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Management Discussion and Analysis

o B ) s S o0 AT

BUSINESS REVIEW

During the first half of 2016, the global economy was
overshadowed by a number of uncertainties and faced
a challenging business environment. Following a modest
recovery, the U.S. economy started displaying various
negative signals, including decelerated employment
growth, weaker consumer confidence, shrinking corporate
investment and lower-than-expected inflation. In view
of various uncertainties in the economy, the U.S. Federal
Reserve took a cautious approach towards interest rate
hikes. Economic recovery in the Eurozone was bumpy and
the recovery pace was slow as a result of the combined
effects of various internal and external factors — such
as unsatisfactory results of structural reformation in the
Eurozone, increased geopolitical tensions and slower-
than-expected growth in emerging markets. The People’s
Republic of China (the “PRC") economy, on the other
hand, continued to experience fluctuations and downward
pressure during the transformation stage of its structural
reform, with the national consumption and exports
performance showing signs of deterioration. According
to the National Bureau of Statistics of China, the PRC's
total retail sales of consumer goods recorded a period-on-
period growth of 10.3% in June 2016, a considerably low
level for the past twelve consecutive months. From January
to June 2016, the total national export value of the PRC
amounted to RMB6.4 trillion, representing a year-on-year
decrease of 2.1%, and specifically, exports to the U.S.
decreased by 4.6%.
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Management Discussion and Analysis

Faced with this challenging macro-environment, Best
Pacific International Holdings Limited (the “Company”
or "Best Pacific”, and together with its subsidiaries,
collectively, the “Group”) acknowledged the enormous
potential of the sportswear materials market and further
capitalised on its unique advantages of being a one-stop
solutions provider, timely responded to the market trend by
aggressively expanding its sportswear and lace businesses.
The Group delivered satisfactory results in its overall
performance and achieved promising growth in various
business segments. For the six months ended 30 June 2016
(the “Reporting Period”), the Group’s revenue increased
considerably by 23.1% to approximately HK$1,121.6
million, as compared to approximately HK$911.4 million in
the corresponding period of 2015, resulting in the highest
overall growth since its listing in 2014. Profit attributable
to equity shareholders increased by approximately 39.3%
to approximately HK$191.8 million. Benefiting from the
increased proportion of its lucrative lace business as well
as its effective management and control over costs and
expenses, the Group’s gross profit margin and net profit
margin further increased to 33.8% and 17.1% during the
Reporting Period, from 31.2% and 15.1% for the first half
of 2015, respectively.

BEBBEERERAR / —E—R"EHhHGE
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During the Reporting Period, revenue from the two core
business segments of the Group continued to record sound
growth. Revenue from the sales of elastic fabric and elastic
webbing increased by 23.0% and 20.4% to approximately
HK$685.8 million and approximately HK$386.3 million,
respectively, further consolidating the Group’s leading
position as a one-stop solutions provider in the world.
During the Reporting Period, Best Pacific maintained
and deepened its close cooperative relationships with
renowned international lingerie brands, including
AAimer, Chantelle, Embry Form, Maniform, Marks &
Spencer, Spanx, Triumph, Victoria’s Secret and Wacoal.
By cultivating on its sharp industrial insights, innovative
design concepts, robust research and development
capability and persistent pursuit for high quality, the Group
has promoted the development of lingerie industry and
captured the emerging business growth opportunities
successfully. In February 2016, Best Pacific was honored
with the 2016 FEMMY Award (Supplier category) by the
U.S. Underfashion Club. The FEMMY Award, which is
recognised as one of the most influential awards in the
intimate apparel industry, honors those individuals and
companies that have significantly contributed to the
intimate apparel industry and its growth. Winning the
award proves that Best Pacific is well recognised and
acclaimed in the industry.

Based on its extensive customer base, the Group
continued to cross-sell its lace products to the existing
customers, resulting in rapid business expansion of the
lace segment during the Reporting Period. Revenue from
the lace segment increased significantly by 50.8% period-
on-period to approximately HK$49.5 million during the
Reporting Period. Taking the advantage of economies
of scale brought about by the expanded lace business,
the respective gross profit margin rose further by 0.6
percentage point to 49.2%, contributing to the Group’s
overall profitability.

AN Brands are arranged in alphabetical order.
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Management Discussion and Analysis

Despite the generally stagnant world’s retail market,
the demand for sportswear has remained strong on
the back of the growing popularity of physical exercise
among the general public in recent years. With increasing
awareness of a healthy lifestyle and personal image, and
the increased popularity of large international sports
events such as the European Football Championship
and the Brazil Olympic Games, consumers have become
more enthusiastic about sports and fitness, and are
making sports an integral part of their lives. Moreover,
as a result of growing disposable income and more
sophisticated tastes, consumers are paying more attention
to the comfort, functionalities and style of sportswear,
providing great development opportunities for brands
with strong research and development capabilities and
cutting-edge technology. With an eye on the immense
sportswear market, Best Pacific has leveraged its existing
production facilities and first-class technological capabilities
to further expand its businesses into the sportswear
materials market. The Company’s technological experience
and expertise in the lingerie market have enabled it
to integrate the comfort and style of lingerie products
with the design of sportswear materials. Together with
its strong research and development capabilities and
precise understanding of product functionalities, the
Company has a unique competitive edge in the sportswear
materials market. During the Reporting Period, the
Group continued to deepen its partnership with Victoria‘s
Secret, one of its long-term lingerie customers, and
supplied sportswear materials for its PINK and #Victoria
Sport series. In addition, the Group has strengthened its
cooperation with “Lululemon, Under Armour and other
leading international sportswear brands. Revenue from
sportswear materials of the Group for the Reporting
Period surged by approximately 77.0%, as compared to
that for the corresponding period of 2015, representing
an encouraging performance. The Group believes that
the sportswear materials segment will continue to be the
growth driver in the coming years.

#  VSX series of Victoria’s Secret was re-named as Victoria Sport in
July 20176.
A Brands are arranged in alphabetical order.
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As one of the few lingerie materials manufacturers
offering one-stop solutions, Best Pacific has outstanding
research and development and innovation capabilities,
which are not only embedded in its corporate culture,
but has also formed a crucial base for the Company to
maintain its leading market position. A large research
and development database has been built over the years
which enables the Group to offer over hundred apparel
innovations to the market each year. Coupled with the
market trends and customer needs, the Group develops
tailor-made innovative materials for its customers. This
not only provides customers with unique value-added
services, but also enables the Group to strategically enrich
its new product offerings. The dedication to maintain Best
Pacific’s research and development strength and further
enhance its innovative capabilities is paramount. The
Group is prepared to invest approximately 2% to 3% of its
revenue as research and development expenses each year.
Currently, the Group has a research and development team
of over 100 technicians, who are to support the design
work that could accurately matches market trends with
customer desire. On the other hand, Best Pacific Institute
of Technology and Research and Best Pacific School of
Management and Administration were officially established
in June 2016, which marked the milestone of the Group
to cultivate versatile management staff and to further
improve its corporate governance. The strong support in
research and development and in operational management
has laid a solid foundation for the sustainable growth of
Best Pacific in the future.

In order to capitalise on the vast market growth potentials
and to further consolidate the Group’s leading market
position, in the first half of 2016, the Group continued
to expand its production capacities through constructing
new production facilities and exploring the feasibility of
other ancillary projects. The construction of the Group’s
Phase VI production plant in Machong Town, Dongguan,
the PRC (the “Machong Site”), with a gross floor area
of approximately 35,000 square metres, is expected to
complete in the second half of 2016. The designed annual

TERIR M — U BOR T R L AR YR
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Al AN SR B RO B 3 B R B R B 1004 3
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ZREERK - Z—TH  RZF—RERX
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Management Discussion and Analysis

production capacity of elastic fabric, elastic webbing
and lace as at the end of the Reporting Period was
approximately 72.9 million metres, 1,135.8 million metres
and 18.8 million metres, respectively. As disclosed in the
Company's announcement on 9 May 2016, the Group
obtained approval from the Dongguan Environmental
Protection Bureau to expand its production facility at its
Machong Site. Upon completion of the expansion project
and commencement of operation of the new production
facility, the maximum volume of wastewater generated
from the production process will be increased from 11,545
tonnes to 23,545 tonnes per day, of which the maximum
emission of wastewater will be increased from 4,800
tonnes to 9,600 tonnes per day.

During the Reporting Period, the Group proactively made
preparation for the construction of its pioneer overseas
production base in Vietnam. The popularity of Vietnam
being treated as an emerging manufacturing base has
been further boosted by various free trade agreements
including the Trans-Pacific Strategic Economic Partnership
Agreement between the U.S. and Asia-Pacific countries
and the Free Trade Agreement between the European
Union and Vietnam. These agreements will enable the
textile industry within the region to enjoy beneficial tariff
concessions, as well as lower labour and transportation
costs. In addition, as numerous clients of the Group have
established their production facilities in Vietnam, the
Group will be able to cooperate more closely with these
customers, in the hope to capture greater market share.
The Group has planned to invest approximately HK$600
million to develop its production facilities in Vietnam and
has entered into agreements for leasing two plots of lands
located at the Vietnam Singapore Industrial Park in Hai
Duong Province, Vietnam. Such investment is expected
to be financed by the Group’s internal funding as well as
bank loans and the Vietnam plant is expected to be put in
use by 2017.

BEBBEERERAR / —E—R"EHhHGE
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FINANCIAL REVIEW

Revenue

The Group's revenue is primarily derived from the sales
of its major products, elastic fabric, elastic webbing
and lace. For the six months ended 30 June 2016,
revenue amounted to approximately HK$1,121.6 million,
representing an increase of approximately HK$210.2
million, or 23.1% from approximately HK$911.4 million
for the six months ended 30 June 2015. The increase
in revenue during the Reporting Period was mainly
attributable to the increase in the volume of products sold
as a result of the Group’s dedicated efforts on penetrating
to its existing lingerie customers by cross-selling the three
major products, as well as the continual expansion into the
new sportswear materials segment.

A comparison of the Group's revenue for the six months

Bt 7% 2] 8

ON
AEEMNBRATEREHEETEEREN
Byme - BUESENES BHE_ZT— X

i/—\ﬁ_+5¢/—\ IH uﬁz)\i% 71 121.6
7~ E A E’JM&U\%@%1.45%;%7ti§bu,%ﬁ210.2
BEBILE23.1% » REFEWAENEE
ERRAEEB BB NHE = KREmMMA
HEMZMEARBEFHEERUNBFERREN
EHREVE DI FERBEIEMATE -

AEBHE TR FRNA=THIEXEA

ended 30 June 2016 and the six months ended 30 June HEFE —ZET—HFA=+tHIFNEARZIK
2015 by product categories is as follows: AIRERERB DB s T
Six months ended 30 June
BEARA=THLREAR
2016 2015 Change
—E-RF —hF 2%
Revenue % of Revenue % of
(HK$'000) Revenue (HK$'000) Revenue (HK$'000) %
KA AHBAR WA (RRAR
(F#&x) Aotk (FE7T) Aakk  (FE7T) Bkt
Elastic fabric SV E R 685,812 61.2 557,750 61.2 128,062 23.0
Elastic webbing S8 4%%s 386,312 34.4 320,847 35.2 65,465 20.4
Lace E44 49,491 4.4 32,827 3.6 16,664 50.8
Total wet 1,121,615 100.0 911,424 100.0 210,191 23.1
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For the six months ended 30 June 2016, revenue
from sales of elastic fabric amounted to approximately
HK$685.8 million, representing an increase of
approximately HK$128.1 million, or 23.0%, as compared
to the six months ended 30 June 2015. The growth in
revenue was mainly driven by the Group’s continued
expansion into the sportswear materials market, by
leveraging on its high product quality, strong innovation
and research and development capability, and by fostering
relationships with different sportswear brands, which were
represented by a period-on-period growth of approximately
77.0% in sales revenue of sportswear materials.

Revenue from sales of elastic webbing amounted to
approximately HK$386.3 million, representing an increase
of approximately HK$65.5 million, or 20.4%, as compared
to the six months ended 30 June 2015. The growth in
revenue was mainly due to the Group’s dedication in cross-
selling its primary lingerie products and growing market
demand for elastic webbing.

Benefiting from the Group's one-stop solutions strategy
and strong market demand for lace, revenue from sales of
lace increased from approximately HK$32.8 million for the
six months ended 30 June 2015 to approximately HK$49.5
million for the six months ended 30 June 2016, giving a
period-on-period growth of 50.8%.

BEBBEERERAR / —E—R"EHhHGE
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Cost of sales SHER K

The Group’s cost of sales mainly comprises cost of raw AEENHEERKAETEBREMEIRA « £
materials, manufacturing overheads, and direct labour ERYREEATRKAK -

costs.

