK$’'000) 283,553 304,219
Number of shares R & E
Weighted average number of ordinary  FEEFAXEARZF M = A E @A
shares for the purpose of basic 98
earnings per share 1,037,062,767 1,032,867,679
Effect of dilutive potential ordinary shares: &7 3@ % #EE = 28
Share options issued by the Company AN R 2 27 TRE AR 1 1,824,717 5,712,137
Weighted average number of ordinary T EREERN M S
shares for the purpose of diluted AR N 9
earnings per share 1,038,887,484 1,038,579,816
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y% - BMERRHE

Computer
and office Motor Construction
Buildings  equipment vehicles  Machinery in progress Total
ElK
BT BOERB HE BE  HEERIE H)

HK$'000  HKS000  HK$000  HKS000  HK$000  HK$000
TAT TAT TAT TAT TAT TAT

COST AR
At 1 January 2017 RZE—+F

—A—H 404,472 29,412 58,235 1,261,470 246,124 1,999,713
Exchange adjustments Rkt 34,314 2,374 3,655 100,539 26,771 167,653
Additions NE 20,696 10,816 10,110 653,849 297,217 992,688
Transfer upon completion SERK SRR 212,616 - - - (212,616) -
Disposals & - (957) (1,453) (9,009) - (11,419)
At 31 December 2017 RZE—+F

+-RA=1—H 672,098 41,645 70,547 2,006,849 357,496 3,148,635
Exchange adjustments P H AR (32,258) (2,130) (2,845) (83,105) (21,758)  (142,096)
Additions NE 12,472 20,075 4,693 264,370 346,886 648,496
Acquisttion of a subsidiary WE-EHBAR

(Note 35) (Fit3¥35) 32,073 10,457 - 75,596 10,063 128189

Transfer upon completion TRE SR 172,210 - - - (172,210) -
Disposals e = (1,038) (1,797)  (39,186) - (42,021)
At 31 December 2018 RNZ—ZE—N\F

+-RA=1—H 856,595 69,009 70,598 2,224,524 520,477 3,741,203
ACCUMULATED RIHE
DEPRECIATION
At 1 January 2017 RZE—t&

—A—H 91,176 18,241 22,987 542,605 - 675,009
Exchange adjustments I 1 2% 7,187 1,357 1416 42,037 = 51,997
Provided for the year FERE 23,918 4,358 6,040 118,720 = 153,036
Eliminated on disposals HERHE - (905) (1,028) (6,477) - (8,410)
At 31 December 2017 RZE—+F

+-A=1+—H 122,281 23,051 29,415 696,885 - 871,632
Exchange adjustments E3aECE (6,516) 1,177) (1,254) (35,725) - (44,672)
Provided for the year FEEE 36,074 8,630 7,769 182,345 = 234,818
Eliminated on disposals HER Y - (992) (553) (22,124) - (23,669)
At 31 December 2018 RNZE—N\F

+-A=+-H 151,839 29,512 36,377 821,381 - 1,038,109
CARRYING AMOUNTS FEE
At 31 December 2017 RZB—+F

+-RA=1—H 549,817 18,594 41,132 1,309,964 357,496 2,277,003
At 31 December 2018 NZE—\F

+-A=1+—H 704,756 39,497 356,221 1,403,143 520,477 2,703,094
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16.

17.

198

PROPERTY, PLANT AND 16. Y% - WMERRE &)
EQUIPMENT (Continued)
The above items of property, plant and equipment, Ltz BEIAKZREER (EFET
except for construction in progress, are depreciated BBRIN DREXANBHBERAER
on its cost less their residual values on a straight- ERA TR AT ERITE -
line basis at the following useful life or rates per
annum:
Buildings Over the shorter of the term BF M HAk205F
of the lease or 20 years (LABRSZE B%E)
Computer and office  20%-50% P54 20%-50%
equipment NE
Motor vehicles 10%-20% b 10%-20%
Machinery 6%-20% s 6%-20%
As at 31 December 2018, no machinery was held RZZFE—NEFE+=-A=+—H0 " &
under finance leases. RIEREREFAHE -
As at 31 December 2017, the carrying amounts RZE—+F+_A=+—8 - #:5
of machinery included amounts of approximately MEEEERRERERENEREEE
HK$34,019,000 in respect of assets held under #734,019,000 7T °
finance leases.
PREPAID LEASE PAYMENTS 17. ANEEMS
2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FET FET
The Group’s prepaid lease payments  AEBEMFENHENHEIE -
comprise:
Leasehold land in the PRC FPEIRIEE T3 36,422 39,122
Leasehold land in Sri Lanka HEMRHEE T 21,855 -
Leasehold land in Vietnam MERAEE T 63,041 66,492
121,318 105,614
Analysed for reporting purposes as: FLERSROMT ¢
Current asset TmENEE 2,987 2,593
Non-current asset JEMBEE 118,331 103,021
121,318 105,614
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INTEREST IN A JOINT VENTURE 18. REELENESR
Details of the Group’s interest in a joint venture are REERELERENERFBTOT ¢
as follows:
2018 2017
—B-N\FE —T—+fF
HK$°000 HK$'000
FHET FET
Cost of interest in a joint venture NGB ENERS 2 KA
Unlisted JFEE™ 22,369 22,369
Share of post-acquisition profits and 535 Uk B 1 3% 71| }2 E 4t
other comprehensive income ZHEWE 12,778 10,044
35,147 32,413
Details of the Group’s joint venture at the end of the RIREEARG4E R REB AL DY
reporting period are as follows: BT
Proportion of
Place of Principal ownership
Form of incorporation/ place of class of Proportion of interest Voting rights Principal
Name of entity entity registration  operation  sharesheld  held by the Group (Note) held by the Group (Note) ~ activity
HEY/ FEROEN AREBEEZEGNA  AREREIREE
ERER BEEE  afed  TEeERY FEERA (&) (&) IERH

2018 2017 2018 2017
“3-\f ZF4F R0\ CFAR

Charming Elastic Fabric  Limited Liabilty HongKong ~ Hong Kong ~ Ordinary 51% 51% 60% 60%  Trading of elastic
Company Limited Company &3 Bk Lk webbing and
(‘Charming Elastic’) A7 investment

FEBRTAM holding
BRAA BERMARR
([GRERS ) RERR
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For the year ended 31 December 2018 & Z=—

INTEREST IN A JOINT VENTURE
(Continued)

Note:

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018

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 Mfg. Co. Ltd, which is
engaged in manufacturing of elastic webbing in the
PRC.

Pursuant to the shareholders’ agreement entered into
among a wholly owned subsidiary of the Company,
the other shareholder of Charming Elastic who by
then held 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 (the Majority
Shareholder and the Group) had 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.

18.

BT R i

\EELRNES (&)

B eE -
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IR % X {810,000,000/% Jt & B 2 F
=B S BERIRER40%E -
SRR A Jiangxi Charming
Elastic Mfg. Co. Ltd (ERAFREKE
SLEB T ) 100% 8 ARHEE -

REARBZZEMBERR - FEK
BRENS—URR (RERKSARAE
BIRTE60% K BHE) A KA BIGIR
RRABRIZMBERBZE ((EEKRR
TRERM®E])  HEAERREK
#50% A ERBR ([EBRR]) &
AEENSHARZIHBRLAERKIR
TEEFRRANVEEPTHNULMUE
=o

FEERRTNRE (FERREEAE
B) mEFHNRERZFABEZRIBEN
THE AAEEBEE (BREETR
REBBRBENER  BFEES
H)NETATERALHATERER
ZENZEPWALES K ﬁ%@f?*ﬁﬁt
—BRREEN—NEEZER
At $%.ﬂ%§é§7f§$ﬁﬁt%ﬁ/\ﬁ
THIE RN ARERERENRE A
BRI AREGEDENER -




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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18. INTEREST IN A JOINT VENTURE
(Continued)

Note:

(Continued)

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 (details as set out in
Note 30).

During the year ended 31 December 2017, Charming
Elastic had met the financial performance target
pursuant to the Charming Elastic Shareholders’
Agreement. Accordingly, the Group exercised the
Call Option (as defined in Note 30) and acquired an
additional 11% equity interest of Charming Elastic
through subscription of new ordinary shares allotted
and issued by Charming Elastic at a consideration of
HK$71,000, which represented the nominal value of
the new ordinary shares issued by Charming Elastic.
Such nominal value of new shares together with the
fair value of the Call Option (as disclosed in Note 30)
at exercise date of HK$12,941,000 is recognised as
part of the cost of investment in Charming Elastic.
Accordingly, the Group becomes the Majority
Shareholder and is now entitled to appoint or remove
three out of five directors at the board of directors
of Charming Elastic. The arrangement on sharing of
control over Charming Elastic between the Group and
the other shareholder of Charming Elastic remains
effective after the aforesaid acquisition of additional
interest in Charming Elastic by the Group.

18.
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F130) WiEBRBABGIBFRE &
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19.

20.

202

INVESTMENT IN A PARTNERSHIP/ 19. REEGEBLAF THHEHELSHE
AVAILABLE-FOR-SALE FINANCIAL BE
ASSET
31.12.2018 31.12.2017
—E-N\F —E—+F
t=A=+t—-R +=—A=1—H
HK$’000 HK$’000
FHET FHET
Investment in a partnership (Note) KEEE AT (KIsE) 18,642 27,512

Note: The Group invested in an unlisted partnership.

The investment was classified as an available-for- Fif k- ?%%fi;ﬁﬁ%fféﬁai?;
sale financial asset and was measured at cost less %\“;*ﬁﬁﬁﬁﬁﬁéﬁéﬁﬁ ] rﬂ}”ﬂ’g%
impairment as at 31 December 2017. Upon initial J{Zf"&%ﬁ%; . E/\\%\hﬁ;%%&‘gﬁﬁf&
application of HKFRS 9, such investment was /:ﬁ:u:{;g Hljikiiﬁ ,é\' ?/;ﬁ\ﬁilﬁ?\*%
reclassified as an investment in a partnership at %%%H ‘E’\%Hﬂl\_/\n%i$ﬁ§]%g’]\
FVTOCI, details please refer to Note 2. e e L
REGRAR  FIEHL2HMT2 -
INVENTORIES 20. B
2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
FHET FHET
Raw materials JRM#L 263,659 208,883
Work in progress y eI 329,515 273,887
Finished goods IR T 271,931 211,687
865,105 094,457
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B SRR Y

For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

TRADE AND BILLS RECEIVABLES 21. EZRURERERERE

Trade and bills receivables

B RWHARERE

2018 2017

—E-N\F —EB—+F

HK$’000 HK$’000

FET FET

Trade receivables B 5 RNFIE 753,559 640,302
Less: Allowance for credit losses B EEEERE (24,648) (1,213)
Total trade receivables B 5 RN FIB a5 728,911 639,089
Bills receivables W EE 1,750 9,270

B RRFIER

Total trade and bills receivables fEU =5 1 mE 730,661 648,359
As at 31 December 2018 and 1 January R-—E—N&E+-A=+—HR—-Z=
2018, trade receivables from contracts with —NE—A—A RAREAHNHE

customers amounted to HK$728,911,000 and

HK$622,858,000 I’GSDGCTIVGW &622 858 OOO}‘%jTE °

5 FE W FIE 9 Bl A728,911,000/% 7T

Trade receivables from third parties mainly represent EWE =SB HETEL AL Em
receivables from customers in relation to the sales G TR R 4k T M A A A RR Y
of elastic fabric, lace and elastic webbing. The BN EEZIE - SFREH A
credit period granted to the customers ranges B A SE B BAE s A

from 30 to 90 days from the date of issuance of a

! _ 5130E90H -
monthly statement for sales delivered in that month.

BEERERERAR / — 2 \FFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B R Y

For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

21. TRADE AND BILLS RECEIVABLES 21.
(Continued)

Trade and bills receivables (Continued)

The following is an ageing analysis of trade
receivables net of credit loss allowance (2017:
allowance for bad and doubtful debts) presented
based on the date of issuance of monthly
statements at the end of each reporting period and
ageing analysis of bills receivables presented based
on the date of issuance of the bills at the end of
each reporting period.

BEZRBRERERRE (4)

ESRURERERRE (&)

ATEREREREREE 5 EUK
R EEBERE (2T —t5F:
RIZRBE) HAKEZLARZEY
B BR e 0 AT R 0 & 3R HA A R A L
EEREEARZTINRE ST -

2018 2017
—EB-N\F —E—+F
HK$’000 HK$’000
FET THETT

Trade receivables B3 EWRIE
0 - 90 days 0-90 H 681,459 563,614
91 - 180 days 91-180 H 29,581 51,330
Over 180 days HiE180 H 17,871 24,145
728,911 639,089

Bills receivables EWERE

0 - 90 days 0-90 H 1,750 9,270
730,661 648,359

Trade receivables balances with related parties
included in the Group’s trade receivables balance
are listed below:

FFAREEE 5 R WRIAA R B
AR E S EKRIBAESRET N
™o

2018 2017
—E-N\F —T—+tF
HK$’000 HK$’000
FET FAT

Related parties 2L
A related company* —E R AR 5,191 3,480
Other related companies* H M REEE AR 82,479 19,314
87,670 22,794

A related company controlled by close family
members of directors of the Company (these
directors are key management personnel of the
Company).

L The related companies are fellow subsidiaries of the

non-controlling shareholders who have significant
influence over certain subsidiaries of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B SRR Y

For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

TRADE AND BILLS RECEIVABLES
(Continued)

Trade and bills receivables (Continued)

The above trade receivables balances with related
parties are unsecured, interest-free and with a
credit term of 30 to 90 days from the date of
issuance of a monthly statement for sales delivered
in that month. The following is an ageing analysis
of trade receivables balances with related parties
presented based on the date of issuance of
monthly statements at the end of each reporting
period.

21.

BEZRUREAREVRRE (&)

ESRURERERRRE (&)

LA FEFEEANE S RKRIELE R A
mEW 28 EEHAELHAHNEE
Rfnw A # B2 B B ET30H 290
He A TREBFHKAINE S EKFKIE
HEHRNSREPRBE R AR
HAEAZ SR BRER D AT o

2018 2017

—E-N\F —F—+F

HK$’000 HK$’'000

FET FET

0 - 90 days 0—90H 87,670 20,731
91 — 180 days 91 —180H - 1,900
Over 180 days HBiB180H - 163
87,670 22,794

The Group continues to recognise their full carrying
amounts at the end of the reporting period.

All bills received by the Group are with a maturity
period of less than one year.

AEBERRERRERSHFERRE
ERRME -

AEEMECREENEBMERSE D
R—F-
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For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

21.

206

TRADE AND BILLS RECEIVABLES
(Continued)

Trade and bills receivables (Continued)

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:

21.

