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Management Discussion and Analysis

BEER R DT

The board (the “Board”) of directors (the “Directors”) of
Best Pacific International Holdings Limited (the “Company”
r “Best Pacific” or “we”) is pleased to present the
unaudited condensed consolidated interim results of the
Company and its subsidiaries (collectively, the “Group”)
for the six months ended 30 June 2019 (the “Reporting
Period”).

BUSINESS REVIEW

According to the International Monetary Fund (the “IMF”),
the full year emerging market economic growth in 2019
was revised downward to come in at approximately
4.1%, a decade low and the second-weakest figure since
the dotcom bust in 2002. Amidst the signs of a global
economic slowdown, the world’s major governments
have adopted an increasingly dovish stance in view of
the continuing uncertainties over international trade and
other geopolitical factors. Most of the world’s major central
banks are likely to continue their programmes of economic
stimulus policies.

In the People’s Republic of China (the “PRC”), while
the growth in retail sales had been relatively stable at
approximately 8.2% during the six months ended 30 June
2019, it remained challenging for the manufacturing and
export companies in the PRC. Most exporters in the PRC
had reported the weakest operating conditions in three
years, as hopes for a near-term settlement of the trade
war between the United States of America (the “U.S.”)
and the PRC continued to ebb. The continual economic
deterioration had also resulted in a further slowdown in
investment growth.
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Management Discussion and Analysis

With the softening of the trade and manufacturing
activities, the average gross domestic product (“GDP”)
growth in the PRC was approximately 6.3% in the first
half of 2019, as compared to approximately 6.8% for
the corresponding period in 2018. Looking at the GDP
growth in the second quarter of 2019 slumping to a near
three-decade low, the current economy in the PRC was
undoubtedly under pressure. Exports from the PRC, as
the world’s second largest economy, had been hit by the
ongoing trade war with the U.S.. According to the General
Administration of Customs of the PRC, the export to
the U.S. for the first six months of 2019 had plummeted
approximately 8.1% as compared to the corresponding
period in 2018, reflecting the impacts of the external
trading environment.

On the other hand, a no-deal Brexit in the United
Kingdom would be expected to rank, alongside the U.S.-
China trade tension, as one of the major threats to the
world’s economy. According to the forecast by the IMF,
global economic growth is expected to slow down to
approximately 3.2% in 2019, which would represent the
weakest pace of expansion for a decade.

In this fluid operating environment, our strategy for
sustainable growth remains unchanged: Best Pacific will
continue its investments in product innovation, people
and manufacturing infrastructure to further leverage on
and amplify its competitive strengths that make us a
market leader. These strengths include our technological
advancement in synthetic textile products as well as
our diverse manufacturing bases which allow us to take
advantage of tariff concessions in the Socialist Republic of
Vietnam (“Vietham”) and the Democratic Socialist Republic
of Sri Lanka (“Sri Lanka”) as set out in the Comprehensive
and Progressive Agreement for Trans-Pacific Partnership
and in the Generalised Scheme of Preferences Plus,
respectively.
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Management Discussion and Analysis

BEER R DT

Best Pacific continued its growth momentum with the
top line hitting its half year record high of approximately
HK$1,602.8 million, representing a revenue increase of
approximately 18.6% for the six months ended 30 June
2019, as compared to the six months ended 30 June
2018. With the enormous potentials in the sportswear
and apparel markets, the Group had been successful in
both seizing new business opportunities from existing
customers as well as locating new clients. For the six
months ended 30 June 2019, the Group achieved an
inspiring growth of approximately 34.2% in its overall sales
of elastic fabric, as compared to the six months ended 30
June 2018.

GLOBAL FOOTPRINT

The Group had started its internationalisation plan since
2017 and had successfully set its global footprint by
diversifying its production base into Vietnam and Sri
Lanka. While taking a risk balanced approach, Best Pacific
continued its overseas investments by further expanding
and ramping up the manufacturing capacities in these
different geographical locations. This continual expansion
would inevitably put pressure on the Group’s profitability
in the short run, but we believe the plan would also allow
us to achieve market share gain from the global apparel
market, especially during this time of vigorous market
competition and consolidation, and would foster the
Group’s growth and development in the long run.

FINANCIAL PERFORMANCE

During the Reporting Period, the Group achieved an
overall revenue growth of approximately 18.6% to
approximately HK$1,602.8 million, as compared to
approximately HK$1,351.3 million in the corresponding
period of 2018. Following the acquisition of Trischel Fabric
(Private) Limited (“Trischel”) and further penetration into
our new customers, the revenue from sales of elastic
fabric increased by approximately 34.2% to approximately
HK$1,142.8 million during the Reporting Period. However,
on the other hand, the Group also received less orders
for elastic webbing and lace and the revenue from
sales of elastic webbing and sales of lace decreased
by approximately 6.6% and 18.9%, to approximately
HK$416.7 million and HK$43.3 million, respectively, during
the Reporting Period.
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Management Discussion and Analysis

The Group’s gross profit for the Reporting Period
amounted to approximately HK$392.0 million, representing
an increase of approximately 21.4% as compared
to the six months ended 30 June 2018. Gross profit
margin increased by approximately 0.6 percentage
point to approximately 24.5%, as compared to the six
months ended 30 June 2018. On the other hand, the
Group recorded a relatively stable net profit margin of
approximately 7.6% for the Reporting Period, as compared
to the six months ended 30 June 2018.

The profit attributable to owners of the Company
amounted to approximately HK$120.9 million for
the Reporting Period, representing an increase of
approximately 16.2% as compared to the six months
ended 30 June 2018.

During the Reporting Period, although the overall
operational costs continued to rise in both the PRC and
Vietnam, the economies of scale and together with the
depreciated Renminbi (‘RMB”) against Hong Kong dollar
(“HK$”) throughout most time of the first half of 2019
had eased the Group some pressure from such inflation.
However, the Group’s profitability was dragged by the Sri
Lanka operations, in which Trischel was newly acquired
in August 2018 and the production plant of Best Pacific
Textiles Lanka (Pvt) Ltd was still under construction.

Basic earnings per share was approximately HK11.63
cents for the Reporting Period, representing an increase of
approximately 15.8% from approximately HK10.04 cents
for the six months ended 30 June 2018.
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Management Discussion and Analysis

BEER R DT

FINANCIAL REVIEW

Revenue

The Group’s revenue is primarily derived from the sales of
its major products, including elastic fabric, lace and elastic
webbing.

For the six months ended 30 June 2019, revenue
amounted to approximately HK$1,602.8 million,
representing an increase of approximately HK$251.5
million, or approximately 18.6%, from approximately
HK$1,351.3 million for the six months ended 30 June
2018. The increase in overall revenue during the Reporting
Period was mainly attributable to the increase in the
volume of elastic fabric products sold, as a result of the
Group’s continual expansion into the lingerie, sportswear
and apparel fabric segments.

A comparison of the Group’s revenue for the six months
ended 30 June 2019 and the six months ended 30 June
2018 by product categories is as follows:
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Six months ended 30 June
BZEAA=1THLAEA

2019 2018 Change
—E—hE —E-N\F g
Revenue % of  Revenue % of
(HK$’000) Revenue (HK$'000) Revenue (HK$000) %
O 1 PN: ] WA (RIRAR
(F#x) Aotk (FE7T) Aakt  (FF7T) Bkt
Elastic fabric SR E R 1,142,818 71.3 851,746 63.0 291,072 34.2
Elastic webbing 38 445 416,705 26.0 446,156 33.0  (29,451) 6.6)
Lace 5 43,326 2.7 53,440 40  (10,114) (18.9)
Total st 1,602,849 100.0 1,351,342 100.0 251,507 18.6

Best Pacific International Holdings Limited
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Management Discussion and Analysis

For the six months ended 30 June 2019, revenue from
the sales of elastic fabric amounted to approximately
HK$1,142.8 million, representing an increase of
approximately HK$291.1 million, or approximately 34.2%,
as compared to the six months ended 30 June 2018. In
particular, Trischel, a subsidiary acquired by the Group
in Sri Lanka in August 2018, contributed sales of elastic
fabric amounting to approximately HK$144.7 million
during the Reporting Period. Leveraging on the Group’s
high product quality, strong innovation and research and
development capabilities, the Group had recorded a
period-on-period growth of approximately 44.6% in sales
revenue of sportswear and apparel fabric materials. On the
other hand, the Group had been successful in securing
more orders from new large-scale customers.

Revenue from the sales of elastic webbing amounted to
approximately HK$416.7 million, representing a decrease
of approximately HK$29.5 million, or approximately 6.6%,
as compared to the six months ended 30 June 2018. Due
to the overall lukewarm lingerie market, the volume sold
and the average selling price during the Reporting Period
slightly decreased as compared to the corresponding
period in 2018.

Revenue from the sales of lace decreased from
approximately HK$53.4 million for the six months ended
30 June 2018 to approximately HK$43.3 million for the
six months ended 30 June 2019. The period-on-period
decrease of approximately 18.9% was mainly due to the
decrease in sales volume of lace in the first half of 2019,
as compared to the corresponding period in 2018.

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

BEER R DT

Cost of sales — by nature of expenses

4,\‘q:+//*v

T/\it I X |

Six months ended 30 June

BEAA=THILEAEA

2019 2018 Change
—E-hEF —T-N\F i

(HK$’000) % (HK$'000) % (HK$'000) %

(F#&x) Aotk (FE7T) Aotk (F#81T) Bk

Raw materials R 635,472 52.5 522,330 50.8 113,142 21.7

Manufacturing overheads A4 ERI 446,804 36.9 386,903 37.6 59,901 15.5

Direct labour BHEAL 119,158 9.8 113,067 11.0 6,091 54

Others Hip 9,421 0.8 6,027 0.6 3,394 56.3

Total Fo 1,210,855 100.0 1,028,327 100.0 182,528 17.7
The Group’s cost of sales for the six months ended 30 AEBHEE-_Z—NAFAAA=ZTHLENE

June 2019 amounted to approximately HK$1,210.9 million,
representing an increase of approximately HK$182.5
million or 17.7%, as compared to the six months ended
30 June 2018. The increase in the cost of sales was

HZ%’%EZZIKB #91,210.0B &HE T - W&
2 NA\FXNA=ZTBHIENEAREND

1825 BB ILE17.7%  $HE R AL hp
ERHEM)EEHEEEIN RiANEBEER

primarily due to (i) the increase in overall sales volume; and NERNRRENRFERER  WEEBEE
(i) the increase in overall manufacturing overheads driven FSZIENNFTER o
by the Group’s continual business and capacity expansion
during the Reporting Period.
Cost of sales — by product category HEKAR — 1ZEmH
Six months ended 30 June
BZEAA=THLEAREA
2019 2018 Change
Sk —2-N\F 23)
(HK$°000) % (HK$'000) % (HK$'000) %
(F#7T) Batk  (F&xT) Bok  (F#7T) B
Elastic fabric S AR R 897,478 741 690,938 67.2 206,540 29.9
Elastic webbing  s# 475 291,021 24.0 309,666 30.1 (18,645) (6.0
Lace g 22,356 1.9 27,723 2.7 (5,367) (19.4)
Total st 1,210,855 100.0 1,028,327 100.0 182,528 17.7

As a result of the increased revenue contribution from the
elastic fabric business segment, the percentage of cost
of sales of elastic fabric business segment over the total
cost of sales of the Group continued to rise during the
Reporting Period.

Best Pacific International Holdings Limited
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Management Discussion and Analysis

Gross profit, gross profit margin and net profit margin

BEEFWR DT

EX ~ BRRFREER

Six months ended 30 June

BEANA=THILEAER

2019 2018

—E-NF —ET)\F
Gross profit Gross profit
Gross profit margin  Gross profit margin
ER ERE E7 ERE
(HK$’000) % (HK$'000) %
(F#7T) Bkt (F#&T) Eiysd
Elastic fabric SE LA E R 245,340 215 160,808 18.9
Elastic webbing S A 125,684 30.2 136,490 30.6
Lace B 20,970 48.4 25,717 48.1
391,994 24.5 323,015 23.9

The overall gross profit increased from approximately
HK$323.0 million for the six months ended 30 June 2018
to approximately HK$392.0 million for the six months
ended 30 June 2019. The Group’s overall gross profit
margin for the six months ended 30 June 2019 increased
by 0.6 percentage point to approximately 24.5%, as
compared to approximately 23.9% for the six months
ended 30 June 2018. The improved gross profit margin
was mainly due to (i) the economies of scale of overall
increased production activities; (i) the decrease in overall
costs due to RMB depreciation against HK$ for most of
the time during the Reporting Period; and (i) the overall
decrease in unit price of our main raw material prices
used.

Net profit for the six months ended 30 June 2019 of the
Group amounted to approximately HK$121.2 million,
representing an increase of approximately 17.9% as
compared to approximately HK$102.8 million for the six
months ended 30 June 2018. The Group recorded a
relatively stable net profit margin of approximately 7.6%
for the six months ended 30 June 2018 and 2019. The
associated finance costs for the Group’s overall expansion,
the ramping up of the facilities at the newly acquired
subsidiary and the construction of the production plant
of another new subsidiary in Sri Lanka have dragged the
overall profitability of the Group to a certain extent.
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Management Discussion and Analysis

BEER R DT

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

AEBEWMEMKRATEBEHEERELASK
TRFEER  RITABUA - BSHB R EM -
TR A E R AR E & E 4 A B
A

Six months ended 30 June
BEAAB=1THILAEA

2019 2018
—E-hEF —E-N\F
(HK$’000) (HK$000)
(F#&7T) (F#&T)

Net proceeds from sales of HEBER S RIEFRE
scrap materials 4,113 3,389
Bank interest income RITH EMA 2,881 3,339
Government grants BT B 1,276 6,542
Others Hit 4,138 4,216
Total Bt 12,408 17,486

The decrease in other income by approximately 29.0%,
from approximately HK$17.5 million for the six months
ended 30 June 2018 to approximately HK$12.4 million for
the six months ended 30 June 2019, was mainly driven
by the decrease in government grants received during the
Reporting Period.

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

For the six months ended 30 June 2019, the net foreign
exchange gain was approximately HK$5.2 million
(for the six months ended 30 June 2018: net foreign
exchange loss of approximately HK$0.6 million), the
loss from net remeasurement of credit loss allowance
for trade receivables was approximately HK$3.7 million
(for the six months ended 30 June 2018: gain from
net remeasurement of credit loss allowance for trade
receivables of approximately HK$4.1 million) and the gain
from change in fair value of a derivative financial instrument
was approximately HK$1.2 million (for the six months
ended 30 June 2018: approximately HK$1.7 million).

Best Pacific International Holdings Limited
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Management Discussion and Analysis

Selling and distribution expenses primarily consist of
employee benefit expenses, transportation, marketing
and promotional expenses and other selling and
distribution expenses. For the six months ended 30
June 2018 and 2019, the Group’s selling and distribution
expenses represented approximately 5.2% and 5.0% of
its total revenue, respectively. The increase in selling and
distribution expenses was mainly due to the increase in
overall sales volume during the Reporting Period.

Administrative expenses primarily consist of employee
benefit expenses, depreciation and amortisation, motor
vehicle expenses, bank charges and other administrative
expenses. For the six months ended 30 June 2018 and
2019, the Group’s administrative expenses represented
approximately 6.5% and 6.4% of its total revenue,
respectively.