Cost of sales — by nature of expenses HEKR — % 1t E E 5

Six months ended 30 June

BEANA=THIEAEA

2016 2015 Change
—B-AHF —E-RF g

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

(F#&7x) Batkk (T#&7T) Bot  (F#&T) Bl

Direct labour HEEAT 88,843 12.0 76,403 122 12,440 16.3

Raw materials R 410,683 55.4 363,088 57.9 47,595 13.1
Manufacturing overheads A ERS 237,073 31.9 182,135 29.1 54,938 30.2
Others HAt 5,456 0.7 5,072 0.8 384 7.6
Total et 742,055 100.0 626,698 100.0 115,357 18.4
The Group's cost of sales for the six months ended 30 REFBHE - E—NENA=+HIL~EE
June 2016 amounted to approximately HK$742.1 million, TIHMERMN AN IBESETLT  BREE—
representing an increase of approximately HK$115.4 T—HEANA=ZFHIEANEA®EING115.4
million, or 18.4%, as compared to the six months ended BEEEITH18.4% - RFIMISERK A N+
30 June 2015. The increase in our cost of sales was EEANMEEEEN  RQ)KRER AFEY
primarily due to (1) the increase in total sales volume; and HIRMERE L ESK A TE R NI A2 - R

(2) the increase in overall manufacturing overheads driven R I R B ER RS A EE R S 1N o

by the Group’s continued investments in property, plant
and equipment to cope with our business expansion and
the anticipated growth in demand.
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Cost of sales — by product category

Management Discussion and Analysis
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HEK A — IEmIEFIE S
Six months ended 30 June
BEASA=1THILAEA

2016 2015 Change
—E-ARF —T-hF D)
(HK$'000) % (HK$'000) % (HK$'000) %
(FH7xT) Btk (FET) Bot  (T#ET) Bt

Elastic fabric B ARt 454,615 61.3 394,536 63.0 60,079 15.2
Elastic webbing  SB/Mf4%%s 262,284 353 215,304 343 46,980 21.8
Lace i 25,156 3.4 16,858 2.7 8,298 49.2
Total e 742,055 100.0 626,698 100.0 115,357 18.4
The cost of sales by product category as a percentage of REFBEE -_ZE—~E~XA=+HIF~EA
the total cost of sales for the six months ended 30 June RE DRERE D) E R AN (G H A2 E R A
2016 remained relatively stable as compared to the six HESHEEEE—"ZE—FRF<A=+THI
months ended 30 June 2015. SNE B @IS RSB TE o
Gross profit, gross profit margin and net profit EX > ERRRFBAER
margin

Six months ended 30 June
BEABA=1THIEAXEA

2016 2015

—B—XRF —ZE-hfF
Gross profit Gross profit
Gross profit margin  Gross profit margin
EX ER=R EF EN=
(HK$'000) (%) (HK$'000) (%)
(F#Ex) (BZk) (FET) (Bok)
Elastic fabric SV E R 231,197 33.7 163,214 293
Elastic webbing SR A A 124,028 32.1 105,543 32.9
Lace A 24,335 49.2 15,969 48.6
379,560 33.8 284,726 31.2

BRERZERERAR / T REFhHRSE
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The overall gross profit increased from approximately
HK$284.7 million for the six months ended 30 June 2015
to approximately HK$379.6 million for the six months
ended 30 June 2016. The Group's overall gross profit
margin for the six months ended 30 June 2016 increased
by 2.6 percentage points to 33.8%, as compared to
31.2% for the six months ended 30 June 2015. The
improved gross profit margin was mainly driven by the
continual improvements in production efficiency and
economies of scale.

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

According to the Frost & Sullivan Industry Report, as
qguoted in the prospectus of the Company dated 13
May 2014 (the “Prospectus”) in relation to its initial
public offering (the “IPO"), the industry average for
the gross profit margin of lace generally ranges from
approximately 40% to 60%. With the continual ramping
up of production subsequent to the launch of the Group’s
lace products in the second half of 2012, and benefiting
from the economies of scale, gross profit margin of lace
segment of the Group further improved by 0.6 percentage
point, from 48.6% for the six months ended 30 June 2015
to 49.2% for the six months ended 30 June 2016.

Net profit for the six months ended 30 June 2016
amounted to approximately HK$191.8 million, representing
an increase of approximately 39% as compared to
approximately HK$137.6 million for the six months ended
30 June 2015. The Group achieved an improved net
profit margin of 17.1% for the same period, representing
a growth of 2.0 percentage points. The increase in net
profit margin was mainly driven by the overall improved
manufacturing efficiency and improved profit contribution
by lace.
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Management Discussion and Analysis

Other income

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

o L o i S o3 A

H g A
AEBEREMBRA T2 BIERTHSWA
SHE BRI ~ BUF B R B At o TRET
NS B 7 PR B A H A W A BR A

Six months ended 30 June
BEAA=THILAEA

2016 2015

—F-x"f T HF

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

(F#7T) (F%&7T)

Bank interest income RITFEMA 10,434 14,720
Sales of scrap material income SHERERIEA 2,524 3,631
Government grants BT ED 7,502 1,823
Rental income el A - 304
Others Hith 237 1,502
Total @t 20,697 21,980

The decrease in other income by 5.8%, from approximately
HK$22.0 million for the six months ended 30 June 2015 to
approximately HK$20.7 million for the six months ended
30 June 2016, was mainly driven by the aggregate effect
of the decrease in bank interest income and the increase in
government grants received.

Other gains and losses

Other gains and losses mainly consist of the fair value gain
in derivative financial instruments. Details of the derivative
financial instruments are disclosed in Note 15 to the
condensed consolidated financial statements.

BEBBEERERAR / —E—R"EHhHGE
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Selling and distribution expenses

Selling and distribution expenses primarily consist of
employee benefit expenses, transportation, marketing and
promotional expenses and other selling and distribution
expenses. For the six months ended 30 June 2015 and
2016, the Group’s selling and distribution expenses
represented 5.1% of its total revenue. 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 six months ended 30 June 2015 and
2016, the Group’s administrative expenses represented
6.9% and 7.3% of its total revenue, respectively. The
increase in administrative expenses was primarily due
to the increase in business scale and average employee
benefit expenses. The equity-settled share-based
compensation included in employee benefit expenses for
the six months ended 30 June 2016 was approximately
HK$3.7 million (as compared to approximately HK$6.4
million for the six months ended 30 June 2015).

Research and development costs

The Group is dedicated to catering to the changing
market preferences by introducing innovative lingerie
and sportswear materials. For the six months ended 30
June 2015 and 2016, our research and development
costs represented 2.3% and 2.4% of the total revenue,
respectively.
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Finance costs

The Group’s finance costs represent interest expenses for
bank borrowings, net of interest expenses capitalised.
The finance costs increased by approximately 13.5% from
approximately HK$13.0 million for the six months ended
30 June 2015 to approximately HK$14.8 million for the
six months ended 30 June 2016. The increase in finance
costs was primarily due to the increase in finance charges
resulted in a new syndicated loan arranged in January
2016. Details of the syndicated loan please refer to the
Company’s announcement dated 8 January 2016 and the
section headed “Disclosure Pursuant to Rule 13.21 of the
Listing Rules” on page 34 of this report.

Income tax expense

Hong Kong Profits Tax was calculated at 16.5% on the
estimated assessable profit for the period ended. 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 of the Group was 25%
during the six months ended 30 June 2015 and the six
months ended 30 June 2016.

The Group’s subsidiary, Dongguan Best Pacific Textile
Company Limited (“"Dongguan BPT"), obtained its
qualification as a high and new technology enterprise
since 2010, which is now renewing for an additional
three years from financial year 2016. Dongguan BPT
also completed the relevant filing requirements with the
relevant tax authorities. Hence, Dongguan BPT is subject to
the preferential tax treatment and the applicable tax rate
of 15% for the six months ended 30 June 2015 and 2016.

The effective tax rate decreased from 18.6% for the six

months ended 30 June 2015 to 17.3% for the six months
ended 30 June 2016.
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Liquidity, financial resources and bank borrowings

The Group maintains a strong and healthy financial
position. As at 30 June 2016, net working capital
(calculated as current assets less current liabilities) was
approximately HK$930.7 million, representing an increase
of approximately HK$303.1 million as compared with 31
December 2015. The current ratio (calculated as current
assets/current liabilities) is 2.2 times as at 30 June 2016 as
compared to 1.5 times as at 31 December 2015.

For the six months ended 30 June 2016, net cash
generated from operating activities further increased
to approximately HK$210.0 million, as compared to
approximately HK$189.9 million for the six months
ended 30 June 2015. Net cash used in investing activities
amounted to approximately HK$182.5 million for
the six months ended 30 June 2016, as compared to
approximately HK$78.1 million for the six months ended
30 June 2015. The increase in net cash used in investing
activities was mainly due to larger investments being spent
on addition of property, plant and equipment for the
six months ended 30 June 2016, to cope with business
expansion of the Group.

During the six months ended 30 June 2016, net cash
used in financing activities amounted to approximately
HK$128.6 million, as compared to net cash used in
financing activities of approximately HK$119.4 million for
the six months ended 30 June 2015. The cash used in
financing activities for the six months ended 30 June 2016
was mainly for the repayment of syndicated loan and bank
borrowings.

As at 30 June 2016, the Group’s gearing ratio was 30.6%
(as at 31 December 2015: 33.8%), which was calculated
on the basis of the amount of total bank borrowings as a
percentage of total equity. The Group was in a net cash
position of approximately HK$224.3 million, as compared
to approximately HK$319.2 million as at 31 December
2015.
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Working capital management
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HEETEHE

For the six months/year ended

BEUTHSLEAER EE

30 June 31 December
2016 2015 Change
— N —T-hHF
AA=tH +=ZA=+—H p=f)
(days) (days) (days) (%)
(X&) (X&) (X&) (Aot
Trade and bills receivables B ZREWGRIER
turnover days EWN R IR AR 72.5 79.0 (6.5) (8.2)
Trade and bills payables B oM RIER
turnover days AN SEIE PN 90.8 99.5 (8.7) (8.7)
Inventory turnover days FEIBBRE 94.5 95.1 (0.6) (0.6)

The decrease in trade and bills receivables turnover days
from 79.0 days for the year ended 31 December 2015
to 72.5 days for the six months ended 30 June 2016
was primarily attributable to the decrease of trade and
bills receivables as a result of continuous improvement in
management of trade receivables.

The decrease in trade and bills payables turnover days
for the six months ended 30 June 2016 by 8.7 days was
primarily due to the increase in use of cash to settle
transactions for the benefits of lower prices.

The inventory turnover days remained relatively stable for

the year ended 31 December 2015 and the six months
ended 30 June 2016.
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Capital expenditures

For the six months ended 30 June 2016, total addition to
property, plant and equipment amounted to approximately
HK$107.5 million (for the six months ended 30 June
2015: approximately HK$72.3 million), and was mainly
attributed to the increase in investment in machinery
of approximately HK$68.8 million (for the six months
ended 30 June 2015: approximately HK$63.8 million)
and addition to construction in progress of approximately
HK$26.2 million (for the six months ended 30 June 2015:
approximately HK$4.5 million), to cope with the Group's
overall business expansion.

Pledged assets

As at 30 June 2016, the Group pledged certain bank
deposits and equipment to secure the bank borrowings
granted to and bills payable issued by the Group.

BEXMAX

BE-_Z—XREXNA=Z1THILEAEA U
¥ HBELARENAERBRNI0758E8
BT (HE-ZZE—RAENA=1THIEE
R:H72388E7T) TEHENHEBRRE
#ises sEB AL (BHE-ZE—AF A
=+HIENEA : X963.8E&EE L) UL
HERETREL6288E8T (BE-_Z—1
FRAZ+HLEAREA 45888 T) -
VAFE ST RS B B A ¥ FEHRR -

BEERH

RZZE-—REXNA=TH  AEEDHERE
TRITHERMRBIES/R T AEBEIRITER
Ko 7N SR [ P B PR S SRR RO 4 o

The carrying amounts of the assets pledged are as follows: EERFEENREBENT -
As at
i

30 June 31 December
2016 2015
—E-AF —T-nF
AA=tH +ZA=+—8H
(HK$'000) (HK$'000)
(F#&x) (F#&7T)
Pledged bank deposits EIRRIRITER 73,239 37,647
Equipment B 40,450 50,965
Total et 113,689 88,612
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Segment information

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

Foreign exchange risk

A substantial portion of the Group’s revenue is
denominated in U.S. dollars and Hong Kong dollars and a
portion of its purchases and expenses are denominated in
Renminbi. The Group manages its foreign exchange risk
by performing regular reviews and monitoring its foreign
exchange exposure. Our finance department monitors our
foreign exchange risk on a continuous basis by analysing
our domestic and overseas sales orders on hand, expected
domestic and overseas orders from customers and
estimated foreign currency payments for our purchases.
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 Renminbi through our
PRC subsidiaries; and (i) holding cash and bank deposits
denominated in Renminbi primarily by our PRC subsidiaries
and cash and bank deposits denominated in Hong Kong
dollars and U.S. dollars primarily by the Company and its
Hong Kong subsidiaries.