BEZRBRERERRE (4)

ESRUREARERRE (&)

AR EEERNE BN ERE
BENAREEE 5 RUGRIRESIIN T

As at 31 December 2018

R-E—)\F+-_A=1+—
As at 31 December 2017 WR-E—+F+_A=1+—

United

States Vietham

Dollar Dong
(“USD”) (“VND”) HKD

ES HrEE
(T&xl) (#EED BT
HK$’000 HK$’000 HK$’000
FHET FET FHET
295,874 2,904 1,396
284,989 1,497 1,492

As at 31 December 2018, included in the Group’s
trade receivables balance are debtors with
aggregate carrying amount of HK$111,456,000
which are past due as at the reporting date. Out of
the past due balances, HK$21,536,000 has been
past due 90 days or more and is not considered
as in default as these balances are either from
debtors with long term business relationship or are
individually insignificant. Other than bills received
amounting to HK$1,750,000, the Group does not
hold any collateral over these balances.

Details of impairment assessment of trade
receivables for the year ended 31 December 2018
are set out in Note 41.

As at 31 December 2017, 83% of the trade
receivables that are neither past due nor impaired
had the best credit scoring attributable under the
internal credit scoring system used by the Group.

As at 31 December 2017, included in the Group’s
trade receivables balance are debtors with
aggregate carrying amount of HK$108,997,000
which were past due as at the reporting date for
which the Group had not provided for impairment
loss. Other than bills received amounting to
HK$9,270,000, the Group did not hold any
collateral over these balances.
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R—E—N\E+-_A=+—8 K&
EESRUAELAHBIEREDRE
111,456,000/ T BR X 2 F KA
RMEBHE@E - AR F
21,536,000/ T #) 50E B # HA90 H =k,
FBIBO0OR B R HRIEEY) - AE4HE
BAREBERPAEKBEENEBALE
HEHIWNEK  Br1,750,0008 7T HY
BEWEEIN NEEBERZSZER
AT ERY

EREE—_T-/A\F+-_A=t+—H
IEFE 2 8 5 RWSRRER H 8
IBEAMHI T4

R-_E—+&E+-_HA=+—8 " £E
AEBMMRAZAISSZETFRES
83% KBS RENE 5 EIMHIEL

BREEENR -

R-ZEE—+F+=-_A=+—8 " K&
EESRUAELAHBERDRE
108,997,000 ST R BE X » 2 F K18
ERREHELEREAH  MALE
WES L EL RERBERE - BREW
Z1£9,270,000/8 L9 + NEEBERE
ZE BRI -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #Z=Z—%

e B SRR Y

— N\F+— =" ENEaE

TRADE AND BILLS RECEIVABLES 21. ESERRERERERE (£)
(Continued)
Trade and bills receivables (Continued) ESRRFERERERE (£)
Ageing analysis of trade receivables which are BHESFENE S EWRRENRER
past due but not impaired o
The following ageing analysis of trade receivables T AmEE E/UZTEE’JE 5 FEW A
based on payment due dates which are past due ZAT KB B A R BRER D AT o
but not impaired.
2017
—E—fF
HK$’'000
FHIT
1 - 30 days 1-30H 47,626
31 - 60 days 31-60 H 19,581
61 — 90 days 61 -90 H 14,437
Over 90 days @m0 B 27,353
108,997
Movement in the allowance for bad and RIFERBESH
doubtful debts
2017
—E
HK$'000
FHIT
Balance at beginning of the year FUHE 1,133
Exchange adjustments ME 5, 38 B 80
Balance at end of the year FUREERR 1,213

As at 31 December 2017, included in the allowance
for bad and doubtful debts are individually impaired
trade receivables with an aggregate balance of
HK$1,213,000 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
intially granted up to the end of the reporting period.
Management of the Group believes that no further
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.

BREEFERERAR/ —F

A—ZE—+HF+-_A=+—H A
REZRBENBIE REE S E KRR
T AR AR A1,213,0008 7T * 258
SRWHIERNRER BB —FREP
PAABRERKRE NETESHEK
HERTREER  AEBEEBE
ERVBRLHEEREHMAERTE

PRy SES RO TAED -
AEEERERE  BAEREER

BASME L BRINERE - NEEBEIEE
ISEPCYNEICESS 6o F 3235
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B R Y

For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

22. OTHER RECEIVABLES, DEPOSITS 22, HihEUWFIA ﬁi%&fﬁ NEN
AND PREPAYMENTS AND AMOUNTS H LUK FE U BE B A B TR IE
DUE FROM RELATED COMPANIES
2018 2017
—E-N\F —T—+F
HK$’000 HK$’000
FHET FE&T
Deposit paid EfERE 4,504 9,010
Deposit paid for acquisition of property WIS ~ BE KRR
plant and equipment EfEe 78,581 95,326
Prepayments FEfRtFRIE 15,345 20,297
Interest receivables JFEWCF B, 32 64
Other tax recoverables H b ] B F I8 41,452 34,310
Other receivables Hih W I8 11,883 26,368
151,797 185,375
Analysed as: D=
Current mED 70,869 80,537
Non-current ERH 80,928 104,838
151,797 185,375
Non-current deposits stated on the consolidated RERBRAKRAENIEREEZESE
statement of financial position include rental FHeme RKEYE BELKEZE
deposits and deposits paid for acquisition of MEMES °
property, plant and equipment.
Details of impairment assessment of other BHE_Z— ) \F+ZA=+T—HL*#F
receivables and deposits for the year ended 31 B BHEMEKRFBERIZE ZRE
December 2018 are set out in Note 41. FHE R R BEE I EE41 o
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* NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #Z=—

22. OTHER RECEIVABLES, DEPOSITS
AND PREPAYMENTS AND AMOUNTS
DUE FROM RELATED COMPANIES

%ﬁéﬁﬂ%i&%ﬁﬁ\f

— N\F+— =" ENEaE

22. ,Héf)l%ﬁ.%llﬁl%k I8 Eﬁ&ﬁﬁ%ﬂ
g L S

(Continued)
Amounts due from related companies FE R BR B A B FRIE
2018 2017
—E-N\F —T—+tF
HK$’000 HK$’000
FER T
Related parties E2)cba]
A related company* —f& F'EJHQ‘»%’ 860 366
Other related company* HoAh Ra R 3,077 =
3,937 366
e A related company controlled by close family * BRAR 75%5’\]3&%?«5’%%5@%]5’]

members of directors of the Company (these
directors are key management personnel of the
Company). The amount is non trade nature,
unsecured, interest-free and repayable on demand.
The maximum outstanding amount such other
receivables with the related company during the year
ended 31 December 2018 is HK$895,000 (2017:
HK$698,000).

L The related company is a fellow subsidiary of the
non-controlling shareholders who have significant
influence over subsidiary of the Group. The amount
in non trade nature, unsecured, interest-free and
repayable on demand. The maximum outstanding
amount such other receivables with the related
company during the year ended 31 December 2018
is HK$3,077,000.

BB AR (ZEEEAL R EINERE
ﬂiAa)oﬁ%ﬁgﬁ%#%’%&%
BEER - RERBREREE - R
BHE_Z—-)\F+-_A=+—HLHF
B BEBARNEMERREZ &
A 4 R Uk [ 4 8 A895,00058 7T (=
T —+4F : 698,000/87T) °

# ZEBH AR AHAEE—HHBA
Tﬂﬁim/az#iﬁﬂﬁﬂﬁﬁa’qlﬂ%
WEBAR - ZeHEEBIEZIHEE A
ﬁa%%ﬁw ﬁaé&/,ﬁzzgma;a RE
E2_F-NF+-_A=Z+—8HLEF
B BEBARMNEMRERFIEZ &
Kk AU B4 %8 43,077,000 7T
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For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

23.

210

PLEDGED BANK DEPOSITS, SHORT 23. EEFRITER EHETHE
TERM BANK DEPOSITS AND BANK REBRITHEBREAS
BALANCES AND CASH
As at 31 December 2018, pledged bank deposits RZZE—N\F+_A=+—H' 'K
represent deposits pledged to banks to secure the RRTHEFEERTRITEALTEE
bills payables issued by the Group, carried at fixed BHNENZEBERNER  BESE
interest rate ranged from 0.30% to 1.30% (2017: F &N F0.30%=1.30% (= F —+
0.30% to 1.30%) per annum. F : 0.30%%1.30%) °
As at 31 December 2018, short term bank RZE—-NF+ZA=+—H E8
deposits comprise bank deposits of fixed interest RITEREEREIHAR=MEAE
rates ranging from 1.40% to 1.65% (2017: 1.10% + @A &8 E EFFENF1.40%FE
to 1.30%) per annum with an original maturity 1.65% (ZE—+F : 1.10%%£1.30%)
between three months and twelve months. HIERTTIFRK ©
Bank balances and cash comprise cash held by the RITERLEESEREASEFEENNR
Group and bank deposits carry at variable interest e REREHNHBAE=Z@EAIIATHZE
rates with an original maturity of three months or BRITER - RZE—-—NF+=H
less. As at 31 December 2018, the variable interest =+—HB: ' ZEFEFMENTF0.001%
rates ranged from 0.001% to 0.30% (2017: 0.001% £0.30% (= T — £ F : 0.001%%E
to 0.30%) per annum. 0.30%) °
The Group’s pledged bank deposits, short term EESEER N EENE RS
deposits and bank balances and cash that are EMAEBEDEBROTER  BHF
denominated in currencies which are not the RRBITEHRIBEEHIIAT -
functional currencies of the relevant group entities
are set out below:
Euro Renminbi
HK$ uUsD (“EUR”) (“RMB”) VND
BT AR
BT Zn (&x)) TAE#%) MR E
HK$'000  HK$000 HK$000 HK$000  HK$000
FET FET FET FET FET
As at 31 December 2018 R=Z—N\F
+=A=+—H 1,114 110,084 12 259 1,737
As at 31 December 2017 RZE—+F
+=—A=1+—H 771 36,405 191 69 494

Details of impairment assessment of pledged bank
deposits, short term bank deposits and bank
balances for the year ended 31 December 2018
are set out in Note 41.

HE_Z—\F+-_A=+—8H1LF
B BECHEBRITER - RHRT
GEREBITESH ZBETHNFIEH
M EE41 o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #Z=Z—%

e B SRR Y

— N\F+— =" ENEaE

TRADE PAYABLES 24. EZEMNARIE
The credit period granted by the Group’s creditors rEEEBEREAGTHEEHAN ?ZT—
ranges from approximately 1 month to 3 months. BMAE=MA - A TRAEZSENK
The following is an ageing analysis of trade B/\X#ﬁ%:,ﬁﬂ ERFZEZAHZY E’]
payables presented based on the invoice date at BRI DT -
the end of each reporting period:
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FHET THET
0 - 90 days 0-90 H 192,771 156,373
Over 90 days HiE0 B 16,190 25,243
208,961 181,616
As at 31 December 2018, included in the Group's N—_EFE—-—NFE+_A=+—8"
trade payables balance is an amount due to a joint HARNEEBEZESENTEBEBLEHSH
venture of HK$16,243,000 (2017: HK$12,899,000). 16,243,000 (= & — + &
Such balance due to a joint venture is unsecured, 12,899,000/ 70) JHEN B & ER
interest-free and with a credit term of 30 days from T8 o EENS LD AEIKIE
the date of issuance of a monthly statement for Kes  EFEHAEBLHAEEE AMHH
purchases delivered in that month. These balances BB HEEE30H c RIREH
are aged within 90 days at the end of the reporting MI&RE ZS5&40REFEH
period. A o
The Group’s trade payables that are denominated AIEMBERTEt N gt
in currencies which are not the functional currencies BENNEEE S EMNZTIESYOT -
of the relevant group entities are set out below:
usb EUR VND RMB HKD
Ey B HEE AR B
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TAT THET TAET THET TAT
As at 31 December 2018 R-B-N\F
+ZA=1+-H 27,175 - 9,057 - 3
As at 31 December 2017 —T—+F
+=ZRA=+—H 22,340 17 9,927 94 60
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For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

25. BILLS PAYABLES 25. ENE
The bills payables are secured by pledged bank FEAT 4R T AR sEG8FTE Ay B IR iR
deposits as set out in Note 38. The following is an THEFEER U TRENEBRERE
ageing analysis of bills payables presented based WERERFEERZRHAHETN
on the date of issuance of the bills at the end of BRER DT -
each reporting period:
2018 2017
—E-N\F —T—tF
HK$’000 HK$'000
THERT FAT
0 - 90 days 0-90H 261,009 195,430
91 - 180 days 91 - 180H 135,133 89,745
396,142 285,175
The Group’s bills payables that are denominated in NIEEEEE T LI E BN st
currencies which are not functional currencies of BERAEEENZESETAT
the relevant group entities are set out below:
uUsD EUR
E BT
HK$'000 HK$’000
FHET FET
As at 31 December 2018 RZE—N\F
+=BA=+—H 62,014 9,402
As at 31 December 2017 RZE—t%F
+=—RA=+—H 47,630 1,270
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

OTHER PAYABLES AND ACCRUED
CHARGES

26. HihENRIERESER

2018 2017

—E-N\F T+

HK$’000 HK$’000

FERT FET

Accrued staff costs JFE A< B T 7 B 70,144 69,674

Other accruals HibhfEET &R 44,330 25,634
Payables on acquisition of WHEYE - BE &

property, plant and equipment BRI ER IR 49,792 35,441

Receipts in advance TE U FRIR = 19,411*

Other payables H {th &S 38 58,410 33,184

Total 4E=t 222,676 183,344

Receipt in advance balance was reclassified to
contract liabilities upon initial application of HKFRS
15 on 1 January 2018 (see Notes 2 and 27 for
details).

As at 31 December 2018, included in the Group’s
other payables balance is an aggregate amount
due to related companies of HK$2,750,000 (2017:
Nil).

These related companies are fellow subsidiaries
of the non-controlling shareholders who have
significant influence over certain subsidiaries of
the Group. Such balances due to these related
companies are unsecured, interest-free and
repayable on demand.