The Group is dedicated to catering to the changing market
preferences by introducing innovative lingerie, sportswear
and apparel materials. For the six months ended 30 June
2018 and 2019, our research and development costs
represented approximately 3.3% and 3.1% of the revenue
of the Group, respectively.
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The Group’s finance costs mainly represent interest
expenses for bank borrowings and lease liabilities. The
finance costs increased by approximately 54.0% from
approximately HK$28.1 million for the six months ended
30 June 2018 to approximately HK$43.2 million for the
six months ended 30 June 2019. The increase in finance
costs during the Reporting Period was primarily due
to (i) the increase in overall market interest rate; (i) the
increase in bank borrowings as a result of the continuous
expansion in the Group’s production scale; and (i) the
relevant finance costs on lease liabilities recorded upon the
adoption of Hong Kong Financial Reporting Standard 16
“Leases”.

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 financial year ended 31
December 2018, 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% during the six months ended 30
June 2018 and 2019, unless there is any preferential tax
treatment applicable.

Best Pacific International Holdings Limited

BRERERERAR

AEENBMEKAEEZRFTERLTEES
BERFERY - BMEKATBHBEEZE-_T—N\F
ANA=ZTHIESNEAL28 1B EBTE NG
54 0%EHE_T—NFENA=1THIENE
A #4328 8B T - 4 MR & K A8 i1
FEBRRG)TIHF RBEREIEN : (ANEE A
ERRSERASMEIRITETIE I - K
MEBTERELERF 165 [HE ] BFikE
ZHEBENEEREKAPTE °

R-E—N\F=ZA=-+—H FBLLER
BT —EFEME (BE]) (BT KHE
R ([BROIER]) - HS|AFEHMES o &
Wﬁﬁm_ﬁ—ﬂi B+ NBREEEKX
EBERITRBATETR - BIBEZFEH M
TH o AEREREENE2BEES LR T
15 1%28.25% M Bl KB - MiBB2BE BB T
B RIS 1E16.5% M B R -EH - TRFEZF
SERARFERNEETR 2 afBEER
16.5% 2 8 — T R o FI1S 8 /AR #1158
BRE_ZE—N\FNOA—BH2ERLFTNT
AIFHEFE -

bl

At a8z —N\F+=-_A=+—8H
LY BEER AEREEETE2HETR
SHZE2AEB T2 At EERFR G M
8.25% N BiE2EH & B T 2 st FERBEF
H16.5%5t&E o

WF¢%AE LB ¥ ERUE ([ 1%
BRE]) REFEME mﬁgmum bRIEF
EHL%EEH+  BRIFBERARIRE

—E-N\FEERFT— ﬁﬁ/\ﬂ =+81ER
1Iﬂﬁﬁ% < F25% o



Management Discussion and Analysis

The Company'’s subsidiaries, Dongguan Best Pacific Textile
Company Limited (“Dongguan BPT”) and Dongguan New
Horizon Elastic Fabric Company Limited (“Dongguan
NHE”), obtained the qualification as high and new
technology enterprises since 2010 and 2016, respectively,
which are now renewing for an additional three years from
financial year 2019, and they also completed the relevant
filing requirements with the competent tax authorities.
Hence, Dongguan BPT and Dongguan NHE are subject to
the preferential tax treatment and the applicable tax rate
for the six months ended 30 June 2018 and 2019 has
been 15%.

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 requirements, the subsidiary in Vietnam is
eligible for tax holiday for four financial years since 2018,
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.
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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 fulfilling 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 six months ended
30 June 2019. 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 6.7% (for the six
months ended 30 June 2018: 13.0%) for the six months
ended 30 June 2019. The decrease in effective tax rate
was mainly due to the over provision in the PRC Enterprise
Income Tax in prior years and the profit contribution from
the overseas operations in which the relevant subsidiaries
are currently eligible for tax holiday.

As at 30 June 2019, net working capital (calculated as
current assets less current liabilities) was approximately
HK$378.7 million, representing a decrease of
approximately HK$141.4 million as compared to
approximately HK$520.1 million as at 31 December 2018.
The current ratio (calculated as current assets/current
liabilities) is 1.2 times as at 30 June 2019, as compared to
1.3 times as at 31 December 2018.

For the six months ended 30 June 2019, net cash
generated from operating activities was approximately
HK$177.9 million, as compared to approximately
HK$300.6 million for the six months ended 30 June
2018, which was mainly due to the decrease in trade
payables and bills payables. Net cash used in investing
activities amounted to approximately HK$199.7 million
for the six months ended 30 June 2019, as compared to
approximately HK$265.0 million for the six months ended
30 June 2018. 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 six
months ended 30 June 2019.
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Management Discussion and Analysis

For the six months ended 30 June 2019, net cash from
financing activities amounted to approximately HK$118.6
million, as compared to approximately HK$283.2 million
for the six months ended 30 June 2018. The cash from
financing activities for the six months ended 30 June
2019 was mainly from the new syndicated loan and bank
borrowings raised.

As at 30 June 2019, the Group’s gearing ratio was
approximately 82.7% (as at 31 December 2018:
approximately 73.5%), 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 30
June 2019, the Group’s net gearing ratio was 57.3% (as
at 31 December 2018: 51.0%), 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. The Group was in a net debt position of
approximately HK$1,424.1 million as at 30 June 2019, as
compared to approximately HK$1,252.2 million as at 31
December 2018.
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30 June 31 December
2019 2018 Change
—E-hE —E-N\F
~A=+H +ZA=+—H =i
(days) (days) (days) %
(X&) (K& (K& BOL
Trade and bills receivables B FREWGRIE R
turnover days EREIREE X 71.2 78.3 (7.1) ©.1)
Trade and bills payables BHEMNFIAR
turnover days ENEREEXH 80.2 80.8 (0.6) ©.7)
Inventory turnover days FEREBRH 135.1 117.6 17.5 14.9

The trade and bills receivables turnover days for the six
months ended 30 June 2019 decreased by approximately
9.1% to 71.2 days as compared to the year ended
31 December 2018, which was mainly due to tighter
measures in place to control receivables.
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The trade and bills payables turnover days remained
relatively stable for the year ended 31 December 2018 and
the six months ended 30 June 2019.

The increase in inventory turnover days from 117.6 days
for the year ended 31 December 2018 to 135.1 days
for the six months ended 30 June 2019 was primarily
attributable to the fact that more raw materials being
purchased by the Group to prepare for the second half
of the year, which is traditionally the peak season of a
year with higher demands from customers, as well as the
shorter production time as demanded by customers, in
which more work-in-progress inventories were prepared.

For the six months ended 30 June 2019, total addition to
property, plant and equipment amounted to approximately
HK$188.3 million (for the six months ended 30 June
2018: approximately HK$267.8 million), and was mainly
attributed to the addition to construction in progress of
approximately HK$129.2 million (for the six months ended
30 June 2018: approximately HK$207.2 million) and the
investment in machinery of approximately HK$50.0 million
(for the six months ended 30 June 2018: approximately
HK$45.3 million), in order to cope with the Group’s overall
business expansion.

As at 30 June 2019, the Group pledged bank deposits
of approximately HK$60.2 million (31 December 2018:
approximately HK$82.2 million) to secure the bills payables
issued by the Group.
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Management Discussion and Analysis

Details of segment information are set out in Note 4 to the
unaudited condensed consolidated financial statements.

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 RMB 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 risks by (i) 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, Vietnam and Sri Lanka, and managing our
purchases and expenses denominated in Vietham 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, Vietnam
and Sri Lanka, 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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As at 30 June 2019, the Group did not have any
significant contingent liabilities.

As at 30 June 2019, the Group employed a total of 7,345
full-time employees (as at 31 December 2018: 6,967). The
increase in the number of employees was mainly due to
the increase in business scale. There was no significant
change in the Group’s remuneration policy, and the Group
will continue to provide regular training and competitive
remuneration packages to its staff. The Group’s remuneration
packages include salary, bonuses, allowances and retirement
benefits based on employee’s performance, skills and
knowledge. The Group also provides additional benefits to its
employees that include subsidised accommodation, meals,
accident and medical insurance and share options granted
to eligible employees under the share option schemes of the
Company, details of which are set out in the section headed
“Share Option Schemes” in this report.

FUTURE STRATEGIES AND PROSPECTS

As mentioned in the section headed “FINANCIAL
PERFORMANCE” above, Best Pacific has managed
to improve its overall financial performance during
the Reporting Period. Yet, we foresee the business
environment may continue to be complicated and
challenging in the forthcoming future, predominantly due to
the shadow casted by the chaotic conflicts in international
trade, the current situation in Europe and the consistently
unfavourable manufacturing environment for the traditional
industries in the PRC.

Based on the publication of the U.S. Bureau of Economic
Analysis, the annual GDP growth rate in the U.S., being
the Group’s largest market, dropped to approximately
2.3% in the second quarter of 2019, comparing to the
rates of approximately 3.2% and 2.5% in the second and
fourth quarters of 2018, respectively. Together with the
continual shade of the trade tension between the U.S. and
the PRC, many exporters in the PRC had been struggling
and reported subdued sets of financial data for the past
years. In early August 2019, the U.S. further announced

Best Pacific International Holdings Limited
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Management Discussion and Analysis

its plan to put additional tariffs on goods and products
exporting from the PRC into the U.S. starting from
September 2019.

Although the tariff threats are unlikely to impose significant
and direct impact on the Group’s overall business at the
moment, Best Pacific strongly believes that only market
leaders with multiple manufacturing bases and various
distribution channels across international borders will stay
competitive and be successful. With the launch of the
Group’s internationalisation plan back in 2017, Best Pacific
has been receiving excellent recognition and applause
from its customers, the brand owners who have been
actively looking for partners which could help control their
procurement risks.

Amidst the U.S.-China trade war, the Group remains
optimistic about the manufacturing environment in
Vietnam, which has become the second largest textile
and garment provider to the U.S. market. With Phase | of
our production site in Vietnam operating at a satisfactory
utilisation rate, Best Pacific will continue its investment
in Vietnam. Phase Il of our Vietnam production site is
expected to roll out in the second half of 2019 and
we anticipate contribution from and significance of our
Vietnam operation to the Group will continue to rise in
the near future. As at 30 June 2019, the overall designed
production capacities of elastic fabric, elastic webbing
and lace of the Group were approximately 179.1 million
meters, 1,793.2 million meters and 29.8 million meters,
respectively, of which our Vietnam facilities contributed
approximately 20% to 25% and 10% to 15% of the
Group’s overall production capacities for elastic fabric and
elastic webbing, respectively.

In addition to our Vietnam operation, the Group is
committed to ramping up its production facilities in Sri
Lanka, subsequent to the establishment of the two joint
ventures with two leading garment makers in the world,
MAS Capital (Private) Limited and Brandix Lanka Limited.
Once the facilities of these joint ventures are fully ramped
up, they are expected to contribute for approximately
20% to 25% and 10% to 15% of the Group’s then overall
production capacities for elastic fabric and elastic webbing,
respectively.
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The continuous investment in overseas operations
including Vietnam and Sri Lanka would certainly impose
short-term pressure on the Group’s operating margin.
Nonetheless, the management believes that such
internationalisation is necessary and will empower Best
Pacific’s competitiveness. Not only does it help Best
Pacific to continue to gain market share from the global
apparel market, but also contribute to a better profitability
in the longer run.

With the president of the U.S. declaring the PRC a
“currency manipulator” in August 2019, there has been
a thread and general belief that China’s international
links will continue to wither, which in turn will lead to
a deteriorating productivity and a shrinking capital in
the country. The Group is committed to developing its
domestic sales through its well-established manufacturing
base in the PRC. With the rising athleisure trend in
China, the Group has been successful in penetrating
the sportswear and apparel markets and securing some
new renowned domestic brand clients. The demand for
apparel innovation is on the rise. Best Pacific is dedicated
to devoting resources to our research and development so
as to enhance the comfortableness and functionality of our
products. Our PRC headquarters will continue to lead our
professional teams with strong research and development
capabilities, setting marketing strategies and providing
one-stop solutions to meet clients’ needs.

The momentum of economic development appeared to
be gradually slowing down and the percent change of
consumer price index (“CPI”) issued by the Bureau of
Labor Statistics in the U.S. decreased to approximately
1.6% for the twelve months ended 30 June 2019. Such
rate was lower than the inflation target of 2% set by the
Federal Open Market Committee (the “Committee”).
Accordingly, in late July 2019, the Committee decided to
lower the target range for the federal funds rate by 0.25
basis points to a range between 2% and 2.25%, being the
first downward adjustment to the rate by the U.S. Federal
Reserve in 11 years. Alongside the Group’s continuous
expansion which deploys funding from financial institutions,
our management will continue to closely monitor the
overall debt position and interest rate exposure.

Best Pacific International Holdings Limited
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Management Discussion and Analysis

In this challenging operating environment, Best Pacific
had taken transformative initiatives and maintained good
business momentum in the first half of 2019. In particular,
our sales of elastic fabric materials in the sportswear and
apparel segment grew by approximately 44.6% for the
six months ended 30 June 2019, as compared with the
corresponding period in 2018. We continue to move closer
to our one-stop solutions strategy that allows customers
to manage their procurement of different core textile
products at Best Pacific and at different geographical
locations according to their needs. We are convinced that
our business strategy and progress will continue enabling
us to leverage on our existing competitive strengths, take
advantage of new business opportunities and consolidate
our market leadership in the changing apparel industry.
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Disclosure of Interests

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

As at 30 June 2019, 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 “SFQ”)) which were
required to be notified to the Company and The Stock
Exchange of Hong Kong Limited (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

ERRE-—SEERTEITHRAE
REH - HERD /EE%%E’J
BaRkAR

RZZB-NFRNA=1TH  ARFEFRE
ZITBABRARRISHETMEEEZE (F
ERESLHEGRO([BERMERD])E

XVER) B fn ~ MHERM kS EHF (BR1B
ATE) PHEERER 7 MR GRPIEXVER
FIRESNWAMGARAREBBHARS
FRERAR (TR mEDRMAR (8
R ERE %&HﬁfﬂﬂﬁﬂE’Jux—rﬂmxﬁﬁ?ﬂﬁi
BERSERENRDEIOAR)  SIREES
K HAE 15 1) 5535216 ZE%E.:EEA$ AIFEM
BMAnEs loRkR - JIRBE R AES
EFBRRNT LR AP+ FrEe E %
TAEFETREFRXZNEETRI([FESF

the SFO or which were otherwise required to be notified B )ER1TAE KA T N2 BT R R 2 MoK
to the Company and the Stock Exchange pursuant to BT
the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) set out in Appendix
10 to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), were set out below:
() The Company (h  ARAF
Number Approximate
of shares/ percentage of
Long/ underlying shareholding
Name of Director short position Capacity shares  Notes (%)
B4/ #HER R
EEps i/ %R &4 RO#ME M= BB D (%)
Mr. Lu Yuguang Long position Beneficial owner 3,000,000 1
ERXEE 1E ERBEEA
Long position Interest held by his
controlled corporation 637,500,000 2
HE HEREER AR
640,500,000 61.59

Best Pacific International Holdings Limited
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Disclosure of Interests
EmiE

Number Approximate

of shares/ percentage of

Long/ underlying shareholding

Name of Director short position Capacity shares  Notes (%)
R/ 168 =i

- i/ %R 54 ROHE M BAE D (%)

Mr. Zhang Haitao Long position Interest held by his spouse 2,794,000 3

REBLE HE HEBRANER

Long position Interest held by his
controlled corporation 75,000,000 4
e AR EER AR
77,794,000 7.48
Ms. Zheng Tingting Long position Beneficial owner 2,794,000 5
BERLt e EuAA
Long position Interest held by her
spouse 75,000,000 6
1E HEBHANER
77,794,000 7.48
Mr. Wu Shaolun Long position Beneficial owner 3,000,000 7
RO e EuAA
Long position Interest held by his
controlled corporation 37,500,000 8
1HE AR LR AR
40,500,000 3.89

Notes: BEE -

1, These 3,000,000 ordinary shares were issued by the 1. #3,000,000% & i@ i Jh B 2 Y e A&
Company to Mr. Lu Yuguang (“Mr. Lu”) upon exercise ([EERED TEARBABBEETERR
of his share options granted by the Company on FEERMBERETS ((BXDMER
19 May 2014 pursuant to the pre-IPO share option ERBRESE]) AT —NFH
scheme (the “Pre-IPO Share Option Scheme”) A+TNBELRBRAER B A QA
of the Company, details of which are set out in the BEGELLE  BRAFBEHNAR
section headed “SHARE OPTION SCHEMES” in & [BEAR T & ] —&F - 1,500,000
this report. 1,500,000 share options were exercised ERESFINEBEZE_ZE—RER_F
during each of the years ended 31 December 2016 —NFFTZA=ZT—RLEEFEET
and 2018 respectively. fi# o
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Disclosure of Interests
EmiE

2

These 637,500,000 ordinary shares were held by
Grandview Capital Investment Limited (“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 Tingting (“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 Sunbirilliant.