Contingent liabilities

As at 30 June 2016, the Group did not have any significant
contingent liabilities.
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Employees and remuneration policies

As at 30 June 2016, the Group employed a total of 5,071
full-time employees (as at 31 December 2015: 4,532). The
increase in the number of employees was mainly due to
the increase in the scale of the Group’s business. There
was no significant change in the Group’s remuneration
policy, and the Group will continue to provide regular
training and competitive remuneration packages to its
staff. The Group’s remuneration packages include salary,
bonuses, allowances and retirement benefits based on
employee’s performance, skills and knowledge. The Group
also provides additional benefits to its employees that
include subsidised accommodation, meals, accident and
medical insurance and share options granted to eligible
employees under the share option schemes, as described
in the Prospectus.

Use of proceeds

As stated in the Prospectus, the Group planned to use the
proceeds from the Company’s IPO mainly for increasing its
production capacity, settling syndicated loan installments
and for general working capital purposes. The total
net proceeds from the IPO amounted to approximately
HK$527.7 million. For the period from 23 May 2014, the
date on which the Company’s shares were listed on the
Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) to 30 June 2016, the Group’s
total cost of purchasing new machineries, construction of
Phase VI production plant (the ninth production facility),
settling syndicated loan installments, and for general
working capital purposes, by using the proceeds from
the IPO, amounted to approximately HK$409.4 million.
Unutilised net proceeds as at 30 June 2016 amounted to
approximately HK$118.3 million, which was deposited in
licensed banks in Hong Kong and the PRC. The Company
intends to use the remaining net proceeds in the second
half of 2016 and 2017, in accordance with the purposes
set out in the section headed “Future Plans and Use of
Proceeds” in the Prospectus.
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FUTURE STRATEGIES AND PROSPECTS

The International Monetary Fund has recently downgraded
its forecast for global economic growth as Britain's
surprising vote to leave the European Union in June
2016 weighs on consumer confidence and investor
sentiment. Alongside with the geopolitical turmoil, rising
protectionism, terrorist attacks and the PRC's possible
“L-shaped” economic growth, the global economic
outlook remains gloomy in the second half of 2016 and
the world’s economic growth might be pushed into a
deeper rut.

Continued uncertainty towards the global economic
outlook underscores the importance of using all policy
tools, monetary, fiscal and structural, in combination by
all countries to boost economic growth. The Chinese
government remains committed to a proactive fiscal
policy in order to push forward and support its economic
development. Albeit the different challenges ahead,
lingerie, as a personal necessity, is expected to maintain
a moderate growth. In addition, the requirement of
consumers in terms of intimate wear has evolved from
warm, comfortable and supportive wear to stylish fashion
which enables them to make their own fashion style.
The lingerie market, with its consistent growth and
consumption upgrading, offers vast development potential
for the Group.

BEBBEERERAR / —E—R"EHhHGE

o L o i S o3 A

ARRRERREE

B ERESAMIMAREREERERE
B ARREN _T-—R"FAARTARE
SMNAEERB YR B EE L RIREERMEL
BEF - HFEEEHEBUREE - TETHRENR
EIE RMEENPEAELEAMN (L]
KERR  — - RFTHEFRREBAR
BRI B 2B EIE R A e =05 T A ©

PGB SIHETRARALE T MEBERK
AR - B MEBCBR T AREREH
BEMNEZNE o P EBUTDE R ERERTER
M BBR A B RSO B EIER - @F
mEEEBE - EEREALTRNAKE
HNRFEEER - HEEHRAXRNEK
TEFLRTT - BRER - 873 - MIENBREH
RE 1R = S 0 B 1 2 A S R IR AL A LA B 7R
Ko WHEAXRMISHEERUMBET R
AEBRTERNERZH -

23



Management Discussion and Analysis

o B ) s S o0 AT

While maintaining steady growth of the elastic fabric and
elastic webbing businesses, we are committed to making
further breakthroughs in the lace segment so as to fuel
the enlarging market share of the Group's presence in
the lingerie space. With the increasing awareness and
recognition of our lace products, the Group further
expanded its lace customer portfolio and the lace segment
is expected to see a steady expansion, and an increasing
sales proportion of the Group, alongside contributing to
the Group’s overall profit margin.

In addition, there will be constantly emerging fresh
opportunities in the sportswear apparel market. According
to a report from global market research company, Allied
Market Research, the world sports apparel market will be
growing at a CAGR of 4.3% during the forecast period
from 2015 to 2020. For the PRC market, research by
Euromonitor International shows that the sportswear
market grew to US$25 billion in 2015, and is expected to
grow to US$40 billion by 2020. The State Council of the
PRC has issued a “National Fitness Program (2016-2020)",
which states that the total sports-related consumption
will reach RMB1.5 trillion by 2020, and the national
fitness program will become a driver for promoting the
development of the sports industry, increasing domestic
demand and forming new economic growth points. The
Group will take advantage of its outstanding in-house
innovation capabilities, aggressively expand its sportswear
materials business, monitor consumption trends and
continue to closely cooperate with leading sportswear
brands, with an aim to capture the immense growth
potential in the sportswear apparel market.
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Management Discussion and Analysis

Regarding production capacity expansion, apart from the
continuous expansion of the production facilities in the
PRC, the Group is also committed to expanding into other
regions of the world, including Vietnam. The construction
of the manufacturing site in Vietnam is expected to
complete in 2017 and the total annual production
capacities in elastic fabric and elastic webbing of the
Group will be expected to be increased by approximately
25% to 30%, as compared to the relevant capacities as
of 31 December 2015. Establishing production facilities
in Vietnam will allow the Group to benefit from cost
advantages including labour and transportation costs,
strengthen its business collaboration with customers who
are currently having their presence in Vietnam, and enjoy
favourable conditions for intra-regional trade and tariff
reductions. Upon compliance of the relevant regulatory
requirements, the Group is also expected to enjoy local tax
incentives including total waiver for profits tax for the first
two profitable years, followed by half profits tax rate for
the subsequent four years.

Looking ahead, despite the challenges brought on by the
volatile global economy and retail markets, Best Pacific
will respond to market changes by delivering innovative
concepts in a swift manner, thus maintaining business
growth amid of the period of industry integration. The
Group will be committed to strengthening cooperation
with its existing customers by reinforcing its one-stop
solutions business strategy, while actively exploring new
business opportunities to achieve sustainable long term
returns for its shareholders.
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Disclosure of Interests

DISCLOSURE OF INTERESTS — DIRECTORS’
AND CHIEF EXECUTIVE'S INTERESTS

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

As at 30 June 2016, the interests and short positions
of the directors (the “Directors”) and chief executive
of the Company in the shares, underlying shares and/or
debentures (as the case may be) of the Company or any of
its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFO")) which
were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions
of the SFO) or which were required to be entered into the
register required to be kept by the Company under Section
352 of the SFO or which were otherwise required to be
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) set out in Appendix
10 to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), were set out below:
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1) The Company n ZAE27
Number Approximate
of shares/ percentage of
Long/ underlying shareholding
Name of Director short position Capacity shares  Notes (%)
L R
EEps i/ %R 54 ROHE  ME BABD (%)
Mr. Lu Yuguang Long position Beneficial owner 1,500,000 1
EEAEE e ERHEAA
Long position Beneficial owner 1,500,000 2
e EREAA
Long position Interest held by his
controlled corporation 637,500,000 3
e HEXEERANER
640,500,000 62.37
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Disclosure of Interests
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Number Approximate
of shares/ percentage of
Long/ underlying shareholding
Name of Director short position Capacity shares  Notes (%)
K5,/ 16 BR
- i/ %R 56 ROEE K BAED (%)
Mr. Zhang Haitao Long position Interest held by his spouse 2,676,000 4
RERLE HE HEBHANER
Long position Interest held by his
controlled corporation 75,000,000 5
HE AR EER AR
77,676,000 7.56
Ms. Zheng Tingting Long position Beneficial owner 1,000,000 1
BEELt e BREAA
Long position Beneficial owner 1,676,000 6
HE BaREAA
Long position Interest held by her spouse 75,000,000 7
HE HECEBRAMER
77,676,000 7.56
Mr. Wu Shaolun Long position Beneficial owner 1,500,000 1
RUmEE e ExAA
Long position Beneficial owner 1,500,000 8
e ExAA
Long position Interest held by his
controlled corporation 37,500,000 9
e HEXEERANER
40,500,000 3.9
Notes: BEE
1. These shares represented the underlying shares under 1. ZERMIBEARRBRBEAABGAA

the outstanding options granted by the Company on
19 May 2014 pursuant to the pre-IPO share option
scheme (the “Pre-IPO Share Option Scheme”)
of the Company, details of which are set out in the
section headed “Share Option Schemes” in this
report.
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Disclosure of Interests
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These 1,500,000 ordinary shares were issued by
the Company to Mr. Lu Yuguang (“Mr. Lu”) upon
exercise of his share options granted under the Pre-
IPO Share Option Scheme during the six months
ended 30 June 2016.

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

These shares represented 1,676,000 ordinary shares
held by Ms. Zheng Tingting (“Ms. Zheng”), an
executive Director and the spouse of Mr. Zhang
Haitao (“Mr. Zhang"”), and 1,000,000 underlying
shares under the outstanding options granted by
the Company to Ms. Zheng pursuant to the Pre-IPO
Share Option Scheme. Under the SFO, Mr. Zhang
was deemed to be interested in such shares and
underlying shares.

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

These 1,676,000 ordinary shares were held by Ms.
Zheng upon exercise of her 1,000,000 share options
granted under the Pre-IPO Share Option Scheme
and acquisitions of 676,000 shares from the market
during the six months ended 30 June 2016.

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

These 1,500,000 ordinary shares were issued by the
Company to Mr. Wu Shaolun (“Mr. Wu") upon his
exercise of 600,000 share options and 900,000 share
options during the year ended 31 December 2015
and the six months ended 30 June 2016 respectively.

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

1,500,000 @A Ty E IS k4
([BEXE]) REBEE-_ZT— X E XA
=TAIEANEASMTEEREE X
N E R B ERT B E R E A E
BFER AN AR B4R E LA -

#%637,500,000/% & 3 A% B3 Grandview
Capital Investment Limited
([Grandview|) 568 + %A A H
EXEERA - BEFSH LIS K
B - B % AWK AR GrandviewfT#
BHZERMNTHEARER -

ZERMESEEZE (82t ])
(MTEERREFERE ([REE])
R B (R) FT# B #91,676,0000% & &
MR ARG E X A MRS R
S8 AR B T 1 (M AR 1T 5 O B A A
TH T #91,000,0000% 48 BE AX 17 » 1R 4%
BERHAEED - RAEEWRBNZ
SR MR DGR -

#%75,000,000/% & 38 A% f1 Sunbrilliant
Capital Investment Limited
([Sunbrilliant)) £5 - Mz A FHA
REAXZERE - BREEFHFRBAEK
Bl SRR RPASunbrilliantPr#
BZERO R EAER

#1,676,000% & i@ I% T 8 22 T A &
E-E-XENA=THIEANEA
EESRER i3 F=N/N S-S g
=HEIE R 91,000,0000% BE AR 2 8
Mi5EE676,0000 DA °

BT+t ARRBRITEERITRE
HELENEEB BEZLALEE
fEfl o B4 3R AR £l 55518
Bt 5% AT 42 K B SunbrilliantPr # & &9
75,000,000/% & @A R A xS o

21,500,000 @B T R D e k&
([REE) REE-_Z—RFE+
A=+ HULEFEREBE-_Z X F
NA=Z+TBHIEARBEABESRIITE
600,00017 H % # $2900,00017 & A%
R R ARRB BB RALE -

#%37,500,000/% & i@ A% B3Lakefront
Capital Investment Limited
([Lakefront])FHE * MZAFAR
EEZERE REFHFLBPER
B - RIAEEWR B LakefrontFTiEH
BZERMDPHEER
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(D] Associated Corporation (within the meaning of
the SFO)

Grandview Capital Investment Limited

Disclosure of Interests
WE S P 25

() HEEEE (ERAEBSRPERH)

Granadview Capital Investment Limited

Approximate
percentage of

Long/short Number of shareholding

Name of Director position Capacity shares (%)

R

EENE W ORR 56 RO EE A E D (%)

Mr. Lu Yuguang Long position Beneficial owner 10,001 100
VS vt "R ExSEBEA

Save as disclosed above, as at 30 June 2016, none of
the Directors or chief executive of the Company had
any interests or short positions in the shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO), or were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein,
or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

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

As at 30 June 2016, so far as was known to the board of
Directors (the “Board”) of the Company, the following
persons/entities (other than the Directors or chief executive
of the Company) had, or were deemed to have, interests
or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under
Section 336 of the SFO:
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Disclosure of Interests
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Number of Approximate
shares/ percentage of
Name of substantial Long/short underlying shareholding
shareholder position Capacity shares Notes (%)
g R
B R 5 BHES T
FERREH ¥, %R 4v) HE  E (%)
Grandview Capital Long position Beneficial owner
Investment Limited WA BEHEERA 637,500,000 1 62.08
Sunbrilliant Capital Long position Beneficial owner
Investment Limited 5= EnEAA 75,000,000 2 7.30
Notes: Mzt -
1. Grandview was wholly owned by Mr. Lu, an executive 1. GrandviewlH AR FIITE SR E R E T

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

2. Sunbrilliant was wholly owned by Mr. Zhang, an executive
Director and the Chief Executive Officer of the Company and
Mr. Zhang was deemed to be interested in the 75,000,000
ordinary shares of the Company held by Sunbrilliant pursuant
to the SFO. Ms. Zheng, an executive Director, is the spouse
of Mr. Zhang and was accordingly deemed to be interested in
the 75,000,000 ordinary shares which Mr. Zhang was deemed
to be interested in for the purposes of the SFO. Mr. Zhang's
and Ms. Zheng’s respective 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".