* BWFEESRR-_ZE—-N\E—HA—H
BIRERE SIS HE R 155
EFHBEEANEE (FBRANFE2
%27) o

R-_ZT—NE+=-_A=+—H " A
AEBEECEMNFKIBLAT2,750,000
BIIEMNEB AR RE (T —t
F |

ZEBM AR RYAKESETHER
FARAEARFEZFERRRNE R
MEBAR - ZEFRNEM ORGSR
EEM - RENBLERERE -
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For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

27. CONTRACT LIABILITIES 27. eHEE
31/12/2018 01/01/2018*
—E-N\F —ET-N\F
+ZA=+—H —H—8"
HK$’000 HK$’000
THET FET
Deposits received in advance for: P TPERBRIES
Manufacturing and trading of SHERBEEBMEY
elastic fabric and lace [EREYS & 51,702 13,961
Manufacturing and trading of Bl N B w5
elastic webbing 4,791 5,450
56,493 19,411
* The amounts in this column are after the adjustments * I AERE ARG ENFE155IEL
from the application of HKFRS 15. BEHDRE -
The following table shows how much of the revenue TRINTAFECHRBRAREESOAR
recognised in the current year relates to carried- HEEHRRR -
forward contract liabilities.
Manufacturing Manufacturing
and trading of  and trading of
elastic fabric elastic
and lace webbing
HEREEEY HER
BYENMRES EEREMET
HK$'000 HK$'000
FAT FAET
Revenue recognised during the year ended REMFAEHEBEHRN
31 December 2018 that was included BE-T—\F+=H
in the contract liabilities balance at the =+—BLEFEEERKA
beginning of the year 13,961 5,450
Typical payment terms which impact on the amount FEORIASNR BB AR
of contract liabilities recognised are as follows: AT -
When the Group receives a deposit from customer AR B R B R IR AT A & P UL
before the production activity commences, this RS BN a0RiEE (AE2
will give rise to contract liabilities at the start of a REBEFHMRETER) EXGHNAR
contract (i.e. upon receipt of manufacturing order B EERAESOBIBASRL -
from customer), until the revenue recognised on MREAEEERANEBEERER X
the relevant contract. Other than customers with BREELEELCHENEF S &
long term business relationship with the Group SEARNERRETERATFK
and/or satisfying historical settlement record, the EX30% = 100%&E °
Group typically receives 30% to 100% deposit on
acceptance of manufacturing orders from customers.
2714 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018
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e B SRR Y

— N\F+— =" ENEaE

BANK AND OTHER BORROWINGS/ 28. WRITRHEMMER BITEX
BANK OVERDRAFTS
2018 2017
—E-N\F —tF
HK$’000 HK$'000
iR TAT
Bank overdrafts RITES 12,385 =
Unsecured syndicated loan SRR EE N 1,194,265 965,257
Unsecured bank borrowings EILIPRITER 594,043 275,005
Unsecured other borrowing (Note) EEREMER () 5,850 -
1,806,543 1,240,262
Carrying amount repayable®: FEEBFUEIREE" -
Within one year —FR 727,981 262,291
More than one year, but not B —EETEBME
exceeding two years 660,931 188,504
More than two years, but not BBmEETNERRE
more than five years 417,631 789,467
1,806,543 1,240,262
Less: Amounts due within one year or B REBEMTRER
contain a repayment on demand —FREEXRE
clause shown under current liabilities BREREEIRIHNTRIE (802,081) (262,486)
Amounts shown under non-current liabilities EREBEMRIIR 1,004,462 977,776
Carrying amount of bank borrowings that BR—FAREER
are repayable within one year and contain BERERERERN
a repayment on demand clause RITEZNEREE 532,328 274,810
Carrying amount of bank borrowings that HiR—FRERR
are repayable more than one year but BEREKERERN
contain a repayment on demand clause RITERNEREE 74,100 195
606,428 275,005
* The amounts due are based on scheduled repayment * DB B IR E R s s 2

dates set out in the loan agreements and included
the unamortised portion of the prepaid transaction
cost in relation to the unsecured syndicated loan.

Note:

Other borrowing represents loan from a non-

G

controlling shareholder of a subsidiary which is
unsecured, carries interest at London Interbank
Offered Rate (“LIBOR”) plus 2.4% per annum and
repayable in December 2021. Such other borrowing

is denominated in USD.

BREEFERERAR/ —F

BEBMEE I@Tﬁﬁﬁﬁﬁﬁﬂifﬁ
BEFANZBEAZ REH D

H A tE R85k 8 — MY B X Bl FF IR
BRHER - RERR - R HBERTT
FIZEHFE ((RBBITEEFLSD 0
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28.

216

BANK AND OTHER BORROWINGS/
BANK OVERDRAFTS (Continued)

During the year ended 31 December 2017, the
Group entered into a new facility agreement for
an unsecured syndicated loan, which is to be
repayable by installments, from 13 May 2019 to 13
May 2021 and with an interest rate at Hong Kong
Interbank Offered Rate (“HIBOR”) plus 2.2% for
HK$ loan tranche and LIBOR plus 2.2% for USD
loan tranche. The unsecured syndicated loan is
guaranteed by the Company.

The unsecured bank borrowings and bank
overdrafts were guaranteed by the Company and/
or certain of its subsidiaries as at 31 December
2018 and 2017.

The Group has floating-rate borrowings which carry
interest at HIBOR plus 1.50% to 2.50% or LIBOR
plus 1.40% to 2.40% (2017: HIBOR plus 1.75% to
3.50%) per annum.

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018

28.

RITRHEMER RITEX (&)

BE-_T—+E+-A=+—HBIt&E
B AEEGEEFREERET LT
BEWHE BEREE T —NFHA
+=B&_ZE-_—FHA+=B5H#
BE BLERFHNERABTBRITH
¥R/RE(EBBTRAERE L
2.2%  METLERFFEABBIRT
REFRBI E2.2% - EEFIREBER
ThE AR BB ER -

R_BE-NER_ZE—+F+A=
T— 8B BEFRTERMRTEX
TRARRA R HEETHEBLAR
HIER -

AEEFZEEBR BBEBRITHE
R B IEF E1.50%E2.50% &
HIRITE E K B I F F E1.40%E
240% (ZE—tF: FARTAZE
FEIM.75%%E3.50%) 5128 °




28.

r “l‘. ¥
B OTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e W R RRME
For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE
BANK AND OTHER BORROWINGS/ 28. BITRHEMER HITEX ©)

BANK OVERDRAFTS (Continued)

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

AEBRITEEMBROERAN X
(TFRERFTHOME) BELWT

2018 2017
—E-N\F —T—+F
Effective interest rate (per annum): BB (F) F= -

Floating-rate borrowings FEMEK 2.28%-4.75% 2.01%-3.66%
Fixed-rate borrowings FEEMER - 6.50%
The Group’s bank and other borrowings that are PR S B E B2 1) 8L 5 ﬁ(ﬁ\ Bt
denominated in currencies which are not the = E"] ALRBRIT RH M fE K ﬁk 51 4

functional currencies of the relevant group entities L
are set out below:
HKD uUsb
AT Ep
HK$’000 HK$'000
FAT FAT
As at 31 December 2018 R-B-NE
+=—HA=+—H 479,611 376,350
As at 31 December 2017 R_TE—+4F
+=-—A=+—H 472,197 39,000
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29. OBLIGATIONS UNDER FINANCE

LEASES

29.

Minimum lease payments

MEHERE

Present value of minimum

lease payments

BEAEMNR BEAENRRE
2018 2017 2018 2017
“E-\Ff —T—+F CZE-N\F C—T4LF
HK$°000 HK$'000 HK$’000 HK$'000
THER TAET FHET TAEL
Amounts payable under MEHRERET
finance leases: FERZOR
Within one year —FR - 632 - 629
Less: future finance charges B RRBERX - () = -
Present value of lease obligations ~ FAE&IERE - 629 - 629
Less: Amounts due for settlement  J§ : —EREIHHEER
within one year (shown as FIE (AR
current liabilities) AEMR) - (629)

Amounts due for settlement
after one year

—FRYMERNTR

The Group leased certain of its machinery under
finance leases. The lease terms ranged from 3
years to 4 years. Effective interest rate underlying
all obligations under finance lease was 3.75% per
annum as at 31 December 2017. All leases were
on a fixed repayment basis and no arrangement
was entered into for contingent rental payments.

The Group’s obligations under finance leases were
secured by the lessors’ charge over the leased
assets as at 31 December 2017 (Note 16).
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

DERIVATIVE FINANCIAL INSTRUMENT TTEERMIT A
2018 2017
—E-N\F —T—+tF
HK$’000 HK$'000
FHT FHET
Financial liabilities SREE
Put option Roh HAE 3,195 4,426

Call option of Charming Elastic

Pursuant to the Charming Elastic Shareholders’
Agreement (as defined in Note 18), the Group was
granted the right to acquire an additional 11%
equity interest of Charming Elastic from the Majority
Shareholder should Charming Elastic meet certain
financial performance target during the 18 months
ending 30 June 2017 or 36 months ending 31
December 2018 (the “Call Option”). The Call Option
is recognised as a derivative financial instrument at
FVTPL by the Group. The gain on fair value change of
such call option HK$130,000 for the year ended 31
December 2017 was recognised in profit or loss as
other gains and losses as set out in Note 8.

As set out in Note 18, the Call Option was
exercised during the year end 31 December 2017.
Upon the exercise date, the Group derecognised
the Call Option and the fair value of the Call Option
is recognised as part of the consideration of the
acquisition of additional 11% equity interest in
Charming Elastic.

FEBRRTEHAENE

BEFBERETREDGS (EERMH
i118)  AEBERENEEERE
WIEFABERBREREIMI%AARE -
WAEBBEEREE T —LF A
=tHIL8EARsRNEEZE—_ZE—NF
+ - A=+—H 1361 A ERE T8
BREEBZ ([REHE]) - REHE
HAEEERAABBEBREAFER
ENTAERIAE REE-Z—+
F+—_A=+—HIEFE BEERE
H#E N {E & &) ) U 25130,0007% 7T
RERERAHMKE REE - K
FISFTEL ©

PANKT 18P BB HRERNBE=
E—tF+__A=t—HILFEET
£ - RITE B HR - NREBBUSRER
REE - mMABHAENAFERR
S EFBBRREREINM %A E
HHE -
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30.

220

DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

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
FVTPL by the Group. The gain on fair value change of
such put option of HK$1,231,000 (2017: gain on fair
value change of put option of HK$354,000) for the year
ended 31 December 2018 was recognised in profit or
loss as other gains and losses as set out in Note 8.
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PTEEMIA (#)

ZESRTHR LR

REFEBRBHEREGZE KRN K
BERAKREXNRFEERRTHNEZM
Rig - BEBREH S —(BRAE
TEEBNZRAEEZGBERR
TRRBEAHEREBR T _F
FLtA-HE-T-_FXA=1H

MEMRNEMREGAS —BREFE
WFEBBRBTNEE NI D HIT

me RLERTERREREBRBE
miEAFEFENTESRTEAE - B
HE-_Z—\F+-_A=+—H1LF
- BERLGEHRATEESN NS
1,231,000 70 (Z T —+tF : R4 H
A EZHHIUW 354,000 7T) R
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE
DEFERRED TAXATION 31. EEMHIE
The following is the major deferred tax assets INTAERAFERBEFENTED
(iabilities) recognised and movements during the WRELEHIBEE (BE) k&% -

current and prior years.

Allowance
Deferred  Capitalised Allowance for doubtful Accelerated Retirement Undistributed
government finance for  debts/ECL tax benefit  profits of
grants costs inventories  provision depreciation obligations subsidiaries Total
REERE/
BERF  CEAL BAEE il & WELF

wBpe MERE GERE  FERE  BERE  BAEE  AAWER E2h
HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
Fhr Thr  TiEn Fin Fin Fir Tér  Thn
Adamay20l7  WIE-+E-F-B 180 Q74 1488 28 - - - W
(Charged) credited to ~ 1EEE (F1B) A
(

proft orloss (Note 13~ (Ff3¥13) (321) 171 - - - = = (150)
Bxchange adjusiments [} & 119 (185) 103 20 = = = 57
At 31 December 2017 RZF—+F

+=A=1+-8 168 Q78 1561 3m - - B
Adjustment (Note 2) % (3k2) - - - 2,608 E = - 2608
Atdaay208  RZE-ME-A-R 1638 @7 11 201t - - S X
Acquisition of a subsidiary Y —FENBA

(Note 35) (Wiz3s) S - - - (3075 574 -5
(Cherged) credted to 48 (#1B) 5T

proft or loss (Note 13~ (Ff3¥13) (197) 175 - 1,244 647 - (2,726) (857)
Charged to other e 2 ER R

comprenensive income - - - - - (245) - (245)
Exchange adjustments B 3% (64) 120 () (218) - - 5 (283)
At31 December 2018 R=%- N\

tZR=1-H 1,377 (2,433) 1,490 3,937 (2,428) 329 (2,726) (454)
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31.

222

DEFERRED TAXATION (Continued)

The above deferred tax assets and liabilities within
the same tax jurisdiction have been offset for
presentation purpose in the consolidated statement
of financial position. The following is the analysis of
the deferred taxation:

BT R i

EEBIR (4)

EHmME » LABRE—HRBEEDE
BRAEEHREERBBEERES
MBAORN KT - AT BELEHED
DT

As at 31 December

W+t=BA=+—8
2018 2017
—E-N\F —t5F
HK$’000 HK$’000
FET FET
Deferred tax assets RIETRIBEE 4,371 774
Deferred tax liabilities BERIAEE (4,825) =
(454) 774

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$1,118,388,000 as at 31 December 2018 (2017:
HK$1,091,080,000), 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
HK$40,489,000 as at 31 December 2018 (2017:
HK$16,485,000). 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. Included in unrecognised
tax losses are tax losses of HK$3,303,000 (2017:
10,763,000) that will be expired within five years,
other tax losses may be carried forward indefinitely.
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* NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B SRR Y

For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

32. SHARE CAPITAL 32. BR
The detailed movements of the Company’s share RABRAREBFITHINWT ©
capital are set out below.
Number of
shares Amount
RHEE £ ]
HK$ HK$'000
BT FEL
Ordinary shares of HK$0.01 each FiRMEE0.01 BT Tk
Authorised: ETE
At 1 January 2017 and 31 December ~ R=E—+45—A—AK
2017 and 2018 “TERE-N\F
+-A=+—H 50,000,000,000 500,000,000 500,000
Issued and fully paid: BETRER
At 1 January 2017 RZE—+F—H—H 1,028,781,000 10,287,810 10,288
Issue of shares upon exercise of RITFEERER BTG
share options (Note a) (izta) 7,727,000 77,270 77
At 31 December 2017 RZF—+EF+ZA=+—H  1,036,508,000 10,365,080 10,365
Issue of shares upon exercise of RITERRER BTG
share options (Note b) (fi5¥b) 3,215,000 32,150 32
At 31 December 2018 RZE-NE+ZA=+-H 1,039,723,000 10,397,230 10,397
All shares issued rank pari passu with other existing FIBEEITROEME T HEEMIR
shares in all aspects. BREOHDEZARSHEZ -
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For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

32. SHARE CAPITAL (Continued)

224

Notes:

(@)

On 12 and 13 January 2017, 30 March 2017, 22,
24 and 31 May 2017, 9, 15 and 29 June 2017, 14,
17, 19, 20, 21, 26 and 28 July 2017 and 14 and
18 September 2017, the Company issued 132,000,
215,000, 150,000, 650,000, 30,000, 1,010,000,
950,000, 400,000, 110,000, 745,000, 1,755,000,
120,000, 210,000, 280,000, 220,000, 480,000,
120,000 and 150,000 shares respectively upon the
exercise of share options by a director and certain
employees.