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 were exercised
during each of 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 Sunbirilliant 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.

Best Pacific International Holdings Limited
BREEZERARAR
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(I Associated Corporation (within the meaning of the
SFO)

Granadview Capital Investment Limited

Disclosure of Interests
EmiE

(I MHESEE (EEREZRPERERG)

Granaview Capital Investment Limited

Approximate
percentage of

Long/short Number of shareholding

Name of Director position Capacity shares (%)

R

EEHE %, %R 4 RODEE A E 2 (%)

Mr. Lu Yuguang Long position Beneficial owner 10,001 100
VS bt iR BEREAA

Save as disclosed above, as at 30 June 2019, none of
the Directors or chief executive of the Company had
any interests or short positions in the shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO), or were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein,
or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

DISCLOSURE OF INTERESTS -
SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF
THE COMPANY

As at 30 June 2019, so far as was known to the Board,
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:

R EXFEEEIN  R-T-AFRA=T
B AAREFHTIBTHRAEBMERAR
AIREABEE (ERRBHFMABKIE
XVER) MR (7 ~ B MMESF T EBIRE
B R E R EXVERETRE8D B E R
EAMEARR MBI EMERIORE
(BRRERF LB HRINZ S ERXME
FHRIERERERBNEDIORR) » HIRE
&5 LEIE R E 352K 78 5 L R ax R AT it
MWELMANEARREIRR - REBEZE
ST RIM 2B 517 R & 2R 1 B) B B 32 i oA )

SL A
BmIKE ©

el E -FTERRRAQTAR
P REBRODNEZERKXR

RZZB-NFERA=1THE BESZESHRH -
ATAL/ BB (BEFHARRAEETHA
BRRIN) RAR R I BRI A %
WRSHEARIEEZ LB IRMIFEXVEE2
K35 BERSUZR TR 2R X B) N B 32 P 45 BB 0
MmORR - BRERE 5 LI R 33615F
ARLARRRIFEECMAERIOXE ¢
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Disclosure of Interests

Number of Approximate
shares/ percentage of
Name of substantial Long/short underlying shareholding
shareholder position Capacity shares Notes (%)
gy R
B R 5 BHEs T
FERRERE ¥, %R &4 B M= (%)
Grandview Capital Long position Beneficial owner 637,500,000 1 61.30
Investment Limited 5=} EnEAA
Sunbrilliant Capital Long position Beneficial owner 75,000,000 2 7.21
Investment Limited e EnEBA
FMR LLC Long position Interest held 104,032,382 &) 10.00
e by its controlled
corporations
HEPRBERA
e
FIDELITY INVESTMENT Long position Beneficial owner 62,468,500 4 6.00
TRUST R EnEAA
Pandanus Associates Inc.  Long position Interest held 69,082,800 (5) 6.64
e by its controlled
corporations
HEEERAN
i dad
FIL Limited Long position Interest held 69,082,800 6 6.64
e by its controlled
corporations
HEPRBRA
e
Notes: BRE
1. Grandview was wholly owned by Mr. Lu, an executive 1. GrandviewH R R R ITE TR T FEE &

Director and the Chairman of the Company and Mr. Lu was
deemed to be interested in the 637,500,000 ordinary shares
of the Company held by Grandview pursuant to the SFO.
Mr. Lu’s interests in shares are disclosed in this interim report
in the section headed “DISCLOSURE OF INTERESTS -
DIRECTORS’ AND CHIEF EXECUTIVE’'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES

AND/OR DEBENTURES”.

BRERERERAR
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2. Sunbrilliant was wholly owned by Mr. Zhang, an executive
Director and the Chief Executive Officer of the Company and
Mr. Zhang was deemed to be interested in the 75,000,000
ordinary shares of the Company held by Sunbrilliant pursuant
to the SFO. Ms. Zheng, an executive Director, is the spouse
of Mr. Zhang and was accordingly deemed to be interested
in the 75,000,000 ordinary shares which Mr. Zhang was
deemed to be interested in for the purposes of the SFO. Mr.
Zhang’s and Ms. Zheng’s interests in shares are disclosed
in this interim report in the section headed “DISCLOSURE
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 104,032,382
ordinary shares of the Company through its 100% controlled
corporations and 483A Bay Street Holdings LP, which was
owned or controlled as to 18% by Bay Street Holdings LLC.

4. FIDELITY INVESTMENT TRUST held the 62,468,500 ordinary
shares of the Company directly.

58 Pandanus Associates Inc. is a general partner of Pandanus
Partners L.P., which owned or controlled 38.1% of the voting
rights in FIL Limited, which then owned or controlled 82% of
the voting rights in 483A Bay Street Holdings LP. By virtue of
Part XV of the SFO, each of Pandanus Associates Inc. and
Pandanus Partners L.P. was deemed to be interested in the
69,082,800 ordinary shares of the Company via FIL Limited,
483A Bay Street Holdings LP and its 100% controlled
corporations.

6. FIL Limited was deemed to be interested in the 69,082,800
ordinary shares of the Company through its 100% controlled
corporations and 483A Bay Street Holdings LP, which was
82% owned or controlled by FIL Limited.

Save as disclosed above, as at 30 June 2019, the Board
was not aware of any other persons/entities (other than
the Directors and chief executive of the Company) who
had interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed
to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO or
which were recorded in the register required to be kept by
the Company under Section 336 of the SFO.

Disclosure of Interests
EREE

2. Sunbrilliant A AN A R ETTE ERITERBE K
EE2EWE MBEIZELHFRBEEG -
o %t A 448 AR Sunbrilliant P i B HY AR A 7
75,000,000k E BB HEAEEDE - ITE
EBLTHAREENEDS  EMBEES R
HEIEOIER ARRACEWR A EA R
75,000,000/ L @A A S o REER
BT ERROFHORRTINAT RS
(EXEWE -—FERTEBTHRAEREN -
HEBRD R REFNES AR — &

3. FMR LLCH@iBE100% 154 HE K483A Bay

Street Holdings LP (FiBay Street Holdings
LLCHR A sz il 18%M 48 ) MR BRALF]
104,032,382/ LR R B ez o

4. FIDELITY INVESTMENT TRUSTE#:§#FH 4

A A162,468,5000% E A% o

(o) Pandanus Associates Inc.&Pandanus
Partners LP.2 E B A B A E#E A X
P 6l RFIL Limited®938.1%#% & # - i
FIL Limited#E & 3k 1% $ 70 483A Bay Street
Holdings LP#I82%1& =& - IRIEHF R HE
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6. FIL Limited#® i@ E100%% ¥ /% @ & 483A
Bay Street Holdings LP (HFIL Limited
A ST HI82% R ) M KR AR AR A
69,082,800% & i AX 1 A e ax o
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Share Option Schemes
BB AERTE

The Company has adopted two share option schemes ARARIERZT—MFH AN\ BEMARMIBE
on 8 May 2014, namely the Pre-IPO Share Option RiEETE - EARARBERBRETE R
Scheme and the share option scheme (the “Share Option A EsTE ([BRESTE] EX EmMRE
Scheme”) which is governed by Chapter 17 of the Listing FETEERE) ©

Rules.

(A) PRE-IPO SHARE OPTION SCHEME (A) BXRALBBERBERESTS
Details of movements of the share options granted HE-_Z—NFAAA=ZTHLEAHEA
under the Pre-IPO Share Option Scheme for the six BIEE X AREERBRETEIRE
months ended 30 June 2019 are as follows: BRENEEFIBNT

Number of shares issuable under the share options

RERRET T ARTHRGHE

Lapsed/
Exercise As at Granted  Exercised  cancelled As at
price per 1January duringthe  duringthe during the 30 June
Grantee Date of grant share  Exercise period 2019 period period period 2019
(HKS)
R iy #
Bk ZE-NE il B BAN/ ZB-hE
ARA REAH ke EH -A-H B B1T# ## AA=tH
(1)
Employees
of the Group
AEBES
In aggregate 19 May 2014 1.075 19/05/2015- 85,000 - (85,000) - -
ECh “I-mE 19/05/2019 (Note 2)
TA+IA (Note 1) (zE2)
(FtzH1)
Grand Total: 85,000 = (85,000) = =
Zit:

Best Pacific International Holdings Limited
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(B)

Notes:

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

() 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

immediately before the date on which these share
options were exercised was HK$3.10 per share.

SHARE OPTION SCHEME

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

Share Option Schemes

BsE -

BT E

RIBERARBE R BRE 3R
BT EBAES AT BRBEIRR

(a) 20%ERER B E BESE
—BAFEARE (A== —AF
AA+LB=SZ®E) 17

(o) 30%WBRER XL BME
“RFEARE (AT KF
AATARZRZER) 17 K&

() 50%E AR B & i A HISE
“HEFEARE (BT —+F
HTA+AREZR®) 171E

ERZEERRETEE ARARA]
BT ERERIA10ETT °

(B) BER#EsTE

ARAFB-ZE—NERANBRAE
PR T 81 A SR I B AR AT AT B AR o
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Corporate Governance Code and Other Information

EEERTAREMESR

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Board is of the view that throughout the six months
period ended 30 June 2019, the Company has complied
with the code provisions as set out in the Corporate
Governance Code contained in Appendix 14 to the Listing
Rules.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code contained in
Appendix 10 to the Listing Rules as the guidelines for the
Directors’ dealings in the securities of the Company. Upon
specific enquiries made to all the Directors, each of them
has confirmed that he/she has complied with the required
standards set out in the Model Code for the six months ended
30 June 2019 in relation to his/her securities dealings, if any.

The Company has also adopted a securities dealing code
as written guidelines on no less exacting terms than the
Model Code for securities transactions by the senior
management and relevant employees of the Group who
are likely to be in possession of inside information of the
Company.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s listed
securities during the six months ended 30 June 2019.

Best Pacific International Holdings Limited
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Corporate Governance Code and Other Information

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 interim 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 61.59% 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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Corporate Governance Code and Other Information

EEERTAREMESR

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend
for the six months ended 30 June 2019 (for the six months
ended 30 June 2018: nil).

REVIEW OF INTERIM RESULTS

The unaudited condensed consolidated results of the
Group for the six months ended 30 June 2019 have been
reviewed in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified
Public Accountants, by Deloitte Touche Tohmatsu,
certified public accountants in Hong Kong, and the Audit
Committee of the Company has no disagreement.

AUDIT COMMITTEE

The Audit Committee of the Company, comprising the
three independent non-executive Directors (being Mr. Sai
Chun Yu, Mr. Cheung Yat Ming and Mr. Ding Baoshan),
has reviewed with the management the unaudited
condensed consolidated financial statements of the Group
for the six months ended 30 June 2019 and the internal
control procedures of the Group, and discussed the
relevant financial reporting matters.

By order of the Board
Lu Yuguang
Chairman

Hong Kong, 22 August 2019

Best Pacific International Holdings Limited
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Report on Review of Condensed Consolidated Financial

Deloitte

TO THE BOARD OF DIRECTORS OF
BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial
statements of Best Pacific International Holdings Limited
(the “Company”) and its subsidiaries set out on pages
37 to 92, which comprise the condensed consolidated
statement of financial position as at 30 June 2019 and
the related condensed consolidated statement of profit
or loss and other comprehensive income, statement of
changes in equity and statement of cash flows for the
six-month period then ended, and certain explanatory
notes. The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof
and Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”).
The directors of the Company are responsible for the
preparation and presentation of these condensed
consolidated financial statements in accordance with
HKAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements
based on our review, and to report our conclusion 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.
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Report on Review of Condensed Consolidated Financial

Statements
BRGEERRERRE

SCOPE OF REVIEW

We conducted our review in accordance with Hong
Kong Standard on Review Engagements 2410 “Review
of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA.
A review of these condensed consolidated financial
statements consists of making inquiries, primarily of
persons responsible for financial and accounting matters,
and applying analytical and other review procedures.
A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention
that causes us to believe that the condensed consolidated
financial statements are not prepared, in all material
respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 August 2019

Best Pacific International Holdings Limited
BREEZERARAR
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Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

FRGEEERAMERRER

For the six months ended 30 June 2019 (unaudited) E —Z—NENRA=ZTHIEANEAA CGREHER)

Six months ended

BZEUTHEHLEAER
30.6.2019 30.6.2018
—E-hEF —ZT-N\F
AA=1+H NA=+A
Notes HK$°000 HK$’000
B aE FTERT FHT
(unaudited) (unaudited)
(RBEZ) (RgeEz)
Revenue A 4 1,602,849 1,351,342
Cost of sales SHER A (1,210,855) (1,028,327)
Gross profit EF 391,994 323,015
Other income HAg A 12,408 17,486
Other gains and losses H e & E18 399 6,792
Selling and distribution expenses SHE RS (80,428) (69,996)
Administrative expenses TR (103,178) 87,711)
Research and development costs iR =g (49,228) (44,464)
Share of result of a joint venture DMEEEDEREE 1,189 1,124
Finance costs BERA (43,212) (28,067)
Profit before taxation BRAE AT 5 ) 5 129,944 118,179
Income tax expense FieBiRAY 6 (8,753) (15,393)
Profit for the period BRI R 121,191 102,786
Other comprehensive (expense) income  H#h2HE (%) Wz
ltems that may be reclassified HigngeEsoEse
subsequently to profit or loss: B=MIEE -
Exchange differences arising on BEBINEEEER
translation of foreign operations e =5 (23,112) (24,134)
Share of translation reserve of DIEEERE
a joint venture BRE (89) (109)
ltem that will not be reclassified to BreEmniE
profit or loss: EEEMIER :
Fair value gain on investment in KEEBNTFIN
a partnership NEW S 984 388
Other comprehensive expense HREMEZEAX
for the period (22,217) (23,855)
Total comprehensive income for HARE2HEWSHELE
the period 98,974 78,931
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Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income
HRGseEa kM2 E SR

For the six months ended 30 June 2019 (unaudited) E T —HENRA=ZTHIEANER (REEHK)

Six months ended

BZITAMIEAEA
30.6.2019 30.6.2018
—E-NF —E-N\F
AA=1H NA=+A
Notes HK$’000 HK$ 000
B aE THET THT
(unaudited) (unaudited)
(RE®) (REER)
Profit (loss) for the period attributable to AT &IEEGEIR
wA (E18)
— Owners of the Company S VNGIEZ 2= 120,924 104,054
— Non-controlling interests — IR 267 (1,268)
121,191 102,786
Total comprehensive income (expense) for ATRIEFELERNES
the period attributable to il (FAX) 8%
— Owners of the Company — RKATER A 98,707 80,199
— Non-controlling interests — JEPE AR R A 267 (1,268)
98,974 78,931
Earnings per share BRAT 8
Basic (HK cents) EAR (L) 11.63 10.04
Diluted (HK cents) B8 (B) 11.63 10.02