Save as disclosed above, as at 30 June 2016, the Board
was not aware of any other persons/entities (other than
the Directors and chief executive of the Company) who
had interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to
the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO or which
were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

E2EHE MBEEFRBEERN &
50 4 W 18 A A Grandview T 5 A B AR A 7
637,500,000 LB R HEAED - BEiLE
PRRDERERSE IR ARE [REEE -2
REBITBABRRD - HBERD R SiE
HFMERSRAR | —EHE -

2. SunbrilliantB AR A RITTE B3R 1THRAEH R
EE2EWE MBEIELFLRBEEG -
SRR AR SunbrilliantPTi A B4R A 7
75,000,000k E@E A HEAERE - ITE
EB LT AREENES  EMBEES K
HEIEOIER ARRACEWR A EA D
75,000,000/ L @A A S o REER
B ZaRBRMO TR RARE [#
HEE -BEERTETHRAERRD - 1
K s EENERS AR | — S -

BEXEBEEN R-F—AEANA=T
A EFGUTMECMRMAL B
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Share Option Schemes
fi TR i 3

The Company has adopted two share option schemes on 8 RARIERZE—NFRA/N\BRAMIEE

May 2014, namely the Pre-IPO Share Option Scheme and X PR iE=T 2l - Bl e R AR EREIRESTE

the share option scheme (the “Share Option Scheme”) MEERETE([BRESTSE] EX EMR

which is governed by Chapter 17 of the Listing Rules. AIETHEERE) -

(A) PRE-IPO SHARE OPTION SCHEME (A) BXRAFRBENBRETE
Details of movements of the share options granted HE-_FT—R"FA=THLHEA
under the Pre-IPO Share Option Scheme for the six BIEB R ARSI BRETZIRE
months ended 30 June 2016 are as follows: BIRENEHFENT -

Number of shares issuable under the share options

RERRETTUARTHRGHE

Lapsed/
Exercise Asat  Granted  Exercised  cancelled As at
price per 1January during the  during the during the 30 June
Grantee Date of grant share  Exercise period 2016 period period period 2016
R i IS
B “E-RE #i Bk BXM/ ZB-RE
BRA RitAH g TS -A-H BRI BT ## KNA=TH
(HKS)
(1)
Directors
- £
Mr.Lu Yuguang 19 May 2014 1075 19/052015- 3,000,000 - (1,500,000) - 1,500,000
ERtREE “T-mE 19/05/2019 (Note 2)
BATHA (Note 1) (Hf3E2)
(M)
Mr. Wu Shaolun 19 May 2014 1.075  19/05/2015- 2,400,000 - (900,000) - 1,500,000
RORAEE —T-mE 19/05/2019 (Note 3)
nA+AA (Note 1) (Mi3E3)
(M)
Ms. Zheng Tingting 19 May 2014 1.075  19/05/2015- 2,000,000 - (1,000,000) - 1,000,000
Bt “Z-ME 19/05/2019 (Note 4)
RATNA (Note 1) (M)
(M)
Employees of the
Group
rEEREE
in aggregate 19 May 2014 1.075  19/05/2015- 11,132,000 - (2,175,000) - 8,957,000
ECE “Z-ME 19/05/2019 (Note 5)
nA+AA (Note 1) (Hi3E5)
(FzE1)
Grand Total: 18,532,000 - (5,575,000) - 12,957,000
R
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Share Option Schemes
i

(B)

32

Notes:

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

period:
(@) 20% of the share options are exercisable
from the date of the first anniversary of the
date of grant (i.e. on or after 19 May 2015);
(b) 30% of the share options are exercisable
from the date of the second anniversary of
the date of grant (i.e. on or after 19 May
2016); and
() 50% of the share options are exercisable
from the date of the third anniversary of the
date of grant (i.e. on or after 19 May 2017).
() The weighted average closing price of the Company’s

shares immediately before the dates on which these
share options were exercised was approximately
HK$4.79 per share.

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

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

(5) The weighted average closing price of the Company’s
shares immediately before the dates on which these
share options were exercised was approximately
HK$5.06 per share.

SHARE OPTION SCHEME

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

G

(1) REFBXAMBESHBERETSRH
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(@) 20%BREANERHBAHE
—RFEHRE (BT —1F
EA+TAREZE) 171E

(b)  30%WBREANERHBHE
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TAtThRSEZE) 17E &

(©) 50%BAER R AME
SEFEAR (B -2 —+F
AA+TAREZR) 171

(2) EZERZEBREETREBRNARXE

Bt 69 hoAE F U 8 7 A B A4 79
BT °

(3) 22#£900,0001) IE AR EETE E A A
ARERBA BT ERETRS17E
7": o

(4) 241,000,000 B EETFEER
A2 B AR B0 W B R B ARS. 1078
5T o

(5) EERZEERERTEEARARQR
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Corporate Governance Code and Other Information

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Board is of the view that throughout the six-month
period ended 30 June 2016, the Company has complied
with the code provisions as set out in the Corporate
Governance Code contained in Appendix 14 to the Listing
Rules.

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code contained in
Appendix 10 to the Listing Rules as the guidelines for the
Directors’ dealings in the securities of the Company. Upon
specific enquiries made to all the Directors, each of them
has confirmed that he/she has complied with the required
standards set out in the Model Code for the six months
ended 30 June 2016 in relation to his/her securities
dealings, if any.

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

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities
during the six months ended 30 June 2016.
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Corporate Governance Code and Other Information

e SRRV E NN g

DISCLOSURE PURSUANT TO RULE 13.21 OF
THE LISTING RULES

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

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

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

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

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

As of the date of this interim report, Mr. Lu is the
Chairman of the Board and an executive Director as well as
the controlling shareholder of the Company, holding direct
and indirect interests in 640,500,000 shares and underlying
shares of the Company, representing approximately
62.28% of the issued share capital of the Company as at
the date of this report, and is treated as the single largest
shareholder of the Company.

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

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of
HK7.3 cents per ordinary share for the six months ended
30 June 2016 (the “Interim Dividend”). The Interim
Dividend is expected to be paid on or after Tuesday, 13
September 2016 to all shareholders whose names appear
on the register of members of the Company on Friday, 2
September 2016.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from Tuesday, 30 August 2016 to Friday, 2 September
2016 (both days inclusive) for the purpose of determining
the entitlement to the Interim Dividend. In order to be
qualified for the Interim Dividend, unregistered holders
of shares of the Company should ensure that all share
transfer documents accompanied by the corresponding
share certificates are lodged with the Company's branch
share registrar in Hong Kong, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong for registration not later than 4:30 p.m. on Monday,
29 August 2016.
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Corporate Governance Code and Other Information

e SRRV E NN g

REVIEW OF INTERIM RESULTS

The unaudited condensed consolidated results of the
Group for the six months ended 30 June 2016 have been
reviewed in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified
Public Accountants, by Deloitte Touche Tohmatsu,
certified public accountants in Hong Kong, and the Audit
Committee of the Company has no disagreement.

AUDIT COMMITTEE

The Audit Committee of the Company, comprising the
three independent non-executive Directors (being Mr. Sai
Chun Yu, Mr. Cheung Yat Ming and Mr. Ding Baoshan),
has reviewed with management the unaudited condensed
consolidated financial statements of the Group for the
six months ended 30 June 2016 and internal control
procedures of the Group, and discussed the relevant
financial reporting matters.

By order of the Board
Lu Yuguang
Chairman

Hong Kong, 15 August 2016
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Report on Review of Condensed Consolidated Financial Statements

Deloitte
=)

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

INTRODUCTION

We have reviewed the condensed consolidated financial
statements of Best Pacific International Holdings Limited
(the “"Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 39 to 76,
which comprise the condensed consolidated statement
of financial position as at 30 June 2016 and the related
condensed consolidated statement of profit or loss and
other comprehensive income, statement of changes in
equity and statement of cash flows for the six-month
period then ended, and certain explanatory notes. The
Main Board Listing Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to
be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA"). The directors
of the Company are responsible for the preparation and
presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these condensed consolidated
financial statements based on our review, and to report
our conclusion solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this
report.

BEBEERERAR / —E—R"EHHEE

AT 3 k£ B 2 AR 2 B e o

BEBRERERERARNESE
(REEHELMAE BRI 7))

5]

EEDEHENEIORTHBRBE R
ERARIEAR]RENB AR (A TH
HEEE])WEBEREMERE  EFE
HERZE—NENA=THHBEREAHE
AR NEZZE 1E/NE A HIRE R 48 RE 55 R
e kEMEEmKEER BEE2HERNK
MERMERARETHRENTE - BEHER
SMBERARERFESF EMARBREFF H
PEERGBREANREMNBAFTEEPRBBIEX
WERBEASTMAS([HESFTHMAE])E
MR BSEI(TEESETER ] )FE3458
[FHIBI B ®RE ] BERAREZEERED
Bt EREAR R 2N L EFLRIEE
PEHRE EENETRREETSENENY
WEBPRGE R ERRIELER - BTER
EwERBRHBELREGRR & BT (HEA
—(E%8) RE  ETAEMERNEN - &
EWARARE R AR LT E A A T AE
EREEREZEREL -

][/

2/



Report on Review of Condensed Consolidated Financial Statements

A 0 kA 2 A 2 B e o

SCOPE OF REVIEW

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

CONCLUSION

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

15 August 2016
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Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

7 W3 4 2t o LAt 2 i WA B 5

For the six months ended 30 June 2016 (unaudited) HE —E—NENA=1+HIENEAR CGRESERZ)

Six months ended

BZUTHHIEAEA
30.6.2016 30.6.2015
I PAY:S —T-hF
AHA=t+H ~A=18
Notes HK$'000 HK$'000
B aE FTET AT
(unaudited) (unaudited)
(REEZ) (REFER)
Revenue WA 4 1,121,615 911,424
Cost of sales HEMAR (742,055) (626,698)
Gross profit EH 379,560 284,726
Other income HAKA 20,697 21,980
Other gains and losses H e 2 B 18 9,639 5,724
Selling and distribution expenses HERDHER (57,684) (46,096)
Administrative expenses TR (81,357) (62,723)
Research and development costs MEEH (26,474) (21,411)
Share of result of a joint venture DMEEEREREER 2,401 -
Finance costs BB A (14,797) (13,042)
Profit before taxation [ F5 Bl A 5 231,985 169,158
Income tax expense FrS RS2 6 (40,192) (31,510)
Profit for the period HARE S A 191,793 137,648
Other comprehensive (expense) income Hft2mE (BH) W%
Items that may be reclassified Hig st B HE
subsequently to profit or loss: BahyEA -
Exchange differences arising on BEBINEBEER
translation of foreign operations bEH =R (44,240) 191
Share of translation reserve of DMEEERE
a joint venture BB (153) -
Fair value gain on available-for-sale At ESREER
financial assets NHE W 13 120
Other comprehensive (expense) income HiRAEMt2E (BH)
for the period Wz (44,380) 311
Total comprehensive income for the KABEEABLEERRA
period attributable to owners of 2HE WA E
the Company 147,413 137,959
Earnings per share BRAEF 8
Basic (HK cents) 2R (B) 18.75 13.51
Diluted (HK cents) B8 (B) 18.59 13.33
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Condensed Consolidated Statement of Financial Position
i W 55 & I BRI 3R

As at 30 June 2016 (unaudited) R =—ZE—NEXA=1+H (CREHEX)

