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Chairman’s Statement

EREHE

On behalf of the board (the “Board") of directors (the “Directors”) of Best
Pacific International Holdings Limited (the “Company” or “Best Pacific")
and its subsidiaries (collectively referred to as the “Group”), | am pleased
to present the annual results of the Group for the year ended 31
December 2014.

The year of 2014 was of great importance for the Group. Despite the
fluctuations in the capital markets in Hong Kong, Best Pacific completed
its initial public offering ("IPQ") on schedule, with trust and support from
our investors, and was successfully listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) for trading on 23
May 2014 (the “Listing Date"). This marked a milestone to be
remembered in the development history of the Group. With expanded
shareholder base and enhanced share capital structure, the Group has
embarked on a broader platform and has secured more financial
resources, laying a solid foundation for its future developments.

In 2014, the global economy continued to show signs of slow recovery.
Developed economies demonstrated an obvious differentiation in
growth, with the United States presented a stable economic recovery,
while in Europe, the economic recovery was sluggish and the economic
growth of nations in major emerging markets also further decelerated.
Throughout the year, the pressure on China to grow its economy in a
stable way increased and the economy continued to operate within a
reasonable range. With the increase in disposable income and the
improvement in living standards, consumers are seeking more high-
quality consumables, stimulating consumers to value healthy life and
sports. As result of the foregoing and coupled with the promotion of the
national consumption stimulating policy, China's total retail sales of
social consumables grew by 12.0%, and therefore such consumption
has become a key driving force to fuel economic growth.

During the year, by consistently strengthening its unique position as a
supplier of one-stop solutions of lingerie materials, Best Pacific has
further reinforced its cooperation with customers to achieve a steady
growth in operating performance and to further cement its leading
market position as the largest manufacturer of lingerie materials in the
world. For the year ended 31 December 2014, the Group’s revenue
increased by 12.1% and net profit (excluding one-off listing expenses,
fair value change in financial instruments and investment properties
and share-based payment expenses) increased by 16.3% to HKS1.86
billion and HK$281.2 million respectively, delivering to investors a
satisfactory performance after listing.
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Chairman’s Statement

EEHRE

In 2074, the two primary business segments of the Group, namely
elastic fabric and elastic webbing, continued to develop steadily. During
the year, the Group has conducted intensive cooperation with
customers of leading brands, such as *Aimer, Chantelle, Embry Form,
Maniform, Marks & Spencer, Spanx, Triumph, Victoria's Secret and
Wacoal, by leveraging on its outstanding quality, excellent design and
innovative technologies. With expanding production capacity and
enhanced one-stop solutions, the two primary business segments of
the Group have outperformed its industry peers and have steadily
consolidated its leading position.

While prudently promoting its major businesses for developments, the
Group has also capitalised on its own broad customer base and strong
research and development capability to further develop its new lace
product segment with a view to creating synergistic effects and
perfecting its unique position as a supplier of one-stop solutions. Due to
the cross sales that come with the closer cooperation with our existing
customers, our lace business, which was established in the second half
of 2012, has ushered in a phase of rapid development. Given that the
gross profit margin of lace products is higher than that of other lingerie
materials and reaches 40% to 60% on average across the industry, it is
believed that with the lace business becoming more and more mature,
the overall profitability of the Group will be improved. For the year ended
31 December 2014, the Group's revenue from sales of elastic fabric and
elastic webbing increased by approximately 11.3% to HKS1.20 billion
and by approximately 10.2% to HKS$620.8 million, respectively. Thanks
to the cross selling synergy, the Group’s revenue from lace increased by
approximately 110.8% to HKS$42.1 million.

Furthermore, focusing on huge market potentials resulting from the
general increased emphasis on health and sports as a result of the
improvement of consumers' living standard, the Group has employed its
existing production equipment and technological resources to sell
elastic fabric and elastic webbing to sportswear brand owners so as to
actively explore new lines of business. Equipped with cutting-edge
technologies in the production of elastic fabric and elastic webbing and
strong research and development ability, the Group has become the
supplier of renowned owners of international sportswear brands, such
as *Lululemon and Under Armour, and has cooperated with them in
launching a series of fashionable and functional sports products.
Meanwhile, the Group also increased sales of elastic fabric and elastic
webbing to its existing customers, such as PINK and VSX, sports brands
of Victoria Secret, for production of such products in its sports series,
thus successfully expanding space for growth.

A Brands are arranged in alphabetical order
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Chairman’s Statement

EREHE

Looking ahead of the coming year, it is anticipated that the economy of
the United States will continue to grow steadily and provide strong
support for the global economic recovery. On the other hand, as the
economic differentiation pattern of developed nations will continue,
these growth gaps between the United States and Europe, Japan and
other economies will be gradually widened. However, with weakened oil
prices, improved financial performance of enterprises and expected
easing credit conditions in the geographic areas, the economies of
Japan, Europe and emerging markets will improve to some extent. In
addition, as the basic fundamentals of China's macro-economy remain
to be sound, the overall economy will maintain its healthy growth and
therefore the domestic consumption sentiment will be optimistic.

Due to the stronger periodicity and more resilience of lingerie as
personal necessities, it is expected that the lingerie market will continue
to maintain stable growth. The management of Best Pacific has a clear
strategic planning for the development of the Group in the next five
years. We will continue to strive for enhancing our research and
development capability, conduct intensive cooperation with our
customers, steadily expand our production capacity, consolidate our
leading market position as the largest manufacturer of lingerie materials
in the world, and further increase the market presence of the Group in
the lingerie elastic fabric and elastic webbing markets. Meanwhile, the
Group will take advantage of its strong market development ability to
increase the sales volume of lace products rapidly through cross sales
to existing customers as well as exploring new customers. In addition,
we expect the sportswear materials continue to be one of our growth
drivers in 2015. Against the backdrop that the emphasis of the general
public on health and sports is increasing, it is anticipated that sales of
sportswear will grow fast, providing good opportunities for the Group to
achieve its sales growth in this segment.
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Chairman’s Statement

EEHRE

In 2015, Best Pacific is committed to sharpening the Group's
competitive edge in the industry. The management and operation of the
Group will be further improved. As China’s economy is developing and
alongside the upgraded economic standardisation level, China's
economy has stepped into a relative-high-cost era, including land, labour
costs and other resources. In the global competitive environment, the
Group needs to hold itself to the management standards of moderately
developed countries, reinforce its staff's awareness, improve its
management level and optimise its corporate structure while practically
enhancing the core competitiveness of the Group. Secondly, the
diversification and one-stop solutions will be further promoted and to be
presented at a global stage. To this end, the Group will further
encourage cooperation with customers and consolidate its unique
position as a supplier of one-stop solutions by using its more diversified
product mix and the outstanding research, development and design
ability to create synergistic effect and new growth point of its products
in the different areas of development.

I am confident in the future development of Best Pacific. The Group will
no doubt continue to seize the opportunities from the continuous
growth of the lingerie materials market in the world. Apart from
leveraging on its strong market expansion capability, advanced
production technologies, outstanding research, development and design
ability, sound product quality and close cooperative relations with
numerous renowned brand owners, the Group will also practically
enhance its management standards and consolidate its unique position
as a supplier of one-stop lingerie materials to further increase its market
presence and to consistently add value to the Group, so as to deliver
desired return to shareholders.

Lu Yuguang
Chairman
Hong Kong, 16 March 2015
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Management Discussion and Analysis

EEENWE DN

BUSINESS REVIEW

During the year, Best Pacific continued to be one of the leading
manufacturers of lingerie materials in the world by offering a
comprehensive range of products and backed by its strong research
and development capability and continuous product innovation. For the
year ended 31 December 2014, Best Pacific sustained satisfactory
business growth leveraging on its high product quality, sizeable
production scale and dedication to providing one-stop solutions to its
customers, contributing to a 12.1% increase in the Group's revenue to
approximately HKS$1.86 hillion as compared to approximately HKS1.66
billion for the year ended 31 December 2013; profit attributable to equity
shareholders amounted to HKS$246.9 million, while profit attributable to
equity shareholders (excluding one-off listing expenses, fair value
change in financial instruments and investment properties and share-
based payment expenses) increased by 16.3% to HK$281.2 million as
compared to the same period in 2013. The Group had demonstrated a
remarkable performance with its gross profit margin and net profit
margin (excluding one-off listing expenses, fair value change in financial
instruments and investment properties and share-based payment
expenses) for the year ended 31 December 2014 amounting to 30.5%
and 15.1% respectively, as compared to 31.5% and 14.6% for the year
ended 31 December 2013.

In 2014, the global economy struggled to recover. The U.S. economy
experienced moderate growth and the European economy continued its
slow recovery during the year. On the Asia front, China continued to
record steady and solid economic growth, with smooth progress in the
restructuring of its economy, and at the same time with its retail market
showing signs of recovery. According to a report by Frost & Sullivan,
China’s lingerie market in terms of retail sales is expected to continue to
grow from approximately RMB194 billion in 2013 to approximately
RMB455 billion in 2018. On the other hand, improved living standard
have increased people's awareness on health, causing people to seek
healthier lifestyle. As economics continued to progress, a new affluent
class of health-conscious females with strong purchasing power has
emerged. This female consumer segment provided abundant market
opportunities as these consumers have more sophisticated tastes for
quality clothing, lingerie and functional sportswear. Riding on the
positive prospects for the growing female consumer market, the Group
seized market opportunities and further expanded its business to gain a
larger market share.
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Management Discussion and Analysis

BEEENWEDN

Being one of the few lingerie material manufacturers in the world to
provide one-stop solutions to lingerie brand owners through its
comprehensive product line of lingerie materials, Best Pacific's diverse
product portfolio has simplified the sourcing process for lingerie brand
owners and manufacturers, its one-stop solutions strategy continued to
contribute to the substantial growth of its main products — elastic
fabric, elastic webbing and lace. During the year, revenue of elastic
fabric and elastic webbing increased by 11.3% and 10.2% to reach
approximately HKS1.20 billion and HKS$620.8 million, respectively, as
compared to approximately HK$1.08 billion and HKS$563.5 million for
the year ended 31 December 2013, representing approximately 64.4%
and 33.3% of the total revenue, respectively. The Group broadened its
product portfolio and tapped into the lace lingerie segment in 2012,
achieving satisfactory progress. During the year, the Group has
successfully collaborated with some of its existing customers to expand
its business in the lace segment. The lace segment thereby recorded
revenue of approximately HKS$42.1 million for the year ended 31
December 2014 as compared to approximately HK$20.0 million for the
same period in 2013, representing a year-on-year growth of 110.8%.

In 2014, the Group continued its close collaboration with reputable
international lingerie brands, including *Aimer, Chantelle, Embry Form,
Maniform, Marks & Spencer, Spanx, Triumph, Victoria's Secret and
Wacoal. Our close collaboration with our existing customers since the
early stages of product development has successfully won customer
loyalty over the years, and the long-term relationships established with
these brands have laid a strong foundation for the Group's development,
contributing to continuous growth in revenue and operating income.
Furthermore, the Group formed business alliances with existing
customers to broaden its business and further increase sales though
product bundling, or offering several products for sale to each customer
at the same time.

Given the improvement in living standard and growing awareness on
health, the sportswear market has provided tremendous room for
growth in the Group's sales. In view of this opportunity, the Group
further expanded its customer base from the lingerie market to the
sportswear materials market, increasing sales of elastic fabric and
elastic webbing to sportswear brands. Apart from boosting sales of
elastic fabric and elastic webbing to Victoria’'s Secret for their
production of sportswear in the VSX and PINK sports lines, the Group
also strived to strengthen its collaboration with *Lululemon and Under
Armour, as well as other international sportswear brands.