Best Pacific International Holdings Limited
BREEZERARAR



Condensed Consolidated Statement of
Financial Position

RS & M H AR &

As at 30 June 2019 (unaudited) R-—ZE—NFENB=1H (RKEEX)

30.6.2019 31.12.2018

—E-hE —ZE-N\F
ANA=tH +-A=+—H
Notes HK$’000 HK$'000
BEE FET FHET
(unaudited) (audited)
(REER) (fEZ)
Non-current assets FREBEE
Property, plant and equipment Y - BE NERAE 9 2,734,760 2,703,094
Right-of-use assets FREEE 9 251,891 =
Prepaid lease payments FEMEERNRK - 118,331
Interest in a joint venture REETLEREZS 29,401 35,147
Deposits e 94,618 80,928
Investment in a partnership "EE¥% AT 19,544 18,642
Deferred tax assets B IAE E 4,728 4,371
3,134,942 2,960,513
Current assets REEE
Inventories T8 941,848 865,105
Prepaid lease payments FEMHEERK = 2,987
Trade and bills receivables B 5 RUGIE M R EE 10 530,308 730,661
Other receivables, deposits and HEMEUKEIE - Be R
prepayments TR RIE 81,484 74,806
Tax recoverable B {EE 20,759 -
Pledged bank deposits BHEIRITF K 60,196 82,220
Short term bank deposits ERIRITIER 7,480 12,249
Bank balances and cash RITHEBRKRIRS 564,752 459,894
2,206,827 2,227,922
Current liabilities REEE
Trade payables = AN 1 183,057 208,961
Bills payables IS 11 285,201 396,142
Other payables and accrued charges — E fth B 7018 N Bz & 181,473 222 676
Lease liabilities HEAE 10,952 —
Contract liabilities aHRaE 44,301 56,493
Bank borrowings RITER 12 1,084,807 789,696
Tax payables e IE 13,037 21,438
Bank overdrafts RITHEX 12 25,258 12,385
1,828,086 1,707,791
Net current assets REBEERE 378,741 520,131
Total assets less current liabilities #EERARBEE 3,513,683 3,480,644
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Condensed Consolidated Statement of
Financial Position

AR & M IR &

As at 30 June 2019 (unaudited) RZE—HENA=1TH (KXLEX)

30.6.2019 31.12.2018

—E-hEF —E-N\F
~AA=+H +=-H=+—8H
Notes HK$’000 HK$'000
BisE THET FHT
(unaudited) (audited)
(REEX) (&%)
Non-current liabilities FRBEE
Bank and other borrowings RIT R EMEK 12 946,496 1,004,462
Lease liabilities HEafRE 62,617 =
Derivative financial instrument TEEmI A 2,015 3,195
Deferred income B A 4,561 5,282
Deferred tax liabilities FEEFIEEE 4,037 4,825
Retirement benefit obligations RNENEE 7,139 5,460
1,026,865 1,023,224
Net assets EEFE 2,486,818 2,457,420
Capital and reserves EAXKHE
Share capital i 13 10,398 10,397
Reserves i 2,391,390 2,362,260
Equity attributable to owners ARREE AELER
of the Company 2,401,788 2,372,657
Non-controlling interests IR 85,030 84,763
Total equity ERAE 2,486,818 2,457,420
The condensed consolidated financial statements on FEITERRBENERAGES KRR EESe N
pages 37 to 92 were approved and authorised for issue by “TE-NENA -+ B ERERERER
the Board of Directors on 22 August 2019 and are signed EILTREREE
on its behalf by:
Lu Yuguang Zhang Haitao
mIEE RSE
Chairman Executive Director
TE HITEE

Best Pacific International Holdings Limited
BREEZERARAR



Condensed Consolidated Statement of
Changes in Equity
SRS S ESEHR

For the six months ended 30 June 2019 (unaudited) BEE —E—AENA=1THILNEA (REEHR)

Attributable to owners of the Company

ARTREAER
Investment Retirement PRC Share Non-
Share Share  revaluation Other  benefit  Special statutory Translation  options  Retained controlling Total
capital  premium  reserve  reserve  reseve  reserve  reserve  reserve  reserve profits Total interests equity
REEf RHER hEEE

R RoER A AR fif  HHGE RE LHER BREGE REM &5t FERER BRAR
HKS000  HKS'000  HKS'000  HK§'000  HKS'000  HKS'000  HKS'000 HKS000 HKS000 HKS000  HKS'000  HKS'000  HKS'000
Tér TEx TRr TER TEx TEr TR TRz TEr TEx TRr  TER  TER

(Note g) (Noteb) ~ (Notec)
(Hzta) (ixb)  (Hiske)
A1 January 2019 (audited) RIB-NE
—-A-A (8%H) 10397 592218 (15) 106,715 1,062 (13070) 162,758  (148,465) 42 1,670,115 2,372,657 84,763 2,457,420
Proft for the period BgH - = = = = = = - - 120924 120924 267 121,191
Exchange differences arising on BEBNEBRELH
tranglation of foreign operations ENZE - - - - - - - (311 - - (311 - (3119
Share of ranslation reserve of a HERBAEABRE
joint venture - - - - - - - (89) - - (89) = (89)
Fair valug gain on investment in RERBAAN
a partnership DFERE - - 984 - - - - - - - 984 - 984
Other comprehensive income (expense) BREbEALE
for the perod (A%) = - 984 - - - - (23201 - - (2 - (@A)
Total comprehensive income (expense) HR2ENE (B
for the period it - - 984 - - - - (23201) - 12094 98,707 267 98,974
Issue of new ordinary shares EGEINGL 03
of the Company (Note 13) (RH3E19) 1 1,082 - - - - - - (942) - 91 - 9
Dividends recognised as BZARMRE
distrouton (Note 7) (K3t - - - = = = = = - (69667)  (69,667) - (69667)
At 30 June 2019 (unaudited) RZB-AERA=1H
(REBEH) 10,398 593,250 99 106,715 1,062 (13,070) 152,758  (171,666) - 1,721,372 2,401,788 85,030 2486818
At 1 January 2018 RZE-)\-A-H
{audited and restated] (BEERE) 10365 5532 (@15 106715 S [B070 31807 BE04 443 146BET4 2086708 (B4 2286124
Proft forthe period A - - - = - = 3 - T 0405 104056 (1268 102786
Bxchange diferences arising on BEBNEHRELR
{ranglafion of foreign operafions EiZR = - - - - - - (413 - - (413 - (4184
Share of ranslation reserve of a HMERELFABEE
ot venture . . . . . . - 0y . -0y )
Fair value gain on investment in RERBAAN
a partnership Tl - - 388 - - - - - - = 388 = 388
Other comprehensive income (expense) BREp2ALE
for the period (%) = = 38 = = = - = - (389 - (B8
Total comprehensive income (expense) Fn2EhE (Fx)
fo the period % - - s - = = ) -0t 80199 (1268 78981
Issue of new ordinary shares RAORAR SRR
of the Company (Note 13) (RHE19) 1 258 - - - - - - (130) - 129 - 129
Capitalinjection from non-controling —FHBARERR
shareholder of a subsidiary BErE - - - = = = = = S - - B0 35100
Dividends recognised as BERARNRE
distioution (Note 7) (W= = = = = = = - - - [B1et)  (61,161) - b6
At 30 June 2018 (unaudited) RZ8-NERA=1H
(REBEH) 10366 585,560 (627) 106,715 - (18070) 131,807 (30,847) 4304 1511567 2305875 33248 2339,123
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Condensed Consolidated Statement of
Changes in Equity
IGLEEE S ey - I

For the six months ended 30 June 2019 (unaudited) BEE —E—NENA=1THILANEA CRESEHR)

Notes:

(@)

2

Other reserve of the Group (as defined in Note 2) 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 prior to the completion
of a group reorganisation on 16 January 2014.

Prior to the group reorganisation, several subsidiaries of
the Company provide financial guarantees to its related
companies and the fair value of the financial guarantee is
recognised as deemed distribution to the shareholders at
initial recognition. 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.

Best Pacific International Holdings Limited
BREEZERARAR
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Condensed Consolidated Statement of

Cash Flows

EHHGSERERER

For the six months ended 30 June 2019 (unaudited) & - &

—NERAZTHLERER CREER)

Six months ended

HEULTHHBIEAREAR
30.6.2019 30.6.2018
—B-NF —ZE-N\F
AB=1+H ~NA=1+H
HK$’000 HK$'000
FHET FHETT
(unaudited) (unaudited)
(REER) (RieEz)
NET CASH FROM OPERATING ACTIVITIES K& FZEfERETFHA 177,881 300,586
INVESTING ACTIVITIES HEED
Placement of pledged bank deposits T E EIRRITIFR (83,935) (68,346)
Withdrawal of pledged bank deposits RS EPRITIF 106,011 70,315
Interests received EFILE 2,904 3,337
Purchase of property, plant and equipment ﬁ%/\%}% MR K 55 A (201,374) (259,820)
Payment for right-of-use assets/ BERAEEE E’J e
prepaid lease payments TEHEERNK (60,818) (17,451)
Proceeds on disposal of property, HEWEE - & %&E&L%
plant and equipment FT1S 508 25,794 8,055
Capital withdrawal from investment in joint venture B BAAMQ%E@&%{%C% 6,935 -
Distribution from a partnership REEZ DTSR - 8,240
Placement of short term bank deposits with FRREIEH ﬁ_ =@Az
original maturity over three months R ERIRI TN (7,725) (858,056)
Withdrawal of short term bank deposits with REUREIER @‘1@_51 Az
original maturity over three months REERRI TR 12,529 848,733
Other investing activities HEE S = (16)
NET CASH USED IN INVESTING ACTIVITIES R&EEEfiARLFHE (199,679) (265,009)
FINANCING ACTIVITIES B EE
Dividends paid BEATIRE (69,667) (61,161)
Interests paid ETF A (85,877) (22,886)
Proceeds from issue of new shares BRI PTISER K 91 129
Capital injection from a non-controlling — KT B A Bl FEHER
shareholder of a subsidiary [ = 35,100
New syndicated loan raised %ﬁi*fﬁlffﬁ 100,000 216,000
New bank borrowings raised IR IRITIERK 540,154 380,870
Advance from a related company — @ BFE N BB R = 8,105
Loan from a non-controlling shareholder A — B IR RN E K 13,650 -
Repayment of lease liabilities BEREAR (7,559) -
Repayment of syndicated loan Eéﬁﬁﬁﬁ%’ﬁ (178,000) -
Repayment of bank borrowings BBIRITIER (244,216) (272,280)
Repayment of obligations under finance lease BERMEMREHEE - (629)
NET CASH FROM FINANCING ACTIVITIES METEFERSEE 118,576 283,248
NET INCREASE IN CASH AND REeERRESEEY
CASH EQUIVALENTS ¥ hnFEEE 96,778 318,825
CASH AND CASH EQUIVALENTS AT HAOzHER
BEGINNING OF THE PERIOD HEZEY 447,509 176,715
EFFECT OF FOREIGN EXCHANGE RATE ERSEH o E
CHANGES (4,793) 9,732)
CASH AND CASH EQUIVALENTS AT END HRZRERAESEEY - 539,494 485,808
OF THE PERIOD, represented by VAT 3IIE B R &
Bank balances and cash IRTTHERKEIA® 564,752 485,808
Bank overdrafts RITEX (25,258) -
539,494 485,808
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

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 lIslands on 14 June 2013. Its immediate
and ultimate holding company is Grandview Capital
Investment Limited, which is incorporated in the
British Virgin Islands and is wholly owned by Mr.
Lu Yuguang, who is an executive director and
the Chairman of the Company. The Company’s
shares have been listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) since 23 May 2014.

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

BASIS OF PREPARATION

The condensed consolidated financial statements
of the Company and its subsidiaries (collectively
referred to as the “Group”) for the six months
ended 30 June 2019 have been prepared in
accordance with the applicable disclosure
requirements of Appendix 16 to the Rules
Governing the Listing of Securities on the Stock
Exchange and with Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”).

Best Pacific International Holdings Limited
BRERERERAT
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Notes to the Condensed Consolidated

For the six months ended 30 June 2019 # &

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements
have been prepared on the historical cost basis,
except for certain financial instruments, which are
measured at fair values.

Other than those changes in accounting policies
resulting from application of new and amendments
to Hong Kong Financial Reporting Standards
("HKFRSs”) as disclosed below, the accounting
policies and methods of computation used in the
condensed consolidated financial statements for
the six months ended 30 June 2019 are the same
as those followed in the preparation of the Group’s
consolidated financial statements for the year
ended 31 December 2018.

In the six months ended 30 June 2019, the Group
has applied, for the first time, the following new and
amendments to HKFRSs issued by the HKICPA
which are mandatory effective for the annual period
beginning on or after 1 January 2019 for the
preparation of the Group's condensed consolidated
financial statements:

HKFRS 16 Leases
HK(FRIC)-Int 23 Uncertainty over Income Tax
Treatments

Amendments to Prepayment Features with

HKFRS 9 Negative Compensation
Amendments to Plan Amendment, Curtailment
HKAS 19 or Settlement
Amendments to Long-term Interests in
HKAS 28 Associates and Joint

Ventures
Annual Improvements to
HKFRSs 2015-2017 Cycle

Amendments to
HKFRSs

3.

Financial Statements
fEERAR S B IS SRR M T

“E-NAFRNA=THLEREAR

EREITHE
BRETADFEFEQSBIT A -
MR A BT MR IR L A
CER

B%T‘XFHT)EZE‘EB%%%)TETE}%W%@&*
R ([EBMBREER ) KEHS IK.J
AITEHNSABRREHIN  BEZ
ZE—NFERNA=1THBIEXREAZEHH
REMBHRERABZETERRLFTE
TARERHEANRERHE T \F+
“A=tT-HLEFEZHEAMBRE
P &R -

REBE-T-NAFNA=1THIENHE
A BREAEENEREE MR
ROAKECERXEANTHELES
SR AGRMBE R _—_T—NF—A—
B 3k 2 1& 7 4 1O 5 3 9 I A2 R
FTR] &8 M S R R EBRT A

BAMBREEAF 65 ME

Bt (BRBERERE MENRENTEEMY
ZE9)-2EE0H
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

3. PRINCIPAL ACCOUNTING POLICIES

(Continued)

Except as described below, the application of the
new and amendments to HKFRSs in the current
period has had no material impact on the Group’s
financial positions and performance for the current
and prior periods and/or on the disclosures set out
in the condensed consolidated financial statements.

The Group has applied HKFRS 16 for the first time
in the six months ended 30 June 2019. HKFRS 16
superseded HKAS 17 “Leases”, and the related

interpretations.

The Group applied the following accounting
policies in accordance with the transition

provisions of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the
contract conveys the right to control the use
of an identified asset for a period of time in

exchange for consideration.

Best Pacific International Holdings Limited
BREEZERARAR
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Notes to the Condensed Consolidated
Financial Statements

AR S B S R TR

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

3. PRINCIPAL ACCOUNTING POLICIES 3. TESITHEE &)
(Continued)

Definition of a lease (Continued)

For contracts entered into or modified on or
after the date of initial application, the Group
assesses whether a contract is or contains a
lease based on the definition under HKFRS
16 at inception or modification date. Such
contract will not be reassessed unless the
terms and conditions of the contract are
subsequently changed.