30.6.2016 31.12.2015

—E-RE —T-hF
~B=+H +=-A=+—H
Notes HK$'000 HK$'000
FEE FET FHT
(unaudited) (audited)
(REERZ) (2Ez)
Non-current assets FREBEE
Property, plant and equipment Y - BB R&E 9 1,061,482 1,034,611
Interest in a joint venture NEBPHERREZ 12,423 10,175
Prepaid lease payments TR ERK 38,721 39,983
Deposits e 104,266 33,733
Available-for-sale financial assets AtHESREE 14 29,436 2,522
Deferred tax assets BEERIAEE 6,716 3,319
1,253,044 1,124,343
Current assets RBEE
Inventories T8 405,624 364,838
Prepaid lease payments TEAERK 936 955
Trade and bills receivables B 5 RBGRIA & E W EE 10 425,782 468,170
Other receivables, deposits and HAabfEWTIE « e &
prepayments TETFRIE 44,496 29,259
Amount due from a joint venture JEW A &b EFTR 12,028 4,778
Derivative financial instrument TSI A 15 10,484 1,046
Pledged bank deposits EHEARITER 73,239 37,647
Short term bank deposits FEHRRITIF K 189,998 242,430
Bank balances and cash RITHEBR KRR 516,497 627,293
1,679,084 1,776,416
Current liabilities REEE
Trade payable B RN IE 11 101,120 123,813
Bills payable ANEE 11 250,837 264,925
Other payables and accrued charges — Efh fE 518 & fEsH & B 139,127 133,505
Amount due to a joint venture BN E&EDERIE 3,988 2,745
Bank borrowings B|ITEK 12 197,226 588,157
Obligations under finance leases AR E A 8,715 11,427
Derivative financial instrument PTHESmI A 15 3,639 323
Tax payable JEB TR 43,782 24,011
748,434 1,148,906
Net current assets REEE S 930,650 627,510
Total assets less current liabilities #AEERAEBEE 2,183,694 1,751,853
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Condensed Consolidated Statement of Financial Position
i &5 & BRI AR

As at 30 June 2016 (unaudited) R=Z—XNENA=1H (KR&EEK)

30.6.2016 31.12.2015
ZE-RE “E—hEF
ANA=tH +=-A=+—H
Notes HK$'000 HK$'000
BaE FET FET
(unaudited) (audited)
(REEZ) (FE2%)
Non-current liabilities FREEE
Bank borrowings |ITENK 12 358,244 =
Obligations under finance leases A FH S e 2,492 5,931
Deferred income PRI A 8,692 6,978
369,428 12,909
Net assets BEEFEE 1,814,266 1,738,944
Capital and reserves ERR G
Share capital N 13 10,269 10,213
Reserves =B 1,803,997 1,728,731
Total equity attributable to VNG ¥ =N
owners of the Company b Er g k] 1,814,266 1,738,944

The condensed consolidated financial statements on pages FIETENBREa U BHREREESTEN

39 to 76 were approved and authorised for issue by the —E-RFENATHRB#EREETIZERE
Board of Director on 15 August 2016 and are signed on its WTHRKREE
behalf by:
Lu Yuguang Zhang Haitao
EEX RER
Chairman Executive Director
FiE HITEE
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Condensed Consolidated Statement of
Changes in Equity
SR A RE SR A B R

For the six months ended 30 June 2016 (unaudited) EZ —Z— ~FNA=THIENEAR (REFX)

Attributable to owners of the Company

RAFEEAEL
Investment PRC Share
Share Share  revaluation Other Special  statutory Translation options  Retained
capital  premium  reserve  reserve  reserve  reserve  reserve  reserve profits Total
REEf FEEE
RE  RHVEE i RfRE  KARE fE RERE BRERE REE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn Ti#n Ti#n T#n T#x THT Ti#n Ti#n Ti#n T#n
(Note a) (Note b) (Note ¢)
(Fizka)  (Wfstb) (FzEc)
At 1 January 2016 (audited) R=Z-~"¥-F-A
(E8) 10213 547,958 (479) 106,715 (13,070) 86,745 (38,610) 17837 1,021,635 1,738,944
Profit for the period R - - - - - - - - 191,793 191,793
Exchange differences arising on BESNEBRELY
trandlation of foreign operations ERER - - - - - - (4420 - - (44240)
Share of translation reserve of a PMERELFAERE
joint venture - - - - - - (153) - - (153)
Fair value gain on available-forsale  AIAtHES AR
financial assets DFERE - - 13 - - - - - - 13
Other comprehensive income (expense) B3 E-ftr 2 EZ
for the period (BR) - - 13 - - - (4439 - - (44380)
Total comprehensive income (expense) SR EE (BF)
for the period k] - - 13 - - - (44,393) - 191,793 147,413
Issue of new ordinary shares BAARANLAR
of the Company (Note 13) (FE13) 56 14,219 - - - - - (8.282) - 5,993
Recognition of equity-settled share ~ BRRELERNA
based payments (Note 18) ER{I31 (Fi19) - - - - - - - 3,745 - 3,745
Dividends recognised as BERHREORE
distribution (Note 7) (WizE7) - - - - - - - - (81,829) (81,829)
At 30 June 2016 (unaudited) R=Z-R"EXB=TA
(REEH) 10,269 562,177 (466) 106,715 (13,070) 86,745 (83,003) 13,300 1,131,599 1,814,266
At 1 January 2015 (audited) R_E-1%-A-B
(%) 10,188 542,655 (104) 106,715 (13,070) 62,915 90,540 8,800 808,139 1,616,778
Profit for the period el - - - - - - - = 137,648 137,648
Exchange differences arising on BENEBREL
translation of foreign operations EHEE - - - - - - 191 - - 191
Fair value gain on avallable-forsale  AIEHESREEH
financial assets NTERE = = 120 = = - - - - 120
Other comprehensive income il ueallen
for the period - - 120 - - - 191 - - 3N
Total comprehensive income B2 ENHER
for the period - - 120 - - - 191 - 137,648 137,959
Issue of new ordinary shares BAARANLAR
of the Company (Note 13) GiR3E) 2 4541 - - - = = (2,364) = 2,197
Recognition of equity-settled BARELERN A
share based payments (Note 1) ER{I3 (Fi8) - = = = = = S 6,375 = 6,375
Dividends recognised as BERHRERE
distribution (Note 7) (RitzE7) - - - - - - - - (50939 (50,939
At 30 June 2015 (unaudited) R=E-R%E~A=1H
(REBER) 10,208 547,196 16 106,715 (13,070) 62,915 90,731 12,811 894,848 1,712,370
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Notes:

Condensed Consolidated Statement of

Changes in Equity
fH AR G R 2 B3R

For the six months ended 30 June 2016 (unaudited) HE —E—NENA=1+HIENEAR CGRESERZ)

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

Several subsidiaries of the Group provide financial guarantees
to its related companies, the fair value of the financial
guarantee is recognised as deemed distribution to the
shareholders at initial recognition.

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

i AR A Bl a iR

For the six months ended 30 June 2016 (unaudited) #Z —Z— XF/NA=1THILNEA (REFX)

Six months ended

BZEUTHHIEAREA
30.6.2016 30.6.2015
—E-REF —ZT-hHF
AB=tH NA=+A
HK$'000 HK$'000
FET FHT
(unaudited) (unaudited)
(REEERZ) (REER)
NET CASH FROM OPERATING ACTIVITIES RETHABREFH 209,957 189,909
INVESTING ACTIVITIES RERE
Placement of pledged bank deposits e ERRITIER (87,840) (35,376)
Withdrawal of pledged bank deposits B ERRITIER 50,928 58,675
Interests received B U F S 10,430 3,360
Purchase of available-for-sale financial assets BERHHESREE (27,324) -
Addition of property, plant and equipment BEWE  BEMEE (177,593) (59,613)
Proceeds on disposal of property, HEME - BE &&E
plant and equipment Fr{S50IE 452 -
Placement to short term bank deposits with FHRREIABE=EAZ
original maturity over three months R EAERITIF X (663,569) (389,336)
Withdrawal of short term bank deposits with  1REVREIEARBE=EA 2
original maturity over three months 5 ERERITIF X 712,025 344,240
NET CASH USED IN INVESTING ACTIVITIES  R&EENFT AR & FE (182,491) (78,050)
FINANCING ACTIVITIES BMEEE
Dividend paid ERIRE (81,829) (50,939)
Interest paid ERFE (13,938) (13,042)
Proceeds from issue of new shares BTN FTIS SRR 5,993 2,197
New syndicated loan raised FGIRE BN 413,005 -
New bank borrowings raised FTGIRITIER 192,502 334,636
Repayment of syndicated loan BEREER (279,835) -
Repayment of bank borrowings BERITER (358,359) (379,867)
Repayments of obligations under finance lease {E3& gt &THEFIE (6,151) (12,396)
NET CASH USED IN FINANCING RMEEBAREREHE
ACTIVITIES (128,612) (119,411)
NET DECREASE IN CASH AND RERRSEEUWRD
CASH EQUIVALENTS EE (101,146) (7,552)
CASH AND CASH EQUIVALENTS AT HIZz2HER
BEGINNING OF THE PERIOD HEeEEEY 627,293 94,793
EFFECT OF FOREIGN EXCHANGE RATE EREE o HE
CHANGES (9,650) 88
CASH AND CASH EQUIVALENTS AT END HAZEHSREBESZEY -
OF THE PERIOD, represented by bank RITESR MR K
balances and cash 516,497 87,329
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Notes to the Condensed Consolidated Financial Statements

T W o 15 S 25 R B

For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

GENERAL INFORMATION

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

The address of the registered office and principal
place of business of the Company are disclosed in
the Corporate Information section of the interim
report. The principal activities of the Group are
manufacturing and trading of elastic fabric, elastic
webbing and lace.

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

BEBEERERAR / —E—R"EHHEE
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Notes to the Condensed Consolidated Financial Statements
5 WA 5 6 o 5 e B

For the six months ended 30 June 2016 & & =& —/XF <

46

BASIS OF PREPARATION

The condensed consolidated financial statements
of the Group for the six months ended 30 June
2016 have been prepared in accordance with the
applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities
on the Stock Exchange and with Hong Kong
Accounting Standard (“HKAS") 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the
“"HKICPA").

PRINCIPAL ACCOUNTING POLICIES

In the current interim period, the Group has applied,
for the first time, certain amendments to Hong
Kong Financial Reporting Standards (“HKFRSs")
issued by the HKICPA that are mandatorily effective
for the accounting period beginning on or after 1
January 2016.

The application of the amendments to HKFRSs
in the current interim period has had no material
effect on the amounts reported in these condensed
consolidated financial statements and/or disclosures
set out in these condensed consolidated financial
statements.

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

Except as described below, the accounting
policies and methods of computation used in the
condensed consolidated financial statements for
the six months ended 30 June 2016 are the same
as those followed in the preparation of the Group’s
consolidated financial statements for the year ended
31 December 2015.

A
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Notes to the Condensed Consolidated Financial Statements

T W o 15 S 25 R B

For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

PRINCIPAL ACCOUNTING POLICIES
(Continued)

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

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

BEBEERERAR / —E—R"EHHEE

3.

TESTHBE (&)

HRYEBERTHARTE LD
FETRER EAENA HHERANE
BEREZFERERANRERERLR
BBINZREREBARE(EE
MPTETE  REJ|ESHKR - 9IRK
AABREMR 2 AR AR R E -

MEAAINENERMEEMS » BIE
FReRIREEREERALUSE
BERBTMSERERFHEBOMER
REeREBRERNERAE - A
BEBE TSR ARARRED -

47



Notes to the Condensed Consolidated Financial Statements
5 WA 5 6 o 5 e B

For the six months ended 30 June 2016 & & =& —/XF <
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SEGMENT INFORMATION

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

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

o Manufacturing and trading of elastic fabric
and lace

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

o Manufacturing and trading of elastic
webbing

This segment derives its revenue from
manufacturing and trading of elastic
webbing made from synthetic fibres that are
commonly used as shoulder straps, lingerie
trims and waistbands.

7 EEF
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HOBRAXEBERENEES
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

4. SEGMENT INFORMATION (Continued)

Segment revenue and results

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

For the six months ended 30 June 2016

(unaudited)

7 EER ()

p PN ES

AT RAEBIRIEE KA R E D 55
2 HURA R BT ¢

BE-ZE-A"FXA=Z+tHLAEA
(REER)

Manufacturing Manufacturing
and trading of  and trading of

elastic fabric elastic
and lace webbing Total
BEREE
A BEREE
ERRE# et eg s st
HK$'000 HK$'000 HK$'000
FET FTET TR
Segment revenue from REINREFH)
external customers DEWA 735,303 386,312 1,121,615
Segment profits DEE 153,243 91,525 244,768
Unallocated other income ROBEMUTA 11,822
Unallocated other gains and losses k% AR E fh s 5 & 548 9,639
Unallocated corporate expenses KOO ERY (21,848)
Finance costs A& RN (14,797)
Share of result of a joint venture ~ D{hAREEE 2,401
Profit before taxation BB 231,985

BRERZERERAR / —T—REFhHRE
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4.