On 17 January 2018, 18 September 2018, 2, 13
and 16 November 2018 and 14 December 2018,
the Company issued 120,000, 100,000, 1,000,000,
1,500,000, 275,000 and 220,000 shares respectively
upon the exercise of share options by two directors
and certain employees.

32. BR& (&)

B RE -
(a)
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A —E—+F=ZA=+H —Z=—
+tH&ERA-+=-H -AA-+HEBER
RAA=+—HB —ZE—+EX~AN
H - ~XA+HRBEASNAZ-+HhB =
E—+F+A+ME - EA+ER"
+A+hAB -tAZ+H -tAZ=+
—B-tA=-t+x<BRtA=-+NH
UWE—ZE—+FALA+IHABENAT
NB ARBIR—NUEERETREE
1T B IR 1R o Bl E17132,0008%
215,000/% + 150,000% * 650,0004% -
30,0000% * 1,010,0000% + 950,000
f% ~ 400,000/% * 110,000f% ~ 745,000
Mg -~ 1,755,000/% + 120,000/ -~
210,0000% * 280,0000% * 220,0008% *
480,000/%  120,000R% 52150,000/4% %

{/\ o

R-Z—N\F—A++B - ZZT—N
FAA+NB 22— N\FE+—F=
B-+—A+=BE+—A+/,<BHN
E—_Z—NE+-A+HmA KA
RRNEZERE TRERETFERERER
2 Bl # 77120,0004% * 100,0000%
1,000,0008% ~ 1,500,0000% ~ 275,000
f% K2 220,000 %5
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For the year ended 31 December 2018 HZE=—Z— N\F+-_A=+—HILFE

RETIREMENT BENEFITS PLANS

Defined contribution plans

The Group operates a Mandatory Provident Fund
Scheme (“MPF Scheme”) under the rules and
regulations of the Mandatory Provident Fund
Schemes Ordinance for all qualifying employees in
Hong Kong. Contributions are made based on a
percentage of the employees’ salaries with a cap
of HK$1,500 per month per employee starting from
1 June 2014 and are charged to the consolidated
statement of profit or loss and other 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 2018 and 2017.

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.

Eligible employees in Vietnam currently participate
in State Social Insurance Fund, which is a defined
contribution pension scheme operated by the
local municipal government. The calculation of
contributions is based on certain percentage of
employee’s payroll.

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 2018, the total
costs charged to profit or loss are HK$39,439,000
(2017: HK$43,660,000), representing contributions
paid/payable to the above defined contribution
retirement benefits schemes.

33.

RKEF T E
REMKEE

REBIRE R B MEATE DT EEH
RMAIKRED - BEMEEEAERE
B2EgHEATETE ([BESH
2 HENEBEEFMONETES
thEFE AT —WFEASA—HEL
RAESZEEEA1,50087T - 5B
IR B RTE ST EIAR B & B3R
B BEGABEEREMEEKE
T - BECHEEEEAERE
ENHEE BABUXTATEES
RE KRB N\FERZZE—tF+
“A=+—8 TEHFIUERATH
LUR > R REE R RN -

ARAWFPENBARAKRERAE
BRHMETED LR KFEE
MBI R E R RKRFTEEL - (ER
BHES

BREEEREEBM2EBARL SR
EE  WH—ARTBRFEEDN
RERFRETS - HFIIREESR
FHMETEOLEE -

RSB Bt R E PR TR A ET 8
B — B ERRBESFTEEL AN

=+
Koo

Hz_Z2—-N\F+-_A=+—H
FEEE HESNBROKXAERE
/39,439,000 T (= & — £ &

43,660,000/ 7r) + Bl Fut R F R IK
BRFTEIMNE R AR -
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33.

226

RETIREMENT BENEFITS PLANS
(Continued)

Defined benefits plans

Under the Payment of Gratuity Act, the Company’s
Sri Lanka subsidiaries are required to operate
defined benefits plans by paying gratuity to
eligible employees who have served continuously
for five years and more under one employer.
The calculation of gratuity is based on certain
percentage of employee’s salaries and their number
of years of service. The details of the defined
benefits plans operated by the subsidiaries in Sri
Lanka are as follows:

33. RKBHFE @)

RERAE

REBREMES X NE - ARBOHTEHE
THERARARLAERHNE - @
RRRITEERBAFERALNE

EREEXMNRME -

B T3 R &

BEHENET A DL MEEFZ RS
FHFE - A ER KM B ARRZL
KSR ERAET SR T

Retirement benefit obligations EREANEE
2018
—z- N
HK$’000
FHExT
At the beginning of the year REH) -
Acquisition of a subsidiary (Note 35) Ue B —FRKT B~ A (BI3E35) 4,103
Current service cost 5 B AR A A AN 765
Interest cost B A 113
Actuarial gain BE W (2,008)
Contributions paid N FErEIRHR (154)
Exchange gain B 5 e (436)
Others Hith 3,077
At the end of the year RER 5,460
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RETIREMENT BENEFITS PLANS
(Continued)

Defined benefits plans (Continued)
Retirement benefit obligations (Continued)

The amounts recognised in the consolidated

33. RIRBERIFE @)

REBNE (&)
RABRNEE ()

MrEBRmkEtEEE S

K HEREY

statement of profit or loss and other comprehensive TRIT :
income are as follows:
2018
—2-N\&
HK$°000
FET
Current service cost IR B AR TS AR AN 765
Interest cost FBRL A 113
Recognised in profit or loss RIBRER 878
Actuarial gain breakup is as follows: BEBERAMIAT
Gain from change in financial assumptions VB REZEES KRG (308)
Experience adjustments (BRI (1,700)
Recognised in other comprehensive income REMEEKEER (2,008)
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RS RR AT L

RETIREMENT BENEFITS PLANS
(Continued)

Defined benefits plans (Continued)
Retirement benefit obligations (Continued)

This obligation, which is not externally funded,
is based on an actuarial valuation of the defined
benefit plan based on the projected unit credit
method, which is the benchmark method specified
in HKAS 19 “Employee Benefits” carried out by a
professional actuaries as of 31 December 2018.
The gratuity liability of the subsidiaries in Sri Lanka
is based on an actuarial valuation carried out by
Messrs' Towers Watson Actuaries, in January 2019
whose principal place of business is located at 2nd
Floor, Tower B, Unitech Business Park, South City-
1, Gurgaon-122001, Haryana, India. The principal
assumptions used for this purpose are as follows:

33.

BT R i

RIKBEREE (@)

RERRNGE (&)
RABRNEE ()

WERABESREINEETTIUNE
X¥BEMBEzE_Z—)/\F+=-A=
T — BREREMA K AE (U
ABEBEFERFE19% [EEEF
EEMEERE) A TR B E
THRBETGHAEER - TEH R
BRI RME & &) A HMessrs'
Towers Watson Actuaries (& ¥ &
& % 4 257 A 2nd Floor, Tower B,
Unitech Business Park, South City-
1,Gurgaon-122001, Haryana, India)
RZZE-—NF-RAETHRETME
BER - ARt — B EE/REW
™o

2018
—E-N\F

Discount rate per annum
Annual salary increment rate
Retirement age

Withdrawal rate

FRE| X

FH R EEE

RINFER
BERK

11.6%
9%
55

% 15%

=

As the amount of retirement benefit obligations is
insignificant, no sensitivity analysis on assumptions
used in the actuarial valuation is presented.
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For the year ended 31 December 2018 HZE=—Z— N\F+-_A=+—HILFE

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 2018, the number of shares in
respect of which options had been granted and
remained outstanding under the Pre-IPO Share
Options Scheme was 85,000 shares (31 December
2017: 3,300,000 shares).

34.

AR A0 R EL 1 BV A3 3K

RER-_Z—HNFEARNREBIAR
FEERRARNRAERAFREERBR
et e (BERAFMBERBRE
B) RiEkiETE ([BREstE])
TEREFNAERERRKAIE
b 75 Bl B R A 5 3% R R AU AT
g MBI SR b BB BB AE B
HERF R +FREH -

SAIB T8I =
BHBE -

B HRA R &

RZZE—-—N\FF+_A=+—H " &R
BEXAAREENEREFEERD
MEARITEOBERESENRHEE
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34.

230

SHARE-BASED PAYMENTS (Continued)

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 2017 and 2018:

34. URDABEBRNNRK (&)

TREBHE T £EL TN
E+=F=t—ALFEEENRE
ERONGE RS HE BT

NREREZ S
Exercised 31 Exercised 31
1 January during December during December
2017 the year 2017  the year 2018
“2-tf = —g-)\f
-R t=A :

-B e =t-B FREAE  =t-H

Number of share options outstanding:  KIE{TEERIES T -

 Directors of the Company - AATEE 4000000 (1,500,000 2500000 (2,500,000) .

~ Employess B 7007000 (6227000 800,000 (115000 85,000
11,027,000 (7,727,000) 3,300,000 (3,215,000) 85,000

Number of share options TR RS B

exercisable 512,000 3,300,000 85,000

Note: Mzt -

The Group had recognised share-based payment expenses
of HK$238,000, HK$238,000 and HK$159,000 in profit or
loss during the year ended 31 December 2017 in relation
to the share options of Mr. Lu, Mr. Wu and Ms. Zheng,
respectively.

REBMERBE-_ZT—+tFE+-A=+—8
IWHEEZEBEAR  DRIRELE  REER
B0 27 = 7 B PSR RE TR AR A7 7 L7 Y 15 5K B
£238,0005% 7T ~ 238,000 7T & 159,000/
=
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SHARE-BASED PAYMENTS (Continued)

During the year ended 31 December 2018, the
weighted average closing price of the Company’s
shares at the date on which the share options were
exercised by two directors (2017: a director) was
HK$1.91 (2017: HK$4.84) per share.

During the year ended 31 December 2018, the
weighted average closing price of the Company’s
shares at the dates on which the share options
were exercised by employees of the Group was
HK$2.59 (2017: HK$6.09) 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.

34.

URDARERNER (&)

HE_ZT—\F+_A=+—HLHF
B ARRBRONBREEMBES
—E—+tF: —R/EF)TFEEAN
MEFHRTEEERIOVET (=
T—+F  4.8487T) °

2 E-N\FE+_B=1+—H1*F
E ARBRMREBREELAEEE
BITFEEHZMEFHKRTELESR
25987 (ZE—+F : 6.0987T) °

BEEAARAEEMBERETERD
ZEREADIRNEHZEEREAR
HE— F_NE=ZRBAFEHILARH
A% 17 42 8L 5920% ~ 30% K50%57 B °
ZEBRENTERA-_S—AFH
At+hBZE-E—hAERA+ANAE -

BRER-_ZE—NONFRATILAR
t o ITEEBAEK1.0758 T - R
EAAECEEANKREBHEEDN
B #E 2 2 F{E 533,640,000/ 7T ©
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SHARE-BASED PAYMENTS (Continued)

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

BT R i

URGBHBERBNNRK (&)

AMREARGAER-_T—NFEAHA
THhERONEEREZ AFE

Spot price per share on grant date

Exercise price IEE

JEm R (Kfita)

Life to expiration (Note a)

Expected volatility (Note b)

RIE AN ERREE

AR IR (FiaEb)

¢

Bk

& (PfiEe)

Dividend yield SRl
Risk-free interest rate (Note ¢) gy
Notes:

() 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.

(c) 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 or loss, with a corresponding adjustment to
the share options reserve.

The share-based payments of HK$1,703,000 for
the year ended 31 December 2017 was recognised
in profit or loss (included in administrative
expenses).
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HK$2.150
21507 7T
HK$1.075
1.07587T
5 years
5%
42.80%
0.00%
1.202%
BisE
(a) EmE R BRI 2 & AR
U B EARR ST 5 AR o
(b) TEHR IR : ER4MAT & bR A E £
HERBRESZ(MER ZEmEH
Mz S HREED T -
(c) ERRFE: EBINEESEER
EwmE (HERBREBZMERZ
[EmFH) 2 o

=B B E R R
B2 DTE - s EBRIEA T B E
BOEERBRDENE S B
o BERBRYBHLEHBR
BATELEED -

REREMEERE - AEEEBFTH
TEE0 46 8 R 50 B O (A S B AR B -
E%EEH RN E (E)  NIEmEHE
R WRBBEREEFEREREE -

HE_ZT—+tF+_-_A=1+—8B1tF
g - M%ﬁﬁﬁwmﬁ 1,703,000/
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ACQUISITION OF A SUBSIDIARY

On 1 August 2018, the Group acquired 51%
of the issued share capital of Trischel Fabric
(Private) Limited (“Trischel”) for a consideration
of USD4,056,000 (equivalent to approximately
HK$31,637,000). This acquisition has been
accounted for using the purchase method. Trischel
engages in manufacturing and trading of elastic
fabric. Trischel was acquired so as to continue the

expansion of the Group’s fabric supply.

35.

WiE—EHNEAR

R—ZZE—NENA—HB x&H
LA R 184,056,000% 7T (# & B &
31,637,000/ 7T ) W& Trischel Fabric
(Private) Limited ([ Trischel]) 2 877
BRARBS51% - AXWBEBERABE X
HIBR © Trischelft EH%E & B FoE 4%

SEBYEAERE -

YR o W TrischelJh AiF BB A

Consideration transferred EEENRE
HK$’000
FH&TT
Cash Be 31,637

Assets acquired and liabilities recognised at

RUBES CHBEERCERS

the date of acquisition are as follows: (R

HK$’'000

FET

Property, plant and equipment Y% - BB NEAE 128,189
Prepaid lease payments FEHEERNK 2,000
Inventories F& 72,005
Trade and other receivables B 5 N E M EBGRIE 21,740

Bank balances and cash IRITHEB LIRS 1,141
Trade and other payables B 5 REMERFRIE (51,413
Bank borrowings RITIE (105,025)
Retirement benefit obligations RABEANEE (4,103)
Deferred tax liabilities BREREEE (2,501)
Net assets BEFE 62,033
BEBREREARAR/ —2—\FEH 233
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35.

234

ACQUISITION OF A SUBSIDIARY
(Continued)

Assets acquired and liabilities recognised
at the date of acquisition are as follows:
(Continued)

The fair value of trade and other receivables at the
date of acquisition amounted to USD2,787,000
(equivalent to approximately HK$21,740,000). The
gross contractual amounts of those trade and other
receivables acquired amounted to USD2,787,000
(equivalent to approximately HK$21,740,000), at
the date of acquisition.