A Brands are arranged in alphabetical order
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Management Discussion and Analysis

EEENmE DM

Dedication to research and development, and constant innovation of
materials and designs are the core competencies of Best Pacific. During
the year, Best Pacific continued to work closely with major raw
materials suppliers on the research and development of new raw
materials suitable for the needs of our customers. At the same time, the
Group continued to strive for further product improvements and new
product developments to meet customers’ specifications. While the
Group continued to recruit local talents and promote innovation at its
design studio in Qingdao, the Group also worked closely with a French
fashion consulting firm for advice on designs and market trends so as
to stay abreast of the latest market trends and customer preferences.
Our research and development department also worked with the design
teams of lingerie brands to turn innovative concepts into new products.

To further increase its market share and core competencies, the Group
has continued to expand production capacity by establishing new
production facilities and installing additional machinery. In 2014, the
construction of phase V of the Group's production plant in Machong
Town, Dongguan — the Group's eighth production facility — was
completed, with the new facilities commencing production in the
second half of 2014. The Group's production facility has seen its annual
designed capacity of elastic fabric, elastic webbing and lace to increase
to approximately 56.6 million metres, 942.7 million metres and 13.5
million metres, respectively.

FINANCIAL REVIEW

Revenue

The Group's revenue is primarily derived from the sales of its major
products, elastic fabric, elastic webbing and lace. For the year ended 31
December 2014, revenue amounted to approximately HKS1.86 billion,
representing an increase of approximately HKS$201.4 million, or
approximately 12.1% (2013: HKS1.66 billion). The increase in revenue
during the year was mainly attributable to the increase in the volume of
products sold as the result of the continued growth in the lingerie
market, the global economic recovery and the Group'’s dedicated efforts
to develop new market segments, including the lace and sportswear
materials markets.
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Management Discussion and Analysis

BEEENwmR DM

A comparison of the Group's revenue for the years ended 31 December AEB#HZ T —=FN_ZFT—NF+ A
2013 and 2014 by product categories is as follows: = +t—HULEFEZRAKREREREDAILLER
NN
For the year ended 31 December
BE+t-A=+—HLEE
2014 2013 Change
—E-OF —F—=F &
Revenue %of  Revenue % of
(HK$'000) Revenue (HKS'000) Revenue (HKS'000) %
O ) ON: ¢ WA AR
(F#&7T) Batk (87T Aotk (F#7T) ALt
Flastic Fabric EMEYEE 1,198,036 64.4 1,075977 64.8 122,059 11.3
Elastic Webbing B 620,775 33.3 563,511 34.0 57,264 10.2
Lace ik 42,070 2.3 19,959 1.2 22,111 110.8
Total et 1,860,881 100.0 1,659,447 100.0 201,434 12.1
For the year ended 31 December 2014, revenue from sale of elastic MWEZE-Z—WNFE+_-_A=+—HILFE ' #H

fabric amounted to approximately HKS$1,198.0 million, representing an
increase of approximately HK$122.1 million, or approximately 11.3%, as
compared to last year. The growth in revenue was mainly attributable to
(1) the increase in demand from lingerie brands, which achieved a
historic year high; (2) the Group’s continued expansion into the
sportswear materials market by leveraging on its high product quality
and strong innovative and research and development capability, and by
fostering relationship with the different sportswear brands, which was
represented by a year-on-year growth of 130.3% in sales revenue of
elastic fabric as sportswear materials.

Revenue from sale of elastic webbing increased from approximately
HKS$563.5 million for the year ended 31 December 2013 to
approximately HK$620.8 million for the year ended 31 December 2014,
representing an increase of HK$57.3 million or approximately 10.2%.
The growth in revenue was mainly due to the increase in orders from
lingerie brands as a result of continued growth in consumer demands.

The Group further strengthened its one-stop solutions strategy, and
market demand for lace remained strong, leading revenue from sales of
lace to increase from approximately HK$20.0 million for the year ended
31 December 2013 to approximately HKS42.1 million for the year ended
31 December 2014, representing a year-on-year increase of 110.8%.

EE \E%ﬁﬁz%@ﬂﬂ’]ﬂ&)\ﬁ%’ﬂ,198.05?’%‘/’%7t ’
WREFEMOI22TIBEETHLI1.3% - W
ABETEERN () XMEARAKDEFERE
MERIEFE#HS : QAXAEEEBNAESE
an ' 8 LA K2 BT B0 BT 25 BE 0 A KB i@ HE B BT
FEEPREMEHREMFERREESRE
YRS - ERESREVHOELEDER
FSHE WAL FIE R 130.3% °

HEBUHSENRABEEZE - —=ZF1+=A
—t+—BIFEENYS35AEBTEMESR
E-E—NMF+_A=Z+—BLEFENHY
6208 H BB L ¥ IME738 &8 L3 4
102% - WAEFEHRHES KIFELER
BE 2 MK SRR A RT B3 N o

AREEE P nogE— b ART R - B
BHOMIEFERERFARY  SEHNBEEEA
HBEE-T—=F1+_A=t—HLFED
20088ETENEZEHE_T—NOF+ A
=T —BIEFENN421BEET - RFIEN
110.8% °
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Management Discussion and Analysis
BEEENWE DM

Cost of sales $HE AR

The Group's cost of sales mainly comprises cost of raw materials, ZRNEBHEERARTEBEEMEBIKRAR - A&
manufacturing overheads, and direct labour costs. R REES TR

Cost of sales — by nature of expenses HERX — REXHEES

For the year ended 31 December

BEt+t-HA=1+—HLEE

2014 2013 Change
—E—F —T—=F #E)

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

(F#x) Btk  (F%7T) Batk (FE&T) Aotk

Raw materials R 797,459 61.7 681,596 59.9 115,863 17.0
Manufacturing overheads A RISz 350,275 27.1 320,130 28.2 30,145 9.4
Direct labour BEST 134,180 10.4 121,048 10.6 13,132 10.8
Others Hith 10,560 0.8 14,216 1.3 (3,656) (25.7)
Total Fob 1,292,474 100.0 1,136,990 100.0 155,484 13.7

The Group's cost of sales for the year ended 31 December 2014 AEEHE-—ZT—NE+-A=+—HILFE
amounted to approximately HKS$1,292.5 million, representing an  HIHEX RN AX 129258 &E T BEHE—
increase of approximately HK$155.5 million, or 13.7%, as comparedto ZT—=F+-A=+—HIFFEE ML 1555
the year ended 31 December 2013. The increase in our cost of sales BB BILEH 13.7% ° HFIHEERANEMTEE
was primarily due to (1) the increase in our total sales volume; (2) the R (1) HMAAE 2 G : (2) R EF5K
increase in the average cost of raw materials and direct labour costs;, AR B4 DAL & (3) RNEE A EE
and (3) the increase in overall manufacturing overheads as a result of ¥R MIEHK AL EMARYE - BEME
our continued investments in property, plant and equipment to cope R AR E B E B RE A AR AN -

with the Group's business expansion and the anticipated revenue

growth.
Cost of sales — by product category HERE -~ RE@ERES
For the year ended 31 December
BE+=-A=1+—HILEE
2014 2013 Change
—E-OF —B—=F &
(HK$'000) % (HKS$'000) % (HK$'000) %
(F#&x) Aok (FET) Botk  (F#T) ERasd
Elastic Fabric SE M A W T R 849,147 65.7 770,643 67.8 78,504 10.2
Elastic Webbing AT 419,056 324 350,142 30.8 68,914 19.7
Lace e 24,271 1.9 16,205 1.4 8,066 49.8
Total et 1,292,474 100.0 1,136,990 100.0 155484 13.7

Our cost of sales by product category as a percentage of our total cost ~ AN&EIRE FIERI B DM ERAEERE —

of sales for the year ended 31 December 2014 remained relatively Z—PI&+ = F=+—H I FENEHERK

stable as compared to the year ended 31 December 2013. WESLBEEEE=E—=F+=-A=+—H
I FERFFREIRE -
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Management Discussion and Analysis

BEEENWEDN

Gross profit, gross profit margin and net profit margin

B - BRERRAR =R

For the year ended 31 December

BE+t-A=1+—-HLFE

2014 2013
—E-nmE —ZT—=

Gross Profit Gross Profit

Gross Profit Margin  Gross Profit Margin

EF ER=E EN EN =

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

(F#T) (BaEE) (F%&7x) (B7tk)

Elastic Fabric S mE 348,889 29.1 305,334 28.4

Elastic Webbing OB A A 201,719 325 213,369 379

Lace A 17,799 42.3 3,754 18.8

Total st 568,407 30.5 522,457 S/
The overall gross profit margin decreased slightly from 31.5% for the AEEBBEFNRAHE_T—=F+_A

year ended 31 December 2013 to 30.5% for the year ended 31
December 2014,

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

According to the Frost & Sullivan Industry Report, the industry average
for the gross profit margin of lace generally ranges from 40% to 60%.
With the ramping up of production subsequent to the launch of the
Group's lace products in second half of 2012, the lace segment
achieved an improved gross profit margin of 42.3% for the year ended
31 December 2014 (2013: 18.8%).

Net profit for the year ended 31 December 2014 amounted to HK$246.9
million, while net profit for the year ended 31 December 2014 (excluding
one-off listing expenses, fair value change in financial instruments and
investment properties and share-based payment expenses) amounted
to HKS$281.2 million, representing an increase of approximately 16.3%
when compared with the year ended 31 December 2013. Net profit
margin (excluding one-off listing expenses, fair value change in financial
instruments and investment properties and share-based payment
expenses) increased by approximately 0.5 percentage point to 15.1%
(2013: 14.6%). This was mainly due to the overall improved
manufacturing efficiency, reduced finance costs and increased profit
contribution by lace.

=+ —HIFEENNSEMHIERE-Z
—FE+—-A=+—HBIFEK30.5% °

BESA

AEE—REARAINEEBER - 8
HHBENENE -

MR

R Frost & Sullivan T ¥R - E4EF=ER
TEFHH BN T 40% 2 60% ° FEEAREE
RIE—ZF T HFHEEHREREBNEES
BiRA B4 BREBEE_ZT—WF+ A
T+ —HALEFEEFERBILINE42.3% (=
T—=4:188%) °

BE-_Z-—NFE+-_A=+—HILFEMNLF
E2460EEB T MEBEE-_ZT—WF+=A
—t+—BLEFENHERN(MBE—RELDE
A e TREEKEYE Y A FEFE R
MABERNRAL)E2812888T  BE
ECE-—=F+ - A=F+—HILFEEMND
16.3% o FFER (MR — X LETER - €8
T AR EYEZ N FEEE ARG AER
B EINY0SEESHEILI%(ZE
—=F :146%) c WEBEAABEEMELLEE
A MEBKAR L KE 4% 8 /s FE AT
@Z °
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Management Discussion and Analysis

EEENWE DN

Other income

The Group's other income mainly consists of income from bank interest
income, sales of scrap material income, government grants, financial
guarantee income (representing the amortisation of the financial
guarantee liability recognised in respect of the financial guarantee the
Group provided in favour of certain related parties before IPO) and
others. The following table sets forth the breakdown of the Group's
other income for the years indicated:

H A
AEBHEMBRATZBRERBITMERA -
ERERRA - R - R EREA (BN
A AN SR B R R B S B LAE TRAER T &
Ham ARENMBERERNOMBEREE)
KE M o TREFIAEERPIRFEHE MY
ABAA -

For the year ended 31 December

BE+-A=+—-BHLEE

2014 2013

—F-mF —F =%

HK$'000 HKS'000

FET F&TT

Bank interest income RITH B WA 13,081 4,994
Sales of scrap material income HEBERIEA 10,934 6,526
Government grants BT B 7,385 6,909
Financial guarantee income MR 2,179 6,874
Rental income el A 676 317
Others Hi 6,568 683
Total #et 40,823 26,297

The increase in our other income from approximately HK$26.3 million
for the year ended 31 December 2013 to approximately HKS40.8 million
for the year ended 31 December 2014 was mainly due to (i) the increase
in bank interest income, which was primarily due to the increase in
average cash balance from IPO proceeds; and (ii) the increase in sales
of scrap material income as a result of improved inventory
management.