For the six months ended 30 June 2016 HE T — NFA=+HIENEAR
SEGMENT INFORMATION (Continued) 4. DEER (&)
Segment revenue and results (Continued) DEBMAREE (2)
For the six months ended 30 June 2015 (unaudited) HE_T—AF~A=THLEAREA
(ﬂi%%%’f?)
Manufacturing ~ Manufacturing
and trading of and trading of
elastic fabric elastic
and lace webbing Total
BIEEY) BEREE
R R E A BB fEt
HK$'000 HK$'000 HK$'000
FAET FET FAT
Segment revenue from REIINARER
external customers RPA 590,577 320,847 911,424
Segment profits 288 A 98,197 77,109 175,306
Unallocated other income RO EEAMBA 16,910
Unallocated other gains and losses A% B E fth U 25 M 518 5,245
Unallocated corporate expenses RO BE ML (15,261)
Finance costs & R A (13,042)
Profit before taxation R B8 BT v ) 169,158
The accounting policies of the operating and gwxaﬁ—jg&i/ he st s AL
reportable segments are the same as the Group’s ol

50

S 5 i T ik

accounting policies. Segment profits represent
the results of each segment without allocation
of corporate items including mainly bank interest
income, rental income, net foreign exchange gain/
loss, change in fair value of derivative financial
instruments, corporate expenses and finance costs.
Corporate expenses include directors’ remuneration
paid or payable by the Group, equity-settled share-
based payments and certain administrative expenses
for corporate functions. This is the measure
reported to the CODM for the purposes of resource
allocation and performance assessment.
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SEGMENT INFORMATION (Continued)

Segment assets and liabilities

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

As at 30 June 2016 (unaudited)

Notes to the Condensed Consolidated Financial Statements

T W o 15 S 25 R B

For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

4. DEER (&)
ABEERAMR
AT RARERIEE RARE D F
DOEERABAN :
R=B—AEANAZ=+H CREER)

Manufacturing
and trading of

Manufacturing
and trading of

elastic fabric elastic
and lace webbing Total
HEREE
BHAY HEREE
R R E# B s
HK$'000 HK$'000 HK$'000
FERT FERx FET
ASSETS BE
Segment assets DEEE 1,596,536 473,508 2,070,044
Property, plant and equipment YE - R NERE 3,862
Available-for-sale financial assets ~ A[{tHESFIEE 29,436
Deferred tax assets EERIEEE 6,716
Interest in a joint venture NEBPERRERS 12,423
Derivative financial instrument THESRTIA 10,484
Other receivables, deposits and Hofh U FKIE -
prepayments e MIBNFIA 19,429
Pledged bank deposits EIKIRRITIER 73,239
Short term bank deposits K EIRITIE K 189,998
Bank balances and cash RITHEBRASE 516,497
Total assets EERBE 2,932,128
LIABILITIES afF
Segment liabilities DEEE 344,480 157,809 502,289
Other payables and Hoth T FRE K
accrued charges JEETE A 1475
Derivative financial instrument TESRMTE 3,639
Bank borrowings RITIER 555,470
Obligations under finance leases BETHEAIE 11,207
Tax payable JESTIA 43,782
Total liabilities BfERE 1,117,862

BRERZERERAR / —T—REFhHRE
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For the six months ended 30 June 2016 HE —Z— X"F/XA=+HIL/XEA

4. SEGMENT INFORMATION (Continued) 4. DIER (&)
SHMEEREE (£)
NRZE—RAF+-A=+—08 (EFEZX)

N

Segment assets and liabilities (Continued)

As at 31 December 2015 (audited)

Manufacturing
and trading of

Manufacturing
and trading of

elastic fabric elastic
and lace webbing Total
RNEREE
A HEREE
EHEEGS 588 M A FCE
HK$'000 HK$'000 HK$'000
FET FHET FHET
ASSETS &
Segment assets DEEE 1,501,566 455,014 1,956,580
Property, plant and equipment ME - BE RSE 4,106
Deferred tax assets ERTIEEE IS
Available-for-sale financial assets ~ AJ{EHESFIAE 2,522
Interest in a joint venture NaEhENER 10,175
Other receivables, deposits and HAtbpeUsoE -
prepayments we RENTIE 15,641
Derivative financial instrument eI A 1,046
Pledged bank deposits EEBRITER 37,647
Short term bank deposits REIRITIER 242,430
Bank balances and cash RITEBRRA S 627,293
Total assets BEHBE 2,900,759
LIABILITIES &
Segment liabilities HHBEE 357,968 173,304 531,272
Other payables and ot FEATFRIE K&
accrued charges fESTE R 694
Derivative financial instrument TESmIA 323
Bank borrowings RITIEK 588,157
Obligations under finance leases EETEAE 17,358
Tax payable FEFTHIA 24,011
Total liabilities BREEH 1,161,815
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For the six months ended 30 June 2016 & —Z— XFEXA=FTHIL~NEA

4. SEGMENT INFORMATION (Continued)

Segment assets and liabilities (Continued)

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

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

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

BEBEERERAR / —E—R"EHHEE

2EER (@)

N

R
fic

5 1%

THEERER (&)

DEEON DA RENEIRD
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For the six months ended 30 June 2016 HE—ZE— XFXA=+HILEA
PROFIT BEFORE TAXATION 5. BR&ADZF
Six months ended
BZEUTHHIEAEA
30.6.2016 30.6.2015
—E-RE —ET—hHF
AA=tH NA=+H
HK$'000 HK$'000
FET T
(unaudited) (unaudited)
(REEZ) (REEZ)
Profit before taxation has been arrived  BRFATHEFIE K (Bt A)
at after charging (crediting): TF| &8 :
Depreciation of property, M - BE REETE
plant and equipment 59,667 63,739
Amortisation of prepaid lease payments  FE/< 8 &< 2k 5 475 506
Cost of inventories recognised as RERASZNFEERAR
an expense 742,055 626,698
Including: allowance for (reversal of B RETFTERE
allowance for) obsolete (R (F9sE)
inventories (Note) 11,653 (988)
Bank interest income HITHFEUA
(included in other income) (Gt AEAMUA) (10,434) (14,720)
Gross rental income from properties YN EUA25E
(included in other income) (Gt AE MU A) - (304)
Government grants B (GrAEMUYA)
(included in other income) (7,502) (1,823)
Proceeds from sales of scrap materials THE BEEL TS F0E
(included in other income) (Gt AEAMUA) (2,524) (3,631)
Change in fair value of derivative PTESRIEZ N EEE)
financial instruments (FrAEAM YR KR E51E)
(included in other gains and losses) (6,122) -
Net foreign exchange gain HNDE s 2 SRR
(included in other gains and losses) (Gt AH A R E18) (3,517) (5,245)
Equity-settled share based payments PR AEEE RS D AR
(included in administrative expenses) FtATTHRX) 3,745 6,375

54

Note:

During the six months ended 30 June 2015, certain

slow moving inventories, which were previously
written down, were utilised or sold. Therefore,
reversal of allowance for obsolete inventories was

recognised to profit or loss.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 & —Z— XFEXA=FTHIL~NEA

INCOME TAX EXPENSE 6. FTEHRMX
Six months ended
BEUTHHLEARMEA
30.6.2016 30.6.2015
—E—-RF —ET—hHF
AA=1+H ANA=1H
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REER) (REEFEZ)
Current tax: Eﬂﬂ’yﬁﬁlﬁ :
Hong Kong Profits Tax BEME 26,865 6,647
The PRC Enterprise Income Tax R FTST
("EIT") (TERER ) 16,789 24,815
43,654 31,462
Deferred taxation FEIETIE (3.462) 48
40,192 31,510
Hong Kong Profits Tax is calculated at 16.5% on F B MG TR IR 2 W 8 HA T A 14 51

the estimated assessable profit for both periods.

Under the Law of the People’s Republic of China
on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, except
as described below, the tax rate of the PRC
subsidiaries is 25% during both periods.

The Company’s subsidiary, Dongguan Best Pacific
Textile Company Limited (“Dongguan BPT"),
obtained the qualification as a high and new
technology enterprise since 2010, which is now
renewing for an additional three years from financial
year 2016, and it also completed the relevant filing
requirements with the competent tax authorities.

Hence, Dongguan BPT is subject to the preferential
tax treatment and the applicable tax rate for the six
months ended 30 June 2015 and 2016 is 15%.

BEBEERERAR / —E—R"EHHEE

FERT R AIZ16.5%5HE -

REBEFEARAMBEEEMEHE
(TEERB/BE]) REEMEREE
ﬂziﬂﬂﬁ'J B T XAt & b - o BT
RAEIRZMERENRES25% -

$ AN B AR RERSBER

~E ([(REBR)) B-F— ﬁii%
SEHMEMERER BRERFE
T-NFHREREEARHEINER
=F - BETERETERBEBETK
WEERBRTE

Eit - REBRZEEEHEESE -
BE_Z—AFKE-_ZT—R"F~A=
THIEAEAMBERHREA15% °
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For the six months ended 30 June 2016 BiE —Z—/~F /A

56

DIVIDENDS

During the current interim period, a final dividend
of HK8 cents per share in respect of the year
ended 31 December 2015 (2015: HK5 cents per
share in respect of the year ended 31 December
2014) was declared and paid to the shareholders
of the Company. The aggregate amount of final
dividend declared which are paid in the current
interim period amounted to HK$81,829,000 (2015:
HK$50,939,000).

Subsequent to the end of the current interim
period, the directors of the Company have
determined that an interim dividend of HK7.3 cents
(2015: HK5.3 cents) per share will be paid to the
owners of the Company whose names appear in
the register of members on Friday, 2 September
2016.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

8. EARNINGS PER SHARE

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

based on the following data:

BRER

BTNBBEAERNRREEARIGSE
BRERREERAN

Six months ended

BZEUTHELEARER
30.6.2016 30.6.2015
—E-RF —E-hF
~A=t+AH NA=TH
(unaudited) (unaudited)

(REFR) (RIEEZ)

Earnings

Earnings for the purposes of basic and
diluted earnings per share (Profit for
the period attributable to owners of
the Company) (HK$'000)

&R
At EEREANEE

&7

Z B (AREEEA
FEMERmER) (FATT)

191,793 137,648

Number of shares

Weighted average number of ordinary
shares for the purpose of basic
earnings per share

Effect of dilutive potential ordinary shares:

o & E
At EEREARNZ
BB T8

1,022,664,326 1,018,982,244

ERR B ETE

Share options issued by the Company RRRIEITZ BEARHE 8,776,175 13,736,428
Weighted average number of ordinary R EBREERN
shares for the purpose of diluted TR T 88

earnings per share

1,031,440,501 1,032,718,672

BRERZERERAR / —T—REFhHRE
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For the six months ended 30 June 2016 BiE —Z—/~F /A

10.

58

MOVEMENT IN PROPERTY, PLANT
AND EQUIPMENT

During the six months ended 30 June 2016, total
addition to property, plant and equipment were
approximately HK$107,519,000 (six months ended
30 June 2015: approximately HK$72,335,000),
which mainly included addition of machinery of
approximately HK$68,795,000 (six months ended
30 June 2015: approximately HK$63,764,000)
and addition to construction in progress of
approximately HK$26,248,000 (six months ended
30 June 2015: approximately HK$4,458,000).

TRADE AND BILLS RECEIVABLES

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

=Mz

10.

/
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W% BERKREZD

REBEE-ZT-R"FXRNA=1THIRE

B AEYWE BMERREREAND
107,519,000 T (HHE - — R F

NA=Z+THIEARMEA : 472,335,000
B EXEEEAE#BZKIEY
68,795,000 L (BRZE T —HF X
A=+HI1/NEA : 463,764,000/%
TC) VA R ¥ 1E 12 T 72 4926,248,000
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Notes to the Condensed Consolidated Financial Statements

10. TRADE AND BILLS RECEIVABLES

(Continued)

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

at the end of each reporting period.

10.