35. WiE—EMHNBAT (&)

REBES CHBEERCERRASA
BT : (&)

RWERE E5REMERIIERN
N F1{E A2,787,000% 7T (HHE R &
21,740,000/ ) - RIWEBHHE - B
WHENZEE S MEMERRIENZ
A& FHE2,787,000E 7T (FHE R4
21,740,000 7T) °

Goodwill arising on acquisition: WEEENEE .
HK$’000
FAET
Consideration transferred BEERE 31,637

Add: non-controlling interests N JEERRiERR (A Trischel

(49% in Trischel) B49% %) 30,396
Less: net assets acquired B BB EEFE (62,033)
Goodwill arising on acquisition B EEREE S

The non-controlling interests (49%) in Trischel
recognised at the acquisition date was measured by
reference to the net asset value of Trischel as at the
date of acquisition and amounted to USD3,897,000
(equivalent to approximately HK$30,396,000).
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ACQUISITION OF A SUBSIDIARY 35. WiE—ENBAR (&)
(Continued)
Net cash outflow on acquisition of Trischel WEETrischelW3H €7 H F 5
HK$’000
FAT
Cash consideration paid ERERE (31,637)
Less: cash and cash equivalents B EWEReRREE
balances acquired B 1,141
Net cash outflow e ML FEE (30,496)

Included in the profit for the year of the Group is a
loss of HK$1,058,000 attributable to the additional
business generated by Trischel. Revenue for the
year of the Group includes HK$109,377,000
generated from Trischel.

Had the acquisition of subsidiary been completed
on 1 January 2018, total revenue of the Group for
the year ended 31 December 2018 would have
been HK$3,344,343,000 and profit for the year
would have been HK$272,548,000. The pro forma
information is for illustrative purposes only and is
not necessarily an indication of revenue and results
of operations of the Group that actually would have
been achieved had the acquisition been completed
on 1 January 2018, nor is it intended to be a
projection of future results.

ETrischel¥8 M % & BT E £ W &5 18
1,058,000/ 7T T3 5t AR & B F B )&
& o BTrischelE 4 #109,377,000/%8
TLIET AREBFEEZRA o

WMKEMNBATN T —N\FE— A
EERK AEEHE-_T—N\F
T+ A=+ HILEFEERNBRAEE
3,344,343,000%8 7T * MEE &FiE5
272,548,000 7L - W EHEZE L RHE
WA AVREBRBEBR T —
NE—A—BRKEAER TR
BRWMAREEESE  TESEAX
RELEZMTEA -
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36. OPERATING LEASE COMMITMENTS 36. KEHERE
The Group as lessee KEBERFABEA
At the end of the reporting period, the Group had RREHEERRE - AEBERTA
commitments for future minimum lease payments in BEEEHEETHRLAEREEY
respect of office and factory premises, warehouse ¥ PERBIBEAERRKER
and staff quarters rented under non-cancellable ENR - BB
operating leases which fall due as follows:
2018 2017
—E-N\F —E—+F
HK$’000 HK$’'000
FHET FE&T
Within one year —FRN 13,091 14,959
In the second to fifth year inclusive F_ELF (BDREEEMS) 20,280 10,422
Over five years BiARF 104,393 =
137,764 25,381
Leases for office premises, warehouse and staff KR THRAENE FEKELR
quarters are negotiated for an average term of three ESMHL TR A=F HeR ¥
years and rentals are fixed for an average term HEB=FARERE - BMEWHEHE
of three years. A lease for factory premises was AR ER=F - —RIEEEAR
negotiated for a term of three years. A lease for a 2 TR A EARR 13 7 E A 14 o
piece of land used for warehouse was negotiated
for a term of forty years.
37. CAPITAL AND OTHER 37. EXRRHMEAE
COMMITMENTS
2018 2017
—E-N\F —T—+tF
HK$’000 HK$’000
FHET FT
Capital expenditure in respect of the BAREME BE
addition of property, plant and equipment FEHEETHE
contracted but not provided for AEBENERNFS 306,355 112,622
Capital contribution to a partnership (Note a) MI&EAGIEE (Hitta) - 44,258
306,355 156,880
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37. CAPITAL AND OTHER
COMMITMENTS (Continued)

Notes:

(@)

The investment in a partnership is recognised as
a financial asset at FVTOCI (2017: available-for-
sale financial asset) in the consolidated statement
of financial position as at 31 December 2018 (Note
19). In February 2018, pursuant to a resolution
at a partners’ meeting of the partnership, the
partners in the partnership agree to reduce the
total capital contribution to the partnership and the
partnership will distribute certain portion of the paid
up contributed capital up to 31 December 2018
to partners according to their respective interest
in the partnership. Accordingly, the Group is no
longer required to make further capital contribution
to the partnership and is entitled a distribution from
the partnership of RMB6.7 million (equivalent to
approximately HK$8.2 million).

On 4 December 2017, () Best Pacific International
Sri Lanka (Thulhiriya) Limited (“BPSL (Thulhiriya)”),
an indirect wholly owned subsidiary of the Company,
(i) MAS Capital (Private) Limited (‘MAS Capital”),
a direct wholly owned subsidiary of MAS Holdings
(Pvt) Ltd (“MAS”) and (iii) Trischel entered into a joint
venture agreement (the “MAS JV Agreement”’) in
relation to the acquisition of 51% of the total issued
share capital of Trischel by BPSL (Thulhiriya) from
MAS Capital (the “Acquisition”), and regulating the
ownership, funding and management of Trischel on
the terms and conditions as set out in the MAS JV
Agreement.

37.

,%?/\EMM&%MT

—NETZA=t-RILEE
EARRHEMAENE (&)
GEE
@ REBRAMBAE=Z—N\FT=
At AMBARBRRR MR

BB

REBEAM KGR R FEYRL
CREE (ZE—tF: AfHEES
MEE)(ME19) c RZE—-NFZ
A BE-BaEARaBATER
BRER 6B ATNEBRARER
RAEEARNTEMNTEHAE - B4
5’”‘7#157;@/\%/\&%&55’”\%
AR RBEE - N\F+=
)EJ_+ BB T ESENETH

cHIt - AEEHTIEREERZA
"""Txfﬁ BAEREBERAEIMER
ARB67TEE T (HHENKB2ES
/ETE)E’] 7K ©

RZE—-—+tF+=AWMB-
(i) Best Pacific International Sri
Lanka (Thulhiriya) Limited (& 2
AlzHEE2ENE DR (BPSL
(Thulhiriya)l) * (i) MAS Capital
(Private) Limited (MAS Holdings
(Pvt) Ltd ([MAS]) 2 B & 2 & [
B 2~ 7)) ([MAS Capital|) © (i)
TrischelsTﬁé.\%Tz%% (TMASE &1
#1) - RABEBPSL (Thulhiriya)
MAS Capitaldft B Trischel® &6 2 #
TIRARS1% ([WBBIE]) - kiR
MASE & 155 2 PT 8 B I SR B 161 - 47
BTrischelIFTEHRE  MEREERSE

H o
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37. CAPITAL AND OTHER
COMMITMENTS (Continued)

BT R i

37. EXRHMEE &)

238

Notes: (Continued)

Pursuant to the MAS JV Agreement, the
consideration for the acquisition shall equal to 51%
of the net asset value of Trischel as at the completion
date and, in any event, shall be no more than
US$50,000,000. Pursuant to the MAS JV Agreement,
the completion of the Acquisition shall take place
on or before 1 August 2018 or any other date as
BPSL (Thulhiriya) and MAS Capital may agree in
writing. After completion of the Acquisition, Trischel
will continue its existing businesses including, among
others, manufacturing and trading of fabric. Prior to
the completion of the Acquisition, MAS Capital, MAS
and Trischel are independent third parties to the
Group.

The Acquisition has completed on 1 August 2018 and
Trischel is owned as to 51% by the Group since then.
Details of the above transaction were disclosed in the
Note 35.

As disclosed in the Company’s announcement dated
22 December 2016, Dongguan BPT and seven
independent third parties entered into an agreement
in relation to the formation of a company to be
established in the PRC (“the Investee”) to engage
in insurance business and related financial activities
in the PRC. Pursuant to such agreement, Dongguan
BPT has agreed to make a capital contribution
of RMB140,500,000 (equivalent to approximately
HK$ HK$158,765,000) in return for approximately
7.022% equity interest in the Investee. As at the date
of this report, formation of the Investee is subject
to the approval from China Insurance Regulatory
Commission and no contribution was made by the
Group to the Investee.

GERX

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018

(%&)
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EAMAS Capital LA Z @ 1% FE B TR H
HBEHER - RIKBEEETKE
Trischel i #E K LM ABEK > B
(B e REREEHED@EA -
RUEE S IBTACAT - MAS Capital »
MAS K Trischel BN E B 2 B 5 =
ﬁ °

WEEHEER-_Z—/\FENA—B%
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ZTZHRRAEHE - ?nim/\
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PLEDGE OF ASSETS 38. EHEE
At the end of the reporting period, the Group has RREHREALRE - ZEBEB KR
pledged bank deposits and certain property, plant THERARETYE  BEREE
and equipment to secure the bills payables issued ERAEEZHHMNENERKRENR
by the Group and finance lease obligations. The EAENER KB EENRAES
carrying amounts of the assets pledged are as FIEAT
follows:
2018 2017
—EB-N\E —E—H4F
HK$’000 HK$’000
FHT FHT
Pledged bank deposits EHEAIRITER 82,220 54,623
Machinery 2L - 34,019
82,220 88,642
CONTINGENT LIABILITIES 39. _AREE
The Group does not have any contingent liability so AEEMEEREEEMASASE T
far as the management is aware that is pending or A] A RIER S A BB B ) =X
threatened by or against companies of the Group. NBIE -
CAPITAL RISK MANAGEMENT 40. EXRABER

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 and other borrowings
as disclosed in Note 28 and equity attributable to
owners of the Company, comprising share capital
disclosed in Note 32 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.

AR EE R H A RN AMER A S st S 4
BRERLE FANEBRELCEHKEK
BESRMESERO®R - AEENHE
BREE F—FERLERFTE -

AEBEEARRERRERER (BRENH
2BFT B M IRIT R EMER) UK
ARBHEAANEEED (BIEMES2
PR BRI A R s )

EEELEEESRANEZREN
HENERRTERNRE - BER
o AEERBEBRMSBE - BITH
P A B B 17 3B 75 S B B 3R B (& 75 A
FEHEERBEANRE -

BEERERERAR / — 2 \FFR 239




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B R Y

For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

41.
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FINANCIAL INSTRUMENTS 41. €I H
Categories of financial instruments SRMIAESE
2018 2017
—E-N\F —F—tF
HK$’000 HK$'000
FET FET
Financial assets EREE
Financial assets at amortised cost A BRI S RV E B 1,302,109 N/A
Loans and receivables Bk EWGRIE (B
(including cash and cash equivalents) He KBS EY) N/A 931,665
Investment in a partnership at FVTOCI FREMEEEEEATE
FIBRIRE G AR 18,642 =
AFS financial assets AHHESmEE - 27,512
Financial liabilities ERAGE
Financial liabilities measured at B HK ARG 2/
amortised cost TRAE 2,634,322 1,870,986
Financial liabilities at FVTPL BBEFEANTE
FTENTRAE
— derivative financial instrument —PTHESmMTA 3,195 4,426

N/A:  not applicable

Financial risk management objectives and
policies

The Group’s major financial instruments include
investment in a partnership, derivative financial
instrument, trade and bills receivables, other
receivables and deposits, amounts due from
related companies, pledged bank deposits, short
term bank deposits, bank balances and cash,
trade payables, bills payables, other payables
and accrued charges, bank overdrafts and bank
and other borrowings. Details of these financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments
and the policies on how to mitigate these risks are
set out below. The management manages and
monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.
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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, fixed-rate borrowings
and obligations under finance leases.

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

The Group’s exposures to interest rates on financial
liabilities are detailed in the liquidity risk section of this
note. The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of HIBOR or LIBOR
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 and other borrowings
outstanding at the end of the reporting period
were outstanding for the whole year. No sensitivity
analysis is presented 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 2018 would decrease/increase by
HK$7,542,000 (2017: HK$5,028,000).

41.
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FINANCIAL INSTRUMENTS (Continued) 41. €T H (&)
Financial risk management objectives and HRREREEEERBEK (£)
policies (Continued)
Market risk (Continued) miEER (&)
Currency risk B E e
Certain trade receivables, trade payables, bills ATEZRKFIE - BEZEMNIE -
payables, bank balances and cash, and bank BAERE - RITEHB RIS ARIET
borrowings are denominated in foreign currencies BRANHEEREEENNEEEI
other than the functional currency of the relevant SNEYINEESHE - BN & B E MK
group entities, which expose the Group to foreign [B g o ANEE W EINEEIRIK o A
currency risk. The Group does not have a foreign - BEEEEEIINERR  WHERFE
currency hedging policy. However, the management EFEEE P EBRINERE ©
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 AEFEUIINEFENEBEERAR
denominated monetary assets and liabilities at the R EHEERENREEDT
end of the reporting periods are as follows:
Assets
BE
2018 2017
—E-N\F —E—+F
HK$’000 HK$’'000
FHET FH&T
EUR against HK$ BT H BT 8 231
RMB against HK$ ARER BT 390 69
USD against HK$ ETLHATT 409,007 328,714
VND against USD B RETT 4,946 3,112
HK$ against USD BILRETT 2,510 2,263
Liabilities
aE
2018 2017
—EB-N\E TE
HK$’000 HK$’'000
FHET F&T
EUR against HK$ BRTT R TT 8,476 1,287
USD against HK$ ETLABTT 465,539 109,064
VND against USD WEERET 12,461 14,490
HK$ against USD BT R ETT 479,614 473,621
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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 are RMB, HK$ and USD at the end of the
reporting period are as follows:

41.

ERWMTH (&)
BREAREREERKE (£)

mEER (&)
E¥mE (&)

R E R A& RE - OMERHER &
BAAREAHKNEIERIIMT -
ERRERERNEEERARYE B
TTRETHE THEBRRNGS BB

Amount due (to) from
group entities

() BEREEERE

2018 2017

—B-\F  —E—tfF

HK$’000 HK$°000

FEx FHET

HK$ against RMB BITA AR (369,896) 110,215
USD against RMB ETHARE 194,206 (11,885)
HK$ against USD ABITHET 3,334 9,156
EUR against USD BT ETT 7,539 10,738
EUR against HK$ BT R BT (7,539) (8,559)

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 HK$.

RN

BRBTEE T - REETFAEHE
T ABTTERYEEMERNED -
it - NHIEURNE O AT I 4 B HE ST Bl
BTN E -
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Currency risk (Continued)

Sensitivity analysis (Continued)

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

41.