As a lessee
Short-term leases

The Group applies the short-term lease
recognition exemption to leases of buildings
that have a lease term of 12 months or less
from the commencement date and do not
contain a purchase option. Lease payments
on short-term leases are recognised as
expense on a straightline basis over the
lease term.

HEZER (&)

HREBRERB S 2 1&E]
VHEFTHNE R REBRF
ﬁAjd R EEREE BT KR
HEAFEIGRNEERNHE L
ERBEHEE - BRIFE ORI
RRGEREEEESE - TR
BHE AR TEHE o

EREBEA
RHIHE

Z'X%.H—J%i,ﬁﬁfﬂ ﬁ&wugﬁﬁﬁ
ARG B M AR+
—_EAAERAETBEEER
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Notes to the Condensed Consolidated
Financial Statements

RS B S R AL

For the six months ended 30 June 2019 B E—ZT— h&ESXA=+HINEA
3. PRINCIPAL ACCOUNTING POLICIES 3. EESITHEHE &)
(Continued)

Impacts and changes in accounting policies of ERBANKREERE165% [FHE ]

MEERSTRRED (&)

application on HKFRS 16 “Leases” (Continued)

3.1

Key changes in accounting policies resulting
from application of HKFRS 16 (Continued)

3.1

As a lessee (Continued) ERABAN (&)
Right-of-use assets FRAEEE
Except for short-term leases, the Group BREBEEN  AEEREE

recognises right-of-use assets at the
commencement date of the lease (i.e. the
date the underlying asset is available for
use). Right-of-use assets are measured at
cost, less any accumulated depreciation
and impairment losses, and adjusted for any
remeasurement of lease liabilities.

The cost of right-of-use asset includes:

° the amount of the initial measurement
of the lease liability;

o any lease payments made at or
before the commencement date, less

Figs B 8 (ANERA & & AT
ZBH) RERREE - £/
BEERKABIMRTE
MRERBERFTE  AREER
BT EHNFEFLHE -

EREEENKARRE

e HEBGBWMUKIT=ES
5

o  RERMAHKZATELD
EEEENFORERD UK

any lease incentives received,; HEER
. any initial direct costs incurred by the s AEEEANEMNVBEE
Group; and EEE R
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Notes to the Condensed Consolidated

Financial Statements
GLEE SRS b T EL

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

3.1  Key changes in accounting policies resulting
from application of HKFRS 16 (Continued)

As a lessee (Continued)
Right-of-use assets (Continued)

° an estimate of costs to be incurred
by the Group in dismantling and
removing the underlying assets,
restoring the site on which it is
located or restoring the underlying
asset to the condition required by the
terms and conditions of the lease.

Right-of-use assets are depreciated on a
straight-line basis over the shorter of its
estimated useful life and the lease term.

The Group presents right-of-use assets
as a separate line item on the condensed
consolidated statement of financial position.

3.

FESFBEER ®)

FEREBYBREEDE 1655 [HE ]
MEERESTBREE (&)

3.1 EBHE
L

EREBAN (&)
EREEE (&)

s  AKBERKBEEBHREBE
E - WERBEEMES
W R EEREEM
B FRR BRI P AR TE AR RE
EEMBETARA

5 & ER G Al (£ F 5 H
RIBHNERE EABREITE

AEBERERLEE MBI E
PR EREEEERERRE

25 e
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Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

3. PRINCIPAL ACCOUNTING POLICIES 3. EESITHEHE &)
(Continued)

As a lessee (Continued)
Refundable rental deposits

Refundable rental deposits paid are
accounted under HKFRS 9 “Financial
Instruments” and initially measured at fair
value and subsequently at amortised cost.
Adjustments to fair value at initial recognition
are considered as additional lease payments
and included in the cost of right-of-use
assets.

Lease liabilities

At the commencement date of a lease,
the Group recognises and measures the
lease liability at the present value of lease
payments that are unpaid at that date.
In calculating the present value of lease
payments, the Group uses the incremental
borrowing rate at the lease commencement
date if the interest rate implicit in the lease is
not readily determinable.

Best Pacific International Holdings Limited
BREEZERARAR
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Notes to the Condensed Consolidated

Financial Statements
GLEE SRS b T EL

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

3.1  Key changes in accounting policies resulting
from application of HKFRS 16 (Continued)

As a lessee (Continued)

Lease liabilities (Continued)

The lease payments include:

U fixed payments (including in-
substance fixed payments) less any

lease incentives receivable;

o variable lease payments that depend
on an index or a rate;

U amounts expected to be payable
by the Group under residual value
guarantees;

o the exercise price of a purchase

option which is reasonably certain to
be exercised by the Group; and

° payments of penalties for terminating
a lease, if the lease term reflects
the Group exercising the option to
terminate.

3.

FESFBEER ®)

EREEMBEREEAF 1655 HE ]
MEERESTBREE (&)

3.1

MEMNKERE

. BENR (BREEEE
) BEMEREER
=

o BURREBEFIEMAE
MERR

o« TEHNRREFSEEER
RAREXNOEHE

s AEBEAKEBITEN
BEEEENTEE : &

o  XNRIEMEEIR (M
HH R RSB ITELR L
BIEHE) o
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Notes to the Condensed Consolidated
Financial Statements

RS B S R AL

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

3. PRINCIPAL ACCOUNTING POLICIES 3. FEETEXR#®
(Continued)
Impacts and changes in accounting policies of EREAMBHREZERZE165: [ HE ]
application on HKFRS 16 “Leases” (Continued) NWEERSTBEREE (&

3.1 Key changes in accounting policies resulting 3.1
from application of HKFRS 16 (Continued)

As a lessee (Continued)

Lease liabilities (Continued)

After the commencement date, lease NEKBEEE  HEBBKRF
liabilities are adjusted by interest accretion BREREENFETHAE -

and lease payments.

The Group remeasures lease liabilities (and REETINERR  AEBEE
makes a corresponding adjustment to the FEtEHEAE (REE@AFER
related right-of-use assets) whenever: EEFLEERE) :

. the lease term has changed or there e THEABRAEHNEITER
is a change in the assessment of EEERNTHELER
exercise of a purchase option, in g fEUERT - HEEME
which case the related lease liability ERBEREFTMH2BA
is remeasured by discounting the B AEETR a9 RLIR AL
revised lease payments using a RIEFTEMEEN T
revised discount rate at the date of NREHETE ©
reassessment.
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Notes to the Condensed Consolidated

Financial Statements

AR S B S R TR

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

As a lessee (Continued)
Lease liabilities (Continued)

° the lease payments change due
to changes in market rental rates
following a market rent review, in
which cases the related lease liability
is remeasured by discounting the
revised lease payments using the
initial discount rate.

LLease modifications

The Group accounts for a lease modification
as a separate lease if:

o the modification increases the scope
of the lease by adding the right to use
one or more underlying assets; and

o the consideration for the
leases increases by an amount
commensurate with the stand-
alone price for the increase in scope
and any appropriate adjustments
to that stand-alone price to reflect
the circumstances of the particular
contract.

FESTHEE &)

EREBA (B)
HERE (&)

s HMEMNFELEF  RNA
AMISHSRNETHS
HeRaRORES &
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Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

3. PRINCIPAL ACCOUNTING POLICIES 3. EESITHEHE &)
(Continued)

As a lessee (Continued)
Lease modifications (Continued)

For a lease modification that is not
accounted for as a separate lease, the
Group remeasures the lease liability based
on the lease term of the modified lease by
discounting the revised lease payments
using a revised discount rate at the effective
date of the modification.

Taxation

For the purposes of measuring deferred tax
for leasing transactions in which the Group
recognises the right-of-use assets and
the related lease liabilities, the Group first
determines whether the tax deductions are
attributable to the right-of-use assets or the
lease liabilities.

For leasing transactions in which the tax
deductions are attributable to the lease
liabilities, the Group applies HKAS 12
“Income Taxes” requirements to right-of-
use assets and lease liabilities separately.
Temporary differences relating to right-of-use
assets and lease liabilities are not recognised
at initial recognition and over the lease terms
due to application of the initial recognition
exemption.

Best Pacific International Holdings Limited
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Notes to the Condensed Consolidated
Financial Statements

AR S B S R TR

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

3. PRINCIPAL ACCOUNTING POLICIES 3. TESITHEE &)
(Continued)

Definition of a lease

The Group has elected the practical
expedient to apply HKFRS 16 to contracts
that were previously identified as leases
applying HKAS 17 and HK(IFRIC)-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.
Therefore, the Group has not reassessed
contracts which already existed prior to the
date of initial application.

For contracts entered into or modified on
or after 1 January 2019, the Group applies
the definition of a lease in accordance with
the requirements set out in HKFRS 16 in
assessing whether a contract contains a
lease.

As a lessee

The Group has applied HKFRS 16
retrospectively with the cumulative effect
recognised at the date of initial application, 1
January 2019. Any difference at the date of
initial application is recognised in the opening
retained profits and comparative information
has not been restated.

HEZER

AEEEEERBATERR
A BLTHTERE A G £
FITREELE (BRMHRE
BeRZEE) -REBERSRE
ERHRRBREE ] #h A1
ENAHNEREBEMBREE
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EREXERBEHAAEFEDN
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

3.

PRINCIPAL ACCOUNTING POLICIES

(Continued)

As a lessee (Continued)

When applying the modified retrospective
approach under HKFRS 16 at transition,
the Group applied the following practical
expedients to leases previously classified as
operating leases under HKAS 17, on lease-
by-lease basis, to the extent relevant to the
respective lease contracts:

relied on the assessment of whether
leases are onerous by applying HKAS
37 “Provisions, Contingent Liabilities
and Contingent Assets” as an
alternative of impairment review;

elected not to recognise right-of-
use assets and lease liabilities for
leases with lease term ends within
12 months of the date of initial
application;

excluded initial direct costs from
measuring the right-of-use assets at
the date of initial application;

Best Pacific International Holdings Limited
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Notes to the Condensed Consolidated

Financial Statements

AR S B S R TR

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

3. PRINCIPAL ACCOUNTING POLICIES

(Continued)

As a lessee (Continued)

iV,

applied a single discount rate to
a portfolio of leases with a similar
remaining terms for similar class of
underlying assets in similar economic
environment. Specifically, discount
rate for certain leases of buildings
in the PRC was determined on a
portfolio basis; and

used hindsight based on facts and
circumstances as at date of initial
application in determining the lease
term for the Group’s leases with
extension and termination options.

On transition, the Group has made the
following adjustments upon application of
HKFRS 16:

As at 1 January 2019, the Group recognised
additional lease liabilities and right-of-use
assets at amounts equal to the related lease
liabilities adjusted by any prepaid or accrued
lease payments by applying HKFRS 16.C8(b)
(ii) transition.

FESBE #)

EREBRA (&)
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Notes to the Condensed Consolidated
Financial Statements

RS B S R AL

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

3. PRINCIPAL ACCOUNTING POLICIES 3. FESTEEX®
(Continued)
Impacts and changes in accounting policies of EARBMBEREZERZE 165 [HE
application on HKFRS 16 “Leases” (Continued) NWEERSTBEREE (Z2)

3.2 Transition and summary of effects arising
from initial application of HKFRS 16
(Continued)

As a lessee (Continued)

When recognising the lease liabilities for
leases previously classified as operating
leases, the Group has applied incremental
borrowing rates of the relevant group entities
at the date of initial application. The weighted
average lessee’s incremental borrowing rate

EREBA (&)

MBEFIBEAKEHECHE
BREEAER  ~A5ERE
RERBHERAEHEESEE R
22BN E - FTRE ARy
MANMEFEEEEFBRENE
£5.33% °

applied is 5.33% per annum.

The following adjustments were made to UTAHR - ET—AE—/F—
the amounts recognised in the condensed El > B850 ?ﬁ:\é/ﬁjjﬂk#/ﬁ%g‘: ﬁ@
consolidated statement of financial position DS EEELHNAE - A IE
at 1 January 2019. Line items that were S EMIA R W RBIELER o

not affected by the changes have not been

included.
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Notes to the

Condensed Consolidated
Financial Statements

R AR S M SRR B o

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

3. EESITHEHE &)
Fﬁﬁ%iﬁﬁﬂ“#&%ﬁﬂ 5163 [
NEEREHREES (&)

3.2  Transition and summary of effects arising 3.2 B NEFZEEBEHEHREERE
from initial application of HKFRS 16 1655098 ERZEBE (4&)
(Continued)

At 1 January
2019
R=Z-h&
—-A—H
HK$’000
TR
Operating lease commitments disclosed as at RZZ-N\F+ZA=+—HEEL
31 December 2018 e E A 137,764
Lease liabilities discounted at relevant incremental R E AT R E HEaE
borrowing rates 78,393
Less: Recognition exemption — short-term leases R - RHRE (1,736)
Lease liabllities relating to operating leases RZE-NE—F—REREE
recognised upon application of HKFRS 16 BT IR E R 65 A R
as at 1 January 2019 ReHERECEERE 76,657
Analysed as AMB
Current g 10,878
Non-current ERE 65,779
76,657
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Notes to the Condensed Consolidated
Financial Statements

BEESS

B ISR B EE

For the six months ended 30 June 2019 # &

“E-NAFRNA=TBLEREAR

3.

PRINCIPAL ACCOUNTING POLICIES 3. FEESHE (&)
(Continued)
Impacts and changes in accounting policies of EREBMBEREENE165E [ HE
application on HKFRS 16 “Leases” (Continued) WEERSTHRRESR (&)
3.2  Transition and summary of effects arising 3.2 % /ZT/‘@@? &
from initial application of HKFRS 16 ST IR IS
(Continued)
The carrying amount of right-of-use assets RZZE—NF—A—HB #H
as at 1 January 2019 comprises the EEEMNERAAEBRSUTRE
following:
Right-of-use
assets
EREEE
Note HK$’000
(i3 FART
Right-of-use assets relating to operating leases B & BB RS LRI £ 1658
recognised upon application of HKFRS 16 HRAELEHESH
EREAE 76,657
Reclassified from prepaid lease payments BRMARENTRENYE @ 121,318
197,975
By class: RER
Leasshold lands AELiH 175,809
Buildings EF 22,166
197,975
(a) Upfront payments for leasehold lands in (a) RAE - BEters NS

the PRC, the Socialist Republic of Vietnam
(“Vietnam”) and the Democratic Socialist
Republic of Sri Lanka (“Sri Lanka”) were
classified as prepaid lease payments as at
31 December 2018. Upon application of
HKFRS 16, the current and non-current
portion of prepaid lease payments amounting
to HK$2,987,000 and HK$118,331,000
respectively were reclassified to right-of-use
assets.

Best Pacific International Holdings Limited
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Notes to the Condensed Consolidated

Financial Statements
GLEE SRS b T EL

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

3.2

Transition and summary of effects arising
from initial application of HKFRS 16
(Continued)

The following adjustments were made to
the amounts recognised in the condensed
consolidated statement of financial position
at 1 January 2019. Line items that were
not affected by the changes have not been
included.

3.

FESTBE &)

FEREBIMBRELERE165% [HE
MEERSTRRED (&)

ATRER-_ZT—-NF—A—
B2 ER&s A T FMR R T
RN TREIFHHAER - RRXE
PRENABY TNBREENA -

Carrying amounts Carrying
previously amounts under
reported at HKFRS 16 at
31 December 1 January
2018 Adjustments 2019
REEBHE
ERZE—)\F HEERIE165
+-A=1+—H R-E-hF
ERNEAE #AE  —A-ANEKREE
HK$'000 HK$'000 HK$’000
THT THT THx
Non-current assets kRBEE
Prepaid lease payments BABEEMNR 118,331 (118,331) =
Right-of-use assets FREEE - 197,975 197,975
Current assets REBEE
Prepaid lease payments BAREMR 2,987 (2,987) -
Current liabilities REEE
Lease liabilities HEaE - 10,878 10,878
Non-current liabilities FREaE
Lease liabilities HEaRE - 65,779 65,779

For the purpose of reporting cash flows from
operating activities under indirect method
for the six months ended 30 June 2019,
movements in working capital have been
computed based on opening condensed
consolidated statement of financial position
as at 1 January 2019 as disclosed above.