T W o 15 S 25 R B

For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

BEZRWREAREBVRRE (4)

AT RREREHRE S EWFIR
BRERREBRAGELARRZ
BB e D AT R 0 & e B R R R
BEBLARBRZTIMNRE ST o

30.6.2016 31.12.2015

—E—REF —T—FHF
~A=+HB +=—A=+—H
HKS$'000 HK$'000
FET FET
(unaudited) (audited)
(REBERK) (FeEH%Z)

Trade receivables B B EWRIE
0 - 90 days 0—90H 370,399 431,397
91 - 180 days 91— 180H 43,076 19,930
Over 180 days BB 180H 12,307 4,901
425,782 456,228

Bills receivables EWEE

0 - 90 days 0—90H - 11,942
425,782 468,170

BRERZERERAR / —T—REFhHRE
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For the six months ended 30 June 2016 HE —Z— X"F/XA=+HIL/XEA

11. TRADE AND BILLS PAYABLES 1. EZENRERENRE
Trade payable BEZENRE
The credit period granted by the Group’s creditors AEEGBREAGTHNEERARN —E
ranges from approximately 1 month to 3 months. RZE=R - AT /REHEMNKER
The following is an aged analysis of trade payables SHMENREZZEAHZINNERR
presented based on the invoice date at the end of ST

each reporting period:

30.6.2016 31.12.2015

AT —Z-hF
AA=+H +ZA=+—H
HK$'000 HK$'000
FHT FAT
(unaudited) (audited)
(REEZ) (EEZ)
0 - 90 days 0—90H 95,908 115,899
Over 90 days #8890 H 5,212 7,914
101,120 123,813
Bills payable ANES
The following is an aged analysis of bills payable NTRENEBEREREHREERE
presented based on the date of issuance of bills at ZEHAEZMERE DT

the end of each reporting period:

30.6.2016 31.12.2015

—E-KRF —T-A%F

~A=+H +=A=+—H

HK$'000 HK$'000

FTHET FHT

(unaudited) (audited)

(REBERZ) (fe2&1%)

0 - 90 days 0—90H 180,303 179,721
91 - 180 days 91— 180H 70,534 85,204
250,837 264,925
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For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

12. BANK BORROWINGS 12. SRITER

30.6.2016 31.12.2015
—E-AF —ZT—hfF
AA=tH +=ZA=+—H
HK$'000 HK$'000
FET TET
(unaudited) (audited)
(REEX) (&%)
Unsecured syndicated loans EERREER 392,142 258,972
Unsecured bank borrowings EIRMIBITHER 163,328 329,185
555,470 588,157
Carrying amount repayable*: JEE&IRMREE :
Within one year —FR 192,107 578,816
More than one year, but not BB —FENEBME
exceeding two years 99,657 6,223
More than two years, but not HEMFE EERS
more than five years 263,706 3,118
555,470 588,157
Less: Amounts due within one year B REBBETRR—FA
and/or contain a repayment on AR SEE
demand clause shown under BRERKERIERE
current liabilities EQiE| (197,226) (588,157)
Amounts shown under non-current BB ERIIEA
liabilities 358,244 -
Carrying amount of bank borrowings AR—FREEREE
that are repayable within one year and IRBENRE RGN
contain a repayment on demand clause RITIEREREE 158,209 319,844
Carrying amount of bank borrowings HBE—FREEEES
that are repayable more than one year RERERBGETD
but contain a repayment on RITERAAREE
demand clause 5,119 9,341
163,328 329,185
* The amounts due are based on scheduled repayment @ FHARIE IR EE R W& E a9 s 2

dates set out in the loan agreements. BEBHERE -
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For the six months ended 30 June 2016 & Z =& —/NF /X

12.

62

BANK BORROWINGS (Continued)

The unsecured syndicated loan brought forward from
prior year was guaranteed by certain group companies
and the loan was to be repayable by instalments from
16 July 2014 to 16 July 2016. The loan was early
repaid in full during the six months ended 30 June
2016.

During the six months ended 30 June 2016, the
Group entered into a new facility agreement for
an unsecured syndicated loan. The new unsecured
syndicated loan is guaranteed by the Company.
The loan is to be repayable by instalments from
1 February 2016 to 1 February 2019 and the interest
rate is 2.6% plus Hong Kong Interbank Offered Rate
per annum.

The unsecured bank borrowings were guaranteed
by certain group companies, as at 30 June 2016
and 31 December 2015.

12.
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Notes to the Condensed Consolidated Financial Statements

13. SHARE CAPITAL

T W o 15 S 25 R B

For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

All shares issued rank pari passu with each other
in all aspects. The detailed movements of the
Company’s share capital are set out below:

[N
FIEERITROSEEMESFEESR
FEER - ARAIRAHEREEH
R

Number of
shares Amount
RO EE Ex-]
HK$ HK$'000
BT FTHL
Ordinary shares of HK$0.01 each FREE0 Bz EEk
Authorised: ey
At 1 January 2015, R_E-hF—-A—H"
30 June 2015, ZE-RERA=TR
1 January 2016 and “ERF-A-Ak
30 June 2016 TR E~A=TH 50,000,000,000 500,000,000 500,000
Issued and fully paid: BREITREAR
At 1 January 2015 R-Z—RF—A—H 1,018,778,000 10,187,780 10,188
Issue of shares upon exercise of WTEREREE TR
share options (Note a) (Kizza) 2,044,000 20,440 20
At 30 June 2015 (unaudited) R-E—RFA=1H
(REER) 1,020,822,000 10,208,220 10,208
At 1 January 2016 RZB—RE—HF—H 1,021,276,000 10,212,760 10,213
Issue of shares upon exercise RTEBRELRTRG
of share options (Note b) (Kiztb) 5,575,000 55,750 56
At 30 June 2016 (unaudited) R-B-R"EXA=TH
(REER) 1,026,851,000 10,268,510 10,269

Notes:

(a) In June 2015, the Company issued 2,044,000 shares
upon the exercise of share options by a director and

certain employees.

(b) In January, April, May and June 2016, the Company
issued 600,000, 154,000, 1,830,000 and 2,991,000
shares respectively upon the exercise of share options
by three directors and certain employees.

BEBEERERAR / —E—R"EHHEE

i

(a) RZZE—RAF A ARER—FE
ERETREEBTEERERRETT
2,044,0000&/% 15 °

(b) RZE—XRF—A -WMA - - AKX
B KRRaR=2E8FENETHEE
BIT{E A #E1% 9 58 17600,000 -
154,000 * 1,830,000%22,991,0000%

R e
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For the six months ended 30 June 2016 & Z —ZF—"FXA=+HILNEA

14. AVAILABLE-FOR-SALE FINANCIAL

64

14. HEESHEE

ASSETS
30.6.2016 31.12.2015
—F-xf T —0F
AA=+H +=ZA=+—H
HK$'000 HK$'000
FET FET
(unaudited) (audited)
(REBER) (&%)
Investment in a partnership, at cost (Note) HRABARIMIEE -
BN (Pi=E) 26,901 -
Unit trust denominated at USD, BAFEFENNETIE
at fair value (Note 21) MEBENEFE (FFFE21) 2,535 2,522
29,436 2,522
Note: During the six months ended 30 June 2016, the i B2 —F-RNEXA=THILXE

Group invested approximately HK$27,324,000 in
an unlisted partnership established in the PRC. The
assets are measured at cost less impairment at the
end of the reporting period because the range of
reasonable fair value estimates is so significant that
the directors of the Company are of the opinion that
their fair values cannot be measured reliably.

A AEER—REFBEKZAIEL
TABRATIRE 427,324,000/ 7T ©
BERIRE P RIER AR ERES
2 RARAEATERGBTHEELR
R RREERAEATEEET

Ei1E -

\ﬂ]

>+
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For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

DERIVATIVE FINANCIAL INSTRUMENT TTEERmIA
30.6.2016 31.12.2015
—E-XEF —E—RF
ANA=+H +=—A=1+—H
HK$'000 HK$'000
FHT FHET
Financial assets EREE
Call option RIBHARE 10,484 1,046
Financial liabilities sEas
Put option Ao HARE (3.639) (323)
Call option RIEHRE

Pursuant to a shareholders’ agreement entered
into among a wholly owned subsidiary, the other
shareholder who holds 60% equity interest
in Charming Elastic Fabric Company Limited
("Charming Elastic”), a joint venture of the
Group and Charming Elastic (“Charming Elastic
Shareholders’ Agreement”), the Group was
granted the right to be alloted additional shares
such that the wholly owned subsidiary shall
own 51% of the total issued ordinary shares in
Charming Elastic on a fully diluted basis after the
allotment, should Charming Elastic meet certain
financial performance target during the 18 months
ending 30 June 2017 or 36 months ending 31
December 2018. The call option is recognised as a
derivative financial instrument at fair value through
profit or loss by the Group. The gain on fair value
change of such call option of HK$9,438,000 for the
six months ended 30 June 2016 was recognised in
profit or loss as other gains or losses as set out in
Note 5.

BEBEERERAR / —E—R"EHHEE

BE—RE2EHBRF - Z—BBRE
(BEAEELRL L EFBRBRE SR
BRAR ([ FEBIBRHFE]) 60%K#E)
HABBRBEE LR GZE ([SE
BIRFERRGE])  T~EBERER
EREBINGGD  ZE2EWNB ARG
REREEZE2HEEEAEREABR
BESTI %N EPEEITERE - EH
EBRBENRE T —+tF A=+
BILSEASREBE-_E—\F+=
A=+—HBI36EABERA TIK
FREBE -REHEALAEERERE
NATFEBBESTENTESRT
B -REE-_T—XR"EXA=Z1+HI
NEA  ZEREBHEAFEEHN
259,438,000 TR 1B e E FERR AT
ESATEM H AL &S -
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15.

16.
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DERIVATIVE FINANCIAL INSTRUMENT 15. fTEE€®MIT A (&)
(Continued)
Put option ob AR
Pursuant to the Charming Elastic Shareholders’ BESEGBESRERZE  SENK
Agreement, subject to and conditional upon the BEFE2ENBRARKAGBEBBRIBEEN
wholly owned subsidiary becoming the Majority TERER  FERBRBTENEMBRER
Shareholder of Charming Elastic, the other ERHATTEENERANERIZEE
shareholder of Charming Elastic is entitled the right T%jﬁ IR ETEHERKENE —-F
to exercise its option to require the Group to buy TE+LA-HEZT-__FA=
out all or part of the issued shares of Charming —t— H /i S BN (o] B [ B E b R B 45
Elastic held by the other shareholder at any time BRGEBEEN 2 s E D B 3T
during the period of two years from 1 July 2020 to B o ROL R AN EB R AR
30 June 2022 at a price set out in the Charming T EFRAEBEDRTENTES/TE -
Elastic Shareholders’ Agreement. The put option REBEZZT—R"FANA=THLKHE
is recognised as a Derivative financial instrument A ZEREPELATFELHNER
at fair value through profit or loss by the Group. 3,316,000 8 TR 1B EFER B M 515
The loss on fair value change of such put option of FREm EMmaAE -
HK$3,316,000 for the six months ended 30 June
2016 was recognised in profit or loss as other gains
or losses as set out in Note 5.
PLEDGE OF ASSETS 16. EHFEE
At the end of the reporting period, the Group has RBEHKR  AEBEBETRITE
pledged certain bank deposits and equipment to FTAREE  (EAREBER THIR
secure the bank borrowings granted to and bills TEFRRBELNENZEZEAER - K
payable issued by the Group. The carrying amounts WEENREESI DT
of the assets pledged are as follows:
30.6.2016 31.12.2015
—NE —E—RF
AA=+HB +ZA=+—H
HK$'000 HK$'000
THET FHT
(unaudited) (audited)
(REEZ) (2Ez)
Pledged bank deposits BRI TR 73,239 37,647
Equipment B 40,450 50,965
113,689 88,612
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For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

17. CAPITAL COMMITMENTS 17. BEREIE
30.6.2016 31.12.2015
ZEB-RE —T-RF
RAB=tH +=ZA=+—H
HK$'000 HK$'000
FET TET
(unaudited) (audited)
(REERZ) (&%)
Capital expenditure in respect of the EAREDE  BER
addition of property, plant and JEREFTAEREER
equipment contracted but not BARRX
provided for 353,029 51,793
Capital expenditure in respect of the BAREME T HE
addition of leasehold land contracted BRI AEREHER
but not provided for BARR 40,838 -
Capital contribution to mea¥AaEE (M)
a partnership (Note) 43,275 =

Note: The investment in a partnership is recognised as an
available-for-sale financial asset in the condensed
consolidated statement of financial position as at 30
June 2016.

Wi RABAANREE T —A%ESA
=+ ReMBEA M BRRRNER
REREESHAE -

18. SHARE-BASED PAYMENTS 18. UBRMAEBRNIN

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

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

BEBEERERAR / —E—R"EHHEE

RER-_Z—NFEARNBEBAIR
BEEAARFTERAFEERNBR
S ((BRLHBEANBRES
B)) RiEkiERTE ([BREstE])
TEREERAERERIRHEAE
b 73 Bl B R A 3% RS AU T
B N RO R 81 R H &B AR ) IE AU B
HERF R +FR2H -

AT I E -
BB AHE -

B HRAEIL &
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For the six months ended 30 June 2016 HE T — NFA=+HIENEAR
18. SHARE-BASED PAYMENTS (Continued) 18. R AERK T (&)
The table below discloses movement of the TREBERBE_T—XRFA=T
Company’s share options granted under the Pre- AIEAREARBE R ARAEEAER
IPO Share Option Scheme and held by the Group’s BAEREHTHAAEEEEREER
directors and employees during the six months BOARRRIEREZS)
ended 30 June 2016:
Exercised
1 January during 30 June
2016 the period 2016
—E-RF —E-RE
—HBA—H HIRTRE AHB=1+H
Number of share options outstanding:  REfT{EERESE :
- Directors of the Company —KRABIEE 7,400,000 3,400,000 4,000,000
— Employees —EB 11,132,000 2,175,000 8,957,000
18,532,000 5,575,000 12,957,000
Number of share options exercisable ATTERERER B 1,708,000 N/A & A 2,442,000

68

The weighted average closing price of the Company’s
shares at the dates on which the share option was
exercised by three Directors during the six months
ended 30 June 2016 was approximately HK$4.90
(six months ended 30 June 2015: approximately
HK$3.90) per share.