ST H &)
BREREEEERBKE (&)

SRR (&)

E¥mE (&)

BRI ()
TRAAAEEHESEERIGEE
AR B SNE T K1 0% 80 §URNE -
FrEEME RS TE - 10%RE R
EbLERTREEZFNGRIEL
Ko FRUEDTEBRER AR Z LA
SNESIEMERIER REBARQEME
SNEE SRR - R BIRIZ10%H E X &
BHEEERE - NI EBETRINER
EEEERIEEE (BTHARE
S ETT) FHE10%R A FE R B & &
Mg - SNEHR BB ERINGER
¥ (BT AREHET) RE10%E
BARFEERGEELHRMERNZE -

2018 2017
—E-N\F —F—tF
HK$’000 HK$'000
FEx FET

(Decrease) increase in post-tax profit AEERBERF CHL)

for the year 20

Foreign currency against HK$ HNEE B TT (1,304) (797)
Foreign currency against RMB HNEE AR (14,934) 8,358
Foreign currency against USD HNEEHLZETT 2 (51)

In management’s opinion, the sensitivity analysis is
unrepresentative of the inherent currency risk as the
exposure at the end of the reporting period does
not reflect the exposure during the year.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

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 derivative financial instrument and financial
asset at FVTOCI. 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 financial assets at FVTOCI had
been 10% higher and all other variables were
held constant, the Group’s investment revaluation
reserve would increase by HK$1,864,000 as at 31
December 2018 as a result of the changes in fair
value of financial asset at FVTOCI. If the prices of
the financial asset at FVTOCI had been 10% lower
and all other variables were held constant, the
Group’s investment revaluation reserve as at 31
December 2018 would decrease by HK$1,864,000.

41.

ERWMTH (&)
BREREEEERKE (£)

miSER ()

E 1 1E18 78R

AEERTESMIARBEAMS
mEEREAFEIENEREEME
A ERRR BEEEEATHE
BREXRREEARBEER -

RN T

VAT 8RR 9 AT T AR 158 R o5 HA ) 4
R BREREE - sLBRMED T
mE - PMEFENSRRELXRS
10% °

WEBHEME2EKRRIIERFEY R
MNEMEENEBWK EFA10% - AT
FEMEBHEFTE  AAEER =
E-N\F+_A=+—HBHHKREEH
FEEAEZHEMEANSZEAFE
FIBRM S EEN A FEEE) MmN
1,864,000/ 7T © Wi @ HE 2 E K=
EAFEIENESREENER TR
10% @ MATE L& MF 12 - 8l
AEBR _TE—N\F+_HA=+—H
7 1% & E 1 7 B 18R 41,864,000

JC ©

BEERERERAR / — 2 \FFR 245




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B SRR MY e

For the year ended 31 December 2018 HZ=—ZT— N\F+_A=+—HILtFE

41.

246

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment

As at 31 December 2018 and 2017, the Group’s
maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to
discharge obligations by the counterparties as at
the end of reporting period are arising from the
carrying amount of the respective recognised
financial assets as stated in the consolidated
statement of financial position.

Trade receivables arising from contracts with
customers

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.
In addition, the Group identifies trade receivables
that are credit impaired and assesses their ECL
individually, and performs impairment assessment
under ECL model upon application of HKFRS 9
(2017: incurred loss model) on the remaining trade
balances based on provision matrix. The estimated
loss rates are estimated based on historical
observed default rates over the expected life of
the debtors and are adjusted for forward-looking
information (for example, the current and forecasted
economic growth rates in Hong Kong, PRC and
the U.S., which reflect the general economic
conditions of the industry in which the major
debtors operate) that is available without undue
cost or effort. Such forward-looking information is
used by the management of the Group to assess
both the current as well as the forecast direction
of conditions at the reporting date. The grouping
is regularly reviewed by the management of the
Group to ensure relevant information about specific
debtors is updated. In this regard, the management
of the Group considers that the Group’s credit risk
is significantly reduced.

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018

41.

ST H (&)
BREREEEERKE (£)

FERRNEENE

RZBE—N\FEER-_E—+F+-_A=
+—B  AEERBFHRERTSE
HRGERSBEITETEHBEEFT
AENGSEERR - IRELEREH
BRRAKRTEYSERREREEN
BRI

KEEFEHZEZENIEA

SEEREEERR  A&EEEE
EEZKEBFKARETERAEE
ETERERLL YHTHEMERRERF
AR R BR ERUBR #E 45 s U (2] 0 RS 7R -
o REEBNELEEERECE
Y REY ERFEERREES
B MMEEREBMBHRELENFE
SiE - REREGERZBEREEER
B (2T —tF: EELBERN)
B NEFHERETRERE - Y
B8 R IR RN T M A B SR B
PIBEQNRME  UREBEEFHET
VBRI AL )R] 1S H AR 1
B (PR EZEBALERE
TEEBKERANES  FEKEE
B E R FAREEERRK) (FHH
E-AEEEEBEAZSARMNE
FHaHE RS B R IR R R AR E B -
TEEETE RS AR ME  IRERE
ERFHBBENCEER - sLitm
5 ARBERERRAEENESR
R EKERD -




41.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #Z=Z—%

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

The Group had concentration of credit risk on
trade receivables as 20.6% (2017: 18.8%) of the
total trade receivables were due from the Group’s
largest customer based in Hong Kong and 42.0%
(2017: 38.7%) 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 2018.

Bills receivables, pledged bank deposits, short term
bank deposits and bank balances

The credit risks for bills receivables, pledged bank
deposits, short term bank deposits and bank
palances are limited because such amounts are
placed in banks with high credit ratings assigned by
international credit-rating agencies or state-owned
banks.

The Group has concentration of credit risk on liquid
funds which are deposited with several reputable
banks.
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For the year ended 31 December 2018 &= —%

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment

(Continued)

The Group’s internal credit risk grading assessment
comprises the following categories:

41.

BT R i

ERMTHE (&)

BREAREEERREE (&)

FERBRBENG (&)

AEBENHREEER

THIRER -

sERBRYAFEERE

Internal Other financial
credit rating  Description Trade receivables assets
WEEEFHR B 5 IR HttemEE
Low risk The counterparty has a low risk of Lifetime ECL — 12m ECL
default and does not have any past-due not credit impaired
amounts or the past-due amounts are
insignificant
(EVENA %T%ﬁmiiﬁﬂﬁﬁﬁﬁ BWmEmpg 2HEBEEEE - 12EARREEEE
TRIA S B B IENE N E K REEEERE
Watch list Debtor frequently repays after due Lifetime ECL - 12m ECL
dates but usually settle after due date not credit impaired
BReE BEBALERIPREAEEERERE 2HEBEEEE - 12EABHREEER
HHEREER REEEERE
Doubtful There have been significant increases Lifetime ECL - Lifetime ECL -
in credit risk since initial recognition not credit impaired not credit impaired
through information developed internally
or external resources
it FRANE SN EREANELR A AE ZHBEREESEE - 2HEHEEESE -
B B B RHER AR ZE N REEEERE REEEERE
Loss There is evidence indicating the asset is  Lifetime ECL — Lifetime ECL -
credit impaired credit impaired credit impaired
B8 BRBRTNZEEREEERE HEMEEEE - 2HBEHEEEE -
BHEEERE BEEERE
Write-off There is evidence indicating that the Amount is written off ~ Amount is written off
debtor is in severe financial difficulty and
the Group has no realistic prospect of
recovery
i gH EEBRRNEBABABEVERER MEZSHE W% 25

REERSEERIKER 58
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FINANCIAL INSTRUMENTS (Continued) 41. €@ITH (&)
Financial risk management objectives and BERBEEAEREE (&)
policies (Continued)
Credit risk and impairment assessment FEERBREBEFG (&)
(Continued)
The tables below detail the credit risk exposures TRFAFMBETEHAZESHBTWEY
of the Group’s financial assets at amortised cost NEBIRE AV ERN S /A E X
which are subject to ECL assessment: ENEERE
External Internal 12-month or Gross carrying
31 December 2018 Note credit rating credit rating lifetime ECL amount
128 A5
—E-N\§+=ZA=t-H ME  ABEEFER ABEEFR ZHEHEEESR IREAL
HK$'000
FAT
Financial assets at
amortised cost
REERATIENEREE
Trade receivables
B S ENIR 21 N/A Note 1 Lifetime ECL 732,507
(provision matrix)
NEHA BT FHEREEESE
(BipiEm)
21 N/A Note 1 Credit impaired 21,052
NEHA BT BEEERE
753,559
Bills receivables 21 N/A N/A 12m ECL 1,750
EEREE NERA TNEF 128 ATEHEERE
Other receivables and deposits 22 N/A Note 2 12m ECL 13,148
Hi B R ES NER BisE2 1218 AEEEEEE
Amounts due from 22 N/A Note 2 12-month ECL 3,937
related companies }
FEU B B 008 NEH Figr2 128 AEREERE
Pledged bank deposits 23 Note 3 N/A 12-month ECL 82,220
BEIPRTER FIEEs TNER 12@REHEERR
Short term bank deposits 23 Note 3 N/A 12-month ECL 12,249
RERIRTTIE K FI5Es NEA 12@REHEERRE
Bank balances 23 Note 3 N/A 12-month ECL \ 459,549
RITHER FizEs NEA 12@RESEERE
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Notes:

1. For trade receivables, the Group has applied the
simplified approach in HKFRS 9 to measure the
credit loss allowance at lifetime ECL. Except for
debtors with significant outstanding balances that are
credit impaired, the Group determines the expected
credit losses on these items by using a provision
matrix, grouped by internal credit rating.

2. For the purposes of internal credit risk management,
the Group uses past due information to assess
whether credit risk has increased significantly since
initial recognition. All of these balances are either
not past due or have no fixed repayment term at 31
December 2018.

3. The Group’s exposure to credit risk arising from
pledged bank deposits, short term bank deposits
and bank balances is limited because most of such
balances are placed in banks with high credit ratings
assigned by international credit-rating agencies or
state-owned banks, for which the Group considers
to have low credit risk.

Provision matrix — internal credit rating

As part of the Group’s credit risk management, the
Group applies internal credit rating for its customers
in relation to its manufacturing and trading of elastic
fabric, lace and webbing operation. The following
table provides information about the exposure to
credit risk for trade receivables which are assessed
based on provision matrix as at 31 December 2018
within lifetime ECL.
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FINANCIAL INSTRUMENTS (Continued) 41, €T H (&)
Financial risk management objectives and BERBEEAEREE (&)
policies (Continued)
Credit risk and impairment assessment FEERBREBEFG (&)
(Continued)
Gross carrying amount FREAEER
Trade
Internal credit rating A EE TR receivables
g5 EWRIE
HK$’000
FHET
Grades 1-2: Low risk 1-24% KRR 599,977
Grade 3: Watch list 3 BREE 122,853
Grade 4: Doubtful A% TRt 9,677
732,507

During the year ended 31 December 2018, lifetime
ECL (not credit impaired) on trade receivables was
provided based on the provision matrix and lifetime
ECL (credit impaired) on trade receivables was

provided individually.

BE_Z—- \F+_HA=+—BLF
B BEH5RWFBEZ2HEHREES
1B ORBEEERE) HREREER
iR MEZRUHRRZBHREEE
1B (BEEERE) BIEBE -
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FINANCIAL INSTRUMENTS (Continued) 41.

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Gross carrying amount (Continued)

The following table shows the movement in lifetime
ECL that has been recognised for trade receivables
under the simplified approach.

BT R i

TRMITH &)
BREAREEEERKE (&)

FERBRBENG (&)

RRETHEER (%)

T%%Emﬁikﬁﬁft/ﬁﬁyt?éf%lﬁﬂﬁzm

BRNEHMBEMEEBRE

Lifetime ECL Lifetime ECL

(not credit (credit
impaired) impaired) Total

ZHIFEH ZHITEH

FEFR FEFR

(RBE (B4
EERE) FERE) st
HK$'000 HK$'000 HK$'000
TAET TET TET

(Note)

(F3E)

As at 31 December 2017 under R-E—tF+=A=+-H

HKAS 39 (REBEHEREI9H) 1,213 - 1,213
Adjustment upon application of HKFRS 9 & F B B 7 3R 4 £ )

FOREMNTE 16,231 - 16,231
As at 1 January 2018 - As restated ~R=Z—N\E—A—H - MEJ| 17,444 S 17,444
Changes due to trade receivables EHRREFEUGTBABESD :

recognised:

— impairment losses recognised - BHERAERE (2,636) 10,722 8,086
Transfer to credit impaired BREEREEERNE (5,067) 5,067 -
Exchange adjustments P 5 SR (882) - (882)
As at 31 December 2018 R=Z2-NE+=A=1+—-H 8,859 15,789 24,648

Note: The relevant lifetime ECL previously provided for
a trade debtor with a gross carrying amount of
HK$21,052,000 was transferred to credit impaired as
at 31 December 2018.
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

Gross carrying amount (Continued)

The Group writes off a trade receivable when there
is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect
of recovery, e.g. when the debtor has been placed
under liquidation or has entered into bankruptcy
proceedings, or when the trade receivables are
over two years past due, whichever occurs earlier.

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
with a repayment on demand clause are included in
the earliest time band regardless of the probability
of the banks or financial institutions choosing to
exercise their rights. The table includes both interest
and principal cash flows.

To the extent that interest flows are floating rate, the
undiscounted amount is derived from the interest
rate at the end of the reporting period.
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FINANCIAL INSTRUMENTS (Continued) 41. SRITH (&)
Financial risk management objectives and HERREEREZERBER (£2)
policies (Continued)
Liquidity risk (Continued) RBESRAR (&)
Liquidity tables BB LXK
Carrying
Weighted  Repayable amount at
average  on demand Between Total  the end of
effective or within 3 months to Between undiscounted the reporting
interest rate 3 months iyear 1toSyears  cashflows date
RERS REERH
il 3571 =AM ZfiRz AEBEE  EREH
LYk 1 - -EERE  fE4E BEfE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr T Fhn T T
At 31 December 2018 RZE-NF+-B=1-R
Non-derivative financial liabilities ~ T EREE
Trade payables BARMATE - 208,961 - - 208,961 208,961
Bils payables EfZE - 264,576 131,566 - 396,142 396,142
Other payables and accrued charges  EttERFERESER - 222,676 - - 222,676 222,676
Bank borrowings - variable rate Hiries - T 4.32% 507,371 266,015  1,133600 1006995 1,788,308
Other borrowing - variable rate HibfED - BT R 4.75% - - 6,684 6,684 5,850
Bank overdrafts RITEX 3.75% 12,424 - - 12424 12,385
1,216,008 397,581 1,140,293 2,753,882 2,634,322
At 31 December 2017 RZE-tF+-B=1-R
Non-derivative financial liabilities ~ {74 4REE
Trade payables BHEMTE = 181616 = = 181616 181616
Bils payables ES = 185,124 100,051 = 285,175 285,175
Other payables and accrued charges  EttERFERESER - 163,933 - - 163,933 163,933
Bank borrowings - variable rate Hirlest - TR 3.25% 244,204 15,534 103553 1295012 1204377
Bank borrowings - fixed rate BT - BRI 6.50% 35,885 - - 35,885 35,885
Obligations under finance leases WEMEAR 3.75% 632 - - 632 629
811,394 115,585 1,085,534 1,962,513 1,871,615
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #Z=Z—%

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued)
Liquidiity tables (Continued)

The amounts included above for variable interest
rate instruments for non-derivative financial liabilities
are subject to change if changes in variable interest
rates differ to those estimates of interest rates
determined at the end of the reporting period.