Other gains and losses

Other gains and losses mainly consist of foreign exchange gains and
losses, change in fair value of derivative financial instruments and
change in fair value of investment properties. The increase in other
gains and losses of approximately HKS1.74 million was mainly resulted
from the aggregate effect of net increase of exchange gains and losses.

HtWARBE—_T—=F+_A=+—HB1
FEMNA203ABETEREHRE _T—NF
T-A=t—BILFEHL08EEET B
AR () BERXARBEEMSRRRE RS
RERIENSRITHBRALEN : R(NFEE
BN ELHEBEMR AL I -

Hitslr s % 518

H bl as M5 1R £ B B IESNE Wat METE - 07
EERMTARFEESRREVERFEE
8o Hfbasm R EIRE NN 7T4BEET - £
ZRANELBRFENNGERE -
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Management Discussion and Analysis

EEENWRE DN

Selling and distribution expenses

Selling and distribution expenses primarily consist of employee benefit
expenses, transportation, marketing and promotional expenses and
other selling and distribution expenses. For the year ended 31 December
2014, the Group's selling and distribution expenses represented
approximately 4.5% of its total revenue (2013: 4.6%). The increase in
selling and distribution expenses was generally in line with the increase
in revenue.

Administrative expenses

Administrative expenses primarily consist of employee benefit
expenses, depreciation and amortisation, motor vehicle expenses, bank
charges and other administration expenses. For the year ended 31
December 2014, the Group's administrative expenses represented
approximately 7.0% of its total revenue (2013: 5.4%). The increase in
administrative expenses was primarily due to the increase in business
scale and average employee benefit expenses. The equity-settled share-
based compensation included in employee benefit expenses for the
year ended 31 December 2014 was approximately HKS$8.8 million (2013:
Nil).

Research and development costs

The Group is dedicated to introduce innovative lingerie and sportswear
materials to cater for the changing market preferences. For the years
ended 31 December 2013 and 2014, our research and development
costs represented approximately 2.3% of the revenue.

Listing expenses
Listing expenses represent expenses incurred for the listing and were
non-recurring in nature.

Finance costs

The Group's finance costs represent interest expenses for bank
borrowings, net of interest expenses capitalised. The finance costs
decreased by approximately 23.4% from approximately HKS40.4 million
for the year ended 31 December 2013 to approximately HKS31.0 million
for the year ended 31 December 2074. The decrease in finance costs
was primarily due to the decrease in bank borrowings and the
refinancing of part of the Group's bank borrowings in the PRC to Hong
Kong, in which interest rates was lower. A syndicated loan of HKS435
million (interest rate: Hong Kong Interbank Offered Rate plus 3.6% per
annum) was raised in Hong Kong on 16 July 2013.

HERDHAX
HERNHERAXTIEREEERMNMAX &
B~ MISHEENRS ERXIAREMEE N H
X B8E-FT-WNF+-_A=+—BLF
B - REBEOHE R HEFX D BME R I8
ABIRIA45%(ZF— =% : 46%) - HERD
S5 STIE N —AR B A AN — R -

THEX
THRAXTZRERERGIRAX ERE
- REAY  RITBRAREMITHRAY - H
EE—NMF+_A=+—HLFE  K£EH
MITERBA S EH AW ART.0%(—F—=F :
5.4%) c (THRASXEIMEE AN ERREREKX
MEERAM FHEEN - BE-T—F
+TZA=+—RALEFEFAEERFFAZA
BEFEEUARDABERNBELRNSSEEE
T(ZE—Z=ZF 1 ) -

mERER

AEBER RS ARIFH LR X MBS IRE
WE - BAAE TN TISET - BEC
F—ZHR_F-OFE+-_A=1t—HLHF
B BN EEREBAL23% -

LtHEH
tTHERERT LhMEANFAXBEELE £
BIEFEE

BhE R AN
AR B H) BB AN R IRIT B SRAV R B R 57 (8
HBRERNMENBRAX) c REKARBE—

—=F+t-A=+—BIEFENNL04BEE
TTRMADK2BA%REBE_ZT—NF+_-HA
=+t—HIEFENKNII0BEEET - EKK
D E B R IRTT UK D R AR B B A
EIRITERBRE DN RREN BB -

R-F—=FtA+XA" E%.S E5REE
4B FEAT (MF « FBRITRARFER
LINFL3.6%)
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Management Discussion and Analysis

EEENWE DN

Income tax expense

Hong Kong profits tax was calculated at 16.5% on the estimated
assessable profit for the year. Under the Law of the People’s Republic of
China on Enterprise Income Tax (the “EIT Law") and Implementation
Regulation of the EIT Law, except as described below, the tax rate of the
PRC subsidiaries was 25% during the years ended 31 December 2013
and 2014.

The Group's subsidiary, Dongguan Best Pacific Textile Company Limited
(“Dongguan BPT") obtained its qualification as a high and new
technology enterprise in 2010, which was valid for a three-year period
since the 2017 financial year and was renewed for an additional three
years from the 2074 financial year. Dongguan BPT has also completed
the relevant filing requirements with the relevant tax authorities. Hence,
Dongguan BPT is subject to the preferential tax treatment and the
applicable tax rate of 15% for the year ended 31 December 2013 and
2014,

The effective tax rate of the Group for the years ended 31 December
2013 and 2014 remained relatively stable.

Liquidity, financial resources and bank borrowings

The Group maintains a strong and healthy financial position. As at 31
December 2014, net working capital (calculated as current assets less
current liabilities) was approximately HKS$718.8 million, representing an
increase of HK$588.6 million, or 452.2% as compared with 31 December
2013. The current ratio (calculated as current assets/current liabilities)
increased from 1.2 times as at 31 December 2013 to 1.8 times as at 31
December 2014.

Net cash generated from operating activities increased from
approximately HK$345.2 million for the year ended 31 December 2013
to approximately HK$432.6 million for the year ended 31 December
20174.

During the year ended 31 December 2014, the Group invested
approximately HKS649.8 million in short term bank deposits. Net cash
used in investing activities for year ended 31 December 2014 amounted
to approximately HKS745.2 million, as compared to net cash used in
investing activities amounting to approximately HKS$21.6 million for the
year ended 31 December 20183.

For the year ended 31 December 2014, net cash generated from
financing activities amounted to approximately HK$313.5 million (2013:
net cash used in financing activities amounted to approximately
HKS$376.3 million), mainly attributable to the gross proceeds from the
IPO of approximately HKS577.9 million.

R xX

EBNEHERAFENMGTERTENN
16.5%#FE o IRIBFFREARKEFBE M EMBH
E(RERBHED REEMSHEAE A
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FHE A 25% °
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CETBBRSFEREE T —=F+=
A=+ BLFEENH3462EEETENE
HE-_Z-—MNE+-_A=+—HIEFENY
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EERNEHRITETIRALA08TE ST
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BEEENWEDN

As at 31 December 2074, the Group's gearing ratio was 40.9% (31
December 2013: 95.8%), which was calculated on the basis of the
amount of total bank borrowings as a percentage of total equity. The
Group was in a net cash position as at 31 December 2014 while the net
gearing ratio as at 31 December 2013, which was calculated on the
basis of the amount of total bank borrowings less cash and cash
equivalents and pledged bank deposits as a percentage of the total
equity, was 72.5%.

Working capital management

RZE—NFE+_A=+—0 KEENEE
BENREL09%(ZE—=ZF+_A=+—
B :95.8%) ' JHIRIRITHERARBEIEESBTEN
BOLEENE - AEBR T —NF+=A
=t+—HAHBREFEHE MR_T—=F1+=
A=+—HRFEEBGELE(THRRITER
BERERS MRS SEYMU N ABRIRTE
TSR ERRBNE DT E) AT72.5% -

EEETEE

As at 31 December

R+=A=+—A~
2014 2013 Change
—F-mNFE —ZT—=F )
(days) (%)
(R&) (Ao
Inventory turnover days FEBEXE 94.0 88.0 6.0 6.8
Trade and bills receivables H 5 W IE &
turnover days JE U 32 s B8 K 2K 85.5 91.9 (6.4) (7.0)
Trade and bills payables B RNFIER
turnover days ANESESEEESR 94.1 88.7 5.4 6.1

The increase in inventory turnover days and trade and bills payables
turnover days for the year ended 31 December 2074 by 6.0 days and 5.4
days was primarily due to the increase in average inventory and trade
and bills payables balances as a result of increase in business scale.

The decrease in trade and bills receivables turnover days from 91.9
days for the year ended 31 December 2013 to 85.5 days for the year
ended 31 December 2014 was primarily attributable to the decrease of
trade and bills receivables as a result of improvement of management
of trade receivables.

Capital expenditure

For the year ended 31 December 2014, total addition to property, plant
and equipment amounted to approximately HK$189.2 million (2013:
HKS$234.8 million), and was mainly attributed to the increase in
investment in machinery of approximately HK$155.5 million (2013:
HKS$137.1 million) to cope with the Group's overall business expansion.

BE-_Z-—NF+-_A=+—HILtFE HE
BEXEARE SEMFTERENZERAEXR
HORIEMN6.0RKE4K  THEZHENEKE
BIEAEREEFHEAKLE S EN BN E
R ERIL TR -

BoRRFEREREEAEREREEZ
—=F+_A=+—BLFEMNNIRFBLE

BT F+_A=+—HILFEMNSSS
X DEEARBESERFENEENESE
2 WA R R EE R D o

EXREAX

REBE-_ZT—NE+-_A=+—RHILEE
¥ BEEAREBENABERELAEN18028EE
T(ZZE—=%F:248F&BT) T2@HR
MR BN 155 B BB T (ZE—=F
137.1E&BTT) - LUEHAREEEEEBIER -
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Pledge of assets

The Group has pledged certain trade receivables, bank deposits,
property, plant and equipment, prepaid lease payments and available-
for-sale financial assets to secure the bank borrowings granted to and
bills payable issued by the Group for the year ended 31 December 2013.
All assets had been released during the year 2014 except for bank
deposits and certain equipment amounted to approximately HKS85.1
million and HKS$114.6 million respectively, are pledged to secure the bills
payables issued by and bank borrowings granted to the Group during
the ordinary course of business as at 31 December 2014.

The carrying amounts of the assets pledged are as follows:

BEEKH

RIB—=F+_A=+—0 A&EEDEKH
ETESEWEIE  RITGFEH - UE - BER
B BNHEERERAIHEESCREEER
BRI AEBRITERRASEEMBEITENRE
KR - FTEEEHNC R T —UF NER -
R —E—NFE+ - =+—HRIEZY
851 EBEBITURE TEHRENI46BE BT
BERIREAERASEENER EBBREP T
B R IR R IEIR AR TIE 3K o

SEWEERNREENT :

As at 31 December

R+=A=+—H
2014 2013
—E-nEF —ET—=F
(HK$'000) (HK$'000)
(F#Ex) (F%&7T)
Trade receivables 2 5 WA = 169,283
Pledged bank deposits EHEMRITFR 85,147 96,107
Property, plant and equipment L E Y 114,639 187,959
Investment properties WEYME = 72,152
Prepaid lease payments TR HEERIA = 31,038
Available-for-sale financial assets A EeREE = 2,979
Total et 199,786 559,518

Contingent liabilities
As at 31 December 2014, the Group did not have any significant
contingent liabilities.

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

HREE
RZZT—NF+-A=+—H AEELEFT
MEBAKAEE -

BEMRER
RBERREAREAY  AEEWEEME
REH -
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BEEENWEDN

Foreign exchange risk

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

Use of proceeds

As stated in the prospectus of the Company dated 13 May 2014 (the
‘Prospectus”), the Group planned to use the proceeds from the IPO
mainly for increasing production capacity and settling syndicated loan
installments. The total net proceeds from the IPO amounted to
approximately HK$527.7 million. For the period from the Listing Date to
31 December 2014, the Group's total cost of purchasing new
machineries and settling syndicated loan installment, by using the
proceeds from the IPO, amounted to approximately HK$120.2 million.
Unutilised net proceeds as at 31 December 2014 amounted to
HKS407.5 million, which was deposited in licensed banks in Hong Kong
and the PRC. The Company intends to use the remaining net proceeds
in the year of 2015 in accordance with the purposes set out in the
section headed “Future Plans and Use of Proceeds” in the Prospectus.