RERBE_ZT-NAFR A=
THIERBEAREEEFEZ
REETHAEREREME
LEETEIERE_FT N
F—A—BNHVERAEE Y
BN RETE (W EXFREE) -
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Notes to the Condensed Consolidated
Financial Statements

RS B S R AL

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

4.

REVENUE AND SEGMENT
INFORMATION

Revenue

The Group’s revenue is derived from manufacturing
and trading of elastic fabric, lace and elastic
webbing in Hong Kong, the PRC, Vietnam and Sri
Lanka, net of discounts and sales related taxes.
The Group’s revenue is recognised at a point in
time.

Disaggregation of revenue from contracts with
customers

For the six months ended 30 June 2019
(unaudited)

4, WARDEHER

WA

AEBRAREREE  HE - #lE
RETERRHEEREEELEYE
K EA RGBS - MRk
EHEATIE - REBRARTE —FFE
TR -

REFFEHNZBWAHAD

BE—ZE—-hE~A=1tHLXEA
(REER)

Manufacturing  Manufacturing
and trading of  and trading of

elastic fabric elastic
and lace webbing Total
HEREE
B HEREE
ERRE# BHAT st
HK$’000 HK$’000 HK$°000
T#ExT TET TET
Types of goods EmEH
Sales of products EmHE
Elastic Fabric s AR E R
- Lingerie — ZERK 580,575 - 580,575
— Sportswear and apparel — FERE RARE 562,243 - 562,243
1,142,818 - 1,142,818
Lace Eih 43,326 - 43,326
Elastic webbing SEMEARES - 416,705 416,705
1,186,144 416,705 1,602,849
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Notes to the Condensed Consolidated
Financial Statements

AR S B S R TR

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

REVENUE AND SEGMENT
INFORMATION (Continueqd)

Disaggregation of revenue from contracts with
customers (Continued)

For the six months ended 30 June 2018

4. WARDHER &)

42 )

REZEFENZWAHAD (&)

BE_T-\FRA=1THIXEHA

(unaudited) (REEFEZ)
Manufacturing Manufacturing
and trading of and trading of
elastic fabric elastic
and lace webbing Total
BEREER
B BLEREE
EpEIETA BB fEt
HK$'000 HK$'000 HK$’000
FAT FAT FAT
Types of goods EmER
Sales of products EmHE
Elastic Fabric B E R
- Lingerie — AR 462,801 - 462,801
— Sportswear and apparel — EFRE RRE 388,945 - 388,945
851,746 - 851,746
Lace B 53,440 - 53,440
Elastic webbing G A - 446,156 446,156
905,186 446,156 1,351,342
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

4. REVENUE AND SEGMENT
INFORMATION (Continueqd)

The financial information reported to the 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 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.

Best Pacific International Holdings Limited
BREEZERARAR
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Notes to the Condensed Consolidated
Financial Statements

AR S B S R TR

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

REVENUE AND SEGMENT
INFORMATION (Continued)

4, WARDHESR &)

Segment revenue and results DEUMAREE
The following is an analysis of the Group’s revenue L)( TAREEIZRKES KA HRE D EE
and results by operating and reportable segments: DRI A R EE DT :
For the six months ended 30 June 2019 BE-Z-hAEAA=1+HIEAEA
(unaudited) (REEX)
Manufacturing  Manufacturing
and trading of  and trading of
elastic fabric elastic
and lace webbing Total
HEREE
BEAY HEREE
EMRE# BHAT HEt
HK$’000 HK$’000 HK$°000
TET TER TET
Segment revenue from REIINARFHR
external customers AEBA 1,186,144 416,705 1,602,849
Segment profits BB A 85,643 93,808 179,451
Unallocated other income RAOBEMBA 6,145
Unallocated other gains and losses 7k % fit E Uk 25 & §518 6,364
Unallocated corporate expenses *ﬁﬁﬂm%ﬁﬂi (19,993)
Share of result of a joint venture DA EDEEE 1,189
Finance costs AR (43,212)
Profit before taxation BR A A8 A 129,944
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

4, REVENUE AND SEGMENT 4. W ARDIER (&)
INFORMATION (Continueqd)
For the six months ended 30 June 2018 (unaudited) HE—_ZE—NEA=+HIENEAB
RGBT
Manufacturing Manufacturing
and trading of and trading of
elastic fabric elastic
and lace webbing Total
EREE
g7 EREE
R R E 5B M AT et
HK$’000 HK$’000 HK$’000
TAT FHAT FHT
Segment revenue from REIREFH)
external customers Zax-i L ON 905,186 446,156 1,351,342
Segment profits 28k A 66,282 90,177 156,459
Unallocated other income RO EEAMBA 6,616
Unallocated other gains and losses &% AR E b s 25 &2 548 1,063
Unallocated corporate expenses RO ERY (19,016)
Share of result of a joint venture DA B EEE 1,124
Finance costs BEMK AR (28,067)
Profit before taxation BRASE A8 A 118,179

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

Best Pacific International Holdings Limited
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Notes to the Condensed Consolidated

Financial Statements
GLEE SRS b T EL

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

REVENUE AND SEGMENT
INFORMATION (Continueqd)

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

As at 30 June 2019 (unaudited)

4. WARDHER (&)

AT BAREEIREE N A HwE DS
DEENRBBON

R=Z—NEFERA=1+H (RKEXK)

Manufacturing  Manufacturing
and trading of  and trading of
elastic fabric elastic
and lace webbing Total
HEREE
BHEAY HEREE
HK$’000 HK$’000 HK$’000
TERT TER TER
ASSETS BE
Segment assets DEEE 3,570,570 698,290 4,268,860
Property, plant and equipment ) ER G 259,982
Right-of-use assets EREEE 23,405
Interest in a joint venture REBahEr R 29,401
Investment in a partnership REEEAR 19,544
Deferred tax assets BEERIEEE 4,728
Other receivables, deposits and H U 5008
prepayments & RIBAFE 82,662
Tax recoverable BEAEEE 20,759
Pledged bank deposits BIEMRITER 60,196
Short term bank deposits FEIRITIE R 7,480
Bank balances and cash RITHEBRIA S 564,752
Total assets EEBE 5,341,769
LIABILITIES =L
Segment liabilities DEEE 582,396 162,050 744,446
Bank and other borrowings RITREMIET 2,031,303
Other payables and H AR R
accrued charges fEZTE 26,536
Bank overdrafts RITEX 25,258
Tax payables JEFFHIE 13,037
Lease liabilities HEBE 3,697
Derivative financial instrument TEemIA 2,015
Deferred tax liabilities BEERIEAE 4,037
Retirement benefit obligations RARNEE 4,622
Total liabilities BERsE 2,854,951
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

4. REVENUE AND SEGMENT
INFORMATION (Continueqd)

Segment assets and liabilities (Continued)

As at 31 December 2018 (audited)

4. WARDHER &)

Manufacturing Manufacturing
and trading of and trading of
elastic fabric elastic
and lace webbing Total
HEREE
SR HEREE
ER R E 4 s A Bt
HK$’000 HK$'000 HK$'000
FET FET FHET
ASSETS BE
Segment assets DEEE 3,569,484 706,495 4,275,979
Property, plant and equipment E - BERERE 201,838
Prepaid lease payments BREERNK 19,252
Interest in a joint venture AE B ERER 35,147
Investment in a partnership REEGH AT 18,642
Deferred tax assets ERFBEE 4,371
Other receivables, deposits and E i pEUFIE
prepayments && RBRFIA 78,843
Pledged bank deposits EHEMRITER 82,220
Short term bank deposits REIRITIER 12,249
Bank balances and cash RITEREB A S 459,894
Total assets EEHZE 5,188,435
LIABILITIES &
Segment liabilities HHBEE 671,626 207,220 878,846
Bank and other borrowings RITRE AR 1,794,158
Other payables and HAunERHIE R
accrued charges FEzTE A 16,168
Bank overdrafts RITEX 12,385
Tax payables JEZ IR 21,438
Derivative financial instrument TESMTE 3,195
Deferred tax liabilities RIEFIEEE 4,825
Total liabilities aEEH 2,731,015

Best Pacific International Holdings Limited

BRERERERAT



Notes to the Condensed Consolidated

Financial Statements
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For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

REVENUE AND SEGMENT
INFORMATION (Continueqd)

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

° all assets are allocated to operating and
reportable segments, other than certain
property, plant and equipment, right-of-
use assets and prepaid lease payments
for corporate use or the property and
plant under construction and right-of-use
assets in relation to the land on which such
construction is undergoing in Sri Lanka,
interest in a joint venture, investment in
a partnership, deferred tax assets, tax
recoverable, 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, tax
payables, deferred tax liabilities, derivative
financial instrument and certain corporate
liabilities.

WARDEER (&)

EENBRREDESHENE

PEEESNEERE MA R
EoEl ETHERERR
MWYE - BEREE - ER%
BEANFANBEE N RN
BRRNERYERBE AR
ERZEERIEME LT
EREEE NAELEMNE
m REAR AR ETEKRE
BE - ATEHRE - 2 EHFER
TR EHRITE RN RTT
RRMNREUANETEREE
BRI o

FrEREANEEEREE AR
EFOER  HERITREAMB
RITEX - BHBIA - BEEHR
BREE TESRIARSET
EEABERIN -

Interim Report 2019
—E-AEFR RS



Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 # &

5.

PROFIT BEFORE TAXATION

“E-NAFRNA=TBLEREAR

5. BR®A

gl

Six months ended

BZLUUTHEALERER
30.6.2019 30.6.2018
—E-hEF —N\F
AA=+H ~NA=+H
HK$’000 HK$’000
FET FAT
(unaudited) (unaudited)
(RESEZ) (REER)
Profit before taxation has been arrived  BEATHEF 2 IR (5FA)
at after charging (crediting): T5I%I8
Depreciation of property, ME - BE MREITE
plant and equipment 118,620 110,177
Depreciation of right-of-use assets FEREEERE 8,387 -
Amortisation of prepaid lease payments  FE{S B & (< ik 4l = 1,856
Cost of inventories recognised as REBAZFERAR
an expense 1,210,855 1,028,327
Including: allowance for obsolete BiE  BEER (BE&E)
inventories recognised (reversed) PREFERE 10,121 (52)
Net proceeds from sales of scrap BB RE R AT 1S SR HER
materials (included in other income) (ETAEMUA) (4,113) (3,389)
Bank interest income HRITH BHA
(included in other income) (FFAEAMUA) (2,881) (3,339)
Government grants BT 48 Bh
(included in other income) (GFAEMUA) (1,276) (6,542)
Gain from change in fair value of PTEERMTAEY
a derivative financial instrument N EEB
(included in other gains and losses) (GtAEMUWEE N ETE) (1,180) (1,653)
Loss (gain) from net remeasurement of & FEW K TEE B EBEE
credit loss allowance for EHFTEFREEE (W)
trade receivables (included in other (GFAEM W M EE)
gains and losses) (Note 10) (PfF3E10) 3,745 (4,108)
Net foreign exchange (gain) loss HNE (Uhias) B8 58
(included in other gains and losses) (FrAE e R E18) (5,191) 590

Best Pacific International Holdings Limited
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Financial Statements
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For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

INCOME TAX EXPENSE FREFiE X
Six months ended
BEUTBEHIEAEA
30.6.2019 30.6.2018
—E-hF —T-N\F
AA=1H ~NA=+H
HK$’000 HK$’000
FET FET
(unaudited) (unaudited)
(REEZ) (REg&EZ)
Current tax: BIEATR IR -
Hong Kong Profits Tax BEBMNET 2,947 14,110
The PRC Enterprise Income Tax B ZEFTEHT
(“EIT") ([¥FBH1) 16,908 7,024
Over provision in prior years: BEFE AR
The PRC EIT Sl 3o Ee) (9,505) (6,477)
10,350 14,657
Deferred taxation RAERIE (1,597) 736
8,753 15,393

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 financial year ended
31 December 2018, 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.

RZE-N\EFE=ZAZ+—B  BEYL
EERB-_T—LFHK (BF)(F
) BRUIER ((RAIER]) - Ha
AFBHBMBRE - GOIERKR=-F—
NEFE=ZA- T+ NBAERBEXRERY
REATNEER - REBEZMSHBR
B AEREEERNE2AEBT
it M 15 128.25% M B R - MRB2
B &8 TT R A 12 16.5% 0 B R
B o A& %M S B M AR E 1 B &R
BER OGNS EEIZ16.5%2 8 —
TR AEHL o M 150 M AR Il 8 A B
“E-) N\FHA-HRZREEHE
AR EFE -

Hitt - BEZ-_T—N\F+_A=+
—BILUREER  AEREEETE
Zé%ﬂﬁﬁﬁé?ﬁ%%ﬁZﬁ%@

fHET R BG A A 16.5%A1 & o
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Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

6.

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 256% during the six
months ended 30 June 2018 and 2019, unless
there is any preferential tax treatment applicable.

The Company’s subsidiaries, Dongguan Best
Pacific Textile Company Limited (“Dongguan
BPT”) and Dongguan New Horizon Elastic Fabric
Company Limited (“Dongguan NHE”), obtained
the qualification as high and new technology
enterprises since 2010 and 2016, respectively,
which are now renewing for an additional three
years from financial year 2019, and they also
completed the relevant filing requirements with the
competent tax authorities. Hence, Dongguan BPT
and Dongguan NHE are subject to the preferential
tax treatment and the applicable tax rate for the six
months ended 30 June 2018 and 2019 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 and by fulfilling certain stated
requirements, the subsidiary in Vietnam is eligible
for tax holiday for four financial years since 2018,
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.

Best Pacific International Holdings Limited
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Notes to the Condensed Consolidated

Financial Statements
fEERAR S B IS SRR M T

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

INCOME TAX EXPENSE (Continued)

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
fulfilling 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 six months ended 30 June
2019. 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.

DIVIDENDS

During the current interim period, a final dividend
of HKB6.7 cents per ordinary share in respect of
the year ended 31 December 2018 (2018: HK5.9
cents per ordinary share in respect of the year
ended 31 December 2017) was declared and
paid to the shareholders of the Company. The
aggregate amount of final dividend amounted to
HK$69,667,000 (2018: HK$61,161,000).

Subsequent to the end of the current interim period,
the directors of the Company have resolved not
to declare any interim dividend for the six months
ended 30 June 2019.