The weighted average closing price of the
Company's shares at the dates on which the share
options were exercised by employees of the Group
during the six months ended 30 June 2016 was
approximately HK$5.11 (six months ended 30 June
2015: approximately HK$3.97) per share.

RBE_ZE—R"ENA=1+THIE
A ARARIBROREBREE=FRES
TEEANMEFEHURTERNSR
4908 (BE-_ZE—HF A=
BiE7]EA : 493.9087T) °

REBE T XFANA=1THIEXHE
A ARmBEOREREENEE R
BITEE R ZNEFHRTERNE
Ro1TET (BE_FT—AF A=
THIERMEA : #93.9787T) -

BEST PACIFIC INTERNATIONAL HOLDINGS LIMITED / INTERIM REPORT 2016



Notes to the Condensed Consolidated Financial Statements

18.

For the six months ended 30 June 2016 & —Z—

SHARE-BASED PAYMENTS (Continued)

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

Share options were granted on 19 May 2014. The
fair value of the options determined at the date
of grant using the Binomial option pricing model
was HK$33,640,000. The Binomial option pricing
model has been used to estimate the fair value of
the options. The variables and assumptions used in
computing the fair value of the share options are
based on the directors’ best estimate. Changes in
variables and assumptions may result in changes in
the fair value of the options.

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

The share-based payments of approximately
HK$3,745,000 (2015: approximately
HK$6,375,000) for the six months ended 30 June
2016 is recognised in profit or loss (included in
administrative expenses).

BEBEERERAR / —E—R"EHHEE

18.

T W o 15 S 25 R B

NEANRA=THIERER

URGBHBERBNZN (&)

RIFERXAFEENBBRETSRH
Zﬁ%HxFPL\n IR hZEBRER

HAZE F_REZBEFEHZEH
f% 10 48 %z B #920% ~ 30% }50% &7
ERER-_Z—NWNFRA+ILBER
e FA = Iﬁtﬁﬁﬁéitw AR
REBHETNEREZAFES
33,640,000/ It ° IETHHF“*C“:TE

TR P B AR 2 2 48 -
BRI AT R R R
EREE 2 B - BERER
SHA S ERBREAFELRES -

B/\ HERKR - AEBEERT LA
REBOMGTBRERE - &b

f/ VRE (WE)  NIEEER - X
\,ﬁHxTEéE%ﬁ{’E*H}EuJ%%

HE - ZT—XF~A=1+8HI~E
A ARG BERE T E3,745,000
B (ZZF—HF: 46,375,000
7T) REBEmPER GTATTHEAX) -
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For the six months ended 30 June 2016 HE —Z— X"F/XA=+HIL/XEA

19. RELATED PARTY TRANSACTIONS 19. BHARS
The Group had the following related party REBBUTHEB AR :
transactions:
(@) (a)
Six months ended
BEUTA#LEAEAR
Nature of transactions 30.6.2016 30.6.2015
RIME —E-XF —T-RF
~A=+H NA=TH
HK$'000 HK$'000
TER THET
(unaudited) (unaudited)
(REER) (REERZ)
Sales of raw materials to a joint venture  [A|& &M EE RITE 2,329 -
Sales of goods to a related company* Al B A RS P 40 -
Purchase of goods from a joint venture BEZCEEERSR 26,118 -
Rental expense to a related company* BlNEFE A 2,338 -
Rental income from a related company* R & BEHER AIENF S U A - 304
Rental expense in respect of rented BERELES T
premises to Mr. Lu MEYZFHE XL 2,134 1,892
& Related company controlled by Mr. Lu and * NG e Y
family members of Mr. Lu KEERK B -
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For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

19. RELATED PARTY TRANSACTIONS 19. BBARS (&)

(Continued)

(b) Compensation to key management (b) BEZZFE-—REFRZT—RF
personnel of the Group which represents NA=THLEARBEA T
directors of the Company, during six months REEFEEEAER (BAQF]
ended 30 June 2016 and 2015 are as BX) MFMAT
follows:

Six months ended

BZUUTBELEAEA
30.6.2016 30.6.2015
—E-RE —T-hF
AA=1H SNA=TH
HK$'000 HK$'000
THER TET
(unaudited) (unaudited)
(REER) (REEER)
Salary and allowances e RoRR 15,574 4,388
Contributions to retirement RENET B
benefit scheme 142 78
Other benefits HibEF| 2,951 -
Share based payments PARR 1 AR R 2 A 1,395 2,694
20,062 7,160
20. CONTINGENT LIABILITIES 20. HAEE
The Group does not have any contingent liability AEEREREEERMANTASET
so far as the management is aware that is pending {A 2 B ¥ 5 B R IR 3 E AR AR
or threatened by or against any companies of the BREMAREE -

Group at the end of the reporting periods.
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For the six months ended 30 June 2016 BiE —Z—/~F /A

21.

72

FAIR VALUE MEASUREMENT

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

Certain of the Group’s financial assets and
liabilities are measured at fair value at the end of
each reporting period. The following table gives
information about how the fair values of these
financial assets and liabilities are determined (in
particular, the valuation technique(s) and inputs
used), as well as the level of the fair value hierarchy
into which the fair value measurements are
categorised (level 1 to 3) based on the degree to
which the inputs to the fair value measurements is
observable.

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

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

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

THEIEREA

21. AVEHE

SR EERAT E RNAEE
SRABERBENATE

REBEHR  AEEETEREE
RBERAFEE - TREMRD
WEETZSEMEERABZRAFE
BB R (FF Bl 2 B 6 A 9 (s (B el
WA URERAFEFEHA
BENABREEMS DR FER
BEER (F—AEE=4) -

s FE-RBABEBEARNEHEAR
AAERMFENREEESE
ERERHSENERE CRAR) -

s F_HRBABEBAITBRE—
MBENEEXBENAIER
SRR BRI AR o

s F-HRBABEBREENIARE
BT ER R B A BUR ©
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For the six months ended 30 June 2016 i E —Z—XF/XA=1+HIE/XEA

21. FAIR VALUE MEASUREMENT (Continued) 21. AV{EFE (&)

Fair value of the Group’s financial assets and UREMEERAFLETENEAER
liabilities that are measured at fair value on a CREEREBNATE (&)

recurring basis (Continued)

Fairvalue  Valuation technique(s) and

Fair value as at hierarchy key input(s) Sensitivity
TR ATEER  (ERAREZRANE HRE
30.6.2016 31.12.2015
ZE-RE 50
AA=tE  TZA=1+-A
(unaudited) (audited)
(REER) (@25
(1) Available-for-sale financial Unit trust - Unittrust-  Level 2 Based on the fair value of underlying assets  N/A
assets HKS2,535,000  HK$2,522,000 and liabilities which are substantially
derived from Level 1 inputs.
AESHAE Efufsit - Bfiff- £2R ERTERRZ-RBAZBOREAE TNER
253500087 2522,000%7 REGATE:
(2)  Derivative financial asset Call option - Call option - Level 3 Fair value derived by valuation model, A significant increase in risk-
HK$10,484,000  HK$1,046,000 Monte Carlo Simulation Model. The key ~ free interest rate, volatility
inputs used by the Company mainly and discount for lack of
included volatility, risk-free interest rate, ~ marketability would result in
price to earnings ratio of comparable a significant decrease in fair
companies and discount for lack of value, and vice versa.

marketability

A1,000 basis point increase/
decrease in the volatility
holding all other variables
constant would decrease/
increase the carrying amount
of derivative financial asset by

HK$214,000 and HK$90,000

respectively.
TEeREE RRHE- AEWE- 220 REERERR ERRRNGNNAT BERNE  RERHZ EHL
10,484,000 1,046,00087 B ARAFANTERARETER  OMEARRTRERATHE

ERBE  BERAX  AHBAA  ABED Rk
KRR RR EHENTE
fRiEA L7/ TH1,000EE
¥ MAEEHRURER
2 BoEREENER
{ERRIED / #i0214,000%
T R90,00077T o
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For the six months ended 30 June 2016 HE —Z— X"F/XA=+HIL/XEA

21.
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FAIR VALUE MEASUREMENT (Continued)

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

recurring basis (Continued)

21. DEEFE (&)

DIEEMHEEZQAFEFENAEE
TREEREBNQTE (&)

Fairvalue  Valuation technique(s) and
Fair value as at hierarchy key input(s) Sensitivity
YR LTRSS (ERAREZRANE HEE
30.6.2016 31.12.2015
- B3 “5-1f
AA=tR  TZA=1-A
(unaudited) (audited)
(REER) (§2%)
(3) Derivative financial liability Put option - Putoption - Level 3 Fair value derived by valuation model, A significant increase in risk-free
HK$3,639,000 HK$323,000 Monte Carlo Simulation Model. The key ~ interest rate, and discount for
inputs used by the Company mainly lack of marketability would
incluced level 1 inputs such as volatility, ~ result in a significant decrease
risk-free interest, price to eamings ratio in fair value, and vice versa. A
of comparable companies and discount ~ significant increase in volatility
for lack of marketability would result in a significant
increase in the fair value, and
Vice versa.

A 1,000 basis point increase/
decrease in the volatility
holding all other variables
constant would increase/
decrease the carrying
amount of derivative financial
liabilty by HK$627,000 and
HK$667,000 respectively.

frEemaR A - AiHE- 224 REERURNFEERRUGONAT ERRIZRMCEEENTE
36390008%  323,0008T B ARAFANTERAEETER  ARRARSHATEARN

There is no transfer between Level 1 and Level 2

during both periods.

EE-REALE (Pl 28
A% - AELARINHRERERD
L)

Do R BEAB L
PERATEAREN ke

{WREALA/ TH1,000EE
¥ MAEEHEERET
g ELlEERARNER
{ERRIEM /5627000
T R667,00047 «

RMESEA - 55— RE ZREHR
AR -
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For the six months ended 30 June 2016 & —Z—

FAIR VALUE MEASUREMENT (Continued)

Fair value of the Group’s financial assets and
financial liabilities that are not measured at
fair value on a recurring basis

The management of the Group estimates the fair
value of its financial assets and financial liabilities
measured at amortised cost using the discounted
cash flows analysis.

The management of the Group considers that
the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in
the condensed consolidated financial statements
approximate their fair values.

Valuation process

The finance manager of the Group is responsible to
determine the appropriate valuation techniques and
inputs for fair value measurements.

In estimating the fair value of an asset or a
liability, the Group uses market-observable data
or information provided by counterparty financial
institutions to the extent it is available. Where Level
1 inputs are not available or counterparty financial
institutions cannot provide sufficient information
in relation to fair value, the management of the
Group will engage third party qualified valuers to
perform the valuation. The finance manager reports
to management of the Group semi-annually to
explain the cause of fluctuations in the fair value of
the assets.

Information about the valuation techniques and
inputs used in determining the fair value of various
financial instruments are disclosed above.

BEBEERERAR / —E—R"EHHEE

21.

T W o 15 S 25 R B

NEANRA=THIERER

DNFEFE 7

WHRNEEREERAFEHAENS
SETREERSRAENATE

AEBEEEEERURRS RN
AAREBEKATESREERERE
BRRFE -

AEEEEER GRS S W HRE
RIZBERAARNEREENR TR
BEMNEEEEEAFERES -

HERF

AEEMBREEATEEARENRF
Bt EHERMN B AZIE -

REGFEEXBBENAFER - A%
BErBIER NYRAMS A BRA
BRHF I EMEBRMENER
I — R A BB RY T o R
BARRREEEAFENEHER -
AEEEEERREE=TRERML
BERETHRE MBEEEFFFRA
CEEEEER UBBEEATE
RENR)REA o

EREEZRTRIARFERFR
AR EERMNEEABBENERR L
X -
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For the six months ended 30 June 2016 HE —Z— X"F/XA=+HIL/XEA

21.

76

FAIR VALUE MEASUREMENT (Continued) 21. AVEFE (&)
Reconciliation of Level 3 Fair value FE=MAFEFTENHER
measurement
Derivative Derivative
financial financial
asset liability Total
FTESRMEE TEEenEE et
HK$'000 HK$’'000 HK$'000
FHET FHET FHET
At 1 January 2016 RZZE—R"FE—H—H 1,046 (323) 723
Total gains (losses): B (B518) -
— in profit or loss (Note) — st AIBZ (FiFE) 9,438 (3,316) 6,122
At 30 June 2016 RZE—RFENA=FH 10,484 (3,639) 6,845
Note: ffaE -

Of the total gains for the period included in profit or loss,
HK$6,122,000 relates to derivative financial asset and
derivative financial liability held at the end of the current
reporting period. Fair value gains or losses on derivative
financial asset and derivative financial liability are included in
‘other gains and losses'.

BNt ABEMBKES - EHd6,122,000
BILEAREIRATFITESREEMITE
SRHEBEER - TESREERTASRE
Eﬁﬁﬂﬂ?ﬁuﬁzﬁéﬁi%%ﬂx [ H fth U 25 K /&5
g o
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