4B FE B
BRI ARE D IAET LB TTAHE - T
B — Mo RBRELASAAREE - K
SEEEETERRT MEREINERBIAE
32 SNE R o RPIER A5 BT BB D T
PIFENBEAREIMEERTE REFPHE
B A B s AT B R R PR IB RE A A St ONE A5
RIS B S AR R SNER B - T
BERBIATHAEEINERR (i) B BHIIH
FEMB AR EERFIAE T R ETFHEM
S8 RERLAX LBERMANTENMBA
AERERMUARBHENHER KEBEL
FAS : (i) AARBHENRS RIRTTEK
TE2RBMOTEMBRREE - MABTR
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Management Discussion and Analysis
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Employees and remuneration policies

As at 31 December 2014, the Group employed a total of 3,745 full-time
employees (as of 31 December 2013: 3,230). The increase in the
number of headcount was mainly due to the increase in business scale.
There was no significant change in the Group’s remuneration policy and
the Group will continue to provide regular training and competitive
remuneration packages to its staff. The Group's remuneration packages
include salary, bonuses, allowances and retirement benefits, based on
employee’s performance, skills and knowledge. The Group also provides
additional benefits to its employees, such as subsidised
accommodation, meals, accident and medical insurance and share
options granted to eligible employees under share option schemes of
the Company.

Dividend policy

The Board intends to maintain a long term, stable dividend payout ratio
of not less than 20% of the Group's distributable profit for the year,
providing shareholders with an equitable return. The Board has resolved
to declare a final dividend of HK5 cents per share in respect of the year
ended 31 December 2014 (the “Final Dividend") to shareholders whose
names appear on the register of members on 15 May 2015, subject to
the approval by the shareholders at the forthcoming annual general
meeting of the Company on 11 May 2015 (the “AGM"). An interim
dividend of HK3.5 cents per share was paid by the Company on 30
September 2014.

FUTURE STRATEGIES AND PROSPECTS

Stepping into 2015, the world economy is expected to recover at a
moderate pace, and the Chinese economy is also expected to grow
steadily with its solid foundation and the ongoing political and social
reforms in China. The overall consumer market shall remain stable with
opportunities arising from evolving lifestyle and more sophisticated
consumer demands for quality products. With regard to the global
lingerie market, the Group holds an optimistic view towards the market's
future development as the continuous improvements in living standard
and growing demand for better quality lingerie in terms of texture,
functionality and design shall drive the market expansion. According to
the Frost & Sullivan Industry Report, sales revenue for the global lingerie
materials market reached approximately USS7.5 billion in 2012, and is
expected to grow to approximately USS9.5 billion in 2016. The Group
will be able to benefit from this industry development by leveraging on
its ability to provide a comprehensive range of lingerie materials in one-
stop. The Group will strive to maintain its market position as a world-
leading manufacturer of lingerie materials, and to increase its market
share by tapping the growth potential in the industry.

EBE R EFMBER
RZZE—NFE+_A=+—0  KE=EERFEL
H3745% 2 HEE(BHE-_E—=F+=A
=+—H:3230%)  BETAZUEMEEMRR
AEEEBBREBEREN - AEEHHRRTES
REE)  MAEBBEERES TIRIE TS
IEEBENOFTHNEE - AEENFHEFE
BIEFE - 64T SRR REIREF - TIAER
MRIE - B RAMHBAER -  AEBIREE
BIRMHEEINEF) - WEE - ER - BAINEHRNL
BERRBREHA RIREA QR BREEIR T
AEBEENBIE -

R EBE

EXe5AAFRY  BENREX - BITD
RAEBEFE A2 IOE N A 20% - SRR
HEELHK EFERARPEBE_T—0OF
TZA=+—HLEFE MR-_F—AFAHA
THHBEANREER A MH R E R &5 B
AR E(RKPRE D - EAFHRRR=-F
—HAFRAA+—RBITZARREERREF
Re((RREFAG]) LHER - TAEE -
ARBR-_FE-—OFNLA=TBHERNEKR35
Al S -

RREHEREE

EAZE—RF  EHREEAETCERZISESR
e M BE VR R BRE AN KA EIK
ARkiteEmBERESIER  BEEEMS
TE®#HETE  TEHREENEEFIABELASR
ZRBRBANFLSHEREEEEmEKN
HEBE - MIRERZMERXMS » AREEK
FHENE R L IERKER - hee MRS
AR amENFE S REEETISEER - A
ESEHMENARERBIZLEEE - BRI
Frost & Sullivan{T¥ & « 2R KR
TSN EERAE ST —FREHIGESE
T WA E_T—NEEEEENGESE
TC e AEEFRE A HEE U LERK
PIEHRE N WITEMNBEPTE - AEEBE
DRRBEERLZEARAXY R R EEATISE
By - WHHRTEREESD - EINEMISG
BE-

20 BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2014



Management Discussion and Analysis

BEEENWEDN

Eyeing the immense market opportunities ahead, the Group will further
enhance productivity in 2015. The Group completed the construction of
its eighth production facility in 2014, and this new facility has already
commenced production. The Group plans to start construction of its
ninth production facility (namely phase VI) in 2015, which will have a
gross floor area of approximately 34,858 square metres. Construction
of new production facilities shall enhance the Group's ability to cope
with its future business growth.

The Group will also continue to broaden its customer base by expanding
into new segments and markets. Riding on the Group’'s success in
tapping the lace business segment since 2012, we will further increase
the sale of lace products to new and existing customers to improve our
sales revenue and overall profitability. We expect our lace business to
become one of the key growth drivers going forward and will further
increase production capacity of lace from approximately 4.8 million
metres per annum in 2013 to approximately 20.1 million metres per
annum by 2015 to keep up with the robust development in this
segment.

Changing lifestyle and growing participation in sports, especially among
female consumers, are also creating opportunities for the Group's
elastic fabric and elastic webbing businesses. The Group will seek to
enhance its presence in sportswear materials market by offering elastic
fabric and elastic webbing to sportswear brand owners or sportswear
manufacturers for the production of sportswear such as sports bras,
cycling, running and yoga outfits and casual apparel. We will continue to
develop our sportswear business in 2015, and we expect it to emerge
as another key growth driver for the Group going forward.

The Group will continue to upgrade its research and development and
design capability in order to further strengthen and maintain its
collaboration with lingerie brands and raw materials suppliers to provide
more innovative and original products. In 2015, we will continue to
optimise the standard of our management team and recruit more young
employees to join our fast growing team so as to increase the team
resilience. We believe our experienced management team has been a
key to our success in the past, and will continue to contribute to our
growth in the future. We will also further promote our one-stop solutions
business strategy to strengthen our collaboration with existing clients
and we will actively seek new business opportunities to expand our
market share and sustain our business growth in the long run.
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The Directors are pleased to present their first Annual Report together
with the audited consolidated financial statements of the Group for the
year ended 31 December 2014.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the manufacture and trading of
elastic fabric, elastic webbing and lace. Details of the Group's principal
subsidiaries as at 31 December 2014 are set out in note 45 to the
consolidated financial statements.

The Group's turnover and results by operating segment are set out in
note 9 to the consolidated financial statements and Management'’s
Discussion and Analysis of this Annual Report.

There is no change in the principal activities of the Group during the
year ended 31 December 2014.

RESULTS AND DIVIDENDS
The results of the Group for the year ended 31 December 2014 are set
out in the consolidated statements of profit or loss and other
comprehensive income on page 58.

The Board recommends the payment of a final dividend of HK5 cents
per share for the year ended 31 December 2074. Subject to approval by
shareholders of the Company at the forthcoming AGM, the Final
Dividend will be distributed on or about 27 May 2015 to shareholders
whose names appear on the register of members of the Company on 15
May 2015.

An interim dividend of HK3.5 cents per share was paid to shareholders
on 30 September 2014.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 6 May
2015 to 11 May 2015, both days inclusive, during which period no
transfer of shares of the Company will be effected. In order to determine
the identity of shareholders who are entitled to attend and vote at the
forthcoming AGM, all share transfer documents accompanied by the
relevant share certificates must be lodged not later than 4:30 p.m. on 5
May 2015 with the Company's Hong Kong branch share registrar,
Computershare Hong Kong Investor Services Limited at Shops 1712—
1716, 17th Floor, Hopewell Centre, 183 Queen's Road East, Wanchai,
Hong Kong.
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Subject to the approval of shareholders at the forthcoming AGM, the
proposed Final Dividend will be payable to shareholders whose names
appear on the register of members of the Company on 15 May 2015
and the register of members of the Company will be closed on 15 May
2015, during which no transfer of shares of the Company will be
registered. In order to qualify for the proposed Final Dividend, all share
transfer documents accompanied by the relevant share certificates
shall be lodged not later than 4:30 p.m. on 14 May 2015 with the
Company's Hong Kong branch share registrar, Computershare Hong
Kong Investor Services Limited at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

SUBSIDIARIES

Particulars of the Group's subsidiaries are set out in note 45 to the
consolidated financial statements.

SHARE CAPITAL

Details of the movements in the issued share capital of the Company
during the year ended 31 December 2014 are set out in note 34 to the
consolidated financial statements.

RESERVES

Details of the movements in the reserves of the Group during the year
ended 31 December 2014 is set out in the “Consolidated Statement of
Changes in Equity” on pages 61 and 62.

DISTRIBUTABLE RESERVES

As at 31 December 2014, the distributable reserves of the Company
amounted to approximately HK$594.2 million, of which HK$50.9 million
has been proposed as the Final Dividend for the year.

PRE-EMPTIVE RIGHTS

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

DONATIONS

Charitable and other donations made by the Group during the year
amounted to approximately HK$1,000,000.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2014, sales to the Group's five
largest customers accounted for approximately 40% of the Group's total
sales for the year (of which sales to the Group’s largest customer
accounted for approximately 14%). Purchases from the Group's five
largest suppliers accounted for approximately 52% of the Group's total
purchases for the year (of which purchases attributable to the largest
supplier accounted for approximately 17%).

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

BORROWINGS

Details of bank borrowings of the Group as at 31 December 2014 is set
out in note 30 to the consolidated financial statements.

FIXED ASSETS

Details of the movements in property, plant and equipment and
investment properties of the Group are set out in note 19 and 20 to the
consolidated financial statements respectively.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company'’s listed securities during the
period from the Listing Date to 31 December 2014.

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

Executive Directors
Mr. Lu Yuguang

Mr. Zhang Haitao

Mr. Wu Shaolun

Independent non-executive Directors

Mr. Cheung Yat Ming (appointed on 8 May 2014)
Mr. Ding Baoshan (appointed on 8 May 2014)
Mr. Sai Chun Yu (appointed on 8 May 2014)
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According to the article 83(3) of the Articles, the Directors shall have the
power from time to time and at any time to appoint any person as a
Director either to fill a casual vacancy on the Board or as an addition to
the existing Board. Any Director appointed by the Board to fill a casual
vacancy shall hold office until the first general meeting of Members
after his appointment and be subject to re-election at such meeting and
any Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general meeting of
the Company and shall then be eligible for re-election. Besides, article
84(1) of the Articles stipulates that at each annual general meeting one-
third of the Directors for the time being (or, if their number is not a
multiple of three (3), the number nearest to but not less than one-third)
shall retire from office by rotation provided that every Director shall be
subject to retirement at an annual general meeting at least once every
three years.

At the forthcoming AGM, all Directors will retire pursuant to the
provisions of the Articles as mentioned in the foregoing paragraph. All
the retiring Directors, being eligible, will offer themselves for re-election
at the AGM.

PROFILES OF DIRECTORS

Profiles of the Directors are set out on pages 40 to 44 of this annual
report.