6.

rEREX ®)

REHFEFFEARUOE (ZF—t
FHR24%) RHERREEZWE
DA E AR 328% o AL B ET
BERRNMBAREZR R EM R
BRERHENE THABRKMREBE
—E-AERAZTRHEREREER
14%HBEF R o o - Hp — 5K
BRAAREZAREARRE  ZEHE_F
TMEF-—A=T—HLEFERIL -

R E b RARE R 2 BiTR Ty iR A B 7]
FRBERZHEGTH -

Hﬁ 1%\

RAFREEE  BEEBE_—N\F
+—A=+—BLFEXRAKREER
TERe7TEWN(ZE—NF: §H#
2 ET—+F+_A=+—8I1
FEASREBRSEN) BEEIK
NMIRETARDNRIRE - KREKRE R
%6 #£69,667,0008 7T (ZZF — )\ F :
61,161,000/ 7T) °

RAFHIRE  KRRRESE RS

THBE_Z-NFRA=THIER
i A E IR Ef A HIALE
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

8. EARNINGS PER SHARE 8. EREF
The calculation of the basic and diluted earnings BIRYNNSEAEARAANT A AENE
per share attributable to owners of the Company is A& B AR N #SE 2 A

based on the following data:

Six months ended

BZUTAMIEANER
30.6.2019 30.6.2018
—E-hEF —E-N\F
~NA=1H ~NA=1H
(unaudited) (unaudited)
(REEFZX) (REEEZ)
Earnings ZF
Earnings for the purposes of basic and ~ FLEtEEARER M #E R T
diluted earnings per share (profit for ZEBF (RARER A
the period attributable to owners of EHEBRRF) (F5T)
the Company) (HK$’000) 120,924 104,054
Number of shares RHEE
Weighted average number of ordinary M ETRERBF 2
shares for the purpose of basic AR INRE I &L
earnings per share 1,039,761,039 1,036,617,392
Effect of dilutive potential ordinary shares: @Ak v BE#HES L
Share options issued by the Company N E LT 2 BN 48,827 2,277,295
Weighted average number of ordinary A EGREERN
shares for the purpose of diluted TmAR NRE T &L
earnings per share 1,039,809,866 1,038,894,687

Best Pacific International Holdings Limited
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Notes to the Condensed Consolidated

For the six months ended 30 June 2019 # &

MOVEMENT IN PROPERTY, PLANT
AND EQUIPMENT AND RIGHT-OF-
USE ASSETS

During the six months ended 30 June 2019,
total addition to property, plant and equipment
were approximately HK$188,289,000 (for the
six months ended 30 June 2018: approximately
HK$267,750,000), which mainly included addition
of machinery of approximately HK$50,028,000 (for
the six months ended 30 June 2018: approximately
HK$45,301,000) and addition to construction in
progress of approximately HK$129,161,000 (for the
six months ended 30 June 2018: approximately
HK$207,239,000).

During the six months ended 30 June 2019, total
addition to right-of-use assets were approximately
HK$63,200,000, which mainly included addition
of HK$60,818,000 in relation to a new lease
agreement entered by the Group for the use of a
piece of land in the PRC for 42 years. On lease
commencement, the Group is required to make full
payments and the Group recognised approximately
HK$60,818,000 of right-of-use asset for such
lease.

2]

Financial Statements
GLEE SRS b T EL

“E-NAFRNA=THLEREAR

Vx BERRBEEBRME
REEE
mai—“ NENAZ+ALLEANAE

A AREVE BEERREREARD
188,289,000/ (BLE=F— N\FEX
A=+B8 17N A : 4267,750,000
B HTEREARAERRY
50,028,000/ 7T (Bl Z2 =T — \F X

A=+HI1E/XEA : 445,301,000
TC) ARG E R T#249129,161,000

BALT(BE_T-N\FRA=THIL

NE A : #49207,239,000/87T) ©
REBE-_ZT—AFNA=1tHIEN
BR ANEFBAEEEEABEAY

63,200,000 ' E E B FE A&
BtER — MR RA LT
AT FHERZREENAE
60 818 00087t - NI ERKE K
AN EAEEREHEA
i“‘—: ﬁ& R {E F # & E 460,818,000/
T o
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

10. TRADE AND BILLS RECEIVABLES 10. EZREBREBEREKREE
30.6.2019 31.12.2018
AB=tH +ZA=+—H
HK$’000 HK$’000
FEx FET
(unaudited) (audited)
(RIEER) (&%)
Trade receivables B 5 EWEIE 556,184 753,559
Less: Allowance for credit losses B EEEERE (28,393) (24,648)
Total trade receivables B SR EARE 527,791 728,911
Bill receivables e 2,517 1,750
Total trade and bill receivables B WA R RN R IR A E 530,308 730,661
Trade receivables from third parties mainly BWE=FESHREFTETHETEE
represent receivables from customers in relation to MEYEE  EHLERBT TR
the sale of elastic fabric, lace and elastic webbing BEMNEREPZE - XTE ff' 0K
to customers. The credit period granted to the EHREL AEEA MM AKERT
customers ranges from 30 to 90 days from the HEAREET30E90H °
date of issuance of a monthly statement for sales
delivered in that month.
The following is an aged analysis of trade NTRRERESHBEREE ZEW
receivables, net of allowance for impairment, FIENRBEREZALELEBE
presented based on the date of issuance of EVMERROMT AR S REHELER
monthly statements at the end of each reporting NEKEEZZEHAEBHE7MER
period and an aged analysis of bills receivables AT
presented based on the date of issuance of the bills
at the end of each reporting period:
30.6.2019 31.12.2018
—E-hE —ZT—N\F
AA=+H +=A=t+—8~
HK$°000 HK$’000
FHT FHET
(unaudited) (audited)
(REER) (&%)
Trade receivables B 2 RWRIE
0 - 90 days 0—90H 475,751 681,459
91 - 180 days 91— 180H 28,007 29,581
Over 180 days HiE180H 24,033 17,871
527,791 728,911
Bills receivables EWRERE
0 - 90 days 0—90H 2,517 1,750
530,308 730,661

Best Pacific International Holdings Limited

BRERERERAT
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For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

TRADE AND BILLS RECEIVABLES 10.

(Continued)

The following is the movement in the allowance for
impairment in respect of trade receivables during
the six months ended 30 June 2019:

ESERREREREE #)

WTEBE_Z—NLFA=+HL
/\1IHE’J?ﬁ%ﬂ%ﬁﬂﬁlmlﬁﬁzﬁﬁéﬁ“
& :

HK$’000

FHET

Balance at 1 January 2019 (audited) RZE—NF—A—AN&EH (KER) 24,648
Net remeasurement of credit loss EEEEREETI2FE

allowance 3,745

Balance at 30 June 2019 (unaudited) RZF-—NFNA=ZTHNEH (REER) 28,393

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

FFARKEE R 5B GRIEAE AR B
AR E 5 EKRIBESRET I
—F:

30.6.2019 31.12.2018
—E-NEF —E-)N\F
AA=t+H +-HA=+—H
HK$’000 HK$’000
FExT FAT
(unaudited) (audited)
(REBEZ) (f&E:=%)
Related companies BAHE A A
A related company* —fR R AR 5,049 5,191
Other related companies* H4th BB N B 51,928 82,479
56,977 87,670

The related company is controlled by a director of the
Company and close family members of directors of the
Company.

#  The related companies are fellow subsidiaries of each of
the two non-controlling shareholders who have significant
influence over certain subsidiaries of the Group.

* BBARRARR —UEENREZMNED
Bk B2 -

fOREABARIREAREE THEAQR
%EEKE/ 27 WAL FEE I R R A [R] 5
Bnr
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Notes to the Condensed Consolidated
Financial Statements

RS B S R AL

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

10.

11.

TRADE AND BILLS RECEIVABLES 10. ESRWRERERREE #)
(Continued)
The above trade receivables balances with related DA FEARAEE N Rl AY B 5 E U FE 4 g
companies are unsecured, interest-free and with EEBELEE EEHABHEAEHEE
a credit term of 30 to 90 days from the date of RO H A &E T B HRFE0E0
issuance of a monthly statement for sales delivered He U TAHEBEATNE S ERRK
in that month. The following is an aged analysis of TEEMN RSN S RIIR A4s 5
trade receivables balances with related companies ELHBHEZ2YMERERR DT ©
presented based on the date of issuance of
monthly statements at the end of each reporting
period.
30.6.2019 31.12.2018
—E-NEF —ZT-)\F
AA=+H +=—A=+—H
HK$’000 HK$’000
FHET FHT
(unaudited) (audited)
(REEX) (JeE|iz)
0 - 90 days 0—90H 56,977 87,670
TRADE AND BILLS PAYABLES 1. EZRGREREMNRE

Trade payables

The credit period granted by the Group’s creditors
ranges from approximately 30 to 90 days. The
following is an aged analysis of trade payables
presented based on the invoice date at the end of
each reporting period:

B 5 ENFIER

AEBFEEAGL THEEHAL30E
VH - UTAEAEBESFENKEBEREZR
SHRERFREZHH2TMRER
DT

30.6.2019 31.12.2018

—E-AF —E-N\F

AA=tH +=A=+—H

HK$°000 HK$’000

FET THET

(unaudited) (audited)

(RBEX) (&%)

0 - 90 days 0—90H 173,273 192,771
Over 90 days #B:@E90H 9,784 16,190
183,057 208,961

Best Pacific International Holdings Limited
BREEZERARAR
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For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

TRADE AND BILLS PAYABLES
(Continued)

As at 30 June 2019, included in the Group’s trade
payables balance is an amount due to a joint
venture of HK$8,202,000 (as at 31 December
2018: HK$16,243,000). Such balance due to a
joint venture is unsecured, interest-free and with a
credit term of 30 days from the date of issuance of
a monthly statement for purchases delivered in that
month. This balance is aged within 90 days at the
end of the reporting period.

11.

ESENRERESERE &)

ATE—NENA=1TH " stAXRE
B 2 5 e~ 508 4 £ #98,202,000/%8
T(R-ZE—N\F+=-A=+—8":
16,243,0008 7T) JHE & & ¥
HeZERNEECELEHRERTR
2B FEHEEHAEBEAMGMA
LB HEAREET30H o AR HARS
HERE - ZEERORIRTIRNA

Bills payables B EE
The following is an aged analysis of bills payables NTAENERRSREHBERE
presented based on the date of issuance of bills at REERZHHEZ5IRE DT
the end of each reporting period:
30.6.2019 31.12.2018
—E2-hF —E-N\F
AA=tH +-A=1t—H
HK$°000 HK$'000
FHERT FHET
(unaudited) (audited)
(REEX) (RE%)
0 - 90 days 0—90H 187,092 261,009
91 - 180 days 91 —180H 98,109 135,133
285,201 396,142

Interim Report 2019
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Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

12. BANK AND OTHER BORROWINGS/ 12. $RIT R EMERR / BRITEXL
BANK OVERDRAFTS
30.6.2019 31.12.2018
—EB-NEF —ZE-N\F
AA=+H +=A=+—H
HK$’000 HK$'000
TER FAT
(unaudited) (audited)
(REEER) (f&E%)
Bank overdrafts RITEL 25,258 12,385
Unsecured syndicated loan KRB ED 1,121,822 1,194,265
Unsecured bank borrowings ERIRIRITE K 889,981 594,043
Unsecured other borrowing (Note) AR E AR (1) 19,500 5,850
2,056,561 1,806,543
Carrying amount repayable* JE(EIE FURR M E"
Within one year —&ER 1,039,865 727,981
More than one year, but not BBA—FETBRAMRT
exceeding two years 993,296 660,931
More than two years, but not BEMFETEBRF
more than five years 23,400 417,631
2,056,561 1,806,543
Less: Amounts due within one year or W RBBEMRA
contain a repayment on demand R—ERNEEXBEE
clause shown under current liabilities BRESREBIERRIE (1,110,065) (802,081)
Amounts shown under non-current ERE BB RIE
liabilities 946,496 1,004,462
Carrying amount of bank borrowings AR—FNEERES
that are repayable within one year and REKEEFETA
contain a repayment on demand clause RITEROEREE 530,152 532,328
Carrying amount of bank borrowings BR-—FRERERS
that are repayable more than one year R BRI E IR
but contain a repayment on RITERMEREE
demand clause 70,200 74,100
600,352 606,428
* The amounts due are based on scheduled repayment * BIEAEIE IR B S i A ey 52
dates set out in the loan agreements and included 1§;@ A H\’a}izni iﬁ@ﬁ%ﬁaﬁﬁﬁgﬁ
the unamortised portion of the prepaid transaction %f%’ﬁéﬁﬁé%iﬂi$25ﬁﬁﬁéé;ﬁ

cost in relation to the unsecured syndicated loan .

Best Pacific International Holdings Limited

BRERERERAT
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Notes to the Condensed Consolidated

Financial Statements
GLEE SRS b T EL

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

BANK AND OTHER BORROWINGS/
BANK OVERDRAFTS (Continued)

Note: Other borrowing represents loan from a
non-controlling shareholder of a subsidiary which
is unsecured, carries interest at London Interbank
Offered Rate (“LIBOR”) plus 2.4% per annum and
repayable during December 2021 to February 2022
(as at 31 December 2018: repayable in December
2021). Such other borrowing is denominated in
United States Dollar (‘USD”).

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 plus 2.2% per annum for
HK$ loan tranche and LIBOR plus 2.2% per annum
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 30 June 2019
and 31 December 2018.

12.

J= = /=3
BITREMER RITEX
(&)

BisE : EffEskigR A —RHK B A R FEER
BENER  AEEKF - FFX AR
HIRTRERE ([RBRTRAER
B Mt24% RER-ZT-—4F
+-AE_E-_—F_Af#EE (BR=
Z—N\E+-A=+—8: BERN_Z

——F+-AEE) ZEHEMER

ST ([%Ex]) 5HE -

BE-_Z—+t&F+=-A=1+—HBLHF
B AEEHREEPREEREI LI
MEWHZE  ERXBE_ZE—NFRHA
T=HEZZ=-—FRAT=BH#
B8 BTERFEMNESBEBRITH
EREMNME2.2% - METLERFFE
RMBERTTRIZER SN £2.2% « FIK
RIREERTIBHARR FHRHER o

RZBE-NFARAA=Z=TEEZZ—N
FH+_A=+—8H SERRTER
RITEXTBRARA R HEET
BB A BB HFELR
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Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 # &

13.

“E-NAFRNA=TBLEREAR

SHARE CAPITAL 13. B
All shares issued rank pari passu with each other FIBEETROHSEEMEFAESR
in all aspects. The detailed movements of the A & #Ea /\/\ o RARIRAMEBFIFH
Company'’s share capital are set out below: HEATR
Number of
shares Amount
RHEE 6% ]
HK$ HK$'000
BT THL
Ordinary shares of HK$0.01 each FREE.0B I TER
Authorised: ETE
At 1 January 2018, RZZ-\F-HA—H"
30 June 2018, “T-\FRA=tH"
1 January 2019 and “E-NE-A-BK
30 June 2019 “Z-NERNA=TH 50,000,000,000 500,000,000 500,000
Issued and fully paid: BERIRER
At 1 January 2018 R-F—-N\F—A—H 1,036,508,000 10,365,080 10,365
Issue of shares upon exercise R ERER B1TR O
of share options (Note a) (Hf3¥a) 120,000 1,200 1
At 30 June 2018 (unaudited) R-Z—\EAA=1H
(REEZ) 1,036,628,000 10,366,280 10,366
At 1 January 2019 RZE-NF-F—H 1,039,723,000 10,397,230 10,397
Issue of shares upon exercise RITERRERRTRE
of share options (Note b) (BtzEb) 85,000 850 1
At 30 June 2019 (unaudited) R-ZE-AEXA=TH
(REER) 1,039,808,000 10,398,080 10,398

Notes:

(@) In January 2018, the Company issued 120,000
shares upon the exercise of share options by an

employee.

(b) In April 2019, the Company issued 85,000
shares upon the exercise of share options by

certain employees.

Best Pacific International Holdings Limited

BRERERERAT

GHE
(@ R
(b) n
& B
)

—E-N\F—A ARAR—ERE
S 1T FB AR R 12 217 120,000 % A {7 °

—NFOR  ARRRETH
@E i AR #E 1% 3% 1785,000/ %
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15.