As at 31 December 2018, the aggregate
undiscounted principal amount of bank borrowings
with repayment on demand clause amounting to
HK$606,428,000 (2017: HK$275,005,000) are
included in “Repayment on demand or within 3
months” time band in the above maturity analysis.
Taking into account the Group’s financial position,
the management of the Group does not believe that
it is probable that the banks or financial institutions
will exercise their discretionary rights to demand
immediate repayment. The management of the
Group believes that such bank borrowings will be
repaid in accordance with the scheduled repayment
dates set out in the loan agreements.

41.
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LRMTH &)
BREREEEERBE (&)

REBESEM (&)
///bgﬁﬁ_\ff’?‘: (ZE)

14T B I 1y B B 5 U SR 5 AR
SRISE AT RIE « F SO BT A
SRHEFNIDHETANSENE
£ -

—E-NF+-_A=+—H8" B85
REREERRARITEROKRER
N4 48 %8606,428,000/8 7T (ZE—+
& : 275,005,000 T) Jist A X E|
HES T [BERF=Z@MAREE] B
BRI - G RAEBEA T BARR
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For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

41. FINANCIAL INSTRUMENTS (Continued) 41. €T H (&)
Financial risk management objectives and HERREEREZERBER (£2)
policies (Continued)
Liquidity risk (Continued) RBESRAR (&)
Liquidity tables (Continued) THEELK (&)
For the purpose of managing liquidity risk, the REERDESRARMS EEER
management reviews the expected cash flow BiEAEstEEERE (MTERM
information of the Group’s bank borrowings based ) EHNAKERTEXRNGHFES
on the scheduled repayment dates set out in the MEER
agreement as set out in the table below:
Carrying
amount at
Weighted Between Between Total  the end of
average Within -~ 3 months to 1yearto undiscounted the reporting
interest rate 3 months 1 year 5years  cash flows period
AER  NREHE
METH =fiRz Réfg EREL
Az Ak - -EZRE it EEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% T TiEn Tén Tin Thn
Bank borrowings RTER
As at 31 December 2018 RZE-\E+-A=T-H 3.69% 506,164 31,857 79,749 617,770 606,428
As at 31 December 2017 RZE—+#+-A=1-H 3.03% 237,292 39,646 200 217,138 275,006
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial
instruments

Fair value of the financial assets and financial
liabilities that are measured at fair value on a
recurring basis

Some of the Group’s financial assets and financial
liabilities are measured at fair value at the end
of each reporting period. The following table
gives information about how the fair values of
these financial assets and financial liabilities
are determined (in particular, the valuation
technique(s) and inputs used), as well as the level
of the fair value hierarchy into which the fair value
measurements are categorised (Level 1 to 3) based
on the degree to which the inputs to the fair value
measurements is observable.

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

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

° Level 3 inputs are unobservable inputs for
the assets.

41.

ERMTHE (&)
EMTEZAFEFE

UEEHEREZEAFEAENSRME
ERERMAEENQTE

AEER EHMEENREBABIIN
X mMERRERFIRAFEAE T
R FRZEEREELRSRAR
ZRFEBENENER (LHEEM
FERANBERMEBARE) - ARE
RAFEFEBABBENAIBRIEE
mEADHRFEFEBR (F—E=
AR e

e F-RBABEBELSERANG
ERMFENTEHRANEE
REBRTISNRE CRAE)

c F_RBABRBRTEEE—
RHRENEEMNA HZRAME
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For the year ended 31 December 2018 #EZ=—F—\F+-_A=+—HILFE

41. FINANCIAL INSTRUMENTS (Continued) 41. EMIH (&)
Fair value measurements of financial ERMIAZATETE (&)
instruments (Continued)
Fair value of the financial assets and financial UREMHEERAFEITENERME
liabilities that are measured at fair value on a ERcREBENATE (&)
recurring basis (Continued)
Fair value as at 31 December
WZAH-BHRPE oo
2018 2017 hierarchy  Valuation techniques and key inputs ~ Sensitivity
Z2-N\F ZE-tF DVERR HERARIERAZE §RE
HK$'000 HK$'000
TiEn THR
(1) Investmentina 18,642 - Level3  Fair value established by making N/A
partnership reference to the redemption value quoted
(see Note 19) by fund manager. The redemption value
of the investment in a partnership is
Oetermined based on the fair value of
the underlying assets and liabilties of the
partnership by reference to the terms set
out in the partnership agreement.
(1) REAHAT 18,642 - 2=f  G2RECHSFERENEEERNR TER
(RHH19) T - RERBAANRROEENES

BABRAHNNS - ENARDT
AMEERER) T
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For the year ended 31 December 20

41. FINANCIAL INSTRUMENTS (Continued) 41.

Fair value measurements of financial
instruments (Continued)

Fair value of the financial assets and financial

liabilities that are measured at fair value on a
recurring basis (Continued)

Fair value as at 31 December
RTZA=t-AHATE

Fair value  Valuation techniques and key

e B SRR Y

18EHZE_ZE—N\F+_A=1+—"HILFE

ERWMTH (&)
SMIEZATENE (&)

UREMEEZAFEFAENSRME
ERSRMEBNATE (&)

2018 2017 hierarchy inputs Sensitivity
“2-0\f ZE-tF AVEER REHARIZAAHE gRE
HK$'000  HK$000
TEn Fin
(2) Derivative Put option - Putoption-  Level3  Fair value derived by valuation model, ~ The fair value of the derivative financial liability as a whole
financial liabiity 3,195 4,426 Monte Carlo Simulation Model. The s negatively correlated with the WACC and posively
(see Note 30) key unobservable inputs used by correlated with the dliscount for lack of marketability and the

the Group mainly included expected  expected volatilty of comparable companies.

volatiity of comparable companies,
Weighted Average Cost of Gapital
('WACC’) and discount for lack of
marketabilty.

As at 31 December 2018, it is estimated that with all other
variables held constant, an increase/decrease in:

- WACC by 3% would have decreased/increased the fair
value of the derivative financial liability by HKS734,000/
HK$469,000 (2017: HK$786,000/HKS1,047,000);

- Discount for lack of marketability by 5% would have
increased/decreased the fair value of the derivative
financial liability by HK$928,000/HK$695,000 (2017:
HK$1,181,000/HK$962,000);

- Expected volatiity of comparable companies by 10%
would have increased/decreased the fair value of the
derivative financial liability by HK$838,000/HK$757,000
(2017: HK$1,073,000/HK$1,059,000).

O FESRAR  AREE- ZEME-  $SH poaevsesREEERsny  SERARNATEEBENETSEAAANRY H
(SLHHEER0) 3,195 4,426 AT AEESENTERTER  DEEEONERTAHROANEHRERLY -
BAMEIROATABLANE  WoT-\EtoAzt-R - EHERERMERERTE
R METATRL (BT WERT

BEREA) k) @EE R

T ETEARAREN /%% BERGTELRAR

BATERD /073400057 / 46900057 (-
—+4F : 786,000 /1,047, 0008 TC) :

- BEEREOTEEN/ RO5% SERfEERAR
BATEEN /928 0005 / 69500005 T (-
—+4 1,181,000 /962,005 TC) :

- WEHBARMEDRELN, H0%  BERiS
BAENATELN,/ HD88 0%/ 75700087
(2B~ 107300047 /1, 0590005 )

There is no transfers among Level 1, Level 2 and
Level 3 during both years.

REEFER > £—& F_QNME
— AR EEAES -
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41.

260

FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial
instruments (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 senior 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
(investee or fund manager) cannot provide sufficient
information in relation to fair value, the management
of the Group engages third party qualified valuers to
perform the valuation. The senior finance manager
reports to management of the Group semi-annually
to explain the cause of fluctuations in the fair value
of the assets.

Information about the valuation techniques and
inputs used in determining the fair value of various
financial instruments are disclosed above.
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— N\F+— =" ENEaE

FINANCIAL INSTRUMENTS (Continued) 41. €@MI A (&)

Reconciliation of Level 3 Fair value measurement E=MATEFENEER
Derivative Derivative
Investment in a financial financial
partnership asset liability
BREABLAR (THE2eREE /(TEemafk
HK$'000 HK$’000 HK$’000
FET FET FET
At 1 January 2017 R-ZT—+&—A—8 N/A 12,811 (4,780)
Total gains: HUES
— in profit or loss (Note) — st AEE () N/A 130 354
Derecognised upon exercise  RT{E AR EIEREUL TR
of call option N/A (12,941) -
At 31 December 2017 R-Z—+F (4,426)
+=—A=+—H - -
Adjustments (Note 2.2) FHE (FfzF2.2) 26,597 = -
At 1 January 2018 RZE-NF—A—H 26,597 - (4,426)
(Note 2.2) (Ft3t2.2)
Total gains: s
— in profit or loss (Note) — st B () - - 1,231
- in other comprehensive
income — AR EERE 900 - -
Distribution from the REEEATND K
partnership (8,240 - S
Exchange adjustments [ 3 2% 615) - -
At 31 December 2018 R-F—/\F+-A=+—H 18,642 - (3,195)
Note: BIEE -
Of the total gains for the year ended 31 December 2018 %Z:n:_ 2 )\¢+ A=+—RLEFEFA
included in profit or loss, HK$1,231,000 (2017: HK$484,000) BB E+ 1,231,000 T (ZE—+
relates to derivative financial asset/liability held at the end of F : 484,000 7T) Eﬁiﬁéiﬁﬁ%ﬁsﬂ %ﬁﬁﬁﬁﬁﬂ%
the reporting period. Fair value gains or losses on derivative TESRMEE, BBERE -TESRMEER
financial asset and derivative financial liability are included in TEEBMAGNHAFERENEERHATE
‘other gains and losses’. f Uy 2 Ko E5 48 ] o
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42.

262

RELATED PARTY TRANSACTIONS

42, BEEEARS

Other than disclosed elsewhere in the consolidated R BERREMIEDFAEESE
financial statements, the Group had the following N REBERFERNET NG R
related party transactions during the year: 2 -
(@) 2018 2017
—E-N\F —E—+F
Nature of transaction HK$’000 HK$’000
REME THER FAT
Sales of raw materials to a joint venture A SNEEERME 1,223 1,959
Purchase of goods from a joint venture BEENEEEE 86,771 96,080
Sales of goods to a related company* m— AR A FHEE Y 16,374 13,778
Sales of goods to other related companies*  [F1E fth BABE 1 78565 S )¢ 380,715 17,390
Rental expense to a related company* Bkl NEIFER]
(Note 1) Mems (M) 6,694 7,108
Rental expense in respect of rented RELEES R
premises to Mr. Lu (Note 2) MEMFEHSHRX
CE#) 4,941 3,652
Rental expense to an other related Al — B E A AR A R
company* Aemx 231 -
Interest expense to an ) — R E b BFEE A 7]
other related company* S B R 13 -
Operating expenses to other related () LA B ESE 2 RS2 A+
companies’ R 11,743 -

A related company controlled by close family

members of directors of the Company.

The other related companies are fellow subsidiaries E
of the non-controlling shareholders who have
significant influence over subsidiaries of the Group.
The related party sales transaction amount disclosed
for the year ended 31 December 2018 and 2017
represented the sales transactions, rental expenses,
interest expense and operating expenses with these
other related companies since the date when they
become related parties to the Group on 6 November

2017 or 1 August 2018, respectively.
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RELATED PARTY TRANSACTIONS
(Continued)

Notes:

1. At the end of each reporting period, the Group had
commitments for future minimum payments under
non-cancellable operating lease with a related
company, which fall due as follows:

42. BBARS (&)

Wi -

1. RERSHMERE - AEEDRE
S AR RN AL EEE
AERREENK - BHAWT

2018 2017

—E-N\F —T—+tF

HK$’000 HK$’000

FHxT FEx

Within one year —FR 5,392 3,531
In the second to fifth year inclusive FEEZRTF (BIEEEMT) 9,436 =
14,828 3,531

2. At the end of each reporting period, the Group had
commitments for future minimum payments under
non-cancellable operating lease with Mr. Lu, which
fall due as follows:

2. RERSHMERE - AEEERE
B SR A SR AT R T AT BUE R S K
ERRKEM - BIHEMT

2018 2017

—E-N\E —T—tF

HK$’000 HK$’'000

FHT FHT

Within one year —FR 2,384 4,996
In the second to fifth year inclusive FEEZHF (BEEREMTF) - 6,246
2,384 11,242

(b) Compensation to key management
personnel of the Group which represents
directors of the Company is set out in Note
10.

Details of the balances with related parties at
the end of reporting period are disclosed in the
consolidated statement of financial position and
Notes 21, 22, 24, 26 and 28 to the consolidated
financial statements.

) AEETEEEAS (AARQF
B%) B ENMFE10

ERARBEHRERSEREE ST 268
HAFBRESVMBEMRRARARLEESE
B 5 3k &R B 5521 ~ 22~ 24 - 26 228
i EE o
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43.

DETAILS OF SUBSIDIARIES

R R

43. BﬁE'z}EZ%ﬂ%
RZE—NER=

As at 31 December 2018 and 2017, the Company
has the following subsidiaries:

2064

Proportion of ownership
interest held by the Company

as at 31 December

ti‘f— ﬁ_
T—B AR TELATFHE

Charter capital/ _ZF’&_Q
Place of Paid up Eﬁ‘;l'_ﬁ :t_ H
incorporation/ Place of share capital/ iR R ILA
Name of subsidiary establishment operation registered capital 2018 2017  Principal activities
AL/ ERER/
WEARER RUBH feny MrkA/EMERx  —F-NF 3§ IEEE
% %
BPT Holdings BVI Hong Kong Ordinary US$20,000 100 100 Investment holding
BROBAR HERIES & ERR20,000% T AR
Best Pacific Textlle BVI Hong Kong Ordinary US$100 100 100 Investment holding
International Limited EBRUES Bt LRR100%T RERR
BRGRERERAR
Best Pacific Textle Limited Hong Kong Hong Kong Ordinary HK$10,000 100 100 Investment holding
BROHARAT Bl B LR 10,000 BT and trading of elastic
fabric and lace
REBRREEE
BERRES
Best Pacific Investment Hong Kong Hong Kong Ordinary HK$1 100 100 Investment holding
(Hong Kong) Limited % B LER1 AT and trading of
BERE () BRAF elastc fabric
REBRREEEM
BEs
Best Pacific Textile Hong Kong Hong Kong Ordinary HKS1 100 100 Trading of elastic
(Hong Kong) Limited 3% e LER1 AT fabric
BROK (B8) ERAR BEELAES
New Horizon Investment Hong Kong Hong Kong Ordinary HK$10,000 100 100 Investment holding
BERE Th B L3RR 10,000 BT and trading of
elastic webbing
RERRREEE
B
New Horizon Elastic Fabric ~ Hong Kong Hong Kong Ordinary HKS$1 100 100 Trading of elastic
(Hong Kong) Limited 55 B LER1 AT webbing
HEEILEN BEEIUAS
(B%) BRAT
Dongguan BPT The PRC The PRC Paid-up registered 100 100 Manufacture and
REHRR G t capital tracing of elastic
(Note i HK$1,190,460,000 fabric and lace
(B i) (Note iv) HEREEELEN
BRAMER EHRES
1,190,460,000 7T
(Mt v)
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43. DETAILS OF SUBSIDIARIES (Continued) 43. MEBRATRZFHE (&)

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

Charter capital/ _ZMW
Place of Paid up mj‘ﬁ - t_ H
incorporation/  Place of share capital/ fifRERRRlH
Name of subsidiary establishment operation registered capital 2018 2017  Principal activities
EMEL/ ERELR/
WEARER LB feny BRRE/HMER  —B3-NF  ZE-tF IEER
% %

Dongguan NHE The PRC The PRC Paid-up registered 100 100 Manufacture and
3 G el capital tracing of elastic
(Note i HK$334,250,000 webbing
(FizFii) BRAMER BEREEERIES

334,250,000 B

Dongguan Best Pacific The PRC The PRC Paid-up registered 100 100 Purchase of
International Trading G e capital (Notev) ~ machineries, parts
Company Limited HK$1,000,000 (Mskv)  and raw materials
(“Dongguan BPI”) ARAER REER.