DIRECTORS' SERVICE CONTRACTS

Each of the executive Directors had entered into a service agreement
with the Company for an initial term of three years commencing from
the Listing Date. Each service agreement will continue thereafter until
terminated by either party by giving to the other party at least three
months' prior notice in writing. Each of the independent non-executive
Directors had been appointed for an initial term of three years with
effect from the Listing Date.

All Directors are subject to retirement by rotation in accordance with the
Articles and Appendix 14 to the Rules Governing the Listing of Securities
on the Stock Exchange (“Listing Rules”). None of the Directors proposed
for re-election at the forthcoming AGM has a service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).

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

Details of the emoluments of every Director for the year ended 31
December 2074 is set out in note 13 to the consolidated financial
statements.
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DIRECTORS' INTERESTS IN CONTRACTS

Save as disclosed under the heading “Connected transactions” below
and “Related party transactions” in note 44 to the financial statements,
no Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company, or any of its holding companies, subsidiaries or fellow
subsidiaries was a party during the year ended 31 December 2014.

DIRECTORS' INTERESTS IN COMPETING BUSINESS
During the year ended 31 December 2014, none of the Directors of the
Company had any interest in any competing business with the
Company or any of its subsidiaries.

Mr. Lu Yuguang (“Mr. Lu") and Grandview Capital Investment Limited
("Grandview"), being the controlling shareholders of the Company (the
“Controlling Shareholders”), have each provided a written confirmation
to the Company confirming that he/it has complied with the terms of
the Deed of Non-competition for the year ended 31 December 2014. The
independent non-executive Directors of the Company have also
reviewed the status of compliance by each of the Controlling
Shareholders and confirmed that, as far as they can ascertain, each of
the Controlling Shareholders has complied with the terms of the Deed
of Non-competition.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2014.

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

As at 31 December 2014, 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 (“SF0")) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions of the
SFO) or which were required to be entered into the register required to
be kept by the Company under section 352 of the SFO or which were
otherwise required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code") set out in Listing Rules
were set out below:
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() The Company n A27
Number of Approximate
shares/ percentage of
underlying shareholding
Name of Director Long/short position Capacity shares  Note (%)
R
B 13, HHER BB
EEnE %R g4 RGEE Mt et (%)
Mr. Lu Yuguang Long position Beneficial owner 3,000,000 1
ERHEE E EHFAA
Long position Interest held by his 637,500,000 2
controlled corporation
e HEPLBERBE kR
640,500,000 62.86
Mr. Zhang Haitao Long position Beneficial owner 5,000,000 1
REEEA TE ERFEaA
Long position Interest held by his 2,000,000 1&3
spouse
e HEBRE RS
Long position Interest held by his 75,000,000 4
controlled corporation
HE HYPEBRHA R
82,000,000 8.04
Mr. Wu Shaolun Long position Beneficial owner 3,000,000 1
ROmxEskt oy =) EHFAA
Long position Interest held by his 37,500,000 5
controlled corporation
5=y HE B R a kR
40,500,000 3.97
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Notes:

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

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

3. These shares represented the underlying shares under the options granted by
the Company to Ms. Zheng Tingting, the spouse of Mr. Zhang Haitao,
pursuant to the Pre-IPO Share Option Scheme of the Company. Under the
SFO, Mr. Zhang was deemed to be interested in such underlying shares.

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

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

(I1) Associated Corporation (within the meaning of the SFO)
Grandview Capital Investment Limited
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hEEBER -

4, 575,000,000 A% & 38 A% Bg Sunbrilliant Capital
Investment Limited ([ Sunbrilliant]) #% & -
MZARBRERLEDERE -

5. 5% 37,500,000 % & 8 fi% A Lakefront Capital
Investment Limited$#48 + M ABIH R D@
EEZEEE -

() HEEEE(ERRESZRAEEE)

Grandview Capital Investment Limited

Approximate
percentage of
Number of  shareholding

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

R

BRE

EEfE ®ORR 14 IR5 & B (%)

Mr. Lu Yuguang Long position Beneficial owner 10,001 100
ST v e BEmEAA

Save as disclosed above, as at 31 December 2014, none of the Directors
or chief executive 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.

BREXHEEEIN R_T—WFE+_-A
=t—B EFRTBTBRAEMELARFR
HAMERER (& R E S RS HRIZE XV
BB M - RO RESTEARIERES
KRB GBI XV ERE 7 &5 8 9 B AR TE R A
SARARFMBRAANEDRIORE (BRRERE
7 KB RPI 2 B R M aT A AR E R E T
BEONERIOXR)  IRBEZZ MR EEDE
352 IRAB CR R IRFTI A R B IF B M E R
MRS IAR - FIRBRETAIMASITH
GARRA R ANERSORE
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DISCLOSURE OF INTERESTS — SUBSTANTIAL
SHAREHOLDERS'’ INTERESTS AND SHORT
POSITION IN SHARES AND UNDERLYING SHARES
OF THE COMPANY

As at 31 December 2014, so far as was known to the Directors, 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:

EEHE - TERRR

ENNTD)
DREBROHERER KR

RZZT—WF+-_A=+—H #HEFEFHMHA "
ATAL /BB (BEEAARAEETHRAE
BRON RA R B Bt AR B R 19 o R A SRR
REARBEZLRARKRIEXVEE2R3D
BB AR SCZR TR AN A A e B 32 AT 9 R O R R SOR
B RIREBES LB GG F 336 AR AR
RAFFEECMOEREIAR

Number of Approximate
shares/ percentage of
Name of substantial underlying shareholding
shareholder Long/short position Capacity shares Note (%)
R
7 =l BMAOB D
TERRBE EB R KR 56 ROEE  ME (%)
Grandview Capital Long position Beneficial owner 637,500,000 1 62.57
Investment Limited 5= EmBAEA
Sunbrilliant Capital Long position Beneficial owner 75,000,000 2 7.36
Investment Limited 5] EnEAA
Ms. Zheng Tingting Long position Beneficial owner 2,000,000 3
EisiE i+ Sy} BEHEAA
Long position Interest held by her 80,000,000 283
spouse
ey =) BB PR &
82,000,000 8.04
FMR LLC Long position Investment manager 91,708,000 4 9.00

7R

RERE
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Notes:

Save

Grandview was wholly owned by Mr. Lu, an executive Director and the Chairman of
the Company and Mr. Lu was deemed to be interested in its holding of 637,500,000
ordinary shares of the Company pursuant to the SFO. Mr. LU's interests in shares are
disclosed in this report in the section headed “Disclosure of interests — Directors’ and
Chief Executive’s Interests and Short Positions in Shares, Underlying Shares and/or
Debentures”.

Sunbrilliant is wholly owned by Mr. Zhang Haitao, an executive Director and the Chief
Executive Officer of the Company and Mr. Zhang was deemed to be interested in its
holding of 75,000,000 ordinary shares of the Company pursuant to the SFO. Mr.
Zhang's interests in shares are disclosed in this report in the section headed
"Disclosure of interests — Directors’ and Chief Executive's Interests and Short
Positions in Shares, Underlying Shares and/or Debentures”.

Ms. Zheng Tingting was beneficially interested in 2,000,000 underlying shares under
the options granted by the Company to her pursuant to the Pre-IPO Share Option
Scheme of the Company. Ms. Zheng is the spouse of Mr. Zhang Haitao, an executive
Director and the Chief Executive Officer of the Company and is accordingly deemed
to be interested in the 75,000,000 ordinary shares held by Sunbrilliant and 5,000,000
underlying shares under the options granted by the Company to Mr. Zhang pursuant
to the Pre-IPO Share Option Scheme.

FMR LLC is deemed to be interested in 91,708,000 ordinary shares of the Company
by virtue of its 100% control over (i) Fidelity Management & Research (Hong Kong)
Limited, (i) FMR Co., Inc. and (iii) Fidelity Management & Research (U.K.) Inc., which
respectively held an indirect interest in 34,702,000 ordinary shares, 2,312,000
ordinary shares and 54,694,000 ordinary shares of the Company.

as disclosed above, as at 31 December 2014, the Directors were

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

SFO.
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Grandview BARARIITESRETEE S LT EH
A MIREFFRIERG - EXEBRARER
FEANA R 637,500,000 IR EBAR P HEA S - B4
RIS IR ARE [REEE - ESREE
TTBABRIG - ARG k&5 /SR

wh | —ERE -
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2. Sunbrilliant B AN 2 RIL1TE FFR1THA R KB FEL
E2ERA RREBEEZFRIAEMEI - RELES
RRE PR AR 75,000,000 @R P HEA I o
REERBOOERINARE [HRRE —EF
REBITBRABRRG  HERG R HEH+H

s MORR | —EIHEE -

3. BEELTRARRRBEARTDERARESHE
& # 5T &1 1A E AT #% W B AR #E 18 T 2,000,000 A%
RN REESEZ BL LT ARARRITE
ERTHRBHEREFLEENEBE AEER
/& A Sunbrilliant BT 43 75,000,000 f% % 38 i & A A
ARBE R AR EAERETSImRTERLE
A& HETE T 5,000,000 AR RAR (5 B #E2E -

4. FMR LLC B3 74 100% 12 %l (i)Fidelity Management &
Research (Hong Kong) Limited - (i)FMR Co., Inc. &
Fidelity Management & Research (U.K.) Inc., 1% %
2 Bl ¥ % A N A 7] /934,702,000 0% & i@ AR
2,312,000 A% & i A% & 54,694,000 A% I i AR - ¥
AR AEA AR RH) 91,708,000 AR L @A R R -

BREXEEEN R_F—WF+-_A=1+—
B BEEAREETAEMBAL EB(ES
RARBEBITHABRIN RAR B K
MERAR D P B ARIRE I K B R I 58 XV B
552 ] 39 BRI SC AR A X B B Bk 32 P 4% BB 9
R IORE - HIRIRRE 77 R B E (5B 5 336 16k
ARARRBMEFESCMOERIAR -
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SHARE OPTION SCHEMES

The Company has adopted two share option schemes on 8 May 2014,
namely the Pre-IPO Share Option Scheme and the Share Option
Scheme.

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

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

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

(b)  The maximum number of shares of the Company which
may be issued upon exercise of all options granted under
the Pre-IPO Share Option Scheme is 30,000,000 shares;

(c) Eligible participants under the Pre-IPO Share Option Scheme
are the directors and employees of the Group who, in the
sole opinion of the Board, will contribute or have contributed
to the Group;

BT
ARRBR-T—WMFRA/\BRMREBR
RROEERHE) - ENE R ABITT AT R B 0
ARt -

(@) BERARBTABRETS
ARBRBHERGEBRE-_T—HFRANR
BB IR RORZE R A MR B XA R
HERBREE - AXAFREENE
PRI B MEN KRS KRB B &
ARECHASE BRI ERAHES
EHEBMMETEERES -

BRAFRBEERBRES SN RER
HEARARRRE L AURZRE RIFR
B RT B ([ R REST B ) B0 AR
REAER - HETFIERRSN

(a) RBEHEERBRALHABENEE
EHE50% (AT RBEERRAEE
AIB AR B FTEETTE THE)

(b) ARFAERTEREBEERLFE
S AR R RT B e P B RE R
MBETHORZERODEBE S
30,000,000 &R 17

() BRAFRBEMBRETINEE
R2EE  EAKEEERES
HEZS2RRAKRSXNELHAN
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(d) Subject to any restrictions applicable under the Listing
Rules, and notwithstanding the terms of grant thereof, all
options granted under the Pre-IPO Share Option Scheme are
subject to the following vesting period:

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

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

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

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

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

On 19 May 2014, the Company has conditionally granted options
to subscribe for a total of 26,470,000 shares of the Company to
certain directors and employees of the Group under the Pre-IPO
Share Option Scheme.
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Details of movements of the share options granted under the Pre- Bz 1WF+-_A=+—HIHFE
IPO Share Option Scheme for the year ended 31 December 2014 REB R ARAEBITAIBRETZIRLE
are as follows: IR BB FENT -

Number of shares issuable under the share options

REBRETTURTHRGEA
Lapsed/
Exercise As at Granted Exercised cancelled As at
Date of priceper  Exercise 1 January during during during 31 December
Grantee grant share period 2014 the year the year the year 2014
i £ i
“E-mE Eh Eh B&Y/  —%-Bf
ERA RiLBH BROEE TR -A-H EEL BfTR 2 T-A=t-8
(HKS) (noteii)
(A7) (RzEi)
Directors
gz
Mr. Lu Yuguang 19 May 2014 1075 19/05/2015- - 3,000,000 - - 3,000,000
19/05/2019
(Note )
4 i —I-mE Bzt 1)
RATAA
Mr. Zhang Haitao 19 May 2014 1075 19/05/2015- - 5,000,000 - = 5,000,000
19/05/2019
(Note1)
ReRLL “3-pE i)
BATHA
Mr. Wu Shaolun 19 May 2014 1075 19/05/2015- = 3,000,000 = = 3,000,000
19/05/2019
(Note )
ROREE “I-mE i)
RATAA
Employees of
the Group
FEEES
in aggregate 19 May 2014 1075 19/05/2015- = 15470,000 = (4400000 15,030,000
19/05/2019
(Note1)
a3t ZE-mE i)
RATAA
Grand Total: - 26470,000 - (440,000) 26,030,000
Zif:
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Notes:

(i) 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).