Notes to the Condensed Consolidated

For the six months ended 30 June 2019 # &

Financial Statements
GLEE SRS b T EL

“E-NAFRNA=THLEREAR

PLEDGE OF ASSETS 14, iﬁﬁﬁf‘%
As at 30 June 2019 and 31 December 2018, the RZZE-—NFAA=Z+FARZZE—N
Group pledged certain bank deposits to secure the & + —A=+—H xEEK TEﬁ =T
bills payables issued by the Group. RITHER ERAKERLENENE
ek i
30.6.2019 31.12.2018
—E-hF —E-)\F
~AA=+H +=A=+—H
HK$’000 HK$'000
TET FAT
(unaudited) (audited)
(REERZ) (fEZ)
Pledged bank deposits BIEMIRITER 60,196 82,220
CAPITAL AND OTHER COMMITMENTS 15. EXRR HMth&IE
30.6.2019 31.12.2018
—E-—hE —E—)\F
ARA=+H +=ZA=t+—H
HK$’000 HK$’000
THET FAT
(unaudited) (audited)
(REEZ) (&%)
Capital expenditure in respect of the EBEREME - BER
addition of property, plant and BB RTAERBED
equipment contracted but not BEARRR
provided for 253,720 306,355
As disclosed in the Company’s announcement HMAANTBEHA-—E—X<E+_—A

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$159,659,000 as at 30 June
2019 and approximately HK$160,388,000 as at 31
December 2018) 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.

—+= Emﬂiﬁﬁ% R th
tEBBILE=ZFFNL— D&
AEBEFRBEAERD Tﬁwﬁﬁﬂ
A MEPEKEERERERLKMHE
BB ES - REZ s Rxib
HEREEFE AR %140,500,0007T
(R=ZE—NAFARNA=ZTHRESERY
159,659,000 T kA =T — \F 1
ZRA=+—HMBEFR4160,388,000
BIL) AR ERRE QAR 47.022%
m%% RAREBE > R BHIRE

AALTRRBREEEELZE T
E
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Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

16.

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 Option Scheme and the Share
Option Scheme, respectively.

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

The table below discloses movement of the
Company’s share options granted under the Pre-
IPO Share Option Scheme and held by the Group’s
directors and employees during the six months
ended 30 June 2019:

16.

URHBEERE A

BRER_Z-—HNFARNRBRBAR
BERRAARRAERAREENBK
BB ((BRAHBEABRES
B |) MEkEatE ([BREtE]) -
ITEREFNAERERREMAE
I 72 B AF R B IR A 7% E A B T
2| M B IR AT 819R % B A B A
hERTFERIE -

MEREREImE
RO BRE -

B H KRR R &

TREBEREE_T-AFAA=T
BiIEREAREBEE XA AREENBR
BAEIRLYHARBESERERR
BROARABIERE S

Exercised
1 January during 30 June
2019 the period 2019
—B-hE —E-NE
—RB—H BT ~A=1H
Number of share options outstanding: ~ RETTEREREZE
- Employees — &8 85,000 (85,000) -
Number of share options exercisable  AJ{T{E R EEE 85,000 N/A g _

The closing price of the Company’s shares at the
date on which the share options were exercised
by certain employees (six months ended 30 June
2018: an employee) of the Group during the six
months ended 30 June 2019 was HK$3.05 (the
closing price for the six months ended 30 June
2018: HK$4.91) per share.

Best Pacific International Holdings Limited
BREEZERARAR

REBEE-_Z—NAFENA=1THI/AE
A ARRIBROREBRIEEAERS
THEE (BE-Z—N\FEXNA=1
BIEAEA: —%EB) (TFEERZ
WHEAESRI.05BT (HBE-_T—
NERNA=Z+THIERNERTTHEERZ
YW THE : 4.9187T) °



16.

Notes to the Condensed Consolidated

For the six months ended 30 June 2019 # &

SHARE-BASED PAYMENTS (Continued)

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.

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

No share-based payment was recognised for the six
months ended 30 June 2018 and 2019.

16.

Financial Statements
fEERAR S B IS SRR M T

“E-NAFRNA=THLEREAR

iRt RER B (#2)

RIFHEXAFRAEENBBRETSRH
Z BRI 5% F B E B
HiZE — M_&%jﬁiﬁﬁﬁﬁﬁ
IR # 2 HI20% ~ 30% K 50% 57 /B

BERER-_ZT—NFRARAT+ALER
e A= Ei%%tL&ﬂm
ROEBHEETNERECATES
33,640,000/ It ° ET%V*E&
AEARETEREZ AFE-

%%%@?ﬁ%@%%%%&ﬁ“
EREEZRERT - #ERRK
BERR e EREREATELIRES o

RNEREHR - AEBEEFT LA
RRBBOMATBERESRE - &b
ERTHRE (E) NBmER - AN
FEREF R IFIRERE

BE-2 - \FR-F-NE<A=
B EAEA LR AR G AL
SHER
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Notes to the Condensed Consolidated

Financial Statements
IGLEEES = e

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

17. RELATED PARTY TRANSACTIONS 17. BABARS
The Group had the following related party REBEBBUATHEEBEARZS -
transactions:
@) (@)
Six months ended
BHZUTABLEANEAR
Nature of transactions 30.6.2019 30.6.2018
REME “E-hEF —E-N\F
~A=t+H NA=TH
HK$°000 HK$’000
THERT FAT
(unaudited) (unaudited)
(REERZ) (REEERZ)
Sales of raw materials to a joint venture R—EaETEHERME 871 723
Sales of goods to a related company* m—fEEE A RHEE M 7,698 8,784
Sales of goods to other related companies’  [AIE b BEBE N B $4E & 2* 305,551 51,732
Purchase of goods from a joint venture B-HeaetEBEED 34,752 41,393
Rental expense and other related expenses [ — & @# A B NHHE
to a related company* P & H b iRRER 1,081 2,415
Repayment of lease liabilities to m—E kL RIEE
a related company* HeaE 2,736 N/A TER
Rental expense in respect of rented m—EEL
premises to a director MEMERS TN N/A i 2,662
Repayment of lease liabilities in m—EEEE
respect of rented premises to a director MEMFEHERR 2,928 N/A @8
Repayment of lease liabilities to other  [AIE {1 BEEE D FIEE
related company* HEAR 155 -
Operating expenses to other related EELul) NS
companies* G 14,516 -

The related company is controlled by a
director of the Company and close family
members of directors of the Company.

The other related companies are fellow
subsidiaries of the non-controlling
shareholder who has significant influence
over a subsidiary of the Group.

Best Pacific International Holdings Limited
BREEZERARAR
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Notes to the Condensed Consolidated

Financial Statements
GLEE SRS b T EL

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

17. RELATED PARTY TRANSACTIONS 17. BHAERXE (&)
(Continued)
() Compensation to key management b) BEZZE-—NAFRZZT-NF

personnel of the Group which represents
directors of the Company, during six months
ended 30 June 2019 and 2018 are as

/\ﬂ_+EIJt/\{IH EZH?
AEETZEERAE (EEXAQT
EF) WFBT

follows:
Six months ended
BEUTBHLENER
30.6.2019 30.6.2018
—E-hE “T-N\&F
NB=1H ~NA=1H
HK$°000 HK$'000
FET FET
(unaudited) (unaudited)
(REBEZ) (REFEZ)
Salary and allowances e KL 5,698 5,858
Contributions to retirement BIREFIFT B
benefit scheme 89 87
5,787 5,945

Other than disclosed elsewhere in the condensed
consolidated financial statements, as at 30 June
2019, included in the Group’s other receivables
balance is an aggregate amount due from related
companies of HK$4,684,000 (as at 31 December
2018: HK$3,937,000) and included in the Group’s
other payables balance is an aggregate amount due
to related companies of HK$2,179,000 (as at 31
December 2018: HK$2,750,000), these balances
with related companies are non-trade in nature.

BRERAGAEMERREMIBS THE
E'E%%’B/\\f? NENRNA=ZF
CEFAARSBHEEBEWKIBLE S
6’74684000/%TEMEL&F% RN
B( 22— N\NF+_A=+—8:
3,937,000/ 7T) ' Mt AXEEHTE
FEAT R IE 4588 H92,179,00058 7T (=&
—N\FE+=—A=+— Ei 2,750,000/
JC) EN BB AR BRE - 25
@ﬂ%ﬁﬁ%)}#%ﬁ%lﬁ%ﬁ °
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Notes to the Condensed Consolidated
Financial Statements

B4R S B S R BT oE

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

18.

19.

88

CONTINGENT LIABILITIES

The Group does not have any contingent liability
so far as the management is aware that is pending
or threatened by or against any companies of the
Group at the end of the reporting period.

FAIR VALUE MEASUREMENT

Certain of the Group’s financial assets and
liabilities are measured at fair value at the end of
each reporting period. The following table gives
information about how the fair values of these
financial assets and 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 market for identical assets or
liabilities that the Group can access at the
measurement date.

° Level 2 inputs are inputs other than quoted
prices included within level 1 that are
observable for the assets or liability, either
directly or indirectly.

o Level 3 inputs are unobservable inputs for
assets and liabilities.

Best Pacific International Holdings Limited
BREEZERARAR
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19. FAIR VALUE MEASUREMENT

(Continued)

Fair value of the Group’s financial assets and
liabilities that are measured at fair value on a

recurring basis (Continued)

Notes to the Condensed Consolidated

Financial Statements
AR S M SRR M EE

For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

19. AVEEFTE (&)

DEBHEEZNFEFENAEE
TMEEREBEBENAFE (F)

Fairvalue  Valuation techniques and key
Fair value as at hierarchy inputs Sensitivity

TR AVEER (ERWRIEBANE HRE
30.6.2019 31.12.2018
20 ZE-)N%
AB=TH  TZA=t-B
(unaudited) (audited)
(REER) (&=1)
HK$'000 HK$ 000
TER TEn

(1) Investment in a partnership 19,544 18642 Level3 Fair value established by making ~ N/A

at fair value through other £=1 reference to the redemption &

comprehensive income
EREAMRENRRATE
SRRRERE AT

value quoted by the fund
manager. The redemption
value of the investment in
a partnership is determined
hased on the fair value of the
underlying assets and liabilties
of the partnership by reference
to the terms set out in the
partnership agreement.
BARESIIMARNERRT
BATE  RESBRANK
EEENE2RA M ETE
B - ERABATREE
ERGENATEER
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Notes to the Condensed Consolidated

Financial Statements
IGLEES SR E E L

For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

19. FAIR VALUE MEASUREMENT 19. AEETE (&)
(Continued)
Fair value of the Group’s financial assets and Pl s B AR A$1 STENAREER
liabilities that are measured at fair value on a SRHEEREBENAYEE (&)

recurring basis (Continued)

Fairvalue  Valuation techniques and key

Fair value s at hierarchy ~ inputs Sensitivity
ATER ATEER HERWRIZBANE HEE
30.6.2019 31.12.2018
ZE-AE ZENF
AA=tH TZA=1+-A
(unaudited) (audited)

(REEH) (27
HKS 000 HK§ 000

Tin Tin
() Derivative financial iability 2,015 319 Lewel3 Fair value is derived by valuation  The fair valle of the derivative financial liability as a whole is
fHLBaE =4 model, Monte Carlo Simulation ~ negatively correlated with the WACC and positively correlated
) Model. The key unobservable with the discount for lack of marketability and the expected
inputs used by the Group volatiity of comparable companies.
mainly included expected
volatiity of comparable As at 30 June 2019, it is estimated that with all other variables
companies, Weighted Average ~ held constant, an increase/decrease in:
Cost of Capital (WACC)
and discount for lack of - WACC by 3% would have decreased/increased the fair
marketabilty. value of the derivative financial iabiity by HK$774,000/
DPERRHERYSHFRER HKS915,000
] &
RS : 2 f’”lf AR - Discount for lack of marketabilty by 5% would have
TIRRBAREIZ 0T increased/decreased the fair value of the derivative
BUBNANESRE - g financial bty by HK$455,000/HK$358,000;
LAl g Expected volatility of comparable companies by
) Rkt iR 10% would have increased/decreased the fair value
of the derivative financial iability by HK$444,000/
HK$370,000.
e REENATREREMETIEANARRY, - HROE
HHOTRRTELRARNERREAEL, «
RZB-NERAZTR (I EMAL RS TENER
T
- METSERRAEN/ HD%%  HERiTEERAR
WATERITI4000E T/ 161500087
- BOBHUHIEEN/H)5%  HERTEERAR
B AT B3 455,000 T/ 50 358,000
- MARBLRABEREEN /0%  BERE
SHBENATELNAL0005T/ HDHT0000%T °
There is no transfers among Level 1, Level 2 and EA ﬁﬁ BEEREAN E—H - F-_MNE
Level 3 during both periods. =R EB R o

Best Pacific International Holdings Limited
BREEZERARAR
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Notes to the Condensed Consolidated

Financial Statements
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For the six months ended 30 June 2019 HE T — hEAA=+HBI1L/NEA

FAIR VALUE MEASUREMENT
(Continued)

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 condensed consolidated financial statements
approximate their fair values.

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 financial
institutions cannot provide sufficient information in
relation to fair value, the management of the Group
will engage third party qualified valuers to perform
the valuation or obtain the fair value as determined
by the fund manager. 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 instrument are disclosed above.

19.
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Notes to the Condensed Consolidated

Financial Statements
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For the six months ended 30 June 2019 BE —ZT— N FENA=+HILNEA

19.

20.

FAIR VALUE MEASUREMENT 19. AF{ETE #@)
(Continued)
Derivative
Investment in a financial
partnership liability
REGHE AT fTESREas
HK$’000 HK$°000
FH&T FET
At 1 January 2019 R-—ZE—h&F—HA—H 18,642 3,195
Total gains: U
—in profit or loss (Note) — st ABE (M) - (1,180)
— in other comprehensive — st A M EEmE
income 984 -
Exchange adjustments bE 2K (82) -
At 30 June 2019 RZZE—NFA=1+H 19,544 2,015
Note: G
QOut of the total gains for the period included in profit or loss, %@%Aﬁﬁ%%%ﬁ?’%ﬁtEQ%O
HK$1,180,000 relates to derivative financial liability held at BB AP OTE @ A SRR -
the end of the current reporting period. Fair value gains or mi\‘i; %ﬁgffmﬁgﬁ”&ﬁﬁgﬂﬁ sEATHE
losses on derivative financial liability are included in “other bl ok B2 518 o
gains and losses”.
EVENTS AFTER THE END OF THE 20. HEHREIE

REPORTING PERIOD

In July 2019, pursuant to a resolution at a partners’
meeting of the partnership (in which the Group
is a limited partner and had equity interest in the
partnership as at 30 June 2019), the partners in
the partnership agreed to further reduce the total
capital contribution to the partnership and distribute
such paid up contributed capital together with
a portion of the distributable profit to partners
according to their respective interest in the
partnership. Accordingly, the Group has received
its paid up contributed capital in the partnership
of RMB15,174,000 (equivalent to HK$17,244,000)
and distributable profits of approximately
RMB2,024,000 (equivalent to HK$2,300,000) from
the partnership, respectively in the same month.

Best Pacific International Holdings Limited
BREEZERARAR

RZZE—NFtA BE—BEER
ReBATZLTRZR (KXEEA
Hp—ZEREBA RZZE—NF
NAZTRBEERARRE) %A
BRRNEBAREE —FPRERE
BRRNEERTERRE  UHEHEE
EomER— Mo AR IREFIEE
BAZSEREEBRANERZDIRT K
Z-EHit AEBERRBABGBEZE
%R AED R MEA R#15,174,0007T
(FBEMR17,244,0008 ) BB EE
L E R AR2 024,0007T (FHER
2,300,000 7T ) By A 2 kg 7 o
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