RERRARESERAF 1,000,007 ZHREMH
([R=R2ER))

(Note i
(R i)

New Horizon International ~ BVI Hong Kong Ordinary US$100 100 100 Investment holding
Investments Limited EBRUES &b LER100ET RERR

EERRERRAA

Best Pacific International BVI Hong Kong Ordinary US$100 100 100 Investment holding
(Vietnam) Company Limted EBELES 36 LER100 F REER

BRER (88) RAA

Best Pacific (Vietnam) Hong Kong Hong Kong Ordinary HK$1 100 100 Investment holding
Company Limited 75 e LER1 AT RARK

#BR (8) BRA

Best Pacific Vigtnam Vietnam Vietnam Charter capital 100 100 Manufacturing and
Company Limited i3 il VND1,881,200,000 trading of elastic

RESEERAR (017: fabric and elastic

VND1,538,700,000,000) webbing
(Note i) REREEELAN
AR EHRENES

1,881,200,000
HEE
(ZF—LF:
1,538,700,000,000
HmeE)
(B33 i)

Best Pacific International BvI Hong Kong Ordlinary US$100 100 100 Investment holding
Sri Lanka (Pannale) Limited  X&5E X&S B LRR 100 27T (Notev) REBR

GED)
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43.

206

DETAILS OF SUBSIDIARIES (Continued)

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

43. B RARIZH1E (&)

Charter capital/ _AVD‘_E]
Place of Paid up E@j_}% :t_ H
incorporation/  Place of share capital/ i RaRRaLb
Name of subsidiary establishment operation registered capital 2018 2017  Principal activities
EMERL/ ERELR/
WEARER RS Bewd WRRA/ZMERX  —E-N\F ZD-tF  FEEE
% %
Best Pacific Textiles Sri Lanka Sri Lanka Ordinary Sri Lankan 75 75 Manufacturing and
Lanka (Pvt) Limited EELES EE S rupee 450 (Notev) trading of elastic
LER450 (&) fabric and elastic
HEHFEL webbing
HEREEEILAN
EHREEES
BPSL (Thulhiriya) BVI Hong Kong Ordlinary US$100 100 100 Investment holding
EBRAHE Bt L@R100 £ (Notev) REER
(Fitzkv)
Trischel Sri Lanka Sri Lanka Ordinary US$66,195,779 51% N/A Manufacturing and
HERR HET RS LiR1%66,195, 7795 T (Note vii) TER  trading of elastic
(izhii) fabric
HERERELRY
H#
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For the year ended 31 December 2018 #Z=—

43. DETAILS OF SUBSIDIARIES (Continued)

Notes:

M

(i)

(i)

(iv)

(i

As at 31 December 2018 and 2017, 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, Dongguan NHE and Dongguan
BPI were established in the PRC in form of wholly
foreign-owned enterprise.

The total investment capital of this subsidiary is
VND1,881,200,000,000 (equivalent to approximately
US$84,000,000 or HK$655,200,000). Up to 31
December 2018, the Group has contributed VND
1,881,200,000,000 (equivalent to approximately
US$84,000,000 or HK$655,200,000) (2017:
VND1,538,700,000,000 (equivalent to approximately
US$69,000,000 or HK$538,000,000)) of such
investment capital to the subsidiary.

The Group injected additional capital of
HK$102,570,000 into Dongguan BPT during the year
ended 31 December 2017.

These companies were set up by the Group during
the year ended 31 December 2017.

The company was set up by the Group and an
independent third party during the year ended 31
December 2017.

51% equity interest in this company was acquired by
the Group during the year ended 31 December 2018
(see Note 35 for details).

None of the Company’s subsidiaries had issued any
debt securities at the end of the reporting period.

,%T\AEMM&EEW

— N\F+— =" ENEaE

43. MR B Z=HE (&)

G

0) RZBE—N\FE_E—+F+-A=
+—8  BRBESEERAERARE
BE2ENBARIN  HENERBA
AT ARRIBERS -

(ii) REHEA - REHERREBAREER
TN B E S EEPBRMAL ©

(i ZHBRAAMKBEEARARE R
1,881,200,000,000 F /& (18 & 1 4J
84,000,0003% 7T 8¢655,200,000/8 7T) °
BEE-T—\F+=A=+—H &%
E%%%wagmmmmﬂ@%ﬁﬁ

7 4984,000,0003 JT 5(655,200,000
/%713) (=ZF—+% : 1,538,700,000,000
tﬁ%%*ﬂ%wmwmiﬁi
538,000,000/ 7T)) KR E & AT A%
B A A

(iv) HE_Z—+tF+_A=+—HIt#F
E ZKEIW%;&%&)\%MI\&ZS
102,570,000/ 7T o

(v) ZENABHAGERBE-_T—LF
+=—A=+— Hﬁgruxif’

(vi)  ZARBAEEN-BBIE=TR
BE_ZT—tHFT-_A=1+—HLF

R -
i) EATS%HRERBEST—/\F

T_A=T—HLFEEAKREKE
(FHIBERKIE35) -

KRR B AR RHRE
ﬂﬁ?ﬁ%fﬂfﬂﬁ%aﬁf%

HF ,\DEEHT
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44,

268

RECONCILIATION OF LIABILITIES 44. METHELEZEBNEER
ARISING FROM FINANCING
ACTIVITIES
The table below details changes in the Group’s TRAASERETDELACEBEY
liabilities arising from financing activities, including B BREReRIERSEE - 7
both cash and non-cash changes. Liabilities arising BEELEZBENRABEEREERN
from financing activities are those for which cash IARKREMEBRAEEBGZERE
flows were, or future cash flows will be, classified in MEXRIBAMEBEGTEREREZEA
the Group’s consolidated statement of cash flows f& o
as cash flows from financing activities.
Obligations
Bank and under
Dividends other finance
payable  borrowings* leases Total
/IR
ERRE Hitfds RERERE @t
HK$'000 HK$'000 HK$000 HK$'000
TR TR Tz T
At 1 January 2017 RZE—+F—HF—H - 593,502 5,931 599,433
Financing cash flows RERSRE (97,845) 610,938 (5,411) 507,682
Dividend declared (Note 14) EERRE (Fi:14) 97,845 = = 97,845
Finance costs (Note 9) FERAK (FF9) = 35,110 109 35,219
Increase in accrued interest FEETHI B L4 = (491) = (491)
Exchange realignment i o & - 1,203 - 1,203
At 31 December 2017 RZE—+F
+-A=+—H = 1,240,262 629 1,240,891
Financing cash flows BERERE (61,161) 373,436 632) 311,643
Dividend declared (Note 14) EERRE (FiEE14) 61,161 = = 61,161
Finance costs (Note 9) BERK (fi3E9) - 75,837 3 75,840
Decrease in accrued interest I E5E - 54 - 54
Acquisition of a subsidiary WE—HNEBAT
(Note 35) (Fit3E35) - 105,025 - 105,025
Exchange realignment e 5 % - (456) - (456)
At 31 December 2018 RZE-NF
+=ZA=+—8 - 1,794,158 - 1,794,158
# Changes in the Group’s bank overdraft are excluded i REERTHEZ 2 FEBHIWARETA - B

as they are not classified as financing activities in the
Group’s consolidated statement of cash flows.
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For the year ended 31 December 2018 #E - —N\F+-_A=F+—HILFE

INFORMATION ABOUT THE
STATEMENT OF FINANCIAL
POSITION OF THE COMPANY

45. FRAAX QAP BARRKRER

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FHx FHET
Non-current assets IRBEE
Unlisted investments in subsidiaries R BAFIFELMIRE 79,233 76,870
Amounts due from subsidiaries FEUH B A EIFRIA 549,020 533,887
628,253 610,757
Current assets REEE
Other receivables, deposits and prepayments  EfBEINNTE « 1248 %
B RIE 83 254
Bank balances and cash IRITEMREIRSE 224 49
307 303
Current liabilities =R
Other payables H A FERTRUE 37 69
Net current assets REBEEZRE 270 234
Net assets EEFRE 628,523 610,991
Capital and reserves BEXRFHE
Share capital (Note 32) B (BiEE32) 10,397 10,365
Reserves it 618,126 600,626
628,523 610,991
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45. INFORMATION ABOUT THE 45. BRAARAMBRRARER (&)
STATEMENT OF FINANCIAL
POSITION OF THE COMPANY

(Continued)
Composition of reserves (Note) AR (HEE)
2018 2017
—E-N\F —ZE—+F
HK$’000 HK$'000
FTHET FET
Share premium I & E 592,218 585,302
Share options reserve ARk 942 4,434
Retained profits RE R 24,966 10,890
618,126 600,626
Note: Movements of respective reserves, except for Bisr : HBEEESE (FTXFMBERZ SR
retained profits which is disclosed below, are set out BoN) DERN G A EAEHE -
in the consolidated statement of changes in equity. Y
Movement in retained profits of the Company AN TR BB 55 R 2 By
2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
THERT FET
Balance at the beginning of year FYEERR 10,890 12,894
Profit and total comprehensive KEERF R
income for the year PHEINE=EERE 75,237 95,841
Dividends recognised as distribution R IREI RS
(Note 14) (FfFEE14) (61,161) (97,845)
Balance at the end of year FRER 24,966 10,890
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FIVE-YEAR FINANCIAL INFORMATION SUMMARY
TFEFHENEE

AEEBEABMBEREARSAHEE
REMETIERRE BEMNAEREBWT

A summary of the published results, assets and liabilities
of the Group for the last five financial years, prepared on
the basis as set out herein, is set out below:

For the year ended 31 December

BE+t-HA=+—HLEFE

2018 2017 2016 2015 2014
—E-NF ZE—tF ZT-XF T-—HF —ZTMOF
HK$’000 HK$'000 HK$'000 HK$’000 HK$’000
FERT FAET FET FET FAET
(Note i) (Note i)
(B i) (P i)
Results E
Revenue WA 3,212,625 2,794,811  2469,106 2,048,138 1,860,881
Profit for the year FERH 280,232 303,635 456,251 342,383 246,904
Earnings per share BRRZA A
— Basic (HK cents) - EZR (B 27.34 29.45 44.37 33.56 27.05
- Diluted (HK cents) - #5 (B() 27.29 29.29 44.00 33.21 26.87
At 31 December
W+=HA=+—8H
2018 2017 2016 2015 2014
—2-0\F ZF+F T % ZT-1F —F0OF
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FERT FAET FET FET FAET
Assets and liabilities EENEE
Current assets TENEE 2,227,922 1,669,337 1,647,522 1,776,416 1,630,997
Non-current assets IETRENEE 2,960,513 2545561 1,540,349 1,124,343 1,181,867
Total assets MEE 5,188,435 4,214,898 3,187,871 2,900,759 2,812,864
Current liabilities REaRE 1,707,791 924,990 800,253 1,148,583 912,243
Non-current liabilities ERBER 1,023,224 989,246 485,853 13,232 283,843
Total liabilities BmEeE 2,731,015 1,914,236 1,286,106 1,161,815 1,196,086
Equity attributable to RAREAA
owners of the FE(RHEZR
Company 2,372,657 2,301,246 1,901,765 1,738,944 1,616,778
Non-controlling interests  FF¥EA%iE 7 84,763 (584) = = =
Total equity B 2,457,420 2,300,662 1,901,765 1,738,944 1,616,778
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hFEFHENRE

Notes:

(i)

272

Pursuant to the group reorganisation, the Company became
the holding company of the companies now comprising
the Group on 16 January 2014. The Company and its
subsidiaries have been under the common control of Mr.
Lu throughout the year ended 31 December 2014. The
consolidated results, assets and liabilities for the year ended
31 December 2014 of the companies now comprising the
Group as if the current group structure had been in existence
throughout the respective periods.

During the year ended 31 December 2018, the Group has
applied HKFRS 9 (see note 2 to the consolidated financial
statements). Accordingly, certain comparative financial
information for the years ended 31 December 2014, 2015,
2016 and 2017 may not be comparable to the year ended
31 December 2018 as such comparative information was
prepared under HKAS 39. Accounting policies resulting
from application of HKFRS 9 are disclosed in note 3 to the
consolidated financial statements.

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2018

=y
=

=

(i)

BRESEEE ARARZT—HFE—A+
NERBREBEREGET RRNZERAR -
RAREREMBARBE_Z—MNFE+_H
=t BLEFEERESERAREN - HE
“E-NFE+_A=+—HIFE  £AEH
BARETRARNEKRAESE BERAE K
WRBEEERBREMEECFE -

HE-_Z—)\F+-_A=1+—HIFE =&«
SEEEAEBVKRELERFEI (RFE
P mEME2) - Bt BE-_ZT—MF
“E—RF  Z_E-RERZE—t+=ZF
A=Z+—RAULFEZAETHRYBER A&
EERERBEE - N\E+-_A=1+—81
HFELE  ZELBRERTDIBRERESET
ZRIZEIR R - HERB BT BREER
FORMEMN ST B REBRELRA VIR
FMIFES ©




Best Pacific International Holdings Limited

BREBERZERER LT



	封面

	目錄
	公司資料
	主席報告
	管理層討論及分析
	董事會報告
	董事及高級管理層簡介
	企業管治報告
	獨立核數師報告
	綜合損益及其他全面收益表
	綜合財務狀況表
	綜合權益變動表
	綜合現金流量表
	綜合財務報表附註
	五年財務資料摘要
	封底