(if) Lapse of share options due to cessation of the relevant option holder as
eligible person by reason of termination of employment.

Share Option Scheme

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

Purpose

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

Eligible participants

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

(b)

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2014

GEX

0} RIBERARBITAERE BIRENAE
BREZ AT RBHRR

(a) 20%BEENTERLAHNEBFE
FR(A-—ZF-—AFAAtTNARZ
BT

(b) B0%EREAIERHAHNE_BFE
FRA-ZZ-X"FAATIARZ
BT &

() BO%BEBEAERHABRF=BFER
REIZE—tFRATABRHZE)
e -

(i)  BEEBRERE ARERBRERELTELEX
BAERBRIERE A TBIBRER -

BT E
Bl 2 g ERABEBEI10FBER
HE ZEFBANT

=R:Y)

BTSN EMNERNRBEHAEE
FHERNEERSEE REBREFH
NRRARR B REBRRNEE

BERSRE

EFeTRRBRENARASEESE
BEREFSREBYNBERRARBENL
R EAKEEL BB ERER  EX
EE - DiHE - AERE - HER - K
A BP RBEBH AZEXAR
A~ BERARKNEBEAKE R FHR
BHERRBARBARR RN OBRK
B EAEREFERIBEENERIK
T RIEE -



Report of the Directors

EEERE

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

@

(b)

10% limit

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

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

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

30% limit

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

REBBRETHTHBITHROEH
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Maximum entitlement of each participant

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

Performance target

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

Minimum period for which an option must be held

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

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

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

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

(c) the nominal value of the shares of the Company.
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Amount payable upon acceptance of option
HKS1.00 is payable by each eligible participant to the Company on
acceptance of an offer of option.

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

The total number of shares currently available for issue under the
Share Option Scheme is 73,530,000 shares, representing
approximately 7.22% of the issued share capital of the Company
as at the date of this annual report.

CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 44 to the
consolidated financial statements also constituted continuing
connected transactions under the Listing Rules, which are required to
be disclosed in accordance with Chapter 14A of the Listing Rules. The
following transactions between certain connected persons (as defined
in the Listing Rules) and the Company have been entered into and/or
are ongoing for which relevant disclosure had been made by the
Company in the Prospectus in compliance with the disclosure
requirements of Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS
a. Lease of certain premises for the use of production plant

and dormitories in Humen Town

On 1 January 2014, the Humen branch of Dongguan New Horizon
Elastic Fabric Company Limited (“Dongguan NHE"), an indirect
wholly-owned subsidiary of the Company and Mr. Lu, the
Chairman and controlling shareholder of the Company, entered
into a lease contract in relation to certain buildings with a gross
floor area of approximately 5,835 sg.m. in Humen Town,
Dongguan City, Guangdong Province, China, for the use as a
production plant and dormitories for the staff of the Group. The
lease is for a term of three years from 1 January 2014 to 31
December 2016, and is terminable by Dongguan NHE giving no
less than three months' notice to Mr. Lu. The rental so charged by
Mr. Lu is determined by reference to the prevailing market rents
for leasing similar premises in similar locations in China from
independent third parties under normal commercial terms during
the course of ordinary business. During the year ended 31
December 2014, rental paid to Mr. Lu by the Group amounted to
RMB805,230 (equivalent to approximately HK$1,016,929).
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Lease of certain premises for the use of production plant
and dormitories in Houjie Town

On 1 January 2014, Dongguan NHE and Mr. Lu entered into two
lease contracts in relation to certain buildings with a total gross
floor area of approximately 17,370 sg.m. in Houjie Town,
Dongguan City, Guangdong Province, China, for the use as
administrative offices, a production plant and dormitories for the
staff of the Group. The two leases are for a term of three years
from 1 January 2014 to 31 December 2016, and are terminable by
Dongguan NHE giving no less than three months' notice to Mr. Lu.
The rental so charged by Mr. Lu is determined by reference to the
prevailing market rents for leasing similar premises in similar
locations in China from independent third parties under normal
commercial terms during the course of ordinary business. During
the year ended 31 December 2014, rental paid to Mr. Lu by the
Group amounted to RMB2,188,620 (equivalent to approximately
HKS2,764,018).

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

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

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

(c) inaccordance with the relevant agreement governing them
on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company's
auditor was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard
on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information”
and with reference to Practice Note 740 “Auditor's Letter on
Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public
Accountants. Our auditor has issued his unqualified letter
containing his findings and conclusions in respect of the
continuing connected transactions disclosed by the Group in
pages 37 and 38 of this annual report in accordance with Rule
14A.56 of the Listing Rules. A copy of the auditor’s letter has been
provided by the Company to the Stock Exchange.

b.
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Report of the Directors

EEERE

TEMPORARY STRUCTURE

As disclosed in the Company's Prospectus, the Board plans to relocate
the cafeteria and offices from our temporary structure to our new
production facility (our ninth production facility) in 2015, and will
subsequently demolish the two temporary structures.

AUDIT COMMITTEE

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

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the Company are
set out in the Corporate Governance Report from pages 45 to 55 of this
Annual Report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of this
report.

EVENTS AFTER THE REPORTING PERIOD

The Group had no significant events after 31 December 2014.

AUDITOR

The financial statements of the Company for the year ended 31
December 2014 have been audited by Messrs. Deloitte Touche
Tohmatsu. A resolution will be submitted at the forthcoming AGM to re-
appoint Messrs. Deloitte Touche Tohmatsu as independent auditor of
the Company.

By order of the Board
Lu Yuguang
Chairman

Hong Kong, 16 March 2015
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Biographical Details of Directors and
Senior Management
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EXECUTIVE DIRECTORS

Mr. LU Yuguang (& /2 3¢), aged 49, is the chairman of our Company.
He was appointed as a Director on 14 June 2013 and re-designated as
an executive Director on 21 January 2074. Mr. Lu is also the chairman
of the Nomination Committee and a member of the Remuneration
Committee of the Company. Mr. Lu has approximately 20 years of
experience in the textile industry and he formulates overall management
plans and oversees the strategic business development of our Group.
He is currently the legal representative and the chairman of Dongguan
NHE and the chairman of the board of Dongguan BPT. Mr. Lu first
started to engage in the textile industry in August 1994 when he was a
chairman of Dongguan Runda Elastic Weaving Company Limited
(“‘Dongguan Runda”), a company which was engaged in the
manufacturing, production and sale of elastic webbing and throughout
the years. Mr. Lu has been an active entrepreneur in Dongguan City and
Guangdong Province. He has been a committee member of the Chinese
People's Political Consultative Conference of the Dongguan Municipal
(REMHBIHZ EE) since December 2011 and a member of the High-
tech Enterprises Association in Dongguan City (5 = ¥ i ii 1 2 1
&) since July 2009. In July 2009, Mr. Lu was awarded with the “Chinese
Enterprise Management Innovation Achievement Award” (4 Bl (& ¥ &
32 AE B 3 2%) by the China Academy of Management Science (1 B %&
HERLEZFERT). Mr. Lu is a brother-in-law of Mr. Wu Shaolun.

Mr. ZHANG Haitao (3 /& /&), aged 45, is the chief executive officer of
our Group. He was appointed as a Director on 14 June 2013 and re-
designated as an executive Director on 21 January 2014. He is currently
a director and the general manager of Dongguan BPT and Dongguan
NHE. Mr. Zhang formulates and executes overall corporate directions
and business strategies of our Group. He has approximately 19 years of
experience in the textile industry. Mr. Zhang has worked in our Group
since February 2003 and held the position of general manager of
Dongguan BPT. Prior to working in our Group, Mr. Zhang worked for
Pioneer Elastic Fabric (China) Company Limited (BE 738 M 44 (F E)
B R A 7)) as the business manager between March 1995 and March
1998. Between January 1998 and April 1999, and later from July 20071
to May 2010, Mr. Zhang was the general manager of Dongguan Runda.
Mr. Zhang has been a director of the Guangdong Textiles Association
(BREH#HE) since November 2009 and an individual life member
of the Hong Kong General Chamber of Textiles Limited (F#& 44 &)
since September 2013. Mr. Zhang completed a fashion technology
course at the Beijing Institute of Fashion Technology (1t R EE7) in
July 1992 and further obtained a master's degree in software systems
at the University of St. Thomas in the United States in May 2001. Mr,
Zhang is the spouse of Ms. Zheng Tingting, a member of our senior
management team.
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Mr. WU Shaolun (2 2> @), aged 50, is an executive Director. He was
appointed as a Director on 14 June 2013 and re-designated as an
executive Director on 21 January 2014. He is currently a director and
the deputy general manager of Dongguan BPT and Dongguan NHE. Mr.
Wu is principally responsible for our Group's infrastructure and the
general management of Dongguan BPT and Dongguan NHE. He has
over 18 years of experience in the textile industry. Prior to joining our
Group, Mr. Wu worked in Dongguan Runda as the deputy general
manager from April 1995 to May 2010. Since February 2003, Mr. Wu
has been the deputy general manager of Dongguan BPT. In addition, he
has been the deputy general manager of Dongguan NHE since 2010.
Mr. Wu has been a member of the High-tech Enterprises Association in
Dongguan City (3R 58 T = #7 £ 7 & 2 1 &) since July 2009 and a
director of the Dongguan City Association of Enterprises with Foreign
Investment (R M AN B ZE &) since November 2013, Mr. Wu
is a brother-in-law of Mr. Lu Yuguang.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHEUNG Yat Ming (55 —88), aged 46, was appointed as an independent
non-executive Director on 8 May 2014. He is also a member of the Audit
Committee, the Remuneration Committee and the Nomination
Committee of the Company. Mr. Cheung has extensive experience in
the fields of investment, real estate and property market research,
corporate finance and auditing. Prior to joining our Group, Mr. Cheung
was a staff accountant and semi-senior accountant at Arthur Andersen
& Co. in Hong Kong and China from August 1991. In August 1994, Mr.
Cheung joined Citicorp Commercial Finance (HK) Limited as an
administration and accounting manager and was promoted with
Citibank’s corporate title of assistant vice-president in September 1996.
In October 1997, he joined Salomon Brothers Hong Kong Limited as an
equity research associate. Mr. Cheung joined Donaldson, Lufkin &
Jenrette as a research associate in its equity department in May 1999.
In November 2000, Mr. Cheung joined HSBC Markets (Asia) Limited as
its head of Hong Kong and China property research. In 2005, Mr.
Cheung joined Cohen & Steers Asia Limited as an executive director and
a vice-president in its investment research department and was
promoted in January 2007 as a senior vice-president and Asia Pacific
chief investment officer. In June 2009, Mr. Cheung joined DBS Vickers
(Hong Kong) Limited as its head of research. From August 2011 to June
2013, Mr. Cheung worked as the chief investment officer of Neutron
Greater China Equity Long/Short Fund as managed by Neutron INV
Partners Limited. Since June 2013, Mr. Cheung has been the executive
Director, chief executive officer and responsible officer of New Century
Asset Management Limited, which is the manager of New Century Real
Estate Investment Trust. a REIT listed on the Stock Exchange (Stock
Code: 1275). Since March 2014, Mr. Cheung has also taken up the
position as an independent non-executive director of Springland
International Holdings Limited, a company listed on the Stock Exchange
(Stock Code: 1700). Mr. Cheung is licensed by the Securities and Future
Commission to carry out Type 9 (asset management) regulated activity.
He became a certified public accountant of the Hong Kong Institute of
Certified Public Accountants in January 1995, a fellow of the
Association of Chartered Certified Accountants in September 1999 and
a chartered accountant of the Institute of Chartered Accountants in
England and Wales in September 2007. Further in June 2010. Mr.
Cheung received the Outstanding Chinese Business Leader Award (
= 4 R 3 48 4 28) from the HongQi (41 5 2 H) and China Report
(# ¥} &), Mr. Cheung graduated from the Hong Kong Polytechnic
University with a bachelor's degree in accountancy in November 1991.
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Mr. Cheung was appointed as a director of Neutron Greater China
Equity Long/Short Fund, an exempted limited company incorporated in
the Cayman Islands on 11 June 2010 to conduct securities investment
business. The company had ceased to trade and was not in operation,
had no assets, nor liabilities to creditors, shareholders or any other third
party at the time when the directors of the company, one of whom was
Mr. Cheung, and the shareholders of the company believed that it was
for the best interests of the company to be struck off from the register
of companies in the Cayman Islands. The company was subsequently
struck off from the register on 31 December 2013. Mr. Cheung was also
a director of Neutron Capital Management Ltd., an exempted limited
company incorporated in the Cayman Islands on 11 June 2010 to
conduct securities investment business. The company had ceased to
trade and was not in operation, it also had no assets, nor liabilities to
creditors, shareholders or any other third party at the time when the
directors of the company, one of whom was Mr. Cheung, and the
shareholders of the company believed that it was for the best interests
of the company to be struck off from the register of companies in the
Cayman Islands. The company was subsequently struck off from the
register on 31 December 2013.

Mr. DING Baoshan (] Z 1), aged 52, was appointed as an independent
non-executive Director on 8 May 2014. He is also the chairman of the
Remuneration Committee and a member of the Audit Committee and
the Nomination Committee of the Company. Prior to joining our Group,
Mr. Ding was an executive director of Denway Motors Limited, which
was initially listed on the Stock Exchange but was delisted in 2010 upon
its privatisation, from 2000 to 2007. Starting from July 2000, Mr. Ding
also worked as the chief economist and the deputy general manager of
Guangzhou Automobile Industry Group Company Limited (E M /3%E T
% £ B AR A F)), managing various departments until October 2007.
Since 2008, he was the general manager of Beijing Shenshi Huaxuan
Investment Company Limited (3t R &% 2 8112 & G R 2 7). Starting
from May 2011, he has been an independent director of Qinghai
Huading Industrial Company Limited (B 8 E S E X B8R A 7)) a
company listed on the Shanghai Stock Exchange (Stock Code: 600243).
Mr. Ding has also taken up the position as the chairman and an
executive director of Pizu Group Holdings Limited, a company listed on
the Stock Exchange (Stock Code: 8053) since December 2012. Mr. Ding
graduated from the Beijing Iron and Steel Institute (1t R EME 67 ) with
a bachelor's degree in mining machinery in July 1985. In June 1988, Mr.
Ding completed a master's degree in engineering at Beijing University of
Science and Technology (3t = EHZ K £) in the PRC. Mr. Ding graduated
from the China Social Science Institute (7 B - & #} £ Bt) with a
doctorate degree in philosophy in economics in July 1991.
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Mr. SAIl Chun Yu (54K ), aged 34, was appointed as an independent
non-executive Director on 8 May 2014. He is also the chairman of the
Audit Committee of the Company. Mr. Sai has over 11 years of
experience in audit, accounting, taxation and business consultancy.
Prior to joining our Group, Mr. Sai worked at Ting Ho Kwan & Chan
Certified Public Accountants from August 2002 to February 2006. Later
in March 2006. Mr. Sai worked at KPMG as an assistant manager. Mr.
Sai has been the managing partner of CCS & Company, Certified Public
Accountants since March 2008. Since March 2012, Mr. Sai has been an
independent non-executive director of Yueshou Environmental Holdings
Limited, a company listed on the Stock Exchange (Stock Code: 1197)
and resigned from such position with effect from 10 October 2014. In
February 2006, Mr. Sai was admitted as a member of the Association of
Chartered Certified Accountants. In September 2007. Mr. Sai became a
certified public accountant of the Hong Kong Institute of Certified Public
Accountants and was later registered as a certified public accountant
(practising) in February 2008 with the same institute. Mr. Sai graduated
from the Chinese University of Hong Kong with a bachelor's degree in
business administration in December 2002.

CHIEF FINANCIAL OFFICER AND

COMPANY SECRETARY

Mr. CHAN Yiu Sing (FR# £ ), aged 36, is the chief financial officer and
company secretary of our Group. Mr. Chan is responsible for ensuring
and maintaining the standards of corporate governance of our Group.
Mr. Chan has over nine years of experience in audit, investment,
accounting and finance. He joined an international audit firm in February
2006 and was a manager of such audit firm until May 2012 prior to
joining our Group in February 2013. Mr. Chan graduated from the
University of New South Wales in Australia with a master’s degree in
commerce in June 2005 and a bachelor's degree in accounting and
finance in October 2003. He has been a member of the Hong Kong
Institute of Certified Public Accountants since September 2009.
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standard of corporate
governance which is essential to the sustainable development and
growth of the Company. Since the Listing Date, the Company has
devoted efforts to put in place various policies and procedures in
compliance with the principles and code provisions as set out in the CG
Code contained in Appendix 14 to the Listing Rules. The Board is of the
view that the Company has met all the applicable code provisions set
out in the CG Code throughout the period from the Listing Date to 31
December 2014 (the “Reporting Period").

MODEL CODE FOR SECURITIES TRANSACTIONS

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

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

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

BOARD OF DIRECTORS

During the Reporting Period and as at the date of this Annual Report,
the Board comprises six members, consisting of three executive
Directors, namely Mr. Lu Yuguang (Chairman of the Board), Mr. Zhang
Haitao (Chief Executive Officer) and Mr. Wu Shaolun, and three
independent non-executive Directors, namely Mr. Cheung Yat Ming, Mr.
Ding Baoshan and Mr. Sai Chun Yu.

The biographical information of the Directors as well as the
relationships between the members of the Board are set out on pages
40 to 44 of this Annual Report.

Chairman and Chief Executive Officer

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

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

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

Directors’ Re-election

Each of the executive Directors has entered into a service contract with
the Company, and each of the independent non-executive Directors has
signed a letter of appointment with the Company. Their term of
appointment has commenced from the Listing Date and will continue
for a period of three years, subject to retirement by rotation and re-
election in accordance with the Articles.

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

At the forthcoming AGM, all Directors will retire pursuant to the
provisions of the Articles as mentioned in the foregoing paragraph. All
the retiring Directors, being eligible, will offer themselves for re-election
at the AGM.

Responsibilities, Accountabilities and Contributions of the
Board and Management

The Board is responsible for leadership and control of the Company and
oversees the Group's businesses, strategic decisions and performance
and is collectively responsible for promoting the success of the
Company by directing and supervising its affairs. Directors of the Board
take decisions objectively in the interests of the Company.
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All Directors, including independent non-executive Directors, have
brought a wide spectrum of valuable business experience, knowledge
and professionalism to the Board for its efficient and effective
functioning.

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

The Directors shall disclose to the Company details of other offices held
by them and the Board regularly reviews the contribution required from
each Director to perform his responsibilities to the Company.

The Board reserves for its decision all major matters relating to policy
matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of Directors and other
significant operational matters of the Company. Responsibilities relating
to implementing decisions of the Board, directing and co-ordinating the
daily operation and management of the Company are delegated to the
management.

Continuous Professional Development of Directors

Pursuant to the code provision A.6.5 of the CG Code, all Directors should
participate in continuous professional development to develop and
refresh their knowledge and skills. This is to ensure that their
contribution to the Board remains informed and relevant. The Company
should be responsible for arranging and funding suitable training,
placing an appropriate emphasis on the roles, functions and duties of a
listed company director. The Company updates Directors on the latest
development regarding the Listing Rules and other applicable regulatory
requirements from time to time, in order to ensure compliance and
enhance their awareness of good corporate governance practices. The
Company is also arranging suitable professional development seminars
and courses for the Directors.

The Directors informed the Company that they had received sufficient
and relevant training and continuous professional development during
the Reporting Period.
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Records of training by the Directors are maintained by the company
secretary. Training records of Directors for 2014 are as follows:

EEEXNEIICHEARANERTE - EER
T FEREIRENT

Directors Type of trainings
== EINESE
Executive Directors HITES

Mr. Lu Yuguang EEAEA A&B
Mr. Zhang Haitao RAEETAE A&B
Mr. Wu Shaolun RMmEAE A&B
Independent Non-Executive Directors BIFHTES

Mr. Cheung Yat Ming R —IR A& A&C
Mr. Ding Baoshan TELEAE A&C
Mr. Sai Chun Yu RIRFEAE A&C

A reading materials relating to the Group, general business, latest development of the A MEAAAERE —MEK  EWRAUNSTER

Listing Rules and other applicable legal and regulatory requirements

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

(@ attending briefings, seminars, webinar or training courses

BOARD AND BOARD COMMITTEES

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

As the shares of the Company were listed on 23 May 2014, only three
Board meetings were held during the Reporting Period, one of which
was to approve the Group's interim results for the period ended 30 June
2014 and other relevant matters. All Board members attended the said
meetings in person or via telephone conference.

The Board intends to meet at least four times per year in the future, and
the Chairman intends to hold at least one meeting per year with the
independent non-executive Directors without the executive Directors
present.
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A tentative schedule for regular Board meetings for 2015 will be
provided to the Directors at the beginning of the year. At least 14 days’
notice for all regular Board meetings will be given to all Directors and all
Directors must be given the opportunity to include items or businesses
for discussion in the agenda. For all other Board meetings, reasonable
notice will be given. Relevant agenda and accompanying Board papers
will be sent to all Directors at least three working days in advance of
every regular Board meeting.

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

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

Audit Committee

The Company established the Audit Committee on 8 May 2014 in
compliance with Rules 3.27 and 3.22 of the Listing Rules and code
provision C.3.3 of the CG Code. The Audit Committee has three
members, namely Mr. Sai Chun Yu, Mr. Cheung Yat Ming and Mr. Ding
Baoshan and is chaired by Mr. Sai Chun Yu.

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

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

During the Reporting Period, the Audit Committee held two meetings to
review the interim results of the Group for the six months ended 30
June 2014 and significant issues on the financial reporting and
compliance procedures, internal control and arrangements for
employees to raise concerns about possible improprieties.
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Remuneration Committee

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

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

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

During the Reporting Period, the Remuneration Committee met twice to
review and make recommendations to the Board on the remuneration
policy and structure of the Company, and the remuneration packages of
the executive Directors and senior management and other related
matters.

The details of the remuneration paid to the Directors for the year ended
31 December 2014 are set out in note 13 to the consolidated financial
statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration paid
to the members of the senior management by band for the year ended

31 December 2014 is set out below:

Remuneration bands (HKS)
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Nomination Committee

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

The principal duties of the Nomination Committee include reviewing the
Board composition, developing and formulating relevant procedures for
the nomination and appointment of Directors, making recommendations
to the Board on the appointment and succession planning of Directors,
and assessing the independence of independent non-executive
Directors.

In assessing the Board composition, the Nomination Committee would
take into account various aspects set out in the Board diversity policy,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and
length of services. All Board appointments will be based on meritocracy,
and candidates will be considered against objective criteria, having due
regard for the benefits of diversity on the Board.

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

During the Reporting Period, the Nomination Committee met twice to
review the structure, size and composition of the Board. The Nomination
Committee considered the diversity of the Board is appropriate.

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

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

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

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

EERZEENETRLETHE

REZHERREHEANERANARTNESS
REEZBEEZMITHEMT

Meetings attended/Meetings held
HESBRY FRETRE

Nomination Remuneration Audit
Name of Directors Board Committee Committee Committee
EENA EEg REEE® FMESE EREEE
LU Yuguang 4/4 2/2 2/2 N/A i A
EEH
ZHANG Haitao 4/4 N/A i B N/A T~ 3E F N/A i@ A
RAgE
WU Shaolun 4/4 N/A i B N/A i F N/A i A
= Mm
CHEUNG Yat Ming 4/4 2/2 2/2 2/2
w—08
DING Baoshan 4/4 2/2 2/2 2/2
TEWL
SAl Chun Yu 4/4 N/A i B N/A i F 2/2
RIRF
DIRECTORS’ RESPONSIBILITY INRESPECT OF THE EEZE¥HUKHRERNWET
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 December
2014.

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

The statement of the independent auditor of the Company about their
reporting responsibilities on the financial statements is set out in the
Independent Auditor's Report on pages 56 to 57 of this annual report.

AUDITOR’'S REMUNERATION

The remuneration paid to the Company's external auditors of the
Company in respect of audit services and non-audit services (mainly for
review of the condensed consolidated financial statements of the Group
for the six months ended 30 June 2014 and tax compliance services)
for the year ended 31 December 2074 amounted to HKS1.80 million and
HKS421,000 respectively.
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INTERNAL CONTROLS

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

During year ended 31 December 2014, the Board, through the Audit
Committee, conducted a review on the effectiveness of the Group's
internal control systems, including financial, operational and compliance
controls and risk management functions, adequacy of resources,
qualifications and experience of staff of the Company's accounting and
financial reporting function, and training programmes and budget. The
Board and Audit Committee are satisfied with the effective internal
controls of the Company.

BOARD DIVERSITY POLICY

The Board adopted a board diversity policy (the “Diversity Policy”) on 23
May 2074. A summary of this Diversity Policy, together with the
measureable objectives set for implementing this policy, and the
progress made towards achieving those objectives are disclosed as
below.

Summary of the Board Diversity Policy

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

Measurable Objectives

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

Monitoring and Reporting

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

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

Mr. Chan Yiu Sing, the Company Secretary appointed by the Board, is a
full-time employee of the Company; and in the opinion of the Board,
possesses the necessary qualifications and experience, and is capable
of performing the functions of a company secretary. During the year
ended 31 December 2014, Mr. Chan has taken not less than 15 hours of
professional training. The Company will continue to provide funds for
Mr. Chan to take not less than 15 hours of appropriate professional
training in each financial year as required under Rule 3.29 of the Listing
Rules.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

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

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

Enquiries and suggestions from shareholders or investors to the Board
are welcomed by mail to the Company's principal place of business in
Hong Kong at 8th Floor, West Gate Tower, No. 7 Wing Hong Street, Lai
Chi Kok, Kowloon, Hong Kong or via email to ir@bestpacific.com for the
attention of the Investor Relations Department. Inquiries are dealt with
in an informative and timely manner.

Besides, shareholders’ meetings provide an opportunity for
communication between the Board and the shareholders. It is the
Company's general practice that the Chairman of the Board as well as
chairman of the Audit Committee, the Nomination Committee and the
Remuneration Committee, or in their absence, their duly appointed
delegates, who are members of the relevant Committees, will be
available to answer questions at the annual general meetings of the
Company. In addition, the Company will invite representatives of the
auditor to attend its annual general meeting to answer shareholders'
questions about the conduct of the audit, the preparation and content of
the auditor's report, the accounting policies and auditor independence.
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SHAREHOLDERS' RIGHTS

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

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

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

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

All resolutions put forward at shareholders' meetings of the Company
shall be voted by poll pursuant to the Listing Rules. The poll results shall
be posted on the websites of the Stock Exchange and the Company
after each shareholders’ meeting.

CONSTITUTIONAL DOCUMENTS

The amended and restated articles of association of the Company were
adopted with effect from the Listing Date. Save as disclosed above,
during the year ended 31 December 2014, there was no significant
change in the articles of association of the Company.

The amended and restated articles of association of the Company are
available on the websites of the Stock Exchange and the Company.
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Independent Auditor’'s Report
LV 8 T

Deloitte.
=2

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

We have audited the consolidated financial statements of Best Pacific
International Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 58 to 159,
which comprise the consolidated statement of financial position as at
31 December 2014, and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS' RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance (Cap.
622) (the “Hong Kong Companies Ordinance”), and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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Independent Auditor’'s Report
B 2 BE RS

AUDITOR’S RESPONSIBILITY (Continued)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal controls
relevant to the entity’s preparation of consolidated financial statements
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal controls. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial
statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2014 and of
its profit and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

16 March 2015
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Consolidated Statement of
Profit or Loss and Other Comprehensive Income

el RAMEERER

For the year ended 31 December 2014
EE-ME+_A=+—BIEE

2014 2013
—E-MF —E-=F
Notes HKS$'000 HKS'000
Bt EE FERT FAT
Revenue WA 8 1,860,881 1,659,447
Cost of sales HEKA (1,292,474) (1,136,990)
Gross profit EA 568,407 522,457
Other income =N 10 40,823 26,297
Other gains and losses HAb e REE 11 5,143 3,399
Selling and distribution expenses HERDHMAY (83,069) (75,976)
Administrative expenses TERF X (130,627) (90,075)
Research and development costs EEE A (42,390) (38,098)
Listing expenses FWER (23,518) (6,423)
Finance costs BB KA 12 (30,961) (40,424)
Profit before taxation B 5t AT g A 15 303,808 301,157
Income tax expense Frig®if 16 (56,904) (56,652)
Profit for the year FERF 246,904 244,505
Other comprehensive income (expense): Hi2E W (%) :
ltems that may be reclassified HignpgeBEnEE
subsequently to profit or loss: HBzmIEE -
Exchange differences arising on BMEBINETBEER
translation of foreign operations bE 5 =58 2,158 21,262
Fair value loss on available-for-sale AHEEEEREERN
financial assets AFEEE (82) (45)
Other comprehensive income for the year & A H b 2 [E Uk 3% 2,076 21217
Total comprehensive income for the year £ R 2 H UL 5 248,980 265,722
Profit for the year attributable to THALEEFEERR
— Owners of the Company —ARREHEEA 246,904 214,559
— Non-controlling interests — FEIERRRE R = 29,946
246,904 244,505
Total comprehensive income THALEERME
attributable to Wi 4a 5
— Owners of the Company AVAGIEZZ=DN 248,980 233,332
— Non-controlling interests — FEIEARRE RS - 32,390
248,980 265,722
Earnings per share BRER 18
— Basic (HK cents) — EARCEW) 27.05 28.67
— Diluted (HK cents) — 5 OB 26.87 N/A 38 FB
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Consolidated Statement of Financial Position

Re MR R R
As at 31 December 2014
A—E—NFE+—A=+—H

2014 2013
—E—0OF T =%
Notes HK$'000 HKS'000
B =E FE&T FAT
Non-current assets FRBEE
Property, plant and equipment L E S 19 1,105,685 1,032,684
Investment properties wEME 20 - 72,152
Prepaid lease payments FERTHEER R 21 43,481 44,439
Deposits e 25 26,182 32,664
Available-for-sale financial assets At ESRIEE 22 2,897 2,979
Deferred tax assets RIETRIRE B 33 3,622 886
1,181,867 1,185,804
Current assets REEE
Inventories FE 23 347,658 317,873
Prepaid lease payments TEREERNRK 21 1,013 1,013
Trade and bills receivables B 5 e W GE & e R E % 24 418,615 453,500
Other receivables, deposits and HEEsos - ek
prepayments FEfFFOE 25 33,979 15,525
Derivative financial instruments PTHEEmIA 32 - 1,611
Pledged bank deposits BEEREITFR 26 85,147 96,107
Short term bank deposits 52 EAERT TR 3K 26 649,792 -
Bank balances and cash RITEHR MRS 26 94,793 97,536
1,630,997 983,065
Current liabilities REBARE
Trade payable H 5 R FUIR 27 85,774 107,393
Bills payable JEANESS 28 270,779 202,316
Other payables and accrued charges HA IR IA R ERTE A 29 101,336 131,078
Bank borrowings IRITIER 30 401,863 345,660
Obligations under finance leases B R E A 37 20,629 37,164
Financial guarantee liability B ERAE 41 - 11,623
Tax payable e IE 31,862 17,660
912,243 852,894
Net current asset REBEE 718,754 130,171
Total assets less current liabilities BWEERABERE 1,900,621 1,315,975
Non-current liabilities FkRBEE
Bank borrowings RITHERK 30 258,972 451,562
Obligation under finance leases BhETH & A E 31 16,385 22,599
Deferred income RIEUT A 8,486 9,615
283,843 483,776
Net assets BEEFE 1,616,778 832,199

BRBERZERERAR / —F—HFFH 59



Consolidated Statement of Financial Position

e MR R
As at 31 December 2014
RZFE—NF+=-_A=+—H

2014 2013
—2-mE —F=F
Notes HK$'000 HKS'000
B =E FET FAT
Capital and reserves BRR#E

Capital B 34 10,188 87
Reserves G 1,606,590 725,476

Equity attributable to owners of AKATHEEAELERS
the Company 1,616,778 725,563
Non-controlling interests FEERER - 106,636
Total equity SR 1,616,778 832,199

The consolidated financial statements on pages 58 to 159 were $58F 150BE MG M BRExEETETEN -
approved by the Board of Directors on 16 March 2015 and are signed Z—FRF=FA+/NBA#ERBETIZEAELT

on its behalf by: REREE:
Lu Yuguang Zhang Haitao
EE X REE
Chairman Executive Director
FIE HITEF
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Consolidated Statement of Changes in Equity
mEEREER

For the year ended 31 December 2014
E-—T-—MFE+_A=+—HILFE

Attributable to owners of the Company

ANTREAE
Investment PRC Share Non-
Share  revaluation Other Special  statutory Translation options  Retained controlling
Capital  premium reserve reserve reserve reserve reserve reserve profits Total interests Total
REEM REEE BRE FER
BE  ROEE B EfRE  RHRE e RERR #E  REEA @it i3] @5t
HKS'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000
FEL TEL TET THET T TET T FET T TEL TEL TET
(Note b) (Note c)
(MiEb)  (HsEc)
At 1 January 2013 R-2-=F-f-R 79 - 16 - (38462) 32772 69,571 - 463476 527,452 80463 607915
Profit for the year FEEF - - - - - - - - 214559 214559 29,946 244505
Exchange differences arising on translationif B 5 & £ K E X 25 = = > 5 5 S 18811 = = 18811 2451 21,262
Fair value loss on available-for-sale THNESHEEDN
financial assets ATEEE - - (38) - - - - - - (38) 0 (45)
Other comprehensive (expense) income  FEH 2 E (B iz
for the year = = (38) = = = 18811 = = 18773 2444 0217
Total comprehensive income FERENGEE
for the year = = (38) = = = 18811 = 214,659 233332 32390 265,722
Allotment of shares of the Company [ NS 8 S = = = = = = = 8 S 8
Transfer from retained profits to HREFEEREH
the PRC statutory reserve R = = o S S 15226 S - (15.226) - - -
Early termination of financial quarantee 12 B4R IFMBIER
(note 41(i)) (MzE41() - - - - 15,771 - - - - 15771 2,783 18554
Dividends (note 17) BRE (H17) - - - - - - - - (51,0000 (51,000) (9,000)  (60,000)
At 31 December 2013
87 = (22) = (22,691) 47998 88382 - 611809 725,663 106